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401 Holdings Limited
(Incorporated in Bermuda with limited liability)
CONNECTED TRANSACTIONS 
(1)SETTLEMENT AGREEMENTS 
(2)CONSULTANCY SETTLEMENT AGREEMENT 
(3)CONSULTANCY AGREEMENT
The Settlement Agreements

On 23rd November, 2001, the Company entered into Settlement Agreements with the Director Creditors to issue Settlement Shares in full and final satisfaction of the Director Creditors Debt owed to the Director Creditors by the Group. The total amount of Director Creditors Debt amounts to approximately HK$11,571,534.92. The Settlement Shares will be issued at a price of HK$0.01 representing the closing price per Share of HK$0.01 as quoted on the Stock Exchange on 23rd November, 2001 and the 10-day average closing price per Share of HK$0.01 as quoted on the Stock Exchange for the period from 12th November, 2001 to 23rd November, 2001.

The Director Creditors comprise directors of the Company and certain of its subsidiaries and as such are connected persons of the Company. The proposed issue of the Settlement Shares constitutes a connected transaction for the Company under the Listing Rules.

The Consultancy Settlement Agreement

The Company has on 23rd November, 2001 entered into a Consultancy Settlement Agreement with the Consultant Creditor to issue the Consultant Settlement Shares in full and final satisfaction of the Consultant Creditor Debt owed to the Consultant Creditor by the Company. The Consultant Creditor Debt amounts to an aggregate of HK$200,000.00 and represents the monthly retainer fee of the Consultant Creditor for the period April 2001 to August 2001.

The Consultant Creditor is controlled by Mr. Chan Tin Fu, a director of a wholly-owned subsidiary of the Company and as such is a connected person of the Company. The proposed issue of the Consultant Settlement Shares constitutes a connected transaction for the Company under the Listing Rules.

The Consultancy Agreement

The Company has on 23rd November, 2001 entered into a Consultancy Agreement with the Consultant, pursuant to which the Consultant agrees to provide consultancy services assigned to it by the board of Directors in consideration for a monthly remuneration of HK$80,000 per month.

The Consultant is controlled by Mr. Chan Sing Fai, who is a director of the Company. Accordingly, the transactions contemplated under the Consultancy Agreement constitute a connected transaction of the Company.

The Settlement Agreements, the Consultancy Settlement Agreement and the Consultancy Agreement are conditional upon the approval of the Independent Shareholders of the Company (with the relevant Director Creditors, Mr. Chan Tin Fu, Mr. Chan Sing Fai and their associates abstaining from voting (as the case may be)).

General

A circular containing, among other things, details of the Settlement Agreements, the Consultancy Settlement Agreement and the Consultancy Agreement, the recommendations from the independent board committee of the Company, the advice of the independent financial adviser to the independent board committee and the notice of the SGM will be forwarded to shareholders of the Company shortly.

At the request of the Company, trading in the Company's Shares was suspended on 26th November, 2001 at 10:00 am. Application has been made to the Stock Exchange for the resumption of trading of the Company's Shares on 27th November, 2001 effective from 10:00 am.

A.
THE SETTLEMENT AGREEMENTS

Date:
23rd November, 2001




Parties:
(a)the Company and/or its subsidiaries;


(b)the Director Creditors




The Terms:
The Company agreed to issue and allot the Settlement Shares to the Director Creditors in full and final settlement of the Director Creditors Debt which comprise salaries, double pay entitlements, reimbursement of expenses, payment in lieu of annual leave (for the period from October 2000 to November 2001) and cash advances of HK$932,000.00 made to the Group amounting approximately to an aggregate of HK$11,571,534.92. Set out below are the Director Creditors, the amount owed to each of them and the number of Shares to be issued to them:








Name
Relationship with the Group
Amount owed 
(HK$)
Number of Shares to be issued








Chan Sing Fai
director of the Company and certain wholly-owned and non wholly-owned subsidiaries
5,104,587.00
510,458,700


Chan Wing Fai
director of the Company and certain non wholly-owned subsidiaries
958,536.00
95,853,600


Leung Tze Hang, David
director of the Company and certain wholly-owned and non wholly-owned subsidiaries
2,450,000.00
245,000,000


Law Chuen Lam, Edward
director of the Company and certain wholly-owned subsidiaries
393,298.00
39,329,800


Au-Yeung Yok Cho
director of the Company and certain wholly-owned subsidiaries
224,000.00
22,400,000


Fong Chun Fat
director of the Company and certain wholly-owned and non wholly-owned subsidiaries
570,000.00
57,000,000


Po Kam Hi, John
director of the Company and certain non wholly-owned subsidiaries
1,496,000.00
149,600,000


Lee Ying Wah, Alfred Augustine
alternate to Law Chuen Lam, Edward, a director of the Company
309,794.25
30,979,425


Pui Shiu Cheung, Gary
director of certain wholly-owned subsidiaries
65,319.67
6,531,967







The Settlement Shares:
The Settlement Shares (upon its issue) shall rank pari passu in all respects with the existing issued share capital of the Company and will be issued at a price of HK$0.01 represents the closing price per Share of HK$0.01 as quoted on the Stock Exchange on 23rd November, 2001 and the 10-day average closing price per Share of HK$0.01 as quoted on the Stock Exchange for the period from 12th November, 2001 to 23rd November, 2001.

The Settlement Shares represent approximately 7.72% of the existing issued ordinary share capital of the Company as at the date hereof and approximately 7.16% of the issued ordinary share capital of the Company, as enlarged by the issue of the Settlement Shares and the Consultant Settlement Shares.

The price per Settlement Share was reached after arm's length negotiations and is made at par value.

Conditions Precedent

Completion of the Settlement Agreements are conditional upon:

(i)
the approval of the issue and allotment of the Settlement Shares by the independent shareholders at a duly convened special general meeting of the Company; and

(ii)
the Listing Committee of the Stock Exchange granting the listing of, and permission to deal in, the Settlement Shares.

The Company shall use its best endeavours to procure the satisfaction of the conditions referred to above by 31st January, 2002.

Completion

Completion of the Settlement Agreements is expected to take place on the third business day immediately following the fulfilment of the conditions referred to above.

B.
THE CONSULTANCY SETTLEMENT AGREEMENT

Date:
23rd November, 2001




Parties:
(a)the Company;


(b)the Consultant Creditor




The Terms:
The Company agreed to issue and allot the Consultant Settlement Shares to the Consultant Creditor in full and final settlement of the Consultant Creditor Debt being consultancy fees for the period April 2001 to August 2001 amounting to an aggregate of HK$200,000, based on a monthly retainer fee. The consultancy services provided include but not limited to advising on food logistic services and the total property services of the Group.




The Consultant Settlement Shares:
The Consultant Settlement Shares (upon its issue) shall rank pari passu in all respects with the existing issued share capital of the Company and will be issued at a price of HK$0.01 represents the closing price per Share of HK$0.01 as quoted on the Stock Exchange on 23rd November, 2001 and the 10-day average closing price per Share of HK$0.01 as quoted on the Stock Exchange for the period from 12th November, 2001 to 23rd November, 2001.

The Consultant Settlement Shares represent approximately 0.13% of the existing issued ordinary share capital of the Company as at the date hereof and approximately 0.12% of the issued ordinary share capital of the Company, as enlarged by the issue of the Consultant Settlement Shares and the Settlement Shares.

The price per Consultant Settlement Share was reached after arm's length negotiations and is made at par value.

Conditions Precedent

Completion of the Consultancy Settlement Agreement are conditional upon:

(i)
the approval of the issue and allotment of the Consultant Settlement Shares by the Independent Shareholders at a duly convened special general meeting of the Company; and

(ii)
the Listing Committee of the Stock Exchange granting the listing of, and permission to deal in, the Consultant Settlement Shares.

The Company shall use its best endeavours to procure the satisfaction of the conditions referred to above by 31st January, 2002.

Completion

Completion of the Consultancy Settlement Agreement is expected to take place on the third business day immediately following the fulfilment of the conditions referred to above.

C.
THE CONSULTANCY AGREEMENT

Date:
23rd November, 2001




Parties:
(a)the Company;


(b)the Consultant




The Terms:
The Company agreed to employ the Consultant as a consultant of the Company to perform such duties which the board of Directors may assign to it from time to time, including but not limited to advising the Company on its corporate matters and its property services.

The term of employment is for 6 months commencing from the date of obtaining shareholders' approval.




Remuneration:
The remuneration for the employment as a consultant is a fixed rate of HK$80,000 per month, accruing daily and payable in arrears on the last day of each month.

Conditions Precedent
The Consultancy Agreement is conditional upon the approval by the Independent Shareholders of the Company.

D.
SHAREHOLDING OF THE DIRECTOR CREDITORS AND THE CONSULTANT CREDITOR IN THE COMPANY

The interest in the Company of the Director Creditors, the Consultant Creditor and their associates (other than the Group) in the Company immediately before and after completion of the Settlement Agreements and the Consultancy Settlement Agreement are as follows:


Before completion of the Settlement Agreements and the Consultancy Settlement Agreement
Immediately after completion of the Settlement Agreements and the Consultancy Settlement Agreement


No. of Shares
%
No. of Shares
%







Chan Sing Fai
731,941,667
4.88%
1,242,400,367
7.68%

Chan Wing Fai
—
—
95,853,600
0.59%

Leung Tze Hang, David
63,386,435
0.42%
308,386,435
1.91%

Law Chuen Lam, Edward
22,108,065
0.15%
61,437,865
0.38%

Au-Yeung Yok Cho
10,173,125
0.07%
32,573,125
0.20%

Fong Chun Fat
49,038,150
0.33%
106,038,150
0.66%

Po Kam Hi, John
12,335,000
0.08%
161,935,000
1.00%

Lee Ying Wah, Alfred Augustine
14,031,505
0.09%
45,010,930
0.28%

Pui Shiu Cheung, Gary
428,000
0.003%
6,959,967
0.04%

Consultant Creditor
23,707,373
0.16%
43,707,373
0.27%

E.
PRINCIPAL ACTIVITIES OF THE GROUP

The Company is principally engaged in investments, freight forwarding business and providing property services and logistics services.

F.
REASON AND BENEFITS OF THE SETTLEMENT AGREEMENTS, THE CONSULTANCY SETTLEMENT AGREEMENT AND THE CONSULTANCY AGREEMENT

Whilst the Company is not in financial difficulties, the issue of the Settlement Shares and the Consultant Settlement Shares will relieve the Company from the outstanding liability under the Director Creditors Debt and the Consultant Creditor Debt (payment of which was withheld by the Company with the agreement of those creditors) and at the same time assist the Directors in managing the financial position of the Group and strengthening the cash outflow position of the Group. The Company confirms that it has sufficient financial resources to satisfy the outstanding salaries and consultancy fees (if not by issuing new Shares in the Company).

The Company has received a resignation letter from Mr. Chan Sing Fai dated 23rd November, 2001 and taking effect next month. The Directors believe that it is in the interest of the Group to retain his services as a consultant, given his experience in corporate matters and the property services of the Group.

G.
COMPLIANCE

As the Director Creditors are directors of the Company and/or its subsidiaries, under the Listing Rules, the transactions contemplated under the Settlement Agreements constitute connected transactions of the Company.

As the Consultant Creditor is controlled by Mr. Chan Tin Fu, a director of a wholly-owned subsidiary of the Company, under the Listing Rules, the transactions contemplated under the Consultancy Settlement Agreement constitutes a connected transaction of the Company.

As the Consultant is controlled by Mr. Chan Sing Fai, a director of the Company, under the Listing Rules, the transactions contemplated under the Consultancy Agreement constitutes a connected transaction of the Company.

The Settlement Agreements, the Consultancy Settlement Agreement and Consultancy Agreement are conditional upon the approval of the Independent Shareholders.

H.
GENERAL

The Directors confirm that there are no substantial shareholders in the Company and as far as the Directors are aware, there are no circumstances which renders the Company unable to fulfil its minimum public float requirement under the Listing Rules as at the date of this announcement.

A circular containing, among other things, details on the Settlement Agreements, the Consultancy Settlement Agreement and the Consultancy Agreement, the recommendations from the independent board committee of the Company, the independent financial adviser to the independent board committee will be forwarded to shareholders of the Company shortly. The Settlement Agreements, the Consultancy Settlement Agreement and the Consultancy Agreement are subject to Independent Shareholders' approval and a notice of the SGM will be included with the circular.

At the request of the Company, trading in the Company's Shares was suspended on 26th November, 2001 at 10:00 am. Application has been made to the Stock Exchange for the resumption of trading of the Company's Shares on 27th November, 2001 effective from 10:00 am.

DEFINITIONS:

“Company”
401 Holdings Limited;

“Consultancy Agreement”
the consultancy agreement dated 23rd November, 2001 entered into between the Company and the Consultant;

“Consultancy Settlement Agreement”
the settlement agreement dated 23rd November, 2001 entered into between the Company and the Consultant Creditor;

“Consultant”
Finnex Development Limited, a limited liability company incorporated in Hong Kong and owned as to 99% by Mr. Chan Sing Fai, a director of the Company;

“Consultant Creditor”
Twinkle Sphere Company Limited, a limited liability company incorporated in Hong Kong and owned as to 95% by Mr. Chan Tin Fu, a director of a wholly-owned subsidiary of the Company;

“Consultant Creditor Debt”
a total amount of HK$200,000.00 owed by the Company to the Consultant Creditor;

“Consultant Settlement Shares”
20,000,000 Shares to be issued by the Company pursuant to the Consultancy Settlement Agreement;

“Director Creditors”
the executive directors of the Company and/or certain of its subsidiaries (including both wholly-owned and non wholly-owned subsidiaries), a director of the Company's subsidiary and an alternate director of the Company;

“Director Creditors Debt”
a total amount of HK$11,571,534.92 owed by the Company and/or certain of its subsidiaries to the Director Creditors, excluding interest;

“Directors”
directors of the Company;

“Group”
the Company and its subsidiaries;

“Independent Shareholders”
the shareholders of the Company other than the Director Creditors, the Consultant Creditor, Mr. Chan Sing Fai or Mr. Chan Tin Fu (as the case may be) and their associates (as defined in the Listing Rules);

“Listing Rules”
the Rules Governing the Listing of Securities on the Stock Exchange;

“Settlement Agreements”
the agreements dated 23rd November, 2001 entered into between the Company and/or certain of its subsidiaries and each of the Director Creditors;

“Settlement Shares”
an aggregate of 1,157,153,492 Shares to be issued by the Company pursuant to the Settlement Agreements;

“SGM”
the special general meeting of the Company for the approval of the Settlement Agreements, the Consultancy Settlement Agreement and the Consultancy Agreement;

“Shares”
ordinary shares of HK$0.01 each in the share capital of the Company; and

“Stock Exchange”
The Stock Exchange of Hong Kong Limited.

By Order of the Board
401 Holdings Limited
Leung Tze Hang, David
Managing Director
Hong Kong, 26th November, 2001

Please also refer to the published version of this announcement in the (Hong Kong iMail)
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