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GLORIOUS SUN ENTERPRISES LIMITED

(Incorporated in Bermuda with limited liability)

CONNECTED TRANSACTION

On 10 June 2002, the Vendor, a wholly-owned subsidiary of the Company, entered into the Agreement with the Purchaser whereby the Vendor will sell to the Purchaser the entire issued share capital of NZ Company at a consideration of NZ$2.00 (approximately HK$7.68). On or before the Completion, the Shareholder's Loan will also be assigned, on a dollar for dollar basis, to the Purchaser for a cash consideration of A$3.8 million (approximately HK$17.10 million). The Vendor will procure that (a) the Trademarks be transferred to the Purchaser within one (1) month from Completion and that (b) JWC (a wholly-owned subsidiary of the Company) will enter into a Management Services Agreement to provide comprehensive management services to NZ Company at a management fee of A$1,350,000 (approximately HK$6,075,000) per annum. Furthermore, the Purchaser will use its best endeavours to have JWC released from the guarantees of various leases of retail shops whereby NZ Company is the lessee and will indemnify and keep JWC indemnified against any liability arising from such leases.

NZ Company is engaged in the business of importing and retailing casual wear in New Zealand.

The Agreement, together with the Management Services Agreement when executed, will constitute a connected transaction for the Company under Chapter 14 of the Listing Rules. The aggregate consideration does not exceed 3 per cent. of the Company's consolidated net assets and the transaction is accordingly disclosed in this announcement pursuant to Rule 14.25(1) of the Listing Rules and will be disclosed in the Company's next published annual report and accounts for the year ending 31 March 2003.

1.
Date of the Agreement

10 June 2002

2.
Parties

(1) 
the Vendor; and

(2) 
the Purchaser

3.
Assets realised under the Agreement

(1)
Sale Shares : 1,191,264 shares of NZ$1.00 each being the entire issued share capital of NZ Company;

(2)
Shareholder's Loan : the shareholder's loan in an aggregate amount of A$3.8 million (approximately HK$17.10 million) being owed by NZ Company to the Group; and

(3)
the Trademarks, conferring exclusive rights to the "Jeanswest" trademark in New Zealand.

The Purchaser will also use its best endeavours to have JWC released from the guarantees of various leases of retail shops whereby NZ Company is the lessee and will indemnify and keep JWC indemnified against any liability arising from such leases.

4.
Conditions precedent of the Agreement

The Completion is conditional upon:-

(a) 
the results of a due diligence exercise to be conducted against NZ Company within three (3) weeks from the date of the Agreement being satisfactory to the Purchaser;

(b)
all necessary regulatory and shareholders' approvals being obtained; and

(c)
the Purchaser approving the terms of the Management Services Agreement.

5.
Consideration

The consideration for the sale of the Sale Shares, the assignment of the Shareholder's Loan and the transfer (at no cost) of the Trademarks is an aggregate of A$3,800,001.69 (approximately HK$17,100,007).

The consideration was arrived at after arm's length negotiation between the Vendor and the Purchaser, with reference to the unaudited accumulated deficit of NZ Company as at 31 March 2002 (being the amount of NZ$1,619,797 (approximately HK$6,220,020)) and the investment cost of the Group in NZ Company (being the amount of A$4,816,545 (approximately HK$21,674,453)).

NZ Company's audited net profits (losses) after tax for the three years ended 31 March 2001 were approximately NZ$0.595 million (approximately HK$2,284,800), NZ$(0.54 million) (approximately (HK$2,073,600)) and NZ$(1.66 million) (approximately (HK$6,374,400)) respectively. According to its unaudited management accounts, NZ Company's net profit after tax was approximately NZ$0.12 million (approximately HK$460,800) for the year ended 31 March 2002. Based on the unaudited balance sheet as at 31 March 2002, NZ Company has a deficit in shareholders' equity of NZ$1,619,797 (approximately HK$6,220,020). The valuation (including the Trademarks) report prepared by the Valuer values NZ Company between A$3,500,000 (approximately HK$15,750,000) and A$4,100,000 (approximately HK$18,450,000). Therefore, the total consideration of A$3,800,001.69 (approximately HK$17,100,007) under the Agreement represents (i) a premium to such deficit in shareholders' equity; and (ii) a premium of approximately 8.57 per cent. and a discount of 7.32 per cent. to such low and high valuation range respectively of the valuation prepared by the Valuer.

The Board, including the independent non-executive directors of the Company, is of the view that the transaction is fair and reasonable insofar as the independent shareholders of the Company are concerned and is in the interest of the Company and its shareholders as a whole.

6.
Completion

The Completion of the Agreement is anticipated to be on 10 July 2002.

7.
Purpose of the transaction

The Group is principally engaged in the retailing, export and production of casual wear.

NZ Company has been engaged in the business of importing and retailing casual wear in New Zealand for over five (5) years and has leased 28 retail shops including two (2) clearance stores in New Zealand.

The Board is of the view that the disposal of NZ Company will better enhance the financial performance of the Group given the negative or immaterial return on equity generated by NZ Company over the past years (as mentioned in the above "Consideration" section). Products under the "Jeanswest" brand are well established in Australia and New Zealand, but the New Zealand marketplace is, in particular, a mature market. The Board does not envisage that NZ Company's performance will materially improve in the near future and that the current retail network of NZ Company will expand significantly in the future. The Board views NZ Company as a matured investment yielding a low or nil return on shareholders' equity in New Zealand, a marketplace which offers no critical mass. The Board has taken a more focus approach on the Group's core business under the "Jeanswest" brand and considers that Australia should be the market place for which such business may best be pursued under the current business circumstances. Accordingly, the Board considers that the disposal of NZ Company would be in the interests of the Company and its shareholders as a whole.

8.
Use of proceeds

The proceeds of the disposal of NZ Company will be used as general working capital of the Group.

9. 
Proposed Management Services Agreement

Parties: 
(1)
NZ Company; and


(2) 
JWC, a wholly-owned subsidiary of the Company

Term:
twelve (12) months and thereafter terminable upon notice

Fee:
A$1,350,000 (approximately HK$6,075,000) per annum

Nature:
JWC shall provide comprehensive management services to NZ Company

JWC, a company incorporated in Australia, is experienced in the business of importing, marketing, merchandising and retailing of jeans and other leisurewear, through more than 160 retail outlets, in Australia.

The management service fee was arrived at after arm's length negotiation between the parties, taking into consideration the actual cost that would be incurred by JWC together with a small profit margin. This management fee represents approximately 9 per cent. of the total unaudited turnover of NZ$17.8 million (approximately HK$68,352,000) of NZ Company for the year ended 31 March 2002. The Board, including the independent non-executive directors of the Company, is of the view that the transaction is fair and reasonable insofar as the independent shareholders of the Company are concerned and is in the interest of the Company and its shareholders as a whole. If the terms are altered, the Company will comply with the provisions of Chapter 14 of the Listing Rules and make further announcement if appropriate.

10.
Connected transaction implications

As the Purchaser is indirectly owned as to 75 per cent. by the existing substantial shareholders and directors of the Company (namely, Messrs. Charles Yeung and Yeung Chun Fan), the Agreement, together with the Management Services Agreement when executed, constitute a connected transaction for the Company under Chapter 14 of the Listing Rules.

The aggregate consideration, including the management fee of A$1,350,000 (approximately HK$6,075,000), does not exceed 3 per cent. of the Company's consolidated net assets and the transaction is accordingly disclosed in this announcement pursuant to Rule 14.25(1) of the Listing Rules and will be disclosed in the Company's next published annual report and accounts for the year ending 31 March 2003.

11.
Definitions

"Agreement"
a conditional agreement for the sale and purchase of shares in NZ Company dated 10 June 2002 entered into between the Vendor and the Purchaser

"Board"
The board of directors of the Company

"Company"
Glorious Sun Enterprises Limited, the shares of which are listed on the Stock Exchange, is a company incorporated in Bermuda and the holding company of the Vendor

"Completion"
the completion of the Agreement

"JWC"
Jeanswest Corporation Pty Limited, a company incorporated in Australia and a wholly-owned subsidiary of the Company

"Group"
the Company and its subsidiaries

"Listing Rules"
the Rules Governing the Listing of Securities on the Stock Exchange

"Management Services Agreement"
a management services agreement proposed to be entered into between JWC and NZ Company whereby JWC will provide comprehensive management services to NZ Company

"NZ Company"
Jeanswest Corporation (New Zealand) Limited, a company incorporated in New Zealand and a wholly-owned subsidiary of the Vendor

"Purchaser"
Old Garage Pty Limited, a company incorporated in Victoria, Australia and an associate of the connected persons of the Group

"Sale Shares"
the 1,191,264 shares of NZ$1.00 each being the entire issued share capital of NZ Company

"Shareholder's Loan" 
the shareholder's loan in an aggregate amount of A$3.8 million (approximately HK$17,100,000) being owed by NZ Company to the Group

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"substantial shareholder"
as defined in the Listing Rules

"Trademarks"
the registered trademarks owned by Jeanswest Corporation Pty Limited (a wholly-owned subsidiary of the Company) registered under the numbers #240997 class 25 and #240998 class 42 respectively conferring exclusive rights to the "Jeanswest" trademark in New Zealand

"Valuer"
Burdett Buckeridge Young Limited, (a member of the Australian Stock Exchange specializing in, among others, asset and business valuations) an independent third party not connected with the Company, NZ Company, the directors, chief executives or substantial shareholders of the Company, NZ Company or any of their respective subsidiaries or the associates of each of them, being appointed to advise on an appropriate sale value of NZ Company

"Vendor"
Jeanswest International (L) Limited, a company incorporated in Labuan, East Malaysia and a wholly-owned subsidiary of the Company

"A$"
Australian dollars, the lawful currency of Australia

"HK$"
Hong Kong dollars, the lawful currency of the Hong Kong Special Administrative Region

"NZ$"
New Zealand dollars, the lawful currency of New Zealand

In this announcement, for reference only and unless specified, the translation of Australian dollar into Hong Kong dollar is based on the exchange rate of A$1.00=HK$4.50, and the translation of New Zealand dollar into Hong Kong dollar is based on the exchange rate of NZ$1.00=HK$3.84.

By Order of the Board

Liu Cheung Yuen

Company Secretary

Hong Kong, 10 June, 2002

Please also refer to the published version of this announcement in The Standard dated 11 June 2002.

GLORIOUS SUN ENTERPRISES LIMITED

11 June 2002

6

