401.com Limited


The Stock Exchange of Hong Kong Limited (the ``Stock Exchange'') takes no responsibility for the contents of this announcement, makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.

This announcement is made for information purposes only and does not constitute an offer or an invitation or offer to acquire, purchase or subscribe for securities.
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401.com Limited

(Incorporated in Bermuda with limited liability)

Share Transaction

and

Proposed Issue of Convertible Bond

The Directors are pleased to announce that on 27th August, 2001, the Agreement was entered into between the Purchaser, a wholly-owned subsidiary of the Company, the Company (as warrantor) and the Vendor whereby the Vendor has agreed to sell and the Purchaser has agreed to purchase the Property for the Consideration. The Consideration shall be paid by the Company by way of issuing the Bond and the Consideration Shares credited as fully paid on Completion, to the Vendor. The Consideration Shares represent approximately 1.01% of the existing issued ordinary share capital of the Company as at the date of this announcement and approximately 1.00% of the issued ordinary share capital of the Company, as enlarged by the issue of the Consideration Shares. Assuming conversion of the Bond in full, the Conversion Shares, based on a conversion price of HK$0.01, represent approximately 1.01% of the existing issued ordinary share capital of the Company, and approximately 0.99% of the issued ordinary share capital of the Company, as enlarged by the issue of the Consideration Shares and the issue of the Conversion Shares (assuming that up to the date of issue of the Conversion Shares, there has been no change in the issued share capital of the Company).

The Agreement constitutes a share transaction for the Company under Chapter 14 of the Listing Rules.

The Vendor and its beneficial owners together hold an aggregate of 5,000,000 Shares in the Company. The Vendor and its beneficial owners are independent third parties not connected to the directors, chief executive or substantial shareholders of the Purchaser or the Company, or their respective subsidiaries or associates, as defined in the Listing Rules.

THE AGREEMENT

Date:
27th August, 2001





Parties:
a)
the Vendor;






b)
the Purchaser; and






c)
the Company

Terms:
The Vendor agreed to sell and the Purchaser agreed to purchase the Property. The size of the Property is in total approximately 193 square feet gross. The monthly rental of the tenancy is HK$13,000.00 per month. The term of the tenancy will expire on 31st July, 2002. The rental yield currently generated by the Property is 5.2%. The Property is subject to existing tenancy upon Completion. The Property will be used for rental purposes.




Consideration:
HK$3,000,000





On Completion, the Consideration will be satisfied by the Company by the issue and allotment of


(a)
the Consideration Shares (which shall rank pari passu with all existing issued ordinary shares of the Company), credited as fully paid at HK$0.01 each (represents (i) the average closing price of the shares of the Company for the 10 trading days prior to the date of the Agreement of HK$0.01 each as quoted by the Stock Exchange and (ii) the closing price of the shares of the Company of HK$0.01 each on 27th August, 2001); and






(b)
the Bond 



to the Vendor or as it may direct on Completion.


The Consideration was determined by both parties on the basis of arm's length negotiations with reference to a valuation report on the Property (based on an open-market valuation of the Properties of HK$3,000,000) prepared by B.I. Appraisals, an independent certified valuer and surveyor on 27th August, 2001. The Directors consider that the Consideration to be fair and reasonable.





The Consideration Shares represent approximately 1.01% of the existing issued ordinary share capital of the Company as at the date hereof and approximately 1.00% of the issued ordinary share capital of the Company, as enlarged by the issue of the Consideration Shares.





Assuming conversion of the Bond in full, the Conversion Shares (based on a conversion price of HK$0.01) represent approximately 1.01% of the existing issued ordinary share capital of the Company as at the date hereof and approximately 0.99% of the issued ordinary share capital of the Company, as enlarged by the issue of the Consideration Shares and the Conversion Shares (assuming that up to the date of issue of the Conversion Shares, there has been no change in the issued share capital of the Company).





The Consideration Shares and the Conversion Shares will be issued pursuant to the general mandate granted to the Directors at the Company's special general meeting on 23rd April, 2001.

CONDITIONS PRECEDENT

Completion of the Agreement is conditional upon:---

(i)
the Stock Exchange granting listing approval for the Consideration Shares and the Conversion Shares under the Bond;

(ii)
all other approvals (if any) to be granted by the appropriate authorities; and

(iii)
the following representations, have been made to the Vendor by the Purchaser and the Company to its full satisfaction:---

a.
that the Consideration Shares represent approximately 1.01% of the existing issued ordinary share capital of the Company as at the time of signing of the Agreement and approximately 1.00% of the issued ordinary share capital of the Company, as enlarged by the issue of the Consideration Shares upon completion and are free and clear of all encumbrances and liabilities;

b.
that the Consideration Shares will have been approved to be listed on the main board of the Stock Exchange and traded thereon.

OTHER TERMS OF THE AGREEMENT

Other terms of the Agreement include, amongst others:---

(i)
The Vendor's solicitors shall deliver the title deeds in relation to the Property to the Purchaser's solicitors within 2 working days from the date of the Agreement and any requisition on title shall be delivered to the Vendor's solicitors within 3 days following the delivery of the title deeds to the Purchaser's solicitors.

(ii)
There shall be no lock up period in respect of the disposal of the Consideration Shares.

(iii)
The Company has unconditionally and irrevocably guaranteed the due and punctual performance and discharge by the Purchaser of all its obligations under or pursuant to the Agreement.

(iv)
The Properties are non-residential property within the meaning of Section 29(A) of the Stamp Duty Ordinance (Cap. 117).

COMPLETION

On or before 31st August, 2001 or on such date as agreed by both parties upon the fulfilment of all the conditions precedent as stated herein.

PRINCIPAL TERMS OF THE BOND

Aggregate principal amount

The aggregate principal amount of the Bond will be HK$1,500,000.

Interest

The Bond will bear interest from the date of issue at the rate of 4% per annum of the principal amount of the Bond outstanding, which will be payable by the Company quarterly in arrears. The first payment shall be made on the date falling three calendar months after the date of issue of the Bond.

Repayment date

The final date of repayment will be the Maturity Date. However, the Company may at any time redeem all or part of the outstanding principal amount of the Bond after giving not less than thirty days' written notice to the Bondholder(s). There is no penalty against the Company for redemption of all or part of the outstanding principal amount of the Bond.

Conversion

The initial conversion price will be HK$0.01 per Share, subject to adjustment, and was agreed after arm's length negotiations. Subject to the other terms of the Bonds, the Bondholder(s) has the right to convert (to the extent not already redeemed) up to the maximum principal amount of the Bond into Conversion Shares at any time prior to the redemption of the Bonds.

The initial conversion price of HK$0.01 represents the average closing price per Share of HK$0.01 for the last five trading days immediately preceding the date of this announcement.

Conversion Rights may only be exercised in respect of 50,000,000 Conversion Shares or integral multiples thereof or if the remaining outstanding amount is less than HK$500,000, in the entire outstanding amount. Fractions of Shares will not be issued on conversion and no cash adjustment will be made in respect thereof.

Shares to be issued upon conversion

The Conversion Shares will rank pari passu in all respects with the Shares in issue at the date of conversion.

150,000,000 Conversion Shares (assuming a conversion price of HK$0.01), representing approximately 1.01% of the existing issued ordinary share capital of the Company and approximately 0.99% of the issued ordinary share capital enlarged by the issue of the Consideration Shares and the issue of the Conversion Shares will fall to be issued by the Company upon full conversion of the Bond at the initial conversion price (assuming that up to the date of issue of the Conversion Shares, there has been no change in the issued share capital of the Company).

The Conversion Shares will be issued under the general mandate granted to the Directors at the Company's special general meeting on 23rd April, 2001.

Voting rights of the Bondholder(s)

The Bondholder(s) will not be entitled to receive notices of, attend or vote at any meeting of the Company by reason only of it being the Bondholder(s).

Transferability

The Bond is transferable or assignable subject to full compliance with (i) relevant provisions of the Listing Rules (ii) the approval for listing in respect of the Conversion Shares and (iii) all applicable laws and regulations and the prior written consent of the Company. Any assignment or transfer of the Bond shall be in respect of the whole of the outstanding principal amount of the Bond. The Company undertakes to inform the Stock Exchange immediately if it comes to its notice that any of the Bond is proposed to be transferred to a connected person of the Company (as defined in the Listing Rules).

Events of Default

Any Bondholder may demand repayment of the principal amount of the Bond together with accrued interest calculated up to and including the repayment date immediately upon the occurrence of the certain events such as (i) the failure of the Company to pay the principal amount when due or failure of the Company to pay interest on the Bond when due unless non-payment of such interest is due solely to administrative or technical error and payment is made within seven business days of the due date thereof; (ii) the failure of the Company to comply with any if its obligations under the terms and conditions of the Bond entered into between the Company and the Bondholder(s) and which default is incapable of remedy; (iii) an order made or an effective resolution passed for winding-up of the Company; or (iv) the Shares cease to be listed on the Stock Exchange for a continuous period of 20 trading days due to the default of the Company.

Listing

No listing of the Bond will be sought on the Stock Exchange or any other stock exchanges. Application will be made to the Listing Committee of the Stock Exchange for the listing of, and permission to deal in, the Conversion Shares.

REASONS FOR THE ACQUISITION

The Company is principally engaged in investments, freight forwarding business and providing property services and logistics services. The Company believes that it will benefit from rental income from the Property and an anticipated growth in value of the Property.

GENERAL

The transactions contemplated under the Agreement constitutes a share transaction for the Company under the Listing Rules. Application will be made to the Stock Exchange for listing of and permission to deal in the Consideration Shares and the Conversion Shares under the Bond.

DEFINITIONS:

``Agreement''
a conditional Sale and Purchase Agreement between the Purchaser, the Vendor and the Company dated 27th August, 2001

``Bond''
an interest bearing convertible bond in the aggregate principal amount of HK$1,500,000, at an interest rate of 4% per annum of the principal amount outstanding, payable quarterly in arrears, to be issued by the Company at the conversion price of HK$0.01 per Share, with a repayment date on the Maturity Date

``Bondholder''
the person who is for the time being the holder of a Bond

``Company''
401.com Limited

``Completion''
completion of the Agreement

``Consideration''
HK$3,000,000

``Consideration Shares''
an aggregate of 150,000,000 ordinary shares of HK$0.01 each in the issued ordinary share capital of the Company

``Conversion Rights''
the rights attached to the Bond to convert the principal amount or a part thereof into Shares

``Conversion Shares''
the Shares to be issued by the Company under the Bond (whether upon exercise by a Bondholder of the Conversion Rights, or otherwise pursuant to the conditions)

``Directors''
directors of the Company

``Independent Third Party''
an independent third party not connected with the Directors, chief executive or substantial shareholders of the Company or any of its subsidiaries or their respective associates as defined under the Listing Rules

``Issue Date''
the date of issue of the Bonds

``Listing Rules''
the Rules Governing the Listing of Securities on the Stock Exchange

``Maturity Date''
the second anniversary date from the date of issue of the Bond

``Property''
Unit No. 52 on the Ground Floor of the Podium of Blocks 1, 2, and 3 of the City Garden, No. 231--233 Electric Road, Hong Kong

``Purchaser''
Citilink Investment Limited, a wholly owned subsidiary of the Company

``Shares''
ordinary shares of HK$0.01 each in the share capital of the Company

``Shareholders''
shareholders of the Company

``Vendor''
EP & Partners Limited, a limited liability company incorporated in Hong Kong, who together with its beneficial owners are Independent Third Parties


By Order of the Board


401.com Limited


Leung Tze Hang David


Managing Director

Hong Kong, 27th August, 2001
Please also refer to the published version of this announcement in the (Hong Kong iMail)
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