HAZEEEEMRAT XIN CORPORATION LIMITED

REPORT OF THE DIRECTORS

EEERHS

The directors present their report and the audited financial
statements of the Company and of the Group for the year ended
31 March 2003.

CHANGE OF COMPANY NAME

The name of the Company was changed from Hung Fung
Group Holdings Limited to Xin Corporation Limited pursuant to a
special resolution passed at a special general meeting of the
Company held on 30 December 2002, which took effect upon the
approval of the Registrar of Companies of Bermuda granted on 30
December 2002 and "#8l4F& X AR A 7" was adopted as
the Company's Chinese name.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
The principal activities of the subsidiaries consist of the design,
manufacture and sale of a wide range of toys. There were no
significant changes in the nature of the Group’s principal activities
during the year.

RESULTS

The Group's profit for the year ended 31 March 2003 and the
state of affairs of the Company and of the Group as at that date
are set out in the financial statements on pages 28 to 100.
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SUMMARY OF FINANCIAL INFORMATION HERERBE

A summary of the published results, and assets and liabilities ATREAEEBELEMBEEEHEZEER
of the Group for the last five financial years, as extracted fromthe EEHEBEME @ DHEEE T8 2 LB ZI K&
published audited financial statements, is set out below. This & NFZ W A ERNALEZT HHRET 2 HEF M -
summary does not form part of the audited financial statements.

RESULTS ES
Year ended 31 March
BZ=A=1+-H
2003 2002 2001 2000 1999
ZEE=F (22T -F —ZZ-4F —TTTE —-NANE
HK$'000 |  HK$'000 HK$'000 HK$'000 HK$'000
TERT FET FET FET FET
Turnover EEHE 38,092 47408 202,682 290,600 241,254
Profit/(loss) before tax BR B AT & )
(B#8) 38,268 (59,284)  (283,689) 30,286 32,029
Tax 7RE] (836) - 4,354 (4,091) 11,328
Net profit/(loss) from BRREBTEES
ordinary activities FREEE
attributable to shareholders wm Al (EE) 37,432 (59,284)  (279,335) 26,195 43,357
ASSETS AND LIABILITIES EEHEE
31 March
=ZR=+-H
2003 2002 2001 2000 1999

“EE-E (22 -F —ET-F —ZTTF —NNE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT FTET FTET FTET TET

Total assets BEE 108,951 127,116 141,004 392,552 259,855
Total liabilities Bak (119,965) (255,512)  (210,576)  (163,841)  (114,032)
(11,014)| (128,396) (69,572) 228,711 145,823
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FIXED ASSETS

Details of movements in the fixed assets of the Company and
of the Group during the year are set out in note 15 to the financial
statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the Company’s share capital and
share options during the year, together with the reasons therefor,
are set out in notes 26 and 27 to the financial statements.

RESERVES

Details of movements in the reserves of the Company and of
the Group during the year are set out in note 28 to the financial
statements and in the consolidated statement of changes in equity,
respectively.

DISTRIBUTABLE RESERVES

As at 31 March 2003, the Company had no reserves available
for cash distribution and/or distribution in specie as computed in
accordance with the Companies Act 1981 of Bermuda.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group's five largest
customers accounted for less than 30% of the total sales for the

year. Purchases from the Group's five largest suppliers accounted
for 409% of the total purchases for the year and purchases from the
largest supplier included therein accounted for approximately 16%.

None of the directors of the Company or any of their associates
or any shareholders (which, to the best knowledge of the directors,
own more than 5% of the Company’'s issued share capital) had
any beneficial interest in the Group's five largest customers or
suppliers during the year.
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DIRECTORS

The directors of the Company during the year were:

Executive directors

Mr. Lo Ming Chi, Charles (Chairman)

Mr. Yu Wai Man
Ms. Sio lon Kuan (appointed on 18 September 2002)
Mr. Wilson Ng (appointed on 18 September 2002)

Independent non-executive directors

Mr. Wu Wing Kit
Mr. Wong Kwok Tai, Wystan

Subsequent to the balance sheet date, on 1 April 2003, Ms.
Sio lon Kuan resigned as an executive director of the Company and
Mr. Ng Wee Keat, Mr. Ng Teow Leng and Mr. Ng Eng Leng were
appointed as executive directors of the Company.

In addition, subsequent to the balance sheet date, on 1 April
2003, Mr. Lau Pok Lam was appointed as an independent non-
executive director of the Company.

In accordance with Bye-law 86(2) of the Company’'s Bye-laws,
Mr. Wilson Ng, Mr. Ng Wee Keat, Mr. Ng Teow Leng, Mr. Ng Eng
Leng, and Mr. Lau Pok Lam will retire and, being eligible, will offer
themselves for re-election at the forthcoming annual general
meeting.

In accordance with Bye-laws 87(1) and 87(2) of the Company's
Bye-laws, Mr. Yu Wai Man will retire by rotation and, being eligible,
will offer himself for re-election at the forthcoming annual general
meeting.

The directors of the Company, including the independent non-
executive directors but excluding the chairman of the board of
directors, are subject to retirement by rotation and re-election in
accordance with the provisions of the Company's Bye-laws.

DIRECTORS' AND SENIOR MANAGEMENT'S BIOGRAPHIES

Biographical details of the directors of the Company and the
senior management of the Group are set out on pages 10 to 12 of
the annual report.
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DIRECTORS' SERVICE CONTRACTS

No director proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company which is
not determinable by the Company within one year without payment
of compensation, other than statutory compensation.

DIRECTORS' INTERESTS IN CONTRACTS

Save as disclosed in note 35 to the financial statements, no
director had a material interest in any contract of significance to
the business of the Group to which the Company or any of its
holding companies, fellow subsidiaries and subsidiaries was a party
during the year.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES
OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased,
sold or redeemed any of the Company's listed securities during the
year.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company's Bye-laws or the Companies Act 1981 of Bermuda which
would oblige the Company to offer new shares on a pro rata basis
to existing shareholders.

DIRECTORS' INTERESTS IN SHARES AND DEBT SECURITIES

As at 31 March 2003, the interests of directors in the share
capital of the Company or its associated corporations, as recorded
in the register maintained by the Company pursuant to Section 29
of the Securities (Disclosure of Interests) Ordinance (the “SDI
Ordinance”), were as follows:

Name of directors

EEnR
Mr. Wilson Ng BEREBELEE
Ms. Sio lon Kuan wmEA S
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Note: These shares are held by Vision Century Group Limited. Vision
Century Group Limited is ultimately owned by a discretionary
trust. The beneficiaries under the discretionary trust include
Mr. Wilson Ng and Ms. Sio lon Kuan.

Subsequent to the balance sheet date, Mr. Ng Wee Keat was
appointed as an executive director of the Company. The beneficiaries
under the above discretionary trust also include Mr. Ng Wee Keat.

In addition, certain directors have non-beneficial personal equity
interest in certain subsidiaries held for the benefit of the Company
solely for the purpose of complying with the minimum company
membership requirements.

Save as disclosed above, none of the directors or their
associates had any personal, family, corporate or other interests in
the equity or debt securities of the Company or any of its associated
corporations, as recorded in the register that was required to be
kept under Section 29 of the SDI Ordinance or as otherwise notified
to the Company and The Stock Exchange of Hong Kong Limited
(the “"Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies.

DIRECTORS' RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Apart from as disclosed in the share option scheme disclosures
in note 27 to the financial statements, at no time during the year
were rights to acquire benefits by means of the acquisition of
shares in or debentures of the Company granted to any director or
their respective spouse or children under 18 years of age, or were
any such rights exercised by them; or was the Company or any of
its holding companies, fellow subsidiaries and subsidiaries a party
to any arrangement to enable the directors to acquire such rights in
any other body corporate.

SHARE OPTION SCHEMES

Due to the adoption of Hong Kong Statement of Standard
Accounting Practice No. 34 “"Employee benefits” during the vyear,
most of the detailed disclosures relating to the Company’s share
option schemes have been moved to note 27 to the financial
statements.
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SUBSTANTIAL SHAREHOLDERS

As at 31 March 2003, the following interests of 10% or more
of the issued share capital of the Company were recorded in the
register of interests required to be kept by the Company pursuant
to Section 16(1) of the SDI Ordinance:

Name
8

Huang Group (BVI) Limited*
Huang Worldwide Holding Limited*
Vision Century Group Limited*

*  \Mision Century Group Limited is a wholly-owned subsidiary of
Huang Worldwide Holding Limited. Huang Worldwide Holding
Limited is a wholly-owned subsidiary of Huang Group (BVI)

Limited which is in turn wholly-owned by a discretionary trust.

Save as disclosed above, no person had registered an interest
in the share capital of the Company that was required to be recorded
pursuant to Section 16(1) of the SDI Ordinance.

DIRECTORS' INTERESTS IN COMPETING BUSINESS

During the year and up to the date of this report, no directors
were considered to have an interest in a business which competes
or is likely to compete, either directly or indirectly, with the
businesses of the Group, as defined in the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “Listing Rules"), other than those businesses of which the
directors of the Company were appointed as directors to represent
the interests of the Company and/or the Group.

POST BALANCE SHEET EVENTS

Details of the significant post balance sheet events of the
Group are set out in note 34 to the financial statements.
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CODE OF BEST PRACTICE

In the opinion of the directors, the Company complied with
the Code of Best Practice (the “Code") as set out in Appendix 14
of the Listing Rules, throughout the accounting period covered by
the annual report, except that the independent non-executive
directors of the Company are not appointed for specific terms as
required by Paragraph 7 of the Code, but are subject to retirement
by rotation in accordance with the Company's Bye-laws.

CONNECTED TRANSACTIONS

Details of the connected transactions of the Group for the
year are set out in note 35 to the financial statements.

Save as disclosed above, there are no other transactions which
would need to be disclosed as connected transactions in accordance
with the requirements of the Listing Rules.

AUDIT COMMITTEE

The Company has an audit committee which was established
in accordance with the requirements of the Code for the purposes
of reviewing and providing supervision over the Group's financial
reporting process and internal controls. The audit committee
comprises Mr. Wu Wing Kit, Mr. Wong Kwok Tai, Wystan and Mr. Lau
Pok Lam, the independent non-executive directors of the Company.

AUDITORS

Ernst & Young retire and a resolution for their reappointment
as auditors of the Company will be proposed at the forthcoming
annual general meeting.

ON BEHALF OF THE BOARD

Lo Ming Chi, Charles
Chairman

Hong Kong
24 July 2003
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