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GOOD FELLOW GROUP LIMITED

金威集團控股有限公司*
(incorporated in Bermuda with limited liability)
ANNOUNCEMENT OF ANNUAL RESULTS
FOR THE YEAR ENDED 30 JUNE 2001
AUDITED CONSOLIDATED RESULTS
The Board of Directors (the "Board") of Good Fellow Group Limited (the "Company") is pleased to announce the audited consolidated results of the Company and its subsidiaries (collectively the "Group") for the year ended 30 June 2001 together with comparative figures for the previous year as follows:
Year ended 30 June


2001

2000

Notes
HK'000

HK'000
TURNOVER
1
225,601

221,300
Cost of sales

(142,703
)
(145,437
)
Gross profit

82,898

75,863
Other revenue

5,343

3,130
Selling and distribution expenses

(6,012
)
(5,948
)
Administrative expenses

(18,091
)
(14,732
)
Other operating expenses

(4,512
)
(344
)
PROFIT FROM OPERATING ACTIVITIES
2
59,626

57,969
Finance costs

(793
)
(1,684
)
PROFIT BEFORE TAX

58,833

56,285
Tax
3
(8,745
)
(6,887
)





PROFIT BEFORE MINORITY INTERESTS

50,088

49,398
Minority interests

-

-





NET PROFIT FROM ORDINARY
  ACTIVITIES ATTRIBUTABLE
  TO SHAREHOLDERS

50,088

49,398

Appropriations:
  Dividends
4
(7,760
)
(7,695)
  Statutory reserve fund

(692
)
(183)





RETAINED PROFIT FOR THE YEAR

41,636

41,520





EARNINGS PER SHARE
5
  Basic

HK6.6 cents

HK7.5 cents





  Diluted

HK6.4 cents

HK7.0 cents

Notes:
1.
TURNOVER

Turnover represents the net invoiced value of goods sold, after allowances for returns and trade discounts, and after elimination of all significant intra-Group transactions during the year.
The Group's turnover and contribution to the profit from operating activities were all derived from the manufacture and sales of apparel for the year ended 30 June 2001.
An analysis of the Group's turnover and contribution to profit from operating activities by geographical area for the year ended 30 June 2001 is as follows:
Contribution to
profit from
Turnover
operating activities

2001

2000

2001

2000

HK$'000

HK$'000

HK$'000

HK$'000
By geographical area:
  The People's Republic of
China (the "PRC")
197,969

200,835

62,822

59,199
  Hong Kong
27,632

20,465

(3,196
)
(1,230
)


225,601

221,300

59,626

57,969

2.
PROFIT FROM OPERATING ACTIVITIES
The Group's profit from operating activities is arrived at after charging/(crediting):

2001

2000

HK$'000

HK$'000
Cost of inventories sold
142,703

145,437
Depreciation
6,021

5,093
Operating lease rentals on land and buildings
161

139
Staff costs (excluding directors' remuneration)
  Wages and salaries *
8,265

6,324
  Retirement benefit scheme contributions
62

-
Auditors' remuneration
1,000

800
Amortisation of goodwill
1,711

-
Deficit on revaluation of leasehold land and
  buildings in Hong Kong
49

216
Deficit on revaluation of investment property
  in Hong Kong
-

128
Loss on disposal of fixed assets
-

3
Realised losses on short term investments
2,752

-
Gross and net rental income
(303
)
(141
)
Interest income
(3,066
)
(2,961
)
Dividend income from listed securities
(93
)
-
Gain on disposal of subsidiaries
(20
)
-
Unrealised gains on short term investments
(1,382
)
-
*
In addition to the above remuneration, 10,150,000 (2000: 4,300,000) share options to subscribe for ordinary shares in the Company were granted to certain employees of the Group during the year. In the absence of a readily available market value for the share options on the ordinary shares in the Company, the directors are unable to arrive at an accurate estimated monetary value of the share options granted. Accordingly, no value was included in staff costs above, in respect of the share options granted during the year.
3.
TAX

2001

2000

HK$'000

HK$'000
Current year provision:
  Hong Kong
385

-
  Elsewhere
8,360

6,887




Tax charge for the year
8,745

6,887




Hong Kong profits tax has been provided at the rate of 16% (2000: Nil) on the estimated assessable profits arising in Hong Kong during the year. Taxes on profits assessable elsewhere have been calculated at the rates of tax prevailing in the jurisdictions in which the Group operates, based on existing legislation, interpretations and practices in respect thereof.
According to the Income Tax Law of the PRC, Huatong Garment Co., Ltd. Putian, a subsidiary of the Company, which operates in one of the coastal economic open zones of the PRC, was exempt from the 24% state income tax and 3% local income tax of the PRC for two years starting from the first profitable year of its operations, ie, from 1 January 1998 to 31 December 1999. The subsidiary is also entitled to a 50% relief from the state income tax and exempt from the 3% local income tax of the PRC for the following three years, ie, from 1 January 2000 to 31 December 2002. Accordingly, the subsidiary is subject to the 12% state income tax of the PRC during the year. Upon expiry of the tax relief period, the usual income tax rate of 27% is applicable to this subsidiary.
According to the Income Tax Law of the PRC, Good Fellow Garment (Fujian) Co., Ltd., a subsidiary of the Company, which operates in one of the coastal economic open zones of the PRC, is subject to the 24% state income tax and 3% local income tax of the PRC during the year.
No provision for deferred tax has been made as the Group did not have any significant unprovided deferred tax in respect of the year (2000: Nil).
The revaluation of the Group's leasehold land and buildings and investment property does not constitute a timing difference and, consequently, there is no deferred tax thereon.
4.
DIVIDENDS

2001

2000

HK$'000

HK$'000
Proposed final dividend
7,760

7,695




The directors recommend the payment of a final dividend of HK1 cent (2000: HK1 cent) per ordinary share in respect of the year ended 30 June 2001 to shareholders on the register of members on 23 November 2001.
5.
EARNINGS PER SHARE
The calculation of basic earnings per share is based on the net profit from ordinary activities attributable to shareholders for the year of approximately HK$50,088,000 (2000: HK$49,398,000) and the weighted average of 762,683,666 (2000: 661,986,648) ordinary shares in issue during the year.
The calculation of diluted earnings per share is based on the net profit from ordinary activities attributable to shareholders for the year of approximately HK$50,088,000 (2000: HK$49,398,000) and on 776,839,512 (2000: 701,916,872) ordinary shares, being the weighted average number of ordinary shares outstanding during the year adjusted for the effects of dilutive potential ordinary shares outstanding during the year.
The reconciliation of weighted average number of shares used in calculating basic and diluted earnings per share is as follows:

2001

2000
Weighted average number of ordinary shares used
  in calculating basic earnings per share
762,683,666

661,986,648
Weighted average number of ordinary shares:
  Assumed issued at no consideration on deemed exercise
    of all share options outstanding during the year
14,155,846

32,215,068
  Assumed issued at no consideration on deemed exercise
    of all warrants outstanding during the year *
-

7,715,156




Weighted average number of ordinary shares used in
  calculating diluted earnings per share
776,839,512

701,916,872




*
The warrants outstanding during the year did not have any dilutive effect on the basic earnings per share for the year.
FINANCIAL RESULTS

During the year ended 30 June 2001, the Group's business has sustained a steady growth. A total turnover of approximately HK$225,601,000 was recorded, representing an increase of 1.9% from last year. Gross profit increased by 9.3% to approximately HK$82,898,000, reflecting a slight increase in gross profit ratio to 36.7% from 34.3% of last year. Increased marketing efforts and the adoption of various cost control measures had contributed to the improvement in gross profit ratio. Basic earnings per share were HK6.6 cents.
BUSINESS REVIEW

During this year, the design, manufacture and sale of quality men's and ladies' wear and apparel items has been the major business focus of the Group. The Group remained as the nation-wide authorised uniform manufacturer of the Supreme People's Procuratorate of the PRC, China Import and Export Commodity Inspection Bureau and the Public Security Bureau of the PRC and the Supreme People's Court. Effective from August, 2001, the Group has also been appointed the authorised uniform manufacturer of the Bank of China (Hong Kong) Limited.
During the year, the Group continued to implement the internal assessment of quality assurance and control system. Such system has received a favourable assessment in an independent review performed by the Provincial Assessment Centre of the PRC, which, together with the ISO 9002 certificate awarded to the Group last year, confirm that both the level of corporate management and the quality of the Group's products have reached world recognised standards.
APPLICATION OF PROCEEDS, LIQUIDITY AND FINANCIAL RESOURCES
In August 2000, the Group successfully raised additional capital through a placement to Goodtop Enterprises Limited, a wholly-owned subsidiary of Cheung Kong (Holdings) Limited. The net proceeds resulted from the placement was approximately HK$57,000,000, of which HK$43,200,000 had been applied to invest into Global Network Corporation ("GNC"). The balance of such net proceeds had been applied as additional working capital for the Group.
At 30 June 2001, the Group had in aggregate approximately HK$3,310,000 bank borrowings which were secured by certain properties, bank deposits and corporate guarantees given by the Company and a subsidiary of the Company. The Group's borrowings are primarily denominated in Hong Kong dollars and its cash, bank balances and pledged bank deposits amounted to approximately HK$100,706,000 as at 30 June 2001. The Group has no significant exposure to foreign exchange fluctuations.
The Group's gearing ratio as at 30 June 2001 (calculated as bank borrowings to total assets) was approximately 1.0% (2000: 3.7%).
FUTURE PROSPECTS
In the highly competitive garment industry, the Group will continue to consolidate its business of design and manufacture of uniforms in Hong Kong and throughout mainland China with a view to strengthen its presence in the uniform markets. Increased marketing effort will be deployed in order to boost the sales of the Group's quality men's and ladies' wear. Emphasis will continue to be placed upon maintaining a high standard of management and improving the Group's quality assurance and control system so as to enhance its reputation as a high quality manufacturer in the garment industry.
With China's imminent accession to the World Trade Organisation and the expected economic growth from Beijing's successful bid to host the 2008 Olympic Games, more opportunities will be created to the benefit of the Group. However, competition from foreign brand suit manufacturers cannot be overlooked. Therefore, the Group will constantly and cautiously explore business and investment opportunities in order to consolidate its position in the clothing market. 
To widen the scope of its business activities and revenue base, the Group has purchased a stake in GNC which has engaged in the development of application software and the provision of related services in the PRC for many years. In recent years, GNC has successfully designed, developed and implemented management information software and systems for its customers from different industries and achieved profitable current results. GNC is an associated company of the Institute of Software, Chinese Academy of Sciences ("the Chinese Academy of Sciences"). It has a team of veteran information technology professionals and a management team with in-depth knowledge of the application software industry. Leveraging on active support from the Chinese Academy of Sciences, the Board believes that GNC has strong potential in the application software industry in the PRC. According to the estimation of the PRC government, the software and information technology industry contributes 4.5% to the gross domestic product of the PRC currently, and it is estimated that by 2005, the contribution would increase to 10%. With the introduction of a preferential policy encouraging the development of software and information technology by the PRC government, opportunities in such business are immense. The Board believes that this investment is in line with the Group's strategy of diversifying its business and will benefit the Group in the long term.
PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF THE COMPANY
During the year, the Company repurchased 7,410,000 ordinary shares on The Stock Exchange of Hong Kong Limited (the "Stock Exchange") as follows:
Month of
Price per share
Aggregate
Repurchase
Number of shares
Highest
Lowest
price
*


HK$
HK$
HK$
April 2001
7,410,000
0.60
0.57
4,383,309
*  The aggregate price includes related expenses

The repurchased shares were cancelled after the repurchase and the issued share capital of the Company was reduced by the par value thereof. Save as disclosed above, neither the Company, nor any of its subsidiaries purchased, redeemed or sold any of the Company's listed securities during the year.
CODE OF BEST PRACTICE
To comply with the Code of Best Practice as set out in Appendix 14 of the Rules Governing the Listing of Securities on the Stock Exchange (the "Code of Best Practice"), the Company set up an Audit Committee on 8 June 2000, with written terms of reference, for the purpose of reviewing and providing supervision over the Group's financial reporting process and internal control systems. The Audit Committee comprises three non-executive directors of the Company, namely, Mr. Chen Ming Kui, Mr. Lo Cheung Kin and Mr. Zou Zi Ping. The Group's consolidated financial statements for the year and the Company's financial statements for the year have been reviewed by the Audit Committee, who are of the opinion that such statements comply with applicable accounting standards and requirements and that adequate disclosures have been made.
In the opinion of the directors, the Company has complied with the Code of Best Practice throughout the year.
CLOSURE OF REGISTER OF MEMBERS
The Register of Members of the Company will be closed from Saturday, 17 November, 2001 to Friday, 23 November, 2001, both dates inclusive, during which period no transfer of shares will be registered.
In order to qualify for the final dividend mentioned above, all transfers accompanied by the relevant share certificates and transfer forms must be lodged with the Company's Branch Registrars in Hong Kong, Tengis Limited at 4/F, Hutchison House, 10 Harcourt Road, Central, Hong Kong not later than 4:00 p.m. on Friday, 16 November, 2001.
PUBLICATION OF RESULTS ON THE STOCK EXCHANGE'S WEBSITE
A detailed announcement of the results of the Group for the year containing the information required by paragraphs 45(1) to 45(3) of Appendix 16 of the Rules Governing the Listing of Securities on the Stock Exchange will be published on the website of the Stock Exchange in due course.
By order of the Board
Ng Leung Ho
Chairman
Hong Kong, 23 October, 2001
*
For identification only
NOTICE OF ANNUAL GENERAL MEETING
NOTICE IS HEREBY GIVEN that the annual general meeting of Good Fellow Group Limited ("Company") will be held at 11:00 am on 23 November 2001 at Unit 708, Nanyang Plaza, 57 Hung To Road, Kwun Tong, Kowloon, Hong Kong for the following purposes:
1.
To receive and consider the audited combined financial statements and the reports of the directors and auditors for the year ended 30 June 2001.
2.
To declare a final dividend.
3.
To re-elect retiring directors and to authorise the board of directors to fix the director's remuneration;
4.
To re-appoint auditors and to authorise the directors to fix their remuneration;
To consider as special business and, if thought fit, pass with or without modification the following resolutions as ordinary resolutions:
Ordinary Resolutions

5.
"THAT:
(a)
subject to paragraph (c) below, pursuant to the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited ("Stock Exchange"), the exercise by the directors of the Company during the Relevant Period (as hereinafter defined) of all the powers of the Company to allot, issue and deal with additional shares of the Company and to make or grant offers, agreements and options (including bonds, warrants and debentures convertible into shares of the Company) which would or might require the exercise of such powers be and the same is hereby generally and unconditionally approved.
(b)
the approval in paragraph (a) above shall authorise the directors of the Company during the Relevant Period to make or grant offers, agreements and options, (including bonds, warrants and debentures convertible into shares of the Company), which would or might require the exercise of such powers after the end of the Relevant Period;
(c)
the aggregate nominal amount of share capital allotted or agreed conditionally or unconditionally to be allotted (whether pursuant to options or otherwise) and issued by the directors of the Company pursuant to the approval in paragraph (a) above, otherwise than pursuant to (i) a Rights Issue (as hereinafter defined); or (ii) the exercise of any options granted under any share option scheme of the Company; or (iii) any scrip dividend or similar arrangements providing for the allotment and issue of shares in lieu of the whole or part of a dividend on shares in accordance with the bye-laws of the Company in force from time to time; or (iv) any issue of shares of the Company upon the exercise of rights of subscription or conversion attaching to any warrants of the Company or any securities which are convertible into shares of the Company, shall not exceed the aggregate of:
(aa)
20 per cent. of the aggregate nominal amount of the share capital of the Company in issue at the date of the passing of this resolution; and
(bb)
(if the directors of the Company are so authorised by a separate ordinary resolution of the shareholders of the Company) the nominal amount of any share capital of the Company repurchased by the Company subsequent to the passing of this resolution (up to a maximum equivalent to 10 per cent. of the aggregate nominal amount of the share capital of the Company in issue on the date of the passing of this resolution).
and the authority pursuant to paragraph (a) of this resolution shall be limited accordingly; and
(d)
for the purposes of this resolution:
"Relevant Period" means the period from the date of the passing of this resolution until whichever is the earliest of:
(i)
the conclusion of the next annual general meeting of the Company;
(ii)
the expiration of the period within which the next annual general meeting of the Company is required by the bye-laws of the Company, the Companies Act 1981 of Bermuda ("Companies Act") or any other applicable laws of Bermuda to be held; and
(iii)
the passing of an ordinary resolution by the shareholders of the Company in general meeting revoking or varying the authority given to the directors of the Company by this resolution.
"Rights Issue" means an offer of shares of the Company, or offer or issue of warrants, options or other securities giving rights to subscribe for shares of the Company, open for a period fixed by the directors of the Company to holders of shares of the Company on the register of members of the Company on a fixed record date in proportion to their then holdings of shares in the Company (subject to such exclusions or other arrangements as the directors of the Company may deem necessary or expedient in relation to fractional entitlements, or having regard to any restrictions or obligations under the laws of, or the requirements of, or the expense or delay which may be involved in determining the existence or extent of any restrictions or obligations under the laws of, or the requirements of, any jurisdiction outside Hong Kong or any recognised regulatory body or any stock exchange outside Hong Kong)."
6.
"THAT:
(a)
subject to paragraph (b) below, the exercise by the directors of the Company during the Relevant Period (as hereinafter defined) of all powers of the Company to purchase its securities on the Stock Exchange or any other stock exchange on which the securities of the Company may be listed and recognised by the Securities and Futures Commission and the Stock Exchange for such purpose, and otherwise in accordance with the rules and regulations of the Securities and Futures Commission, the Stock Exchange, the Companies Act and all other applicable laws in this regard, be and the same is hereby generally and unconditionally approved;
(b)
the aggregate nominal amount of securities of the Company which may be purchased by the Company pursuant to the approval in paragraph (a) during the Relevant Period shall not exceed 10 per cent. of the aggregate nominal amount of the issued share capital of the Company and the number of the relevant class of other securities of the Company as at the date of the passing of this resolution, and the authority pursuant to paragraph (a) of this resolution shall be limited accordingly; and
(c)
for the purposes of this resolution, "Relevant Period" means the period from the date of the passing of this resolution until whichever is the earliest of:
(i)
the conclusion of the next annual general meeting of the Company;
(ii)
the expiration of the period within which the next annual general meeting of the Company is required by the bye-laws of the Company, the Companies Act or any other applicable laws of Bermuda to be held; and
(iii)
the passing of an ordinary resolution by the shareholders of the Company in general meeting revoking or varying the authority given to the directors of the Company by this resolution."
7.
"THAT, conditional upon the passing of resolutions 5 and 6 above, the general mandate granted to the directors of the Company and for the time being in force to exercise the powers of the Company to allot, issue and deal with additional shares of the Company pursuant to resolution 5 above be and it is hereby extended by the additional thereto of an amount representing the aggregate nominal amount of shares capital and the number of the relevant class of other securities of the Company repurchased by the Company under the authority granted pursuant to resolution 6 above, provided that such amount of shares so repurchased shall not exceed 10 per cent of the aggregate nominal amount of the issued share capital and the number of the relevant class of other securities of the Company at the date of the said resolution."
8.
"THAT the existing share option scheme of the Company adopted on 24 November 1998 be and it is hereby terminated and conditional upon the Listing Committee of the Stock Exchange granting the listing of and permission to deal in the shares of the Company falling to be issued pursuant to the new share option scheme ("New Share Option Scheme"), the terms of which are set out in the document marked "A" produced to the meeting and signed by the Chairman of the meeting for the propose of identification, the rules of the New Share Option Scheme be and the same are hereby approved and adopted and the directors of the Company be and they are hereby authorized to grant options and to allot, issue and deal with shares of the Company pursuant to the exercise of any option granted thereunder and to take all such steps as they may consider necessary or expedient to implement the New Share Option Scheme.
By order of the board of directors of
Good Fellow Group Limited
Ng Leung Ho
Chairman
Hong Kong, 23 October 2001
Registered office:
Head office and principal place of
Clarendon House

business in Hong Kong:
2 Church Street
Unit 1906, Nanyang Plaza
Hamilton HM 11
57 Hung To Road
Bermuda
Kwun Tong

Kowloon, Hong Kong
Notes:
1.
A member entitled to attend and vote at the meeting convened by the above notice is entitled to appoint one or more proxy to attend and, subject to the provisions of the bye-laws of the Company, vote in his stead. A proxy need not be a member of the Company.
2.
In order to be valid, the form of proxy must be deposited together with the power of attorney or other authority, if any, under which it is signed or a notarially certified copy of that power or authority, at the office of the Company's Hong Kong branch registrar, Tengis Limited at 4th Floor, Hutchison House, 10 Harcourt Road, Central, Hong Kong not less than 48 hours before the time for holding the meeting or adjourned meeting.
3.
The register of members of the Company will be closed from 17 November 2001 to 23 November 2001, both dates inclusive, during which period no transfer of shares and warrants will be effected. In order to be qualify for the proposed final dividend, all transfers accompanied by the relevant shares and warrants certificates must be lodged with the Company's Hong Kong branch registrars, Tengis Limited at 4th Floor, Hutchison House, 10 Harcourt Road, Central, Hong Kong no later than 4:00 pm on 16 November 2001.
Please also refer to the published version of this announcement in the Hong Kong iMail.
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