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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 2001 AND CHANGES IN DIRECTORS

RESULTS

The Board of Directors (the "Directors") of Kin Don Holdings Limited (the "Company") announces the audited consolidated results of the Company and its subsidiaries (the "Group") for the year ended 30 November 2001 together with comparative figures for the previous year as follows:-


2001

2000


Notes
HK$'000

HK$'000

TURNOVER
1
1,681

17,375

Cost of sales

(2,533
)
(17,600
)

Gross loss

(852
)
(225
)

Other revenue

565

1,536

Selling and distribution costs

(183
)
(9,331
)

Administrative expenses

(14,010
)
(29,668
)

Debt collection charges

-

(473
)

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

(6,325
)
(22,335
)

LOSS FROM OPERATING ACTIVITIES
2
(20,805
)
(91,556
)

Finance costs

(12,249
)
(20,623
)

Gain on a debt restructuring

18,114

-

Share of results of a jointly-
  controlled entity

-

(44,690
)

LOSS BEFORE TAX

(14,940
)
(156,869
)

Tax
3
-

38

LOSS BEFORE MINORITY INTERESTS

(14,940
)
(156,831
)

Minority interests

6,173

1,039

NET LOSS FROM ORDINARY ACTIVITIES

  ATTRIBUTABLE TO SHAREHOLDERS

(8,767
)
(155,792
)

LOSS PER SHARE - Basic
4
HK0.44 cents

HK15.00 cents

Notes

1.
TURNOVER

Turnover represents the invoiced value of goods sold, net of trade discounts and returns. The Group's revenue is principally derived from the sale of men's apparel, including leather goods and accessories, under the Group's Kin Don brand name and has been included in the Group's turnover. The Group's turnover is principally derived in the People's Republic of China.

2.
LOSS FROM OPERATING ACTIVITIES

The Group's loss from operating activities is arrived at after charging/(crediting):


2001

2000


HK$'000

HK$'000

Gain on disposal of listed securities
(138
)
-

Depreciation:

  Owned fixed assets
906

2,615

  Leased fixed assets
224

672

3.
TAX

Tax has not been provided as the Group did not generate any assessable profits during the year (2000: Nil).

4.
LOSS PER SHARE

The calculation of basic loss per share for the year ended 30 November 2001 is based on the net loss from ordinary activities attributable to shareholders for the year of HK$8,767,000 (2000: HK$155,792,000) and the weighted average of 1,974,226,444 (2000: 1,038,682,789) ordinary shares in issue during the year. The comparative amount of loss per share has been adjusted for a rights issue of 2,975,186,217 shares of the Company during the year.

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

The diluted loss per share for the year 2001 is not shown because the Company's outstanding convertible preference shares were anti-dilutive.

EXTRACT OF AUDITORS' REPORT

The auditors of the Group disclaimed their opinion on the financial statements of the Group and the Company for the year ended 30 November 2000 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 31 May 2001. Accordingly, the auditors were unable to form an opinion as to whether the 2000 financial statements gave a true and fair view of the state of affairs of the Group and the Company at 30 November 2000 and of the loss and cash flows of the Group for the year then ended. Any adjustments found to be necessary to the opening net liabilities of the Group and the Company would have a consequential effect on the results of the Group and the Company for the current year ended 30 November 2001.

In the auditors' opinion the financial statements give a true and fair view, in all material respect, of the state of affairs of the Group and the Company at 30 November 2001, and except for any adjustments that might have been found to be necessary in respect of the foregoing scope limitations, in the auditors' opinion the financial statements give a true and fair view, in all material respects, of the loss and cash flows of the Group for the year then ended and have been properly prepared in accordance with the disclosure requirements of the Hong Kong Companies Ordinance.

MANAGEMENT DISCUSSION AND ANALYSIS

Business review

For the year ended 30 November 2001, the Group recorded a turnover of about HK$1.7 million, representing a drop of 90% from last year, and a net loss of about HK$8.8 million representing mainly the administrative expenses incurred. During the year, substantially all of the management time and resources had been devoted to the Group's restructuring work, and accordingly, the operating result was adversely affected.

With the tremendous effort made by all the management and staff members, the Group finally succeeded in compromising its debts with major creditors including its debentures holder and banks by means of a combination of cash payment and issuance of new shares. To improve the working capital of the Group, the Company had completed a placement of shares to its single largest shareholder, Marble King International Limited, in September 2001 and undertook a successful one to one rights issue in October 2001 which in aggregate has raised cash of approximately HK$93.5 million for the Group.

Liquidity and resources

After completion of the fund raising work as mentioned in the section of "Business review" above and payments to major creditors, the Group had net current assets of about HK$1.4 million with cash and bank balances of about HK$67 million as at 30 November 2001.

The Group's gearing ratio as at 30 November 2001 was significantly improved to 87% with total borrowings of about HK$13 million over shareholders' fund of about HK$15 million.

After completion of the restructuring, the remaining outstanding liabilities of the Group are mostly at subsidiary level and are not guaranteed by the Company. Management intends to handle these liabilities in fiscal 2002 through negotiation and/or other restructuring means. Upon completion of these procedures, the Group will be in a clean and tidy status to confront the beginning of a new era.

Pledge of assets

As at 30 November 2001, certain assets of the Group with an aggregate net book value of approximately HK$11,838,000 were pledged to secure credit facilities granted to the Group.

Employees

As at 30 November 2001, the total number of employees of the Group was about 30. The Group continues to adopt the same remuneration policy as last year with reference to prevailing market practice and basing on the individual performance, working experience and degree of hardship of the employees.

Prospects

With the improvement in working capital after completion of the restructuring, the Group will be able to reactivate its core garments and related business whilst it will explore opportunities for diversifying into new business with growth potential in order to restore the Group's profitability and strengthen the shareholders' value of investment.

PUBLICATION OF FINANCIAL INFORMATION

The annual report of the Group for the year ended 30 November 2001 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 of Hong Kong Limited (the "Stock Exchange") in due course.

CHANGES IN DIRECTORS

The Directors regret to announce that Mr. Ho Ping is going to resign as non-executive director of the Company with effect from 8 January 2002. The Directors would like to express their thanks to Mr. Ho for his past contribution to the Company.

In addition, the Directors are pleased to announce that (i) Ms. Wong Yuk Ching, Antonia, who has more than 20 years' experience in the sale and merchandising of garments, is going to be appointed, as an executive director of the Company with effect from 8 January 2002 and (ii) Mr. Lai Ka Fai, who is an executive director of the Company, is going to be re-designated as non-executive director of the Company with effect from 8 January 2002.

By Order of the Board

Yeung Kwok Kwong

Chairman

Hong Kong, 7 January 2002

For identification only

NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the 2002 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 Monday,18 February 2002 at 10:00 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 2001;

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;

4.
To consider and, if thought fit, pass with or without amendments, the following resolution as an Ordinary Resolution:

"THAT

(a)
the exercise by the Directors during the Relevant Period of all the powers of the Company to purchase its shares, subject to and in accordance with the applicable laws, be and is hereby generally and unconditionally approved;

(b)
the total nominal amount of the shares to be purchased pursuant to the approval in paragraph (a) above shall not exceed 10% of the total nominal amount of the share capital of the Company in issue on the date of this Resolution, and the said approval shall be limited accordingly; and

(c)
for the purpose of this Resolution, "Relevant Period" means the period from the passing of this Resolution until whichever is the earlier of:

(i)
the conclusion of the next Annual General Meeting of the Company;

(ii)
the revocation or variation of the authority given under this Resolution by ordinary resolution of the Company in general meeting; and

(iii)
the expiration of the period within which the next Annual General Meeting of the Company is required by the Articles of Association of the Company or the laws of the Cayman Islands to be held.";

5.
To consider and, if thought fit, pass with or without amendments, the following resolution as an Ordinary Resolution:

"THAT

(a)
the exercise by the Directors during the Relevant Period of all the powers of the Company to issue, allot and dispose of additional shares of the Company and to make or grant offers, agreements and options which would or might require shares to be allotted, issued or disposed of during or after the end of the Relevant Period, be and is hereby generally and unconditionally approved, provided that, otherwise than pursuant to a rights issue where shares are offered to shareholders on a fixed record date in proportion to their then holdings of shares (subject to such exclusions or other arrangements as the Directors 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 any recognised regulatory body or any stock exchange in any territory outside Hong Kong) or any option scheme or similar arrangement for the time being adopted for the grant or issue to officers and/or employees of the Company and/or any of its subsidiaries of shares or rights to acquire shares of the Company, the total nominal amount of additional shares issued, allotted, disposed of or agreed conditionally or unconditionally to be issued, allotted or disposed of (whether pursuant to an option or otherwise) shall not in total exceed 20% of the total nominal amount of the share capital of the Company in issue on the date of this Resolution and the said approval shall be limited accordingly; and

(b)
for the purpose of this Resolution, "Relevant Period" means the period from the passing of this Resolution until whichever is the earlier of:

(i)
the conclusion of the next Annual General Meeting of the Company;

(ii)
the revocation or variation of the authority given under this Resolution by ordinary resolution of the shareholders in general meeting; and

(iii)
the expiration of the period within which the next Annual General Meeting of the Company is required by the Articles of Association of the Company or the laws of the Cayman Islands to be held.";

6.
To consider and, if thought fit, pass with or without amendments, the following resolution as an Ordinary Resolution:

"THAT the general mandate granted to the Directors of the Company pursuant to Resolution 5 above and for the time being in force to exercise the powers of the Company to issue, allot or dispose of additional shares and to make or grant offers, agreements and options which might require the exercise of such powers be and is hereby extended by the total nominal amount of shares in the capital of the Company repurchased by the Company since the granting of such general mandate referred to in the above Resolution 4 pursuant to the exercise by the Directors of the Company of the powers of the Company to purchase such shares, provided that such amount shall not exceed 10% of the total nominal amount of the share capital of the Company in issue on the date of this Resolution."

By Order of the Board

Yeung Kwok Kwong

Chairman

Hong Kong, 7 January 2002

Notes:

1.
The register of members of the Company will be closed from Friday, 15 February 2001 to Monday, 18 February 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 Monday, 11 February 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.

4. An explanatory statement containing further details regarding Resolutions Nos. 4 to 6 above will be despatched to shareholders together with the 2001 Annual Report.

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