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ANNOUNCEMENT


The Company continues to experience difficulties in obtaining up-to-date information about the financial and operational circumstances of its Shenyang subsidiary and the status of Mr. Yang Bin and some other members of the senior management based in Shenyang.

The Company and its principal operating subsidiary are suffering from serious technical casflow problems that are impacting on the ability of the group to undertake normal business activities.  The Commercial Crimes Bureau of the Hong Kong SAR Government searched the Company's office on 28 October 2002 and collected certain books or other documents, or other articles which are likely to be of value to the investigation of criminal offence.

The Company has been in discussions with its creditor banks and preliminary revised repayment schedule has been agreed regarding early repayment of an aggregate of HK$60,000,000 bank loans, though this will be dependent on the Company being able to access cash deposits or trade receivables from the Shenyang subsidiary.  The Company is cooperating with these creditor banks with a view to tackle the current difficulties in the protection of assets of its Shenyang subsidiary.

In view of the Company's financial condition, the Board is unlikely to be able to pay the interim dividend for the year ended 2002, which was previously declared on 12 September 2002.

Jacobus Lekkerkerk, the Company's newly appointed acting chairman and director, resigned on 25 October 2002.  The Board approved his resignation with immediate effect.  The Company could not be able to find a candidate to take up his position, thus had not applied to the Chinese authority to change the legal representative of its Shenyang subsidiary, SEAA.

A financial adviser was appointed by the Board on 18 October 2002 to act as its financial adviser to undertake a review of the current financial position of SEAA.  After assessing the current and forward circumstances, the financial advisor resigned on 25 October 2002 as it considered that the Company is unable to gain access to its Shenyang office premises and books of accounts to conduct the overview and also unable to pay its professional service fee.
Pricewaterhouse Coopers also resigned on 29 October 2002 as auditors of the Company with immediate effect.

Clarifications regarding certain allegations made in the newspapers on the Company are also included in this announcement.

Trading of the shares of the Company shall remain suspended until further notice or announcement.

(1)
Update on financial and operating position

Euro-Asia Agricultural (Holdings) Company Limited (the "Company") continues to experience difficulties in obtaining up-to-date information about the financial and operational circumstances of its Shenyang subsidiary and the status of Mr. Yang Bin and some other members of the senior management.  For the time being, both the Company and Shenyang Euro-Asia Agriculture Development Co., Ltd. ("SEAA") are suffering from serious technical cashflow problems that are impacting on the ability of the Company and its subsidiaries (the "Group") to undertake normal business activities as most of the group's funds are, so far as the contactable members of the board of directors ("Board") are aware, deposited as the Shenyang office and SEAA's bank account in Shenyang.  The Board of directors of the Company (the "Board") recently announced new management appointments at the Company and SEAA, which are designed to address these problems.  The Board, in collaboration with the Group's creditor banks, has discussed the possibilities of sending a representative to Shenyang to liaise with  the relevant authorities in Shenyang and seek their assistance in resuscitating the operations. 

(2)
Investigation by the Commercial Crimes Bureau

The Commercial Crimes Bureau of the Hong Kong SAR Government searched the Company's office on 28 October and collected certain books or other documents for criminal offence investigation.

(3)
Staff departure
Six members out of the total of seven staff of the Company’s Hong Kong office have not reported to work with effect from 30 October 2002.  Their employment contracts have been terminated with immediate effect and payment in lieu of notice (but not salary) is outstanding.

(4)
Negotiations with creditor banks
The Company has been in discussion with its two creditor banks in Hong Kong, and a preliminary revised repayment schedule has been agreed regarding early repayment of an aggregate of HK$60,000,000 bank loans together with accrued interest prior to the end of November, 2002, though this will be dependent on the Company being able to access cash deposits or trade receivables from SEAA.  Both of these banks were informed as to the practical difficulties of obtaining updated financial information of SEAA and making repayment of all or any of such amounts by the end of November, 2002.Discussions have yet to be held between SEAA and its principal creditor bank, the Industrial and Commercial Bank of China, Shenyang Branch due to the lack of a legal representative in SEAA.  The Company is cooperating with the creditor banks with a view to tackle the difficulties in the protection of assets of its Shenyang subsidiary SEAA.  One of these two creditor banks has exercised its right late today and served a demand call to recover its outstanding indebtedness within two days on or before 1 November 2002.

(5)
Suspension of Payment of Interim Dividend

On 12 September 2002, the Board approved an interim dividend ("Interim Dividend") of HK$0.02 per ordinary share (or in aggregate HK$33,200,000) which would be despatched to shareholders on or above 15 November 2002.  The Company is unlikely to have reserves or able to pay the Interim Dividend. 
(6)
Resignation of Acting Chairman


Jacobus Lekkerkerk, the Company's newly appointed acting chairman and director, resigned on 25 October 2002.  The Board approved his resignation with immediate effect.  The Company is not able to find a candidate to take up his position and therefore not be able to apply to the Chinese authority to change the legal representative of SEAA.

(7)
Appointment and Resignation of Financial Advisor
A financial adviser was appointed by the Board on 18 October 2002 to undertake a review of the current financial position of the Company and its principal operating subsidiary in Shenyang.  After assessing the current and forward circumstances, the financial advisor resigned on 25 October 2002 as it considered that the Company is unable to gain access to its Shenyang office premises and books of accounts to conduct the overview and is not able to pay its professional service fee.

(8)
Resignation of Auditors

Pricewaterhouse Coopers also resigned on 29 October 2002 as auditors of the Company with immediate effect.  No reason was stated in the resignation letter.

(9)
Clarifications regarding certain allegations

The contactable members of the Board has noted a number of articles in the press concerning the Company.  The Board will respond to all valid issues.  However, there will be occasions when it may be inappropriate to comment on these articles especially if (a) they cover matters which are being investigated by relevant regulatory authorities in Hong Kong and/or the People's Republic of China, in which respect of the Company is actively co-operating, or (b) they relate to a matter on which insufficient information is then available to the Board to make an appropriate response.


In respect of an article appearing in the Sing Pao newspaper edition of 18 October 2002 regarding possible approaches by new investors, termed "white knights", and issues relating to disclosure in the Company's prospectus dated 9 July 2001, to the best knowledge of the contactable members of the Board, the Board has not been approached by any "white knights" seeking to acquire a substantial shareholding in the Company or a substantial part of the assets of either the Company or SEAA and there are no such ongoing negotiations. 


In the same article, questions were raised regarding the registered capital and paid up capital of SEAA.  So far as those contactable members of the Board are aware, the details regarding the capital of SEAA is as set out in the prospectus of the Company dated 9 July 2001.  Nevertheless, the Company will endeavour to seek confirmation that the issued shares in SEAA as soon as full access to the records of SEAA is obtained.  Regarding the registered capital of 瀋陽綠野農業發展有限公司, the details of the capital contribution are stated in the 2001 Annual Report of the Company.  The Company will also seek to confirm the latest status of the capital contribution of 瀋陽綠野農業發展有限公司 as soon as full access to the records of SEAA is obtained.

The Board also noted the remarks made by Mr. Chen Jun, the former chief executive officer and executive director of the Company, which were reported in an article in South China Morning post on 23 October 2002.  The contactable members of the Board have insufficient information at present regarding events during the period of service of Mr. Chen Jun as chief executive officer and executive director based in Shenyang, and, pending the results of interviews with the relevant senior management of SEAA, cannot make any substantial comment on the accuracy or otherwise of the remarks attributed to Mr. Chen Jun in such article.

(10)
Suspension of Trading of Shares     


Trading of the shares of the Company shall remain suspended until further notice or announcement.  A further announcement will be made pending the progress of the above.

By order of the Board

Euro-Asia Agricultural (Holdings) Company Limited

Mr. Rex Chiu Wing Chor

Acting Chief Executive

Hong Kong, 30 October, 2002

Made by the order of the board of directors of Euro-Asia Agricultural (Holdings) Company Limited (except Mr. Yang Bin, Mr. Yan Chuang, Mr. Li Gang, Professor Gu Zhuping, Mr. Sun Jian, Ms. Liu Gui Fen and Ms. Sang Shu Hua who could not be contacted at the date of this announcement) of which individually and jointly accept responsibility for the accuracy of this statement. 







