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401 Holdings Limited

(Incorporated in Bermuda with limited liability)

INTERIM RESULTS FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2001

The board of directors (the “Board”) of 401 Holdings Limited (the “Company”) announces that the unaudited consolidated results of the Company and its subsidiaries (collectively the “Group”) for the six months ended 30 September 2001 together with comparative figures for the corresponding period in 2000 are as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT



(Unaudited)

Six months ended









30 September

30 September




2001

2000



Note
HK$’000

HK$’000


Turnover
2
11,950

46,739


Cost of sales

(7,335
)
(42,759
)








Gross profit

4,615

3,980


Other revenues

438

3,001


Administrative expenses

(32,735
)
(53,133
)

Waiver of debts

94

8,196


Loss on disposal of subsidiaries

(9,379
)
(4
)








Operating loss
3
(36,967
)
(37,960
)

Finance costs

(1,987
)
(1,890
)

Share of loss of associates

(213
)
(302
)








Loss before taxation

(39,167
)
(40,152
)

Taxation
4
(33
)
-









Loss after taxation

(39,200
)
(40,152)


Minority interests

3,014

3,611









Net loss for the period

(36,186
)
(36,541
)








Loss per share
6





  Basic

0.26 cents

0.37 cents


NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

1.
Principal accounting policies


These consolidated interim financial statements are unaudited but have been reviewed by the Company’s Audit Committee.


The consolidated interim financial statements have been prepared in accordance with Statement of Standard Accounting Practice (“SSAP”) No. 25 “Interim Financial Reporting” issued by the Hong Kong Society of Accountants and Appendix 16 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”).


The accounting policies and basis of preparation used in the preparation of these interim financial statements are the same as those used in the preparation of the Group’s audited financial statements for the year ended 31 March 2001 except the Group has changed certain of its accounting policies following the adoption of the new and revised SSAPs which became effective for the accounting periods commencing on or after 1 January 2001.


The Group has taken advantage of the transitional provision of SSAP No. 30 “Business Combination” by not restating goodwill previously included in retained reserves. Therefore, goodwill arising on acquisition prior to 1 April 2001 is held in reserves and will be charged to the profit and loss account at the time of disposal of the relevant subsidiaries, or at such time the goodwill is determined to be impaired in accordance with SSAP No. 31 “Impairment of Assets”.


The adoption of the other new and revised SSAPs has no significant effect on the results of the Group in the current and prior periods.

2.
Segmental information


The Group’s turnover and contribution to operating loss before finance costs by principal activities and geographical locations are analysed as follows:






Contribution to operating loss

before finance costs

(Unaudited)

Six months ended



Turnover

(Unaudited)

Six months ended

















30 September

30 September

30 September

30 September



2001

2000

2001

2000



HK$’000

HK$’000

HK$’000

HK$’000


By principal activities:









  Sales and leasing of properties
5,392

11,608

851

1,597


  Freight forwarding, shipping and









    logistics services
1,499

31,344

7,421

10,186


  Property and household services
981

1,240

5,963

4,077


  Information technology and









    related services
670

965

1,702

7,329


  Financial services
411

1,582

(398
)
(1,552
)

  Sales of other goods
1,931

-

286

-


  Miscellaneous income
1,066

-

988

-













11,950

46,739
















  Unallocated expenses




20,154

16,323

















36,967

37,960












By geographical locations:









  North America
521

1,125

987

271


  South America
7

88

14

21


  Europe
272

480

514

116


  The People’s Republic of China









    - Hong Kong
10,708

15,307

12,870

17,891


    - Mainland China
76

362

1,735

585


  Asia Pacific
366

29,377

693

2,753













11,950

46,739
















  Unallocated expenses




20,154

16,323

















36,967

37,960


3.
Operating loss


The operating loss is stated after charging / (crediting) the following:-


(Unaudited)

Six months ended





30 September

30 September


2001

2000


HK$’000

HK$’000

Amortization of goodwill
-

3,079

Depreciation of fixed assets
945

1,048

Loss on disposal of fixed assets
381

-

Profit on sale of properties
(215
)
-

4.
Taxation


No provision for Hong Kong profits tax has been made as the Group had no assessable profits during the period and in prior period.


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

5.
Dividend


The Board does not recommend an interim dividend for ordinary shares for the six months ended 30 September 2001 (2000: Nil).

6.
Loss per share


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


(Unaudited)

Six months ended





30 September

30 September


2001

2000


HK$’000

HK$’000

Loss




  Net loss for the period
36,186

36,541

  Dividend for preference shares
319

458






  Loss for the purpose of basic loss per share
36,505

36,999






Number of shares




  Weighted average number of shares




    for the purpose of basic loss per share
13,989,261,136

10,054,421,911






Loss per share




  Basic
0.26 cents

0.37 cents


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

7.
Contingent liabilities

(a)
The Company has provided corporate guarantees to certain banks, finance companies and creditors to secure general finance facilities granted to its subsidiaries. Such facilities utilized by the subsidiaries as at 30 September 2001 are HK$19,323,000 (as at 31 March 2001: HK$6,160,000) and the related liabilities have been fully recorded in the consolidated balance sheet.

(b)
As at 30 September 2001, 11 employees have completed the required number of years of service under the Hong Kong Employment Ordinance (the “Ordinance”) eligible for long service payments on termination of their employment. The Group 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 30 September 2001 in this matter would be approximately HK$716,000 (as at 31 March 2001: HK$502,000). No provision has been made for this amount in the accounts as it is not expected to be crystallised in the foreseeable future.

(c)
According to rights and restriction of the 6% convertible cumulative redeemable 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 when the CP Shares are converted into ordinary shares or are redeemed. As at 30 September 2001, the shareholders of the CP Shares have the right for an accrued dividend of approximately HK$1,095,000 (as at 31 March 2001: HK$776,000). Such dividend was not accrued in the accounts as the Company has no retained earnings lawfully available for distribution as at 30 September 2001 and 31 March 2001.

8.
Litigation


On 30 November 2001, a winding-up petition (“Petition”) was filed against the Company by Gold Metro Finance Limited (“Gold Metro”). It was alleged in the Petition that a sum of HK$4,011,917.82 was due and owing to Gold Metro by the Company (“Outstanding Sum”). The Outstanding Sum was alleged to be the balance of HK$4,098,712.32 (being the principal sum of HK$4,000,000 under four HK$1,000,000 convertible bonds issued by the Company in favour of Gold Metro on 29 December 2000 (“Convertible Bonds”) plus interest of HK$98,712.32 as at 12 October 2001) demanded by Gold Metro in the written notice served on the Company on 12 October 2001 less an amount of HK$86,794.50 paid by the Company to Gold Metro on 17 October 2001. The Petition is scheduled to be heard on 6 February 2002 at The High Court of the Hong Kong Special Administrative Region. The Company was advised by its legal adviser that it has grounds to strike out the Petition. As at the date of this announcement, the Company continues discussions with Gold Metro with respect to the rescheduling of the Convertible Bonds.


Apart from the Petition and the litigations set out in the audited financial statements for the year ended 31 March 2001 of the Company, there were alleged claims against the Group in the sum of HK$273,000 which mainly include supply of goods and salary payment due from certain subsidiaries of the Company.

9.
Comparative figures


Certain comparative figures have been reclassified to conform with the current period’s presentation.

BUSINESS AND FINANCIAL REVIEW

Business activities

The noticeable downturn of the global economy has inevitably affected the logistics and freight forwarding businesses of the Group. With the aim to enhance the competitiveness of the Group and to increase its marginal profit, the Group has streamlined its operations and reduced its manpower, coupled with a considerable downward adjustment of staff salary to a maximum extent of 50% in order to reduce the operating cost of the Group.

Capitalizing over thirty years of solid experiences in freight forwarding together with a well established global network with overseas offices and representative agents worldwide, the Group has extended its freight forwarding business into logistics services. Total Logistics Services Limited (“TLS”) provides computerized total logistics solutions to clients by offering a full range of integrated services including sourcing and procurement, computerized warehousing and inventory management, and local and international distribution system. In addition, TLS has made investment in three companies that market various products. These companies include (1) Kinwood Company Limited, which holds an exclusive licence to manufacture and distribute LA Gear’s 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.

In order to improve the assets quality and maximize the medium and long term investment returns, the Group has purchased several properties, including part of the Ginza shopping arcade in Causeway Bay, a warehouse in Kwun Tong Industrial Centre, an office in Enterprise Square, a factory in Chung Mei Centre and a shop in City Garden, which generate favourable rental returns. The Group will seek more property investment opportunities to take the advantage of the resurgence trend of the real estate market in Hong Kong and the booming market in the PRC.

The Group has taken an active role to organize and consolidate its Internet investment portfolio, and has employed prudent measures to reduce losses. As a result, Cyberoffice Limited, a subsidiary of the Company, applied for creditors’ voluntary liquidation on 6 July 2001.

Change of the name of the Company

The name of the Company has been changed from 401.com Limited to 401 Holdings Limited with effect from 5 September 2001.

Financial review

For the six months ended 30 September 2001, the Group recorded a turnover of approximately HK$12 million, representing a 74% decrease comparing to the same period in last year. The decrease in turnover was mainly due to the disposal of a subsidiary in March 2001, namely AWT Shipping Limited, which is engaged in shipping business that generated a high turnover but required huge operating and investment costs. With the same reason, the gross profit margin of the Group was increased from 9% in last period to 39% in this period.

As a result of the prudent cost control, the administrative expenses of the Group has been reduced by 38% as compared to the same period in last year.

As at 30 September 2001, the Group had net asset value of approximately HK$19.7 million. The Group currently has been maintaining a variety of credit facilities to meet its working capital requirements. As at the balance sheet date, the Group’s total borrowings which were all denominated in Hong Kong dollars amounted to about HK$45 million with some HK$20 million repayable within one year and some HK$25 million repayable after one year. Around 29% of the Group’s total borrowings, including convertible bonds and other loans, were at fixed interest rates. The Group’s gearing ratio as at 30 September 2001 was 228% (as at 31 March 2001: 247%) which is calculated based on the total borrowings of approximately HK$45 million and the Group’s shareholders’ funds of approximately HK$19.7 million.

FUTURE OUTLOOK AND PROSPECTS

Comprehensive property services and Special asset management

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 in Hong Kong and the PRC, the Group intends to offer different categories of properties a wide range of integrated property consultancy including property development consultancy, project management consultancy, construction management consultancy, facilities management consultancy and sales & marketing consultancy. 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, property management & security service, insurance agency and other related services.

To procure the development of Total Property Services, the Group will focus on the business of Special Asset Management which provides specialized assistance and services to distressed properties and assets and may generate a high return on investment after the distressed properties and assets are restructured.

PRC development

As the PRC has become a member of the World Trade Organization, the Group intends to enlarge its PRC business presences to procure new business opportunities. The Group can offer its profound experiences in the real estate market and its Total Property Services to local developers in Beijing, Shanghai, Guangzhou and Wuhan etc. in order to increase the value and the return of these PRC properties.

The Group strongly believes, with the international management team, and its extensive experiences in all aspects in the property market, the Group will face prosperous future in the Greater China region.

Other investment

iShowFlat Limited (“ISF”) whose principal business is the provision of high-tech integrated property services through ishowflat.com has extended its business presences and has established branch offices in Guangzhou and Singapore to procure further business opportunities. The Group foresees that this investment can enhance Total Property Services to be provided by the Group, and in particular, in the area of sales and marketing of the property markets in the PRC and South East Asia.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the Company’s listed securities during the period.

COMPLIANCE WITH THE CODE OF BEST PRACTICE OF THE LISTING RULES

During the six months ended 30 September 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 INTERIM RESULTS ON THE STOCK EXCHANGE’S WEBSITE

All information required by the paragraphs 46(1) to 46(6) of Appendix 16 of the Listing Rules will be published on the Stock Exchange’s website in due course.

By Order of the Board

Leung Tze Hang, David

Managing Director

Hong Kong, 27 December 2001

Please also refer to the published version of this announcement in the Hong Kong iMail Post dated 28/12/2001
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