MANAGEMENT DISCUSSION AND ANALYSIS

SEEREIEK

RESULTS

For the year under review, the Group recorded its turnover of
HK$38,092,000 (2002 : HK$47408,000) representing a decrease
of 20% and its net profit attributable to shareholders of
approximately HK$37,432,000 as compared to a loss of
approximately HK$59,284,000 in 2002. The profit was mainly
contributed by the gain of debt restructuring of HK$77,031,000.

DEBT RESTRUCTURING

Upon the completion of a series of debt restructuring exercises
during the year under review, the financial effects are summarized
as below: -

1. on 16 May 2002, 3,000,000,000 shares of the Company
of HK$0.01 each at the subscription price of HK$0.01 per
share were issued for a total consideration of
HK$30,000,000 before related expenses pursuant to a
subscription agreement entered into between the Group
and Vision Century Group Limited;

2. Pursuant to the compromise agreement entered into
between the Group and the bankers of the Group in
Hong Kong (the “Bank Group”) on 1 February 2002, total
borrowings owed by the Group to the Bank Group of
approximately HK$103,105,000 was fully settled by (i) a
cash payment of approximately HK$20,000,000 and (ii)
the issue of 5% convertible bonds with an aggregate
principal amount of HK$6,500,000 to the Bank Group,
which are repayable by three equal instalments over three
years or convertible into the Company’s share of HK$0.01
each at an initial conversion price of HK$0.01 each
(subject to adjustment). The conversion price of the
convertible bonds has been adjusted from HK$0.01 each
to HK$0.50 each following the share consolidation of every
fifty issued and unissued shares of HK$0.01 each and
the capital reduction of par value of consolidated shares
from HK$0.50 each to HK$0.01 each with effect from 31
December 2002.
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3. on 3 June 2002, a total of 4,025,905,140 offer shares of
HK$0.01 each, were issued at an offer price of HK$0.01
each, on the basis of three offer shares for every two
shares held by the qualifying shareholders. Total proceeds
before issuing expenses of approximately HK$40,259,000
was received by the Company;

4. a total of 1,066,440,000 shares of HK$0.01 each were
issued to various creditors of the Group on 16 May 2002,
30 July 2002 and 30 September 2002 respectively, at
issuing prices ranging from HK$0.01 to HK$0.015 per
share as partial settlement of debts owing to them,
pursuant to various debt compromise agreements entered
into between the Group and various creditors of the Group;
and

5. on 30 July 2002, pursuant to a settlement agreement
entered into between the Group and a creditor of the
Group on 27 March 2002, a 3% convertible note in
principal amount of HK$16,000,000 was issued to the
creditor as partial settlement of debts owing by the Group.
The 3% convertible note is repayable in two years or
convertible into the Company's ordinary share of HK$0.01
at an initial conversion price of HK$0.01 each (subject to
adjustment).The conversion price of the convertible note
has been adjusted from HK$0.01 each to HK$0.50 each
following the share consolidation of every fifty issued and
unissued shares of HK$0.01 each and the capital reduction
of par value of consolidated shares from HK$0.50 each
to HK$0.01 each with effect from 31 December 2002.

CAPITAL REORGANIZATION AND CHANGE OF COMPANY
NAME

Pursuant to special and ordinary resolutions passed at a special
general meeting of the Company held on 30 December 2002,
among others, the followings were approved by shareholders:-

1. the capital reduction, share consolidation and share

premium cancellation of the Company. Further details were
set out in the Company's circular dated 4 December 2002.
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2. the name of the Company changed from Hung Fung Group
Holdings Limited to Xin Corporation Limited with the
approval of the Register of Companies of Bermuda granted
on 30 December 2002 and the adoption of " &l 4 & 1
EHBRAF" as the Company's chinese name.

CHARGES ON GROUP’S ASSETS

Certain leasehold land and buildings with an aggregate carrying
value of HK$45,400,000 as at 31 March 2003 were pledged to
secure bank borrowings advanced to the Group.

PENDING LIGITAION

As at the date of this report, writs of summons had been
issued by certain creditors aggregating approximately HK$3,687,000
together with claims for interests thereon in respect of purchases
of goods by, and the provision of services to, the Group. Among
which, claims of approximately HK$2,592,000 are made against a
subsidiary which has been dormant. Adequate provisions have been
made by the Group in respect of all the claims in the Group's
financial statements as at 31 March 2003.

CONTINGENT LIABILITIES

In the opinion of the directors, there is no significant contingent
liabilities noted as at 31 March 2003.

LIABILITIES AND FINANCIAL POSITION

As at 31 March 2003, the Group had neither unutilized banking
facilities nor any hedging financial instruments. All borrowings of
the Group are denominated either in Hong Kong dollars or Renminbi.
HK$50,335,000 is at fixed interest rate and HK$32,400,000 is at
floating interest rate.

As at 31 March 2003, the total liabilities of the Group was
approximately HK$119,965,000 and is due within one to two years.
The Group had net current liabilities and deficiency in assets of
approximately HK$91,336,000 and HK$11,014,000 respectively. Due
to the capital deficiency position as at 31 March 2003, there was
no gearing ratio calculated.
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Subsequent to the balance sheet date, the directors have
proposed on 16 July 2003 to raise the share capital of approximately
HK$51,700,000 before expenses by an open offer with assured
allotments of four offer shares for every one share of HK$0.01
each issued by the Company. The open offer is conditional upon,
among others, (i) the approval by independent shareholders at the
special general meeting held on 3 September 2003 and (ii) the
underwriting agreement becoming unconditional and the underwriter
not terminating the underwriting agreement in respect of the open
offer on 23 September 2003.

Subsequent to the balance sheet date, the directors have
proposed on 16 July 2003 to increase the authorized share capital
of the Company of HK$0.01 each from HK$15,000,000 to
HK$100,000,000 by creation of 8,500,000,000 shares.

FOREIGN CURRENCY EXPOSURE

Significant foreign currency exposure was not expected by the
Group as sales to foreign customers were settled in US dollars and
purchases of materials were in Hong Kong dollars or Renminbi.

HUMAN RESOURCES

As at 31 March 2003, the Group employed a total number of
609 full-time employees. Among which, 588 staff were based in
the PRC and 21 staff in Hong Kong. In addition to competitive
remuneration package offered to the employees, share option of
the Company may be granted by the Group to attract and retain
talented employees. During the year, no share option has been
granted.
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