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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.
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401 Holdings Limited

(Incorporated in Bermuda with limited liability)

RESUMPTION OF TRADING

Further to the announcement made by the Company dated 11th December, 2001, the Board reports on the financial position of the Company and the implication of the Petition on its financial position.

Trading in the Shares was suspended from 10:00 a.m. on 3rd December, 2001 at the request of the Company pending release of this announcement and application has been made to the Stock Exchange for the resumption of trading of the shares from 10:00 a.m. on 14th January, 2002.

Investors should exercise caution when dealing in the shares of the Company.

Reference is made to the announcement made by the Company dated 11th December, 2001 regarding the Petition filed against the Company by Gold Metro .

OUTSTANDING INDEBTEDNESS

As at the date of this announcement, the Group has outstanding the following convertible bonds:










2002 Convertible


Secured CBs

Unsecured CBs

 Bonds

Date of issue
21-2- 2000

29-4-2000

23-3-2000

12-9-2001

29-12-2000

Aggregate Principal 










Amount (HK$)
2,640,000

2,700,000

2,850,000

1,500,000

10,000,000

Interest Rate
4%

4%

4%

4%

Prime rate +2%

Conversion Price (HK$)
0.0205

0.0203

0.0205

0.01

0.016

Collaterals 
certain properties  

certain properties  

Nil

Nil

Nil


of the Group

of the Group







Maturity Date
21-2-2003

25-1-2003

23-3-2003

12-9-2003

29-12-2002

In addition, the Company has outstanding (i) secured loans secured by certain properties of the Group in an aggregate principal amount of HK$17,597,372.75 and (ii) 708,908,975 Preference Shares.

Amongst these outstanding bonds and loans, the Company has defaulted in the payment of:-

*
interest of HK$59,625.21 in respect of all the Secured CBs;

*
interest of HK$57,156.15 in respect of only the HK$2.85 million Unsecured CB; and

*
the principal amount of the secured loans in an aggregate amount of HK$8,889,264.68 (of which HK$6,300,000 was due on 24th January, 2001 and HK$2,589,264.68 was due on 20th February, 2001) together with interest of HK$169,312.40.

Each non-payment referred to above has resulted in the breach of the terms of the bond or loan to which that payment relates and (in the case of the bonds only) gives the holder of the relevant bond the right to demand immediate repayment of all sums outstanding under the bond. In addition, the default in each such payment (whether or not due under the 2002 Convertible Bonds) constitute an event of default under the 2002 Convertible Bonds, whereby the holders of those bonds are entitled to demand the repayment of the principal of and all other sums outstanding under the bonds. As at the date of this announcement, only Gold Metro has demanded repayment of all sums outstanding under the four HK$1 million 2002 Convertible Bonds held by it.

During the period 3rd December, 2001 to 7th December, 2001, the Company has obtained the agreement (most of which are verbal) from certain of the holders of the bonds or lenders, that for a period of 90 days commencing from 7th December, 2001 during which period each of them shall continue negotiations with the Company to reschedule the debt, as follows:-

*
each of the holders of the Secured CBs and Unsecured CBs in respect of which the Company has defaulted in payment of the Overdue Secured CB Interest and the Overdue Unsecured CB Interest has verbally agreed not to exercise the rights it may now or hereafter have against the Group under the terms and conditions attached to the relevant convertible bond which may arise as a result of the failure to pay the Overdue Secured CB Interest or the Overdue Unsecured CB Interest (as the case may be);

*
each of the lenders of the Overdue Secured Loans has verbally agreed not to exercise the rights it may now or hereafter have against the Group under the terms and conditions of the relevant loan agreement which may arise as a result of (i) the failure to repay the Overdue Secured Loans and (ii) the failure to pay the Overdue Secured Loans Interest;

*
the holders of HK$4.5 million 2002 Convertible Bonds have verbally agreed and the holder of HK$1 million 2002 Convertible Bonds has agreed in writing, in each case, not to exercise the rights it may now or hereafter have against the Group under the terms and conditions attached to the relevant 2002 Convertible Bond which may arise as a result of (i) the late payment of interest for the period from 29th June, 2001 to 28th September, 2001 in respect of that bond and under other 2002 Convertible Bonds; (ii) the Petition and the subject matter giving rise to the Petition and (iii) the failure to repay the Overdue Secured Loans, to pay the Overdue Secured Loans Interest, the Overdue Secured CB Interest and the Overdue Unsecured CB Interest.

The Company is seeking consent of similar nature from the Remaining Bond Holders which hold bonds, the principal of which amounts to HK$500,000 in aggregate.

OUTSTANDING LITIGATION

Apart from the Petition and the litigation set out in the annual report 2001 of the Company, there were alleged claims against the Group in the sum of HK$273,517 which are claims mainly for payment for goods supplied and salaries due from certain subsidiaries of the Company. Amongst these alleged claims, the Group disputed the claims for a sum of HK$16,406 and is negotiating with the claimants in respect of a sum of HK$153,711. The remaining claim for HK$103,400 regarding salaries payment was made at the labour tribunal and judgement was ordered against a subsidiary of the Company.

FINANCIAL POSITION OF THE COMPANY

Having regard to the current state of negotiations between the Company and its creditors referred to above and assuming therefore that:-

*
the Company will not be required to repay the outstanding principal amounts under the Unsecured CBs, the Secured CBs and the 2002 Convertible Bonds prior to their respective maturity dates;

*
the lenders of the Overdue Secured Loans will agree to repayment of sums due to them upon the sale of the properties provided as collateral; and

*
the settlement agreements announced by the Company on 26th November, 2001 will be completed,

the Directors are of the view that the Company will have sufficient working capital to meet its current liabilities when they fall due up to 31st March, 2002, being the last day of the Company’s current financial year.

The interim results of the Group for the six months ended 30th September, 2001 shows that the current assets of the Group (approximately 62% of the current assets represents properties for sale and of which 98% represents properties provided as collateral in relation to the Secured CBs and secured loans) exceeds its current liabilities as at 30th September, 2001. Subject to the assumptions set out above, there has been no material adverse change to the financial position of the Group since 30th September, 2001.

The Directors expect that the cashflow position of the Group will be improved further upon the sale of its properties by the net proceeds of sale after the repayment of the relevant secured loans and related interest. In this connection, the Group has appointed property agents to assist in the sale of its properties. According to an oral indication of values provided by an independent professional valuer at the request of the Company and based on the extensive experience of the executive Directors in the property market, the Directors are of the view that the current market value of the mortgaged properties exceed the value of all outstanding secured loans. The total estimated interest expenses for the year 2002 in respect of the (i) Secured CBs, Unsecured CBs and 2002 Convertible Bonds and (ii) all outstanding secured loans are HK$1,100,000 and HK$802,000 respectively.

OPREATIONS OF THE GROUP

The Group is principally engaged in freight forwarding business, the provision of logistics services and property related services. As stated in the Company’s interim report, the Group continues to streamline its freight forwarding operations and, based on its freight forwarding experience and network, to develop its logistics business. The Group is also focusing on the development of its property related services (which is not capital intensive) to complement its realty business, which includes investment in properties which are currently generating rental return for the Group pending the disposal of such properties. These businesses may be affected if the Group is not able to secure satisfactory resolution of the negotiations with its creditors under the Unsecured CBs, the Secured CBs, the 2002 Convertible Bonds and the Overdue Secured Loans. The Company will seek to finalise these negotiations as soon as possible and will in the meantime, closely monitor and control the costs and liabilities of the Group and consider opportunities to generate further cashflow.

Further announcement will be made by the Company regarding the progress of its negotiations with its creditors and any material adverse change to the financial and trading position of the Group as and when appropriate.

GENERAL

Trading in the shares was suspended from 10:00 a.m. on 3rd December, 2001 at the request of the Company pending release of this announcement and application has been made to the Stock Exchange for the resumption of trading of the shares from 10:00 a.m. on 14th January, 2002.

As the Company may or may not be able to reach agreement with its creditors referred to above, investors should exercise caution when dealing in the shares of the Company.

The directors of the Company jointly and severally accept full responsibility for the accuracy of the information contained in this announcement.

DEFINITIONS

“2002 Convertible 
the series of unsecured convertible bonds due 2002 in an aggregate 

  Bonds”
principal amount of HK$10 million issued by the Company;




“Board”
the board of directors of the Company;




“Company”
401 Holdings Limited;




“Directors”
directors of the Company;




“Gold Metro”
Gold Metro Finance Limited, holder of four HK$1 million 2002 Convertible Bonds;




“Group”
the Company and its subsidiaries;




“Overdue Secured 
overdue interest of HK$59,625.21 in respect of all the Secured 

  CB Interest”
CBs;

“Overdue Secured Loans”
secured loans in an aggregate amount of HK$8,889,264.68 which was due but unpaid;




“Overdue Secured 
overdue interest of HK$169,312.40 in respect of the Overdue 

  Loans Interest”
Secured Loans:




“Overdue Unsecured 
overdue interest of HK$57,156.15 in respect only of the 

  CB Interest”
HK$2.85 million Unsecured CB;




“Petition”
the winding-up petition filed against the Company by Gold Metro on 30th November, 2001;




“Preference Shares”
convertible redeemable preference shares of HK$0.01 each having attached thereto cumulative preferential dividend at the rate of 6% per annum on the value of HK$0.015 attributed to each preference share payable annually and the mandatory redemption date for which is 12th January, 2003




“Remaining Bond 
the holders of the 2002 Convertible Bonds apart from Gold Metro 

  Holders”
who have not yet agreed with the Company not to exercise their respective rights to demand immediate repayment of the bonds;




“Secured CBs”
two secured convertible bonds, one in a principal amount of HK$2.64 million and one in a principal amount of HK$2.7 million, issued by the Company;




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

“Stock Exchange”
the Stock Exchange of Hong Kong Limited; and




“Unsecured CBs”
two unsecured convertible bonds, one in a principal amount of HK$2.85 million and one in a principal amount of HK$1.5 million, issued by the Company.

By Order of the Board

401 Holdings Limited

Leung Tze Hang David

Managing Director

Hong Kong, 11th January, 2002

Please also refer to the published version of this announcement in China Daily dated 14/01/2002
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