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KIN DON HOLDINGS LIMITED
MARBLE KING INTERNATIONAL LIMITED

(incorporated in the Cayman Islands with limited liability)
(incorporated in the British Virgin Islands with limited liability)

Joint announcement

Subscription for new Shares 

and Convertible Preference Shares 

and 

Application for the granting of the Whitewash Waiver

and

Capital Reorganisation

Subscription Agreement

.
On 26 June, 2000, the Company entered into a subscription agreement with Marble King, Keen Intelligence and Mr. Au in relation to the subscription of 1,200,000,000 new Ordinary Shares and 3,400,000,000 Convertible Preference Shares by Marble King at an issue price of HK$0.05 per Share and HK$0.05 per Convertible Preference Share respectively. The subscription price per Ordinary Share of HK$0.05 represents a discount of about 75.5% to the closing price of HK$0.204 per Share as quoted on the Stock Exchange on 23 June, 2000, the last trading day prior to the suspension of trading in the Existing Shares pending the issue of this announcement.

.
The New Convertible Preference Shares shall be issued partly paid as to 10% of the issue price on Completion.

.
Save for the Loan Agreement as described hereunder, Marble King, is independent of the directors, chief executive and substantial shareholders of the Company, any of its subsidiaries or their respective Associates. Marble King and parties acting in concert with it do not currently own any Existing Shares or interest in the Company. Upon Completion, Marble King and parties acting in concert with it will be interested in an aggregate of 1,200,000,000 Ordinary Shares representing approximately 56.1% of the issued share capital of the Company as enlarged by the issue of the New Ordinary Shares and after the Capital Reorganisation.

.
Marble King will apply to the Executive for the Whitewash Waiver which, if granted, would normally be subject to the approval of the Independent Shareholders on a vote taken by way of a poll. The Executive may or may not grant the Whitewash Waiver. Completion is conditional upon, amongst other things, the granting of the Whitewash Waiver by the Executive. If the condition of granting the Whitewash Waiver by the Executive is not fulfilled, Marble King will not proceed with the Subscription and the Subscription Agreement will lapse. 

.
The aggregate consideration for the subscription of the New Ordinary Shares and the subscription of the New Convertible Preference Shares (on a partly paid basis) of HK$77 million will be paid in cash by Marble King upon Completion.

Loan Agreement

*
On 12 October, 1999, Keen Intelligence entered into  loan documentation with Magical Eyes for a loan of a principal amount of HK$35,000,000 under which Magical Eyes may, only upon happening of an event of default not waived by Magical Eyes and after service of reasonable notice requiring remedy of the same exercise or purport to exercise, voting rights attached to 250,500,000 Existing Shares charged to it by Keen Intelligence. Magical Eyes has never served any notice requiring remedy of default since the execution of the loan documentations. As at the date of this announcement, an amount of HK$30 million is still owed by Keen Intelligence to Magical Eyes.

Capital Reorganisation

*
Pursuant to the Subscription Agreement, it is proposed that the nominal value of the issued Existing Shares will be reduced from HK$0.10 to HK$0.05 each and each of the authorised and the unissued Existing Share of the Company of HK$0.10 will be sub-divided into two Existing Shares of HK$0.05 each.

General

* 
Trading in the Shares of the Company on the Stock Exchange was suspended at the request of the Company with effect from 10:00 a.m. on 26 June, 2000 pending release of this announcement. Application has been made by the Company to the Stock Exchange for the resumption of trading in the Shares of the Company with effect from 10:00 a.m. on Friday, 30 June, 2000.

* 
Shareholders should be aware that the Subscription Agreement is conditional upon a number of conditions as set out under the section headed ``Conditions of the Subscription Agreement'' and may or may not be proceeded with. Shareholders and potential investors are advised to exercise caution when dealing in the Shares.

Reference is made to the announcement of the Company dated 22 June, 2000 in relation to the Company's preliminary negotiation with a company related to the creditor of Keen Intelligence to arrange for a funding which may result in an issue of new shares. On 26 June, 2000, the Company entered into a subscription agreement with Marble King, Keen Intelligence and Mr. Au in relation to the subscription of 1,200,000,000 new Ordinary Shares and 3,400,000,000 Convertible Preference Shares by Marble King at an issue price of HK$0.05 per Share and HK$0.05 per Convertible Preference Share (on a partly paid basis) respectively.

THE SUBSCRIPTION AGREEMENT

Date

26 June, 2000

Parties

(i) 
The Company

(ii) 
Marble King (an investment holding company incorporated in the British Virgin Islands with limited liability currently beneficially and wholly owned by Mr. Or. It is the intention of Mr. Or that Marble King will be settled in a discretionary trust, the discretionary objects of which are Mr. Or and his family members)

(iii) 
Keen Intelligence (a company which is 92% and 8% beneficially owned by Mr. Au and Mr. Ou Tong De respectively)

(iv)
Mr. Au (chairman of the Company)

Save for the Loan Agreement, Marble King is independent of the directors, chief executive and substantial shareholders of the Company, any of its subsidiaries or their respective Associates. Keen Intelligence and Mr. Au are existing shareholders of the Company and each of them own 250,500,000 and 29,090,000 Existing Shares (representing approximately 26.6% and 3.1% of the existing issued share capital of the Company) respectively. 

Shares to be issued

Under the Subscription, 1,200,000,000 Ordinary Shares are to be subscribed by Marble King or its nominees, representing approximately 127.6% of the existing issued share capital of the Company and approximately 56.1% of the issued share capital of the Company as enlarged by the New Ordinary Shares. The existing issued number of shares of the Company is 940,661,976 Existing Shares.

Pursuant to the Subscription Agreement, 3,400,000,000 Convertible Preference Shares are to be subscribed by Marble King or its nominees. The underlying Ordinary Shares to be converted upon full conversion of 3,400,000,000 Convertible Preference Shares represent  approximately 61.4% of the issued share capital of the Company as enlarged by the issue of the New Ordinary Shares and full conversion of the New Convertible Preference Shares. The New Convertible Preference Shares shall be issued partly paid on Completion as to 10% of their subscription price (i.e. HK$0.005 per Preference Share). Currently, there are no Convertible Preference Shares in issue. Under the terms of the Convertible Preference Shares, there is no time restriction for the Convertible Preference Shares to be fully paid up.

The Convertible Preference Shares will not be listed on the Stock Exchange or other stock exchange.

Upon full conversion of the New Convertible Preference Shares, Marble King will own approximately 4,600,000,000 Ordinary Shares, representing approximately 83.0% of the issued share capital of the Company as enlarged by the New Ordinary Shares and full conversion of the New Convertible Preference Shares.

The New Ordinary Shares will rank pari passu in all respects with all Existing Shares, including the right to receive all future dividends and distributions to be declared, made or paid by the Company on or after Completion.

Subscription Price

HK$0.05 per Ordinary Share, which was determined after arm's length negotiations.

The subscription price per Ordinary Share of HK$0.05 represents a discount of about 75.5% to the closing price of HK$0.204 per Share as quoted on the Stock Exchange on 23 June, 2000, the last trading day prior to the suspension of trading in the Existing Shares pending the issue of this announcement, and a discount of about 75.0% to the average closing price of HK$0.2 per Share over the 20 trading days up to and including 23 June, 2000.

The terms of the Subscription Agreement were negotiated on an arm's length basis. In negotiating the Subscription Price, the directors of the Company and Marble King have taken into account the following factors, amongst others:

* 
the Group recorded an unaudited loss of about HK$155.6 million for the year ended 30 November, 1999; 

* 
adjusted unaudited consolidated net asset value as at 31 March, 2000 of approximately HK$24 million  (representing approximately HK$0.03 per Existing Share based on the existing issued ordinary share capital of the Company). The Subscription Price represents a premium of approximately 66.7% over the unaudited net asset value of HK$0.03 per Existing Share as at 31 March, 2000; and

.
total unaudited indebtedness of the Group of approximately HK$157 million as at 31 March, 2000.

Lock up period

Mr. Au and Keen Intelligence are permitted to dispose of their respective holdings of 29,090,000 Shares and 250,500,000 Shares owned by them (``Relevant Shares''), representing an aggregate of approximately 29.7% of the existing issued share capital of the Company and approximately 13.1% of the issued share capital of the Company as enlarged by the New Ordinary Shares according to the following schedule:

(a) 
up to 50% of the Relevant Shares immediately after the date of Completion; and

(b) 
up to 100% of the Relevant Shares immediately after the expiry of a period of nine months from the date of Completion.

No purchasers for the Relevant Shares have been identified and no negotiation or discussion on such disposal has commenced.

Pursuant to the Subscription Agreement, the above arrangement shall not prohibit Magical Eyes from exercising its power of sales conferred on it under the Loan Agreement as described below. As at the date of this announcement, an amount of HK$30 million is still owed by Keen Intelligence to Magical Eyes. Reference is made to the Company's announcement dated 31 May, 2000, the directors of the Company undertake that they will not deal in the Shares until the final audited results of the Company for the year ended 30 November, 1999 is published.

Terms of the Convertible Preference Shares

Partly paid: 

Any holder of partly paid Convertible Preference Shares may elect to advance to the Company part of moneys uncalled or unpaid on any such Convertible Preference Shares. The Company is not permitted to make calls with respect to amounts unpaid on any partly paid Convertible Preference Shares.

Issue price: 
HK$0.05 per Convertible Preference Share.

Dividend: 
A fixed cumulative preferential dividend at the rate of 5% per annum on the capital for the time being issued and paid up provided such Convertible Preference Share has been fully paid up. Such dividend shall be paid by two equal instalments in June and December each year.

Conversion: 
For the period commencing on the date of Completion and ending on the date being five years thereafter inclusive at the rate of one ordinary Share for every one fully paid Convertible Preference Share (subject to adjustments). The right to convert may be exercised in whole or in part (not involving a fraction of one share).

Redemption: 
For the period commencing on the Completion and ending on the date being five years thereafter inclusive at any time, the Convertible Preference shareholders may require the Company to redeem, to the extent conversion has not been elected by the Convertible Preference shareholders, the outstanding Convertible Preference Shares for the amount paid up together with any arrears or accruals of the fixed cumulative preferential dividend on such Convertible Preference Shares. The Convertible Preference Shares are not redeemable by the Company.

Voting: 
No voting rights unless (i) fixed cumulative preferential dividend payable is in arrears for at least six months; (ii) the Company is in default of payment of redemption monies; or (iii) there is a resolution proposed to wind up the Company or affect alter, abrogate the rights or privileges or restrictions attaching to the Convertible Preference Shares, in which event the holders of the Convertible Preference Shares shall be entitled to vote on such resolution only. At present, the Convertible Preference Shares have no voting rights.

Transferability
There is no restriction on the transfer of the Convertible Preference Shares. The new directors of the Company and the directors of Marble King undertake to the Company and the Stock Exchange that it will disclose to the Company and the Stock Exchange if the Convertible Preference Shares are transferred to any connected person as defined under the Listing Rule.

Upon full conversion of the Convertible Preference Shares, Marble King will own 4,600,000,000 Ordinary Shares representing approximately 83.0% of the issued share capital of the Company as enlarged by the New Ordinary Shares and full conversion of the New Convertible Preference Shares. This will result in less than 25% of the Company's Shares being held by the public. The directors of Marble King will jointly and severally undertake to the Stock Exchange that they will not convert any Convertible Preference Shares which will result in less than 25% of the Company's Shares being held by the Public. 

Conditions of the Subscription Agreement

Completion is conditional upon the following conditions being fulfilled:

(a)
Marble King having reasonably satisfied with the result of the due diligence exercise carried out by Marble King in the assets, liabilities and business of the Group that the consolidated net tangible assets value of the Group as at 31 May, 2000 was not less than HK$20,000,000;

(b)
the Subscription Agreement being approved by the shareholders of the Company on a poll in a duly convened extraordinary general meeting;

(c)
the Capital Reorganisation being approved by the shareholders of the Company in a duly convened extraordinary general meeting and the Grand Court of the Cayman Islands having confirmed the Capital Reduction;

(d)
a copy of the Grand Court of the Cayman Islands order confirming the Capital Reduction having been delivered to and registered by the Registrar of Companies in the Cayman Islands;

(e)
the Listing Committee of the Stock Exchange having granted listing of and permission to deal in the Ordinary Shares resulting from the Capital Reorganisation, the New Ordinary Shares and any Ordinary Shares which may be issued pursuant to the exercise of conversion rights attaching to the Convertible Preference Shares;

(f)
the current listing of the Existing Shares or the Ordinary Shares, as the case may be, not having been withdrawn, the Shares, as the case may be, continuing to be traded on the Stock Exchange (save for any temporary suspensions pending any announcement in connection with the execution of Subscription Agreement on the transactions contemplated under Subscription Agreement) and no indication being received on or before the Completion from the Stock Exchange or the SFC to the effect that the listing of the Shares on the Stock Exchange will or may be withdrawn or objected to (or conditions will or may be attached thereto) as a result of Completion or in connection with the terms of Subscription Agreement;

(g)
the issue of the New Convertible Preference Shares being approved by the shareholders of the Company on a poll in a duly convened extraordinary general meeting;

(h)
all requirements imposed by the Stock Exchange under the Listing Rules or otherwise in connection with the transactions contemplated the Subscription Agreement having been fully complied with;

(i)
all necessary consents from the relevant authorities in the Cayman Islands in relation to the allotment and issue of the New Convertible Preference Shares pursuant to the Subscription Agreement and the allotment and issue of the Ordinary Shares which fall to be issued upon conversion of the Convertible Preference Shares having been obtained;

(j)
no member of the Group (including the Company itself) having before Completion and without the prior written consent of Marble King (such consent not to be unreasonably withheld or delayed) passed any resolution in general meeting (except the resolutions approving the Subscription Agreement, the Capital Reorganisation and in respect of the New Convertible Preference Shares) or changed its Articles of Association;

(k)
the warranties remaining true and accurate and not misleading in any material respect at Completion as it repeated at Completion and at all times between the date of the Subscription Agreement and Completion;

(l)
all requisite consents for the transactions contemplated under the Subscription Agreement having been obtained from financial institutions who have entered into financing agreements with the Group;

(m)
the Company having complied fully with the obligations and otherwise having performed in all material respects of all the covenants and agreements required to be performed by it under the Subscription Agreement;

(n)
the granting by the Executive of the Whitewash Waiver;

(o)
Stone Church having given its consent to the Company in entering into all the transactions, and performing all the Company's obligations, contemplated under the Subscription Agreement and written notice to that effect having been given by Stone Church to the Company; and

(p)
Marble King having obtained a legal opinion from the Cayman Islands lawyers in respect of the validity, legality and enforceability of the provisions in the Subscription Agreement under the laws of the Cayman Islands in form and substance to the satisfaction of Marble King.

Marble King may waive any or all of the conditions. Shareholders of the Company who are involved or interested in the transactions contemplated under the Subscription Agreement (including Keen Intelligence, Mr. Au and Glowing Bless and parties acting in concert with any of them and their respective Associates) will abstain from voting at the extraordinary general meeting. In relation to the Whitewash Waiver referred to in (n) above, if it is granted by the Executive, the Whitewash Waiver, the Subscription Agreement and the issue of Convertible Preference Shares will be subject to the approval of the Independent Shareholders on a vote taken by way of a poll in the extraordinary general meeting.

In relation to point (o) above, pursuant to the agreement dated 21 January, 2000 entered into between Stone Church and the Company in relation to the issue of the Debenture, the Company may not issue any Existing Shares, debentures or other securities the maximum numbers of Existing Shares to be issued pursuant to any conversion rights thereunder in any 30 days period exceeds 35% of the aggregate trading volume of the Existing Shares over the 30 days preceding such issue unless Stone Church is given the first right of refusal in respect of such issue. As disclosed in the Company's circular dated 2 February, 2000 in relation to the issue of the Debenture, Stone Church is an investment holding company for private investment funds which are accredited investors under the United States Securities Act. The beneficial owners of Stone Church, its directors and managers and their respective Associates are independent third parties not connected with the directors, chief executive, substantial shareholders of the Company or its subsidiaries or any of their Associates and Mr. Or and his Associates.

Although the condition of granting the Whitewash Waiver by the Executive is waivable by Marble King, Marble King does not intend to make a general offer in respect of the Shares should the Whitewash Waiver not be granted and will not waive this condition. Therefore, the Subscription Agreement will lapse and all rights and obligations thereunder will cease and terminate.

Completion

The aggregate consideration for the subscription of the New Ordinary Shares and the subscription for the New Convertible Preference Shares (on a partly paid basis) of HK$77 million will be paid in cash upon Completion. Completion will take place on the fifth business day after all conditions of the Subscription Agreement have been fulfilled. It is expected that the date of Completion will be on or before 30 September, 2000. In the event that the above conditions of the Subscription Agreement are not fulfilled or waived by Marble King on or before 30 September, 2000 or such other date as may be agreed in writing between the Company and Marble King, the Subscription Agreement will lapse.

Use of proceeds

The gross proceeds from the Subsciption for the New Ordinary Shares and the New Convertible Preference Shares (on a partly paid basis) are estimated to amount to HK$77 million. It is intended that the net proceeds will be used principally as general working capital of the Group. It is the intention of the Company to use the proceeds from the balance of the partly paid Convertible Preference Shares as general working capital.

Whitewash Waiver

Save for the charge over the 250,500,000 Existing Shares beneficially owned by Keen Intelligence in favour of Magical Eyes as securities for the loan as described in the Loan Agreement Section below, Marble King and parties acting in concert with it, do not currently own any Shares or interest in the Company. Upon Completion, Marble King and parties acting in concert with it will be interested in an aggregate of 1,200,000,000 Ordinary Shares representing approximately 56.1% of the issued share capital of the Company as enlarged by the New Ordinary Shares. The existing shareholding structure and the shareholding structure on Completion are set out in the section headed ``Shareholding Structure'' below. Marble King and parties acting in concert with it had not dealt with the Existing Shares of the Company during the six months period prior to the date of this announcement. Marble King and parties acting in concert with it have undertaken that they will not deal in the Shares until the close of the extraordinary general meeting.

Under Rule 26 of the Takeovers Code, upon Completion, Marble King will be required to make an unconditional general offer for all the issued Ordinary Shares and other securities not already owned or agreed to be acquired by Marble King and parties acting in concert with it. Marble King will apply to the Executive for the Whitewash Waiver which, if granted, would normally be subject to the approval of the Independent Shareholders on a vote taken by way of a poll. The Executive may or may not grant the Whitewash Waiver. Completion is conditional upon, amongst other things, the granting of the Whitewash Waiver by the Executive. If the condition of granting the Whitewash Waiver by the Executive is not fulfilled, the Subscription Agreement will lapse.

Loan Agreement

On 12 October, 1999, Keen Intelligence, a company incorporated in the British Virgin Islands, which is 92% and 8% beneficially owned by Mr. Au and Mr. Ou Tong De (a director of the Company) respectively, and the shareholder of 250,500,000 Existing  Shares in the Company, entered into the Loan Agreement with Magical Eyes for the grant of a loan for a principal amount of HK$35,000,000. Under the Loan Agreement, Keen Intelligence also executed a charge (the ``Deed of Charge'') over 250,500,000 Existing Shares beneficially owned by it in favour of Magical Eyes as security for the loan. A second legal charge over a property located at Flat no. 02, 46th and 47th Floors of Apartment Tower on the Western Side, Convention Plaza, No. 1 Harbour Road, Hong Kong was also granted in favour of Magical Eyes.  The registered owner of the abovesaid property is Kin Don (China) Limited, a company owned as to 55% by Mr. Au, 30% by Mr. Ou Tong Guo and 15% by Ou Tong Shu who are brothers of Mr. Au. On the same date and simultaneously with the execution of the above loan documents, Keen Intelligence and Magical Eyes also entered into, inter alia, a side agreement (``Side Agreement''), the effect of which is mentioned below.

Pursuant to the terms of the Deed of Charge as varied by the Side Agreement, Magical Eyes may only upon happening of an event of default not waived by Magical Eyes and after service of reasonable notice requiring remedy of the same, exercise or purport to exercise the voting rights attached to 250,500,000 Existing Shares charged to it by Keen Intelligence. Magical Eyes has never served any notice requiring remedy of default since the execution of the loan documentations. Mr. Au had guaranteed the performance of the obligations of Keen Intelligence under the Loan Agreement.  The interest of the loan is fixed at 24% per annum. The loan was intended to be fully repaid by 12 April, 2000. As at the date of this announcement, an amount of HK$30 million is due and owing. Attempts have been made by Keen Intelligence/Mr. Au to dispose of the charged property for repayment of the loan. It is the intention of Magical Eyes that the Deed of Charge and the second legal charge over the abovesaid property will be released upon full repayment of the loan.

Capital Reorganisation

As at the date of this announcement, the authorised share capital of the Company is HK$1,000,000,000 divided into 10,000,000,000 Existing Shares, and the issued share capital of the Company is HK$94,066,197.60 divided into 940,661,976 Existing Shares.

Pursuant to the Subscription Agreement, it is proposed that the nominal value of the issued share capital of the Company be reduced from HK$0.10 to HK$0.05 each. The credit arising from the capital reduction of approximately HK$47 million will be applied to write off the accumulated losses of the Company to the same extent. The authorised unissued share capital of the Company will be sub-divided into shares of HK$0.05 each (the ``Capital Reorganisation'').

SHAREHOLDING STRUCTURE

Set out below is a table showing the existing shareholding structure, the structure on completion of the Subscription and the structure upon full conversion of the New Convertible Preference Shares.


Existing shareholding structure

Upon Completion

Upon Completion and upon full conversion of the New Convertible Preference Shares



Number of Shares
%
Number of Shares
%
Number of Shares
%

Keen Intelligence
250,500,000
27
250,500,000
12
250,500,000
5

Glowing Bless
13,750,000
1
13,750,000
1
13,750,000
0

Mr. Au
29,090,000
3
29,090,000
1
29,090,000
0

Luminous Corporation (Note)
29,700,000
3
29,700,000
1
29,700,000
0

Marble King
0
0
1,200,000,000
56
4,600,000,000
83

Public shareholders
617,621,976
66
617,621,976
29
617,621,976
12


940,661,976
100
2,140,661,976
100
5,540,661,976
100

The shareholding structure assumed that there is no exercise of the conversion rights by the holders of the Debenture after the date of this announcement.

Note: Luminous Corporation, a company which is 55% and 45% beneficially owned by Mr. Ou Tong Shu and Mr. Ou Tong Hui respectively, is interested in 29,700,000 Shares of the Company (representing approximately 3% of the Company's existing issued share capital). Both Mr. Ou Tong Shu and Mr. Ou Tong Hui are brothers of Mr. Au and they are not directors of the Company.

INFORMATION ON THE GROUP

Business

The Company is incorporated in the Cayman Islands with limited liability and its Existing Shares have been listed on the Stock Exchange since 9 September, 1998. The Company is an investment holding company and the Group is principally engaged in the marketing and distribution of men's garments, leather goods and accessories under the Group's Kin Don brandname.

Financial information

As at 31 March, 2000, the unaudited consolidated net asset value of the Company was approximately HK$24 million. Major assets include properties in Hong Kong and the PRC, inventory and investment in an associated company.

REASONS FOR AND BENEFITS OF THE SUBSCRIPTION

The Board does not foresee any substantial improvement in its business in the near term. For the year ended 30 November 1999, the Group suffered a significant unaudited net loss of HK$155.6 million.  As at 31 March, 2000, the Group also had outstanding borrowings of HK$157 million of which HK$106 million fall due within one year.

Given the deteriorating financial position, the Group has encountered difficulties in obtaining additional funding from external sources necessary for its operations.  Even if such funding is available, it is not recommended by the Board as the interest obligations under such external borrowings will only further increase the Group's financial burden.  The possibility of disposal of any operating assets would not be feasible for the Group either.

Under such unfavorable circumstances, the Board considers it most appropriate for the Group to obtain the necessary funding by way of the Subscription.  By entering into the Subscription Agreement, the Company is able to raise capital for the Company which can improve its financial position and provide additional capital for its business developments.

The Board considers the directors of Marble King as having relevant experience in the garment industry, which should be able to lead the Group in its business development and in exploring new business opportunities for the Group to strengthen and broaden its revenue stream. Given the business experience of the directors of Marble King, the Board expects synergy to be triggered by the Subscription with Marble King being the new controlling shareholder of the Company, and the prospects of the Group would be improved. Based on these potential benefits to the Group, the Board believes that the Subscription will be in the best interests of the Group and of all the existing shareholders of the Company.

INFORMATION ON Marble King

Marble King is an investment holding company incorporated in the British Virgin Islands on 31 March, 2000 with limited liability currently beneficially and wholly owned by Mr. Or. It is the intention of Mr. Or that Marble King will be settled in a discretionary trust, the discretionary objects of which are Mr. Or and his family members. Save for its interests in the Subscription Agreement, Marble King does not have any other assets and businesses.

INTENTION OF THE GROUP

Business

Marble King intends that the Group will continue its existing core business of marketing and distribution of men's garments, leather goods and accessories. Marble King will help the Group in identifying new business opportunities which may enhance its profitability and broaden its revenue stream. This may be achieved through, among other things, development of new markets and products for the Group's existing core business and by diversifying into other areas of business. The directors of Marble King will also conduct a review of the financial position and operations of the Group with a view to strengthening the operations and financial position of the Group, and depending on the capital needs of the Company, fund raising in the form of equity and/or debts may be required in due course. However, Marble King does not currently have any specific plan until it has evaluated such opportunities should they arise.

Directors of the Company

It is the intention of Marble King to nominate Mr. Or and Ms. Ng as directors to the Board upon Completion. It is intended that other than Mr. Au, all the existing executive directors of the Company (Mr. Ou Tong De, Mr. Lam Kwing Sun, Philip and Mr. Wei Chen Wen) will resign upon Completion. As such, the Board of the Company would comprise at least five directors, including one non executive director and two independent non-executive directors. The directors of Marble King intend that there will be no material changes to the existing management and employees of the Company and its subsidiaries following the Subscription.

Mr. Or, aged 49, is the chairman of Polytec Group which is a private group of companies principally engaged in garments business, (from manufacturing of fabric to finished garments for export to Europe and the United States of America) and property development and investment in Hong Kong and Macau. Mr. Or has over 20 years of experience in garment business, property development and investment in Hong Kong and Macau. Mr. Or also owns a 100% shareholding interest in Hantec Securities Co., Ltd., a registered securities broker in Hong Kong. Mr. Or is also a director of Hantec Securities Co., Ltd. Mr. Or is a director of Campanhia de Electricidada de Macau S.A.R.L., the electricity generation and supply company in Macau.

Ms. Ng, aged 48, is the wife of Mr. Or, Ms. Ng is also a director of Polytec Group and she is responsible for the general management of Polytec Group.

MAINTAINING THE LISTING OF THE COMPANY

It is the intention of Marble King to maintain the listing of the Company on the Stock Exchange after Completion. The directors of Marble King will jointly and severally undertake to the Stock Exchange that appropriate steps will be taken to ensure that sufficient public float exists for the Shares. The directors including the new directors of the Company will jointly and severally undertake to the Stock Exchange that appropriate steps will be taken to ensure that sufficient public float exists for the Shares.

The Stock Exchange has stated that it will closely monitor trading in the Shares if, at Completion, less than 25% of the Shares are held by the public. The Stock Exchange will also closely monitor all future acquisitions or disposals of assets by the Company. The Stock Exchange has the discretion to require the Company to issue a circular to its shareholders irrespective of the size of any proposed transaction, particularly when such proposed transaction represents a departure from the principal activities of the Company. The Stock Exchange also has the power to aggregate a series of transactions and any such transactions may result in the Company being treated as if it were a new listing applicant. 

If the Stock Exchange believes that:

* 
a false market exists or may exist in the Shares; or

* 
there are too few Shares in public hands to maintain an orderly market,

it will consider exercising its discretion to suspend trading in the Shares.

SUSPENSION AND RESUMPTION OF TRADING IN THE Shares

Trading in the Shares of the Company on the Stock Exchange was suspended at the request of the Company with effect from 10:00 a.m. on Monday, 26 June, 2000 pending release of  this announcement. Application has been made by the Company to the Stock Exchange for the resumption of trading in the Shares of the Company with effect from 10:00 a.m. on Friday, 30 June, 2000.

GENERAL

An independent board committee of the Board will be appointed to consider the Subscription and the Whitewash Waiver. An independent financial adviser will be appointed to advise the independent board committee regarding the Subscription and the Whitewash Waiver.

Vickers has been appointed to advise Marble King in connection with the Subscription.

Application will be made to the Stock Exchange for the listing of, and permission to deal in, the Shares to be issued under the Subscription.

A circular, containing details of the Subscription, the Capital Reorganisation, the Whitewash Waiver, the advice of the independent board committee and the independent financial adviser and notices of extraordinary general meeting will be sent to the shareholders of the Company respectively as soon as practicable.

In this announcement, the following expressions have the meanings set out below unless the context requires otherwise.

``Articles of Association''
the new articles of association of the Company to be adopted on Completion, such documents to be in the approved terms

``Associate(s)''
has the meaning ascribed thereto under the Listing Rules

``Board''
board of directors of the Company

``Capital Reduction''
the capital reduction in the nominal value of the issued Existing Share from HK$0.10 to HK$0.05 each

``Company''
Kin Don Holdings Limited, a company incorporated in the Cayman Islands with limited liability, the Shares of which are listed on the Stock Exchange

``Completion''
completion of the Subscription Agreement

``Convertible Preference Share(s)''
the 5% cumulative convertible redeemable Convertible Preference Shares of HK$0.05 each in the capital of the Company, the rights of which are set out in the Subscription Agreement and which will be incorporated in the Articles of Association 

``Debenture''
a convertible debenture issued by the Company to Stone Church on 29 January, 2000 for an amount of US$5,000,000 which has been partially converted; the outstanding amount to be converted on or before the expiration date of 31 December, 2003 is US$3,750,000 as at the date of this announcement

``Executive''
the Executive Director of the Corporate Finance Division of the SFC or any delegate of the Executive Director

``Existing Share(s)''
existing share(s) of HK$0.10 each in the capital of the Company prior to the Capital Reorganisation becoming effective

``Glowing Bless''
Glowing Bless Corporation, a company incorporated in the British Virgin Island and is wholly and beneficially owned by Mr. Au 

``Group''
the Company and its subsidiaries

``Hong Kong''
Hong Kong Special Administrative Region of the People's Republic of China

``Independent Shareholders''
shareholders of the Company other than Keen Intelligence, Mr. Au and Glowing Bless and parties acting in concert with any of them and their respective Associates

``Keen Intelligence''
Keen Intelligence Corporation, a company incorporated in the British Virgin Islands which is 92% and 8% beneficially owned by Mr. Au and Mr. Ou Tong De respectively

``Listing Rules''
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited

``Loan Agreement''
the loan agreement entered into between Keen Intelligence and Magical Eyes on 12 October, 1999 for a loan of a principal amount of HK$35,000,000

``Magical Eyes''
Magical Eyes Limited, a company incorporated in the British Virgin Islands and indirectly beneficially and wholly owned by The W.S. Or Family Trust, a discretionary trust, the discretionary objects are Mr. Or and his family members

``Marble King''
Marble King International Limited, a company incorporated in the British Virgin Islands currently beneficially and wholly owned by Mr. Or. It is the intention of Mr. Or that Marble King will be settled in a discretionary trust, the discretionary objects of which are Mr. Or and his family members

``Mr. Au''
Mr. Au Tung Chi, the chairman of the Company

``Mr. Or'' 
Mr. Johnny Or Wai Sheun

``Ms. Ng''
Ms. Ng Chi Man, the wife of Mr. Or

``New Convertible Preference Shares''
3,400,000,000 Convertible Preference Shares to be allotted and issued pursuant to the Subscription Agreement

``New Ordinary Shares''
1,200,000,000 Ordinary Shares to be allotted and issued pursuant to the Subscription Agreement

``Ordinary Shares''
ordinary shares of HK$0.05 each upon the Capital Reorganisation becoming effective in the capital of the Company

``PRC''
the People's Republic of China

``SFC''
Securities and Futures Commission

``Shares''
Existing Shares or Ordinary Shares, as the case may be

``Stock Exchange''
The Stock Exchange of Hong Kong Limited

``Stone Church''
Stone Church LLC, a private limited company incorporated in the Cayman Islands

``Subscription''
the subscription of the New Ordinary Shares and the New Convertible Preference Shares by Marble King on the terms under the Subscription Agreement

``Subscription Agreement''
the subscription agreement dated 26 June, 2000 among the Company, Marble King, Keen Intelligence and Mr. Au relating to the subscription for 1,200,000,000 Ordinary Shares and the subscription of 3,400,000,000 Convertible Preference Shares

``Subscription Price'' 
HK$0.05, the subscription price of the each of New Ordinary Shares

``Takeovers Code''
The Hong Kong Code on Takeovers and Mergers

``Vickers''
Vickers Ballas Capital Limited, an investment adviser registered under the Securities Ordinance (Chapter 333 of the Laws of Hong Kong)

``Whitewash Waiver''
a waiver from the obligation to make a general offer under the Takeovers Code pursuant to Note 1 on dispensations from Rule 26 of the Takeovers Code

``HK$''
Hong Kong dollar(s), the lawful currency of Hong Kong

By Order of the board of
By Order of the board of

Kin Don Holdings Limited
Marble King International Limited

Wei Cheng Wen
Johnny Or Wai Sheun

Director
Director

Hong Kong, 29 June, 2000

The directors of the Marble King jointly and severally accept full responsibility for the accuracy of the information contained in this announcement (other than that relating to the Group) and confirm, having made all reasonable enquiries, that to the best of their knowledge, opinions expressed in this announcement have been arrived at after due and careful consideration and there are no other facts not contained in this announcement, the omission of which would make any statement in this announcement misleading.

The directors of the Company jointly and severally accept full responsibility for the accuracy of the information contained in this announcement (other than that relating to Marble King) and confirm, having made all reasonable enquiries, that to the best of their knowledge, opinions expressed in this announcement have been arrived at after due and careful consideration and there are no other facts not contained in this announcement, the omission of which would make any statement in this announcement misleading. 
Please also refer to the published version of this announcement in the (Hong Kong iMail)
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