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Relocation of Factory, Profit Warning and

 Resumption of Trading

This announcement is made by the Company pursuant to Rule 13.09 of the Listing Rules and reference is made to the announcement of the Company dated 22 January 2008 in respect of an agreement relating to the relocation of the factory in Shenzhen. The Board wishes to inform the followings to the shareholders and investors of the Company:

(i) relocation of the Shenzhen factory as a result of entering into the Compensation Agreements by the Company as required by the Landlords ; and

(ii) the Group’s results for the year ended 31 March 2008 will be materially and adversely affected by the business interruption in its production capacity as a result of the relocation of the factory and the increasing operating cost due to the rising labour costs and the appreciation of the Renminbi.
At the request of the Company, trading in the shares of the Company on the Stock Exchange was suspended from 9:30 a.m. on 15 April 2008 pending the release of this announcement.  An 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 9:30 a.m. on 21 April 2008 on the Stock Exchange.
Shareholders of the Company and investors are advised to exercise caution when dealing in the shares of the Company.
RELOCATION OF FACTORY
This announcement is made by KTP Holdings Limited (the “Company” and together with its subsidiaries, the “Group”) pursuant to Rule 13.09 of the Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited (the “Stock Exchange”).  Reference is made to the announcement of the Company dated 22 January 2008 in respect of an agreement relating to the relocation of the factory in Shenzhen.

The board of directors (the “Board”) of the Company wishes to announce that on 14 April 2008, Kong Tai Shoes Manufacturing Company Limited (“KTS”), a wholly owned subsidiary of the Company entered into compensation agreements (the “Compensation Agreements”) with both深圳市華特實業有限公司 and 深圳市龍崗區龍崗鎮南聯村瑞合經濟合作社 (collectively known as the “Landlords”) in respect of the early termination of the lease agreements (the “Leases”) by the Landlords for the use of factory premises (the “Shenzhen Premises”) by KTS located at Longgang, Shenzhen, the People’s Republic of China (the “PRC”).

The terms of the Leases were agreed for 30 years and 50 years with an expiry date on 31 December 2020 and 31 December 2041 respectively.  The reason for the early termination of the Leases by the Landlords is that the local PRC government intends to redevelop the land occupied by the Shenzhen Premises for town renewal purpose.  As such, the Group will close down and relocate the production facilities of KTS to other production base in Dongguan, the PRC prior to July 2008.  The current production base in Dongguan is a major operating arm of the Group which accounts for about 40% of the Group’s production in 2007.  Although the Shenzhen Premises are material to the operation of the Group, which accounts for approximately 50% of the Group’s production capacity for the financial year 2007, the Group agrees for the early termination of the Leases is due to the consideration that the PRC government will redevelop the whole Longgang city which may no longer be suitable for the manufacturing operation of the Group.

The Group is entitled to a total compensation of RMB40 million from the Landlords for the early termination of the Leases.  The compensation amount was made with reference to a number of factors, including the obsolescence in plant and equipment, leasehold improvements, other expenses in relation to the relocation of the factory and the subsequent disruption in the Group’s business.  The Board is of the view that RMB40 million was determined by an arms-length negotiation and the entering into the Compensation Agreements is fair and reasonable.

PROFIT WARNING

In view of the above Compensation Agreements and in order to continue the manufacturing footwear OEM business of the Group, the Board has formulated a plan to streamline the relocation of production facilities of the Group in PRC.  The Group estimates that the relocation should last for a minimum of 6 months period commencing from the negotiation at the beginning of this year and consequently the production capacity has been interrupted on a stage by stage progress during the same period.  The effect of all the above factors may have impact on the Group to the extent that it will record a substantial amount of employees compensation and a significant asset impairments relating to the close down of a factory as well as the consequential interruption of the Group’s production capacity.  It is estimated that the overall production capacity will be reduced by 30% as a result of the above relocation with restrictions on sufficient supply of premises for the factory and the corresponding supply of labour resources.
In the consideration of the above and the worsening of the Group’s operation attributable to the upsurge in the operating costs of the Group resulting from the rising labour costs and the appreciation of the Renminbi against US dollars, the Board wishes to inform the shareholders of the Company and investors that the results of the Group may experience a significant decline for the year ended 31 March 2008 compared with that of the year ended 31 March 2007.

The profit warning information contained in this announcement is only a preliminary estimate performed by the management of the Company and is not based on any figures or information audited or reviewed by the Company’s auditors. As the financial statements for the year ended 31 March 2008 has not been completed, therefore the Company’s full year results are not yet available.
SUSPENSION AND RESUMPTION OF TRADING

At the request of the Company, trading in the shares of the Company on the Stock Exchange was suspended from 9:30 a.m. on 15 April 2008 pending the release of this announcement.  An 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 9:30 a.m. on 21 April 2008 on the Stock Exchange.

Shareholders of the Company and investors are advised to exercise caution when dealing in the shares of the Company.

By the Order of the Board

LEE CHI KEUNG RUSSELL
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