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401.com Limited

(Incorporated in Bermuda with limited liability)

FINAL RESULTS FOR THE YEAR ENDED 31 MARCH 2001

The board of directors (the ``Board'') announces the audited consolidated results of 401.com Limited (the ``Company'') and its subsidiaries (collectively the ``Group'') for the year ended 31 March 2001 together with comparative figures for the year ended 31 March 2000 as follows: 



2001
2000


Note
HK$'000
HK$'000

Turnover
1
165,343
58,079

Cost of sales

(150,828)
(62,049)

Gross Profit

14,515
(3,970)

Other revenues

4,676
2,309

Administrative expenses

(119,029)
(48,219)

Other (charges)/income
2
(108,207)
24,390

Operating loss

(208,045)
(25,490)

Finance costs

(4,876)
(18,059)

Share of loss of associates

(973)
---

Loss before taxation

(213,894)
(43,549)

Taxation
3
(2,541)
(7)

Loss after taxation

(216,435)
(43,556)

Minority interests

14,778
(6)

Loss attributable to shareholders

(201,657)
(43,562)

Loss per share
4



Basic

1.86 cents
1.54 cents

Notes:

1.
Segmental information

The Group's turnover and contribution to operating loss for the year ended 31 March 2001, analysed by principal activities and geographical locations are as follows:


Turnover
Contribution to operating loss


2001
2000
2001
2000


HK$'000
HK$'000
HK$'000
HK$'000

By principal activities:





Sales and leasing of properties
11,961
53,545
1,641
14,606

Freight forwarding, shipping and logistics services
139,700
1,435
40,937
8,775

Property and household services
2,503
3,099
21,760
2,109

Information technology investments and related services
2,358
---
131,813
---

Sales of goods
4,614
---
4,428
---

Financial services
3,427
---
3,546
---

Others
780
---
3,920
---


165,343
58,079
208,045
25,490

By geographical locations:





North America
2,931
---
506
---

South America
82
---
14
---

Europe
1,598
---
276
---

The People's Republic of China





--- Hong Kong
104,456
17,797
185,166
16,477

--- Mainland China
39,736
9,107
19,226
4,720

Asia Pacific
16,525
29,751
2,854
4,210

Others
15
1,424
3
83


165,343
58,079
208,045
25,490

2.
Other (charges)/income


2001 
2000


HK$'000 
HK$'000

Waiver of debts
8,928
26,905

Provision for bad and doubtful debts
(26,404)
(1,943)

Gain on disposal of associates
---
889

Gain/(loss) on disposal of subsidiaries
6,607
(1,011)

Loss on disposal and write off of fixed assets
(3,571)
(450)

Net realized loss on disposal of investment  securities
(2,157)
---

Impairment loss on investment securities
(90,830)
---

Provision for diminution in value of properties for sale
(780)
---


(108,207)
24,390

3.
Taxation 


2001
2000


HK$'000
HK$'000

Hong Kong profits tax



--- Under-provision in previous years
2,521
156

Overseas taxation
18
71

Share of taxation attributable to associates
2
---

Transferred from deferred taxation account 
---
(220)


2,541
7

Hong Kong profits tax has been provided for at the rate of 16% (2000: Nil) on the estimated assessable profit arising in Hong Kong during the year for the Group and the associates.  

The under-provision in previous years represented additional tax charged for AWT World Transport (Far East) Limited, a wholly-owned subsidiary of the Company, for additional assessment for 1994/95 as detailed in ``Contingent Liabilities''.

Overseas taxation was provided on the profits of the overseas subsidiaries and branches in accordance with the tax laws of the countries in which these subsidiaries and branches operate.

4.
Loss per share

The calculation of basic loss per share is based on the following data:


2001
2000


HK$'000
HK$'000 

Loss



Net loss for the year
201,657
43,562

Dividend for preference shares
776
---

Loss for the purpose of basic loss per share
202,433
43,562

Number of shares



Weighted average number of shares for the purpose of basic loss per share
10,872,009,615
2,833,813,991

Loss per share



Basic
1.86 cents
1.54 cents

Diluted loss per share for the year has not been presented as the effect of any dilution is anti-dilutive.

DIVIDEND

The Board does not recommend the payment of any dividend for the year ended 31 March 2001 (2000: Nil). 

BUSINESS AND FINANCIAL REVIEW

New investments

To take advantage of the many opportunities in the digital era, the Group made several significant investments. On 3 May 2000, the Group completed the acquisition of 60% of Cyberoffice Limited (``Cyberoffice''). The acquisition of 60% of Total Logistics Services Limited (``TLS'') as well as the purchase of 850,000 ordinary shares of the property portal! Limited (``PP.com'') were completed on 28 July 2000.  Additionally, the purchase of a 10% stake in Iswapnet Hong Kong Limited was completed on 12 September 2000.

In the past year, TLS made investment in three companies that market various products. These companies include (1) Kinwood Company Limited, which has exclusive manufacturing, licensee distribution of LA Gear products in Hong Kong, Macau and the PRC; (2) Chain Supplies Limited, which is engaged in the design and supply of fabrics for curtain and furniture in Hong Kong; and (3) Active Water Technology Company Limited, the exclusive distributor of water purifiers manufactured by Cuno Filtration Asia Pte. Limited. 

Business activities

With the aim to improve the asset quality and raise the medium and long term investment returns, the Group has purchased several properties, such as the shopping arcade in Causeway Bay Ginza, the warehouse in Kwun Tong Industrial Centre and the factory in Chung Mei Centre, which have ideal rental returns. The Group is going to take the advantage of the resurgence trend of Hong Kong real estate market to seek other good properties, so as to increase the investment returns in property investment. Additionally, the Group will put these properties for sale when the value of the portfolio has increased in order to purchase better properties for investment.

In view of the huge investment cost and high operational cost in the shipping business, the Group had committed into a sale and purchase agreement with an independent party on 15 March 2001 to dispose a subsidiary, AWT Shipping Limited (``AWT Shipping'') for the consideration of HK$1,000,000 and was completed at the end of March 2001. AWT Shipping was a 50% owned subsidiary of the Company since April 2000 and was principally engaged in shipping business. 

With the cooling down of the internet fever during the second half year of 2000, the Group has taken active measures to reorganize and consolidate its internet investment portfolio, and has employed some tactics to cut the loss so as to achieve better performance. Cyberoffice therefore applied for creditors' voluntary liquidation on 6 July 2001.

Financial review

For the year ended 31 March 2001, the Group recorded a turnover of approximately HK$165 million, representing 185% increase as compared to last year. The increase is mainly due to the growth in the business of freight forwarding, shipping and logistics services.

During the year, the Company successfully raised funds of approximately HK$54 million from placement of shares and issue of convertible bonds. Of the net proceeds of HK$54 million, HK$27.3 million was used to purchase 850,000 ordinary shares of PP.com and the balance of HK$26.7 million are being used by the Group as general working capital and for its freight forwarding and logistics business.  

As at 31 March 2001, the Group had net assets of approximately HK$17 million.  As a result of the completion of the debt restructuring exercise with its major creditors, the Group's finance costs were tremendously reduced to HK$4.8 million for the year ended 31 March 2001 from HK$18 million in the previous year.  Total liabilities were decreased by 39% over the year ended 31 March 2001.  The Group currently maintains a variety of credit facilities to meet its working capital requirements. As at the year end date, the Group's total borrowings, which were all denominated in Hong Kong dollars, amounted to about HK$43 million with some HK$24 million repayable within one year and some HK$19 million repayable after one year and around 28% of the Group's total borrowings, including convertible bonds and other loans, were at fixed interest rates. The Group's gearing ratio was 247% which is calculated based on the total borrowings of HK$43 million and the Group's shareholders' funds of HK$17.4 million.

FUTURE OUTLOOK AND PROSPECTS

Comprehensive property services

Backed by long-accumulated and solid experience in the provision of property services, the Group progressively reactivated the former well-received realty services. The Group has developed an integrated property service concept named Total Property Services, which includes realty consultancy and household services. Leveraging its extensive experience in the property market and long-term relationship with property developers and landlords, the Group will offer a wide range of integrated property consultancy including property development consultancy, project management consultancy, construction management consultancy, facilities management consultancy and sales & marketing consultancy for different kinds of property in Hong Kong and the PRC. Being a value added support to the realty business, the Group's total household services aim at providing the general households with movers & warehouse storage service, housekeeping service, interior decoration and contracting service, dry clean & laundry service, property management & security service, insurance agency and other miscellaneous services. 

Freight forwarding and logistics services

Capitalizing on over thirty years of solid experiences in freight forwarding and an established global network with overseas offices and representative agents around the world, the Group has resumed its freight forwarding business and extended to logistics services. TLS provides computerized total logistics solutions to clients by offering a full range of integrated services embracing sourcing and procurement, computerized warehousing and inventory management, and local and international distribution system.

PRC development

The Group strongly believes, with the international management team, and its extensive experiences in all aspects in property market, there are huge opportunities in the Greater China region.

As the PRC will be a member of the World Trade Organization very soon, the Group aims to enlarge its business scope to catch new business opportunities. The Group is ready to take the advantages of its solid experiences in real estate market to provide comprehensive property services to the local developers in Beijing, Shanghai, Guangzhou and Wuhan etc. in order to improve the value and the return of their investment.

Other investment

The Group received a letter of general offer dated 20 March 2001 from iShowFlat Limited (``ISF''). According to the offer, every 15 shares in PP.com were converted into 2 new shares in ISF.  The Group accepted the offer in April 2001 and currently holds approximately 4.97% of the issued share capital in ISF.

ISF is providing high-tech integrated property services through ishowflat.com. By the needs of the business development, ISF plans to open branch offices in Guangzhou and Singapore. The Company expects that this movement can assist the Group to develop the property markets and regional networks in PRC and South East Asia.

Proposal on change in the name of the Company

To reflect the new total property services and other strategic development of the Group, the Board proposes to change the name of the Company from 401.com Limited to 401 Holdings Limited.  

PLEDGE OF ASSETS

(a)
As at 31 March 2001, the following assets of the Group were pledged to secure convertible bonds, other loans, bank loans and overdrafts facilities granted to the Group:


2001
2000


HK$'000
HK$'000

Properties for sale, carrying value
27,615
31,827

Fixed deposits
5,134
---


32,749
31,827

(b)
As at 31 March 2001, a fixed deposit amounting to approximately HK$5,980,000 was pledged to a bank as a security for guarantee granted by the bank on behalf of a former subsidiary to a leasing company to the extent of US$755,000 (2000: Nil). 

CONTINGENT LIABILITIES

(a)
The Company has provided corporate guarantees to certain banks and creditors to secure general banking facilities granted to its subsidiaries. Such facilities utilized by the subsidiaries as at 31 March 2001 amounted to approximately HK$6,160,000 (2000: HK$21,336,000).

(b)
During the past three years, the Inland Revenue Department (the ``IRD'') has commenced a review on the taxation affairs of AWT World Transport (Far East) Limited (``AWT Far East''), a wholly-owned subsidiary of the Company, and has raised enquiries on the tax deductibility of certain expenses paid to Tran-Starting Inc. (``Transtarting''), a wholly-owned subsidiary of the Company, during the year of assessment 1992/93 and subsequent years of assessment.  On 19 February 1999 and 20 February 2001, the IRD issued an additional assessment for 1992/93 and 1994/95 respectively to AWT Far East to disallow such expenses.  AWT Far East has lodged objections against the additional assessments for these two years and conditionally paid all the additional tax charged of HK$1,793,892 for 1992/93 and is paying the additional tax charged of HK$2,521,623 for 1994/95 by installments. Up to the date of this announcement, no final conclusion has been reached with the IRD in respect of the assessments.  The directors consider that the tax provision of HK$3,698,000 made in the consolidated balance sheet as at 31 March 2001 is adequate and no further provision has been made for this matter.  Should the IRD disallow the expenses with the same nature from 1994/95 onwards, an additional tax provision of HK$1,545,000 would have to be made.  

(c)
As at 31 March 2001, 8 employees have completed the required number of years of service under the Hong Kong Employment Ordinance (the ``Ordinance'') to be eligible for long service payments on termination of their employment.  The Company is only liable to make such payments where the termination meets the circumstances specified in the Ordinance.

If the termination of all such employees meets the circumstances set out in the Ordinance, the Group's liabilities as at 31 March 2001 in this matter would be approximately HK$502,000.  No provision has been made for this amount in the accounts as it is not expected to crystallise in the foreseeable future.

(d)
According to the rights and restrictions of the convertible preference shares (``CP shares'') which were approved by the shareholders of the Company in a special general meeting held on 6 January 2000, the shareholders of the CP shares are entitled in priority to any distribution in respect of any other class of shares of the Company to a fixed cumulative preferential dividend at the rate of 6 per cent per annum on the notional value of each CP share held from the date of issue to the date the CP shares are converted into ordinary shares or are redeemed. As at 31 March 2001, the shareholders of the CP shares have the right for an accumulative dividend of approximately HK$776,000. Such dividend was not accrued in the accounts as the Company has no retained earnings lawfully available for distribution as at 31 March 2001.

NUMBER OF EMPLOYEES, REMUNERATION POLICIES AND SHARE OPTION SCHEME

Including the directors of the Company, as at 31 March 2001, the Group employed a total of 121 full-time employees. Remuneration packages comprised salary and year-end bonuses based on individual merits. 

Under the share option scheme adopted by the Company on 13 August 1998 (the ``Option Scheme''), the directors of the Company may, at their discretion, invite employees of the Group, to take up options to subscribe for shares in the Company subject to the terms and conditions stipulated therein.  The share options (the ``Share Options'') granted pursuant to the Option Scheme are exercisable by the grantees within any time after 3 months from respective dates of acceptance up to (i) 3 years from respective dates of acceptance of the Share Options or (ii) a period of 6 months following the date of ceasing to be the eligible employees of the Group by the grantee, whichever date is earlier.  During the year, a total of 782,000,000 Share Options were granted under the Option Scheme and 14,000,000 Share Options had lapsed in accordance with the terms of the Option Scheme as the grantees ceased to be entitled to hold those options and 862,000,000 Share Options were outstanding as at 31 March 2001. 

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

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

COMPLIANCE WITH THE CODE OF BEST PRACTICE OF THE LISTING RULES

During the year ended 31 March 2001, the Code of Best Practice has been complied with by the Company except that non-executive directors are not appointed for a specific term as recommended under Appendix 14 of the Listing Rules. According to the Bye-laws of the Company, non-executive directors of the Company will retire by rotation every year and their appointments will be reviewed when they are due for re-election. In the opinion of the directors, this meets the same objectives of the Code of Best Practice.

PUBLICATION OF RESULTS ON THE STOCK EXCHANGE'S WEBSITE

All the information required by paragraphs 45(1) to 45(3) inclusive of Appendix 16 of the Listing Rules of the Stock Exchange will be published on the Stock Exchange's website in due course.

By Order of the Board

Chan Sing Fai
Leung Tze Hang, David

Chairman
Managing Director

Hong Kong, 24 July 2001

Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the 2001 Annual General Meeting of 401.com Limited (the ``Company'') shall be held at 9:30 a.m. on Wednesday, 29 August 2001 at Function Room, Basement, Luk Kwok Hotel, 72 Gloucester Road, Wanchai, Hong Kong to transact the following ordinary business:

1.
To receive and consider the audited financial statements and the reports of the directors and auditors for the year ended 31 March 2001. 

2.
To determine the maximum number of directors. 

3.
To re-elect directors and authorize the board of directors to fix their remuneration. 

4.
To re-appoint auditors and authorize the board of directors to fix their remuneration. 

and by way of special business to consider, and if thought fit, pass with or without amendments the following resolutions 5 to 7 (inclusive) as ordinary resolutions of the Company: ---

5.
``THAT

(A)
subject to paragraph (C) below, the exercise by the directors of the Company during the Relevant Period (as hereinafter defined) of all the powers of the Company to allot and issue additional shares in the capital of the Company and to make or grant offers, agreements and options which might require the exercise of such powers be and is hereby generally and unconditionally approved;

(B)
the directors of the Company be and are authorised during the Relevant Period to make or grant offers, agreements and options which might require the exercise of such powers during or after the end of the Relevant Period;

(C)
the aggregate nominal amount of share capital allotted or agreed conditionally or unconditionally to be allotted (whether pursuant to an option or otherwise) by the directors of the Company pursuant to the approval in paragraph 5(A) and (B), otherwise than pursuant to a Rights Issue (as hereinafter defined) or pursuant to the exercise of any options granted under the share option scheme adopted by the Company or an issue of Shares upon the exercise of subscription rights attached to the warrants issued by the Company or an issue of Shares in lieu of the whole or part of a dividend on shares or any scrip dividend scheme or similar arrangement in accordance with the articles of association of the Company, shall not exceed 20% of the aggregate nominal amount of the share capital of the Company in issue as at the date of the time of passing this resolution; and

(D)
for the purposes of this resolution: ---

``Relevant Period'' means the period from the time of the passing of this Resolution until whichever is the earliest of: ---

(i)
the conclusion of the next annual general meeting of the Company;

(ii)
the expiration of the period within which the next annual general meeting of the Company is required by the Bye-laws of the Company or any applicable laws; and

(iii)
the revocation or variation of the authority given under this resolution by any ordinary resolution of the shareholders of the Company in general meeting.

``Rights Issue'' means an offer of shares open for a period fixed by the directors of the Company to holders of shares on the register of members on a fixed record date in proportion to their then holdings of such shares (subject to such exclusions or other arrangements as the directors of the Company may deem necessary or expedient in relation to fractional entitlements or having regard to any restrictions or obligations under the laws of any relevant jurisdiction, or the requirements of any recognised regulatory body or any stock exchange).''

6.
``THAT

(A)
subject to paragraph (C) below, the exercise by the directors of the Company during the Relevant Period (as hereinafter defined) of all powers of the Company to (i) purchase issued shares in the capital of the Company and (ii) purchase warrants or other rights to subscribe for shares in the capital of the Company in each case on The Stock Exchange of Hong Kong Limited (the ``Stock Exchange'') or any other stock exchange on which the securities of the Company may be listed and recognised by the Securities and Futures Commission and the Stock Exchange for this purpose, and that the exercise by the directors of the Company of all powers of the Company to purchase such securities, subject to and in accordance with all applicable laws, be and is hereby, generally and unconditionally approved;

(B)
the approval in paragraph (A) shall be in addition to any other authorisation given to the directors of the Company and shall authorise the directors of the Company on behalf of the Company during the Relevant Period to procure the Company to purchase its shares and warrants at a price determined by the directors of the Company;

(C)
the aggregate nominal amount of share capital of the Company purchased or agreed conditionally or unconditionally to be purchased by the Company pursuant to the approval in paragraph (A) during the Relevant Period shall not exceed 10% of the aggregate nominal amount of the issued share capital of the Company as at date of the time of passing this resolution; and

(D)
for the purposes of this resolution: ---

``Relevant Period'' means the period from the time of the passing of this Resolution until whichever is the earliest of: ---

(i)
the conclusion of the next annual general meeting of the Company;

(ii)
the expiration of the period within which the next annual general meeting of the Company is required by the Bye-laws of the Company or any applicable laws to be held; and

(iii)
the revocation or variation of the authority given under this Resolution by any ordinary resolution of the shareholders of the Company in general meeting.''

7.
``THAT conditional upon the passing of the ordinary resolutions numbered 5 and 6 in the notice convening this meeting, the aggregate nominal amount of the shares in the capital of the Company which are purchased by the Company pursuant to and in accordance with the said resolution numbered 6 shall be added to the aggregate nominal amount of the share capital of the Company that may be allotted or agreed conditionally or unconditionally to be allotted by the directors of the Company pursuant to and in accordance with the resolution numbered 5 set out in the notice of this meeting.''

8.
To transact any other competent business. 

By Order of the Board

Tam Mei Mei

Company Secretary

Hong Kong, 24 July 2001

Notes: 

1.
Any shareholder entitled to attend and vote at the meeting is entitled to appoint another person as his proxy and a shareholder who is the holder of two or more shares may appoint one or more proxies to attend and in the event of a poll, vote in his stead. A proxy need not be a shareholder of the Company.

2.
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 that power or authority must be deposited at the principal place of business of the Company in Hong Kong at Units 2204--5, 22/F., West Tower, Shun Tak Centre, 200 Connaught Road Central, Hong Kong no later than 9:30 a.m. on 27 August 2001.
Please also refer to the published version of this announcement in the (Hong Kong iMail)
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