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Kin Don Holdings Limited

金盾集團控股有限公司*

(Incorporated in the Cayman Islands with limited liability)

ANNOUNCEMENT OF AUDITED ANNUAL RESULTS

FOR THE YEAR ENDED 30 NOVEMBER 2000

RESULTS

The Board of Directors (the "Directors") of Kin Don Holdings Limited (the "Company") announces the audited consolidated results of the Company, its subsidiaries and a jointly-controlled entity (the "Group") for the year ended 30 November 2000 together with comparative figures for the previous year as follows:-



2000

1999


Notes
HK$'000

HK$'000

TURNOVER
1
17,375

325,521

Cost of sales before inventory provision

(17,600
)
(286,145
)

Inventory provision

-

(57,002
)

Cost of sales

(17,600
)
(343,147
)

Gross loss

(225
)
(17,626
)

Other revenue

1,536

2,361

Selling and distribution costs

(9,331
)
(41,084
)

Administrative expenses

(29,668
)
(29,901
)

Bad debts written off

-

(157,163
)

Debt collection charges

(473
)
(35,395
)

Provision against loan advanced

  to a jointly - controlled entity

(25,750
)
-

Provision for diminution in value of the Group's

  interest in a jointly - controlled entity

(5,310
)
-

Other operating expenses

(22,335
)
(13,555
)

LOSS FROM OPERATING ACTIVITIES
2
(91,556
)
(292,363
)

Finance costs

(20,623
)
(9,324
)

Share of results of a jointly
  - controlled entity

(44,690
)
-

LOSS BEFORE TAX

(156,869
)
(301,687
)

Tax
3
38

683

LOSS BEFORE MINORITY INTERESTS

(156,831
)
(301,004
)

Minority interests

1,039

1,759

NET LOSS FROM ORDINARY ACTIVITIES

  ATTRIBUTABLE TO SHAREHOLDERS

(155,792
)
(299,245
)

LOSS PER SHARE - Basic
4
HK18.46 cents

HK59.14 cents

Notes:

1.
Turnover

Turnover represents the invoiced value of goods sold, net of trade discounts and returns. The Group's turnover is derived predominately from a single business segment of the Group for the manufacture, marketing and distribution of men's apparel, including leather goods and accessories, under "Kin Don" brand name. Accordingly, no segmental information is presented. The Group's turnover is principally derived in the People's Republic of China ("PRC") market.

2.
Loss from operating activities

The Group's loss from operating activities is arrived at after charging:


2000

1999


HK$'000

HK$'000

Depreciation:

  Owned fixed assets
2,615

2,767

  Leased fixed assets
672

803

3.
Tax


2000

1999


HK$'000

HK$'000

Tax rebate relating to prior year
-

121

Over provision in prior year
38

417

Deferred tax
-

145

Tax credit for the year
38

683

Tax has not been provided as the Group did not generate any assessable profits during the year (1999: Nil).

4.
Loss per share

The calculation of basic loss per share for the year ended 30 November 2000 is based on the net loss from ordinary activities attributable to shareholders for the year of HK$155,792,000 (1999: HK$299,245,000) and the weighted average of 843,929,766 (1999: 505,958,904) ordinary shares in issue during the year.

The diluted loss per share for the years 1999 and 2000 is not shown because the Company's outstanding share options and convertible debentures are anti-dilutive.

CHANGES FROM UNAUDITED RESULTS

Apart from certain reclassification of accounts, there are no material changes from the unaudited results of the Group as stated in our announcement dated 9 April 2001.

SUMMARY OF AUDITORS' REPORT

The auditors of the Group have qualified their opinion in the following aspects:-

1.
The financial statements of the Group and the Company for the year ended 30 November 1999 were disclaimed for reasons which included the significance of the possible effects of several limitations on the scope of audit which are further detailed in the auditors' report dated 23 November 2000. Accordingly, the auditors were unable to form an opinion as to whether the 1999 financial statements gave a true and fair view of the state of affairs of the Group and the Company at 30 November 1999 and of the loss and cash flows of the Group for the year then ended. Any adjustment found to be necessary on the opening net liabilities of the Group and the Company would have a consequential effect on the loss of the Group and the Company for the current year ended 30 November 2000.

2.
Due to the significant staff and management turnover within the Group, particularly that in the accounting and finance department, and due to the relocation of the Group's office in the PRC, certain underlying books and records of the Group were either lost, or could not be located. Accordingly, the auditors have not been provided with adequate information and documents to satisfy themselves as to the completeness, appropriateness, classification and disclosures in respect of either the transactions undertaken during the year ended 30 November 2000 or the related balances as detailed in the note to the financial statements.

3.
The auditors have not been able to satisfy themselves as to the nature, existence and custody of the repossessed inventories aggregating HK$47,369,000 because they have not attended the Group's physical inventory count during and subsequent to the repossession thereof and because of the absence of proper books and records documenting such. In addition, the auditors have not been able to satisfy themselves that the amounts and disclosures concerning cash received, accounts receivable, inventories and related provisions and recoveries therefrom have been properly reflected and disclosed in the financial statements at 30 November 2000.

4.
Limited financial information is available in respect of the Group's jointly-controlled entity, Li Yang Broadcasting & Advertising (HK) Limited ("Li Yang"), at the dates Li Yang was acquired by the Group and when subsequent additional capital injection to Li Yang was made by the Group. The auditors have been unable to determine whether goodwill in respect of Li Yang has been properly quantified and accounted for and whether the provisions made in the financial statements regarding the recoverability of the loan to Li Yang and any impairment, permanent or otherwise, in the carrying value of the Group's interest in Li Yang is adequate but not excessive and that the Group's share of the post-acquisition loss in Li Yang for the period ended 30 November 2000 is fairly stated. In addition, the auditors have not been able to satisfy themselves as to the completeness, appropriateness, classification and disclosures in respect of the Group's interest in Li Yang.

5.
Since the Group's production facilities in the PRC operated substantially below capacity during the year, the auditors were unable to assess whether any provision is required for permanent diminution in value regarding the fixed assets of the Group's PRC production facilities with an aggregate net book value of HK$13,492,000 as at 30 November 2000.

6.
The auditors have not been able to determine the appropriateness of preparing financial statements of the Group and the Company on a going concern basis.

Because of the significance of the above matters, the auditors have reported that they were unable to form an opinion as to whether the financial statements give a true and fair view of the state of affairs of the Group and of the Company as at 30 November 2000 and of the loss and cash flows of the Group for the year ended and as to whether the financial statements have been properly prepared in accordance with the disclosure requirements of the Hong Kong Companies Ordinance.

MANAGEMENT DISCUSSION AND ANALYSIS

Business review

Due to the limitation of available financial resources for the Group's business, the Group has scaled down significantly its level of core business of the manufacturing, marketing and distribution of men's apparel. Accordingly, turnover for the year ended 30 November 2000 dropped by 95% to about HK$17 million from 1999. Net loss from ordinary activities attributable to shareholders was recorded at approximately HK$156 million, due mainly to the negative gross margin on sales, expenses and costs incurred, provisions for permanent diminution in interest in and shareholder's loan advanced to Li Yang of approximately HK$5 million and HK$26 million respectively, premium on redemption of convertible debentures of approximately HK$4 million and share of loss of Li Yang of approximately HK$45 million during the year.

Liquidity and financial resources

As a result of the continued loss operation of the Group, working capital and net liabilities positions further deteriorated. As at 30 November 2000, the Group had net current liabilities of approximately HK$168 million and deficiency in assets of approximately HK$153 million. Consequently, the Group has been in default in the repayment of debts owing to banks and other creditors. In December 2000, a winding up petition against the Company was served by one of its major creditors, Stone Church LLC ("SC") for a debt of US$4,418,125 (approximately HK$34,373,000). After prolonged discussions with SC, a conditional compromise agreement (the "Agreement") was finally reached with SC in the settlement of the above debt by the Company. Details of the Agreement have been set out in our announcement dated 9 May 2001. In order to complete the Agreement within the stipulated time, the Group is now in active negotiations with its other major creditors for compromises of indebtedness settlement and in discussion with its single largest shareholder, Marble King International Limited, for capital injection. Further announcements in relation to the progress of the above discussions will be made as and when appropriate.

Charges on group assets

As at 30 November 2000, certain assets of the Group with an aggregate carrying value of HK$18,619,000 were pledged to secure credit facilities granted to the Group.

Significant investment

As at 30 November 2000, the Group's major investment is its 48% equity interest in Li Yang. Since the commencement of its business, advertising revenue derived by Li Yang has been behind management expectation despite substantial costs having been incurred in the preparatory work and business operations. Based on the limited financial information from Li Yang, the Group recorded its share of loss and determined provisions for diminution in value in and against shareholder's loan advanced to Li Yang as discussed above. At present, the Board is still evaluating the future prospect of this project based on its business performance to date and the Group's current financial position.

Employees

As at 30 November 2000, the total number of employees of the Group was about 40. The Group remunerates its employees based on their performance, working experience and degree of hardship of work. Staff benefits include a share option scheme and bonus.

Prospects

Under this adverse financial position, the Directors consider that it is crucial for the Company to implement measures as soon as possible in obtaining new capital as discussed above to revive its business operation and to arrange settlement of its debts. With an improvement in working capital, the Directors plan to reactivate its core garments business and to look for other business opportunities. Since a number of unfavourable comments were received regarding the "Kin Don" brand name as reflected in its negative gross margin on sales, considerations are seriously made to the introduction of new local and foreign brand names and other types of garments business by the Group for diversification in future.

COMPLIANCE WITH THE CODE OF BEST PRACTICE

In the opinion of the Directors, the Company has complied with the Code of Best Practice as set out in Appendix 14 of the Rules Governing the Listing of Securities of the The Stock Exchange of Hong Kong Limited (the "Stock Exchange") throughout the accounting period covered by the annual report, except that (1) the non-executive director and independent non-executive directors are not appointed for any specific term of office, but are subject to retirement by rotation and re-election at the annual general meeting of the Company in accordance with the articles of association of the Company, (2) an audit committee was not established until 1 March 2000 and (3) the audit committee comprised only one member of independent non-executive director during the period from 1 September 2000 to 30 November 2000.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S SHARES

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the Company's listed securities during the year ended 30 November 2000.

PUBLICATION OF FINANCIAL INFORMATION

The annual report of the Group for the year ended 30 November 2000 containing all 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.

On Behalf of the Board

Kin Don Holdings Limited*

Yeung Kwok Kwong

Chairman

Hong Kong, 31 May 2001

*  For identification only

NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the 2001 Annual General Meeting of the Company will be held at basement Function Room I of Luk Kwok Hotel, 72 Gloucester Road, Wanchai, Hong Kong on 5 July 2001 at 9:00 a.m. for the following purposes:

1.
To receive and consider the audited Financial Statements and the Reports of the Directors and of the Auditors for the year ended 30 November 2000;

2.
To elect Directors and to authorise the Board to fix Directors' remuneration;

3.
To appoint Messrs. Ernst & Young as Auditors and to authorise the Board to fix their remuneration.

By Order of the Board

Yeung Kwok Kwong

Chairman

Hong Kong, 31 May 2001

Notes:

1.
The register of members of the Company will be closed from Tuesday, 3 July 2001 to Thursday, 5 July 2001 (both days inclusive) during which period no transfer of shares will be registered. In order to attend the Annual General Meeting, all transfers of shares accompanied by the relevant share certificates must be lodged with the Company's share registrar in Hong Kong, Tengis Limited, 4/F Hutchison House, 10 Harcourt Road, Central, Hong Kong for registration not later than 4:00 p.m. on Friday, 29 June 2001.

2.
A member entitled to attend and vote at the meeting is entitled to appoint one or more proxies to attend and vote on his behalf. A proxy need not be a member of the Company. If more than one proxy is so appointed, the appointment shall specify the number and class of shares in respect of which each such proxy so appointed.

3.
The instrument appointing a proxy and the power of attorney or other authority, if any, under which it is signed, or a notarially certified copy of such power or authority, must be lodged with the Company's share registrar in Hong Kong, Tengis Limited, 4/F Hutchison House, 10 Harcourt Road, Central, Hong Kong not less than 48 hours before the time appointed for holding the meeting.

"Please also refer to the published version of this announcement in the Hong Kong i-mail"
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