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401 Holdings Limited

(Incorporated in Bermuda with limited liability)

FINAL RESULTS FOR THE YEAR ENDED 31 MARCH 2002

The board of directors (the "Board") announces the audited consolidated results of 401 Holdings Limited (the "Company") and its subsidiaries (collectively the "Group") for the year ended 31 March 2002 together with comparative figures for the year ended 31 March 2001 as follows: 



2002

2001



Note
HK$'000

HK$'000






(restated)


Turnover
3
22,844

165,343


Cost of sales

(28,240
)
(150,828
)








Gross (loss)/profit

(5,396
)
14,515


Other revenues

1,261

4,676


Marketing and promotion expenses

(600
)
(17,313
)

Administrative expenses

(54,271
)
(101,716
)

Other charges
4
(33,670
)
(149,750
)








Operating loss 
5
(92,676
)
(249,588
)

Finance costs

(3,228
)
(4,876
)

Share of profit/(loss) of associates

53

(973
)








Loss before taxation

(95,851
)
(255,437
)

Taxation
6
(77
)
(2,541
)








Loss after taxation

(95,928
)
(257,978
)

Minority interests

(5,436
)
14,778









Loss attributable to shareholders

(101,364
)
(243,200
)








Basic loss per share
7





  Current year/prior year as 






    previously reported

0.70 cents

1.86 cents









  As retrospectively restated

0.70 cents

2.24 cents









NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1
BASIS OF PREPARATION OF FINANCIAL STATEMENTS

The Group sustained a consolidated net loss attributable to the shareholders of HK$101 million for the year ended 31 March 2002 and at that date its net liabilities were approximately HK$50 million. The Group's liabilities, including accrued interest, at that date include convertible bonds of approximately HK$20 million, secured borrowings of approximately HK$15 million. In preparing these accounts, the directors have given careful consideration to the future liquidity of the Group.

The accounts have been prepared on the assumption that the Group will continue to operate as a going concern, after taking into consideration the followings:-

(a)
The Group is currently negotiating with its convertible preference shareholders, convertible bond holders and loan creditors to reschedule the terms on the convertible preference shares, convertible bonds and the loans that would be due for repayments in the coming year.

(b)
Subsequent to the balance sheet date, the Company issued a series of convertible bonds in an aggregate principal amount of HK$8 million (after taking into account the surrender of existing bond). Among these issues, net proceeds of approximately HK$2 million together with a refundable deposit of HK$3 million have been received up to the date of this report.

(c)
On 22 July 2002, the Group had entered into an agreement to acquire an investment in the PRC (the "Acquisition"). The Acquisition, in the opinion of the directors, will strengthen the Company's overall capability in developing business in transport logistics in the PRC. This, together with a capital re-organisation which is currently being considered by the Company, could facilitate future fund raising exercises for the Company as and when such opportunity arise. The Acquisition will lead to an increase in the total assets and the net tangible assets of the Group, and thereby, increasing the asset backing of the Group.

(d)
On 28 May 2002, the Group had entered into a sale and purchase agreement for the purchase of certain properties for investment purpose at a consideration of HK$15,000,000 which will be satisfied by payment of HK$4,000,000 in cash; issue of ordinary shares of the Company with an aggregate value of HK$6,000,000 and the issue of convertible bond of the Company with an aggregate principal amount of HK$5,000,000. In the opinion of the directors, such transaction will decrease the Group's net liabilities by HK$6,000,000.

The accounts have not incorporated any adjustments for the possible incapability of the Group to implement the above financing measures. Should the Group be unable to continue as a going concern, adjustments would have to be made to restate the value of the Group's assets to their recoverable amounts, to provide for any further liabilities which might arise, and to reclassify non-current assets and liabilities as current assets and liabilities, respectively. The effects of these adjustments have not been reflected in the accounts.

2
PRIOR YEAR ADJUSTMENT

In the current year, the Group has adopted a number of new Statements of Standard Accounting Practice ("SSAPs"). Adoption of these standards has led to a number of changes in the Group's accounting policies. In addition, the new standards have introduced additional and revised disclosure requirements which have been adopted in these accounts. Comparative amounts for the prior year have been restated in order to achieve a consistent presentation.

In accordance with the provisions of Interpretation 13, assessments of impairment of goodwill also apply to goodwill previously eliminated against reserves which will not be reinstated at the time of adoption of SSAP 30. Any impairment loss identified in respect of goodwill previously eliminated against reserves is to be recognised as an expense in the profit and loss account. The amendments to SSAP 30 and the provisions of Interpretation 13 are required to be reflected in accordance with the requirements of SSAP 2 and the transitional provision in SSAP 30.

The Group has performed an assessment of the fair value of its assets, including the related goodwill that has been previously eliminated against reserves and not restated. The adoption of the new SSAPs described above have resulted in a change in accounting policy and should be applied retrospectively. Accordingly, the Group has retrospectively restated and increased its accumulated losses brought forward at 1 April 2001 by HK$41,543,000 for the impairment of goodwill arising from acquisition of subsidiaries and associates in prior years.

As a result, the basic loss per share for the year ended 31 March 2001 had also been restated.

3
TURNOVER AND SEGMENTAL INFORMATION

For management purposes, the Group is currently organised into 6 operating divisions - sales and leasing of properties; logistics, freight forwarding and shipping services; property and household services; information technology investments and related services; sales of goods; and consultancy, marketing and other sundry services.

(a)
Business segment information about these businesses is presented below: 


Turnover
Segment result


2002

2001

2002

2001



HK$'000

HK$'000

HK$'000

HK$'000


Sales and leasing of properties
14,072

11,961

(14,693
)
1,897


Logistics, freight forwarding, 









  and shipping services
2,296

139,700

(25,111
)
(34,110
)

Property and household services
1,493

2,503

(10,688
)
(14,695
)

Information technology investments 









  and related services
670

2,358

(23,175
)
(124,767
)

Financial services
-

3,427

-

1


Sales of goods
2,985

4,614

(2,260
)
(883
)

Consultancy, marketing and 









  other services 
1,328

780

(1,066
)
(2,147
)












22,844

165,343

(76,993
)
(174,704
)











Interest income




945

2,353


Unallocated corporate expenses




(23,407
)
(42,301
)

Gain on disposal of subsidiaries




6,779

6,607


Impairment loss on goodwill 









  arising on acquisition of 









  subsidiaries and associates




-

(41,543
)











Loss from operations




(92,676
)
(249,588
)

Finance costs




(3,228
)
(4,876
)

Share of profit/(loss) of associates




53

(973
)











Loss before taxation




(95,851
)
(255,437
)

Taxation




(77
)
(2,541
)











Loss before minority interests




(95,928
)
(257,978
)











(b)
Geographical segment information about these businesses is presented below:


Turnover
Segment result


2002

2001

2002

2001



HK$'000

HK$'000

HK$'000

HK$'000


By geographical locations:









North America
613

2,931

(5,140
)
(512
)

South America
23

82

(192
)
(14
)

Europe
496

1,598

(4,156
)
(279
)

The People's Republic of China









  - Hong Kong
19,984

104,456

(60,235
)
(167,419
)

  - Mainland China
1,143

39,736

(2,369
)
(3,589
)

Asia Pacific
580

16,525

(4,859
)
(2,888
)

Others
5

15

(42
)
(3
)












22,844

165,343

(76,993
)
(174,704
)











Unallocated expenses




(15,683
)
(74,884
)











Loss from operations




(92,676
)
(249,588
)











4
OTHER CHARGES


2002

2001



HK$'000

HK$'000


Waiver of debts
201

8,928


Provision for bad and doubtful debts
(11,940
)
(26,404
)

Gain on disposal of subsidiaries
6,779

6,607


Loss on disposal and write off of fixed assets
(1,951
)
(3,571
)

Net realised loss on disposal of investment securities
-

(2,157
)

Impairment loss on investment securities
(21,287
)
(90,830
)

Provision for diminution in value of inventories
(1,898
)
-


Impairment loss on fixed assets
(125
)
-


Provision for diminution in value of properties for sale
(3,449
)
(780
)

Impairment of goodwill recognised upon 





  the adoption of SSAP 31
-

(41,543
)








(33,670
)
(149,750
)







5
OPERATING LOSS 

The operating loss is stated after crediting and charging the following and other charges in note 4:-


2002

2001


HK$'000

HK$'000

Crediting




Interest income
945

2,353






Gross rental income from properties
3,114

934

  Less : Outgoings
1,803

353

Net rental income from properties
1,311

581

Net exchange gain
-

191

Charging




Auditors' remuneration




  - current year
361

798

  - under provision in prior year
-

185

Depreciation of owned fixed assets
1,591

1,481

Depreciation of fixed assets held under finance leases
-

3,880

Net exchange loss
26

-

Operating lease rentals in respect of land and buildings
4,008

5,528

Operating lease rentals in respect of plant and machinery
305

387

Staff costs excluding directors' emoluments
16,005

42,243

6
TAXATION 


2002

2001


HK$'000

HK$'000

Hong Kong profits tax




  - (Over)/under provision in previous years
(21
)
2,521

Overseas taxation 
98

18

Share of taxation attributable to associates
-

2







77

2,541






No Hong Kong profits tax has been provided in the accounts as the Group has no assessable profit for the year (2001: Nil)

The under provision in prior year represented additional tax charged for AWT World Transport (Far East) Limited, a wholly-owned subsidiary of the Company, for additional assessment for previous years.

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.

No provision for deferred taxation has been made in the accounts as the effect of timing differences is not material to the Group.

7
LOSS PER SHARE

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


2002

2001


HK$'000

HK$'000




(restated)

Loss




Net loss for the year
101,364

243,200

Dividend for preference shares
636

776






Loss for the purpose of basic loss per share
102,000

243,976






Number of shares




Weighted average number of shares




  for the purpose of basic loss per share
14,528,227,063

10,872,009,615






Basic loss per share




Current year/prior year as previously reported
0.70 cents

1.86 cents






As retrospectively restated
0.70 cents

2.24 cents






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

8
DIVIDEND

The Board does not recommend the payment of any dividend for the year ended 31 March 2002 (2001: Nil).

9
RESERVE


Share 



Exchange 







premium 



fluctuation 

Accumulated 





account

Goodwill

reserve

losses

Total



HK$'000

HK$'000

HK$'000

HK$'000

HK$'000


At 1 April 2000
580,767

-

743

(631,789
)
(50,279
)

Premium arising from 











  issuing new shares, 











  net of expenses
175,843

-

-

-

175,843


Goodwill arising on 











  acquisition of 











  subsidiaries
-

(40,898
)
-

-

(40,898
)

Goodwill arising on 











  addition of interests 











  in subsidiaries
-

(4,731
)
-

-

(4,731
)

Goodwill arising on 











  acquisition of associates
-

(2,751
)
-

-

(2,751
)

Goodwill relating to 











  disposal of subsidiaries
-

6,837

-

-

6,837


Disposal of subsidiaries
-

-

(612
)
-

(612
)

Exchange realignment
-

-

226

-

226


Loss for the year























  - as previously reported
-

-

-

(201,657
)
(201,657
)

  - effect of adopting 











     SSAP 31 (note 2)
-

41,543

-

(41,543
)
-


  - as restated
-

-

-

(243,200
)
-














At 31 March 2001
756,610

-

357

(874,989
)
(118,022
)

At 1 April 2001























  - as previously reported
756,610

(41,543
)
357

(833,446
)
(118,022
)

  - effect on adopting 











      SSAP 31 (note 2)
-

41,543

-

(41,543
)
-


  - as restated
756,610

-

357

(874,989
)
(118,022
)

Premium arising from 











  issuing new shares, 











  net of expenses
600

-

-

-

600


Exchange realignment
-

-

2

-

2


Loss for the year
-

-

-

(101,364
)
(101,364
)













At 31 March 2002
757,210

-

359

(976,353
)
(218,784
)













EXTRACT OF AUDITORS' REPORT

The auditors draw attention to the following fundamental uncertainty, and have included the following in their report:

Fundamental uncertainty relating to the going concern

In forming our opinion, we have considered the adequacy of the disclosures made in the accounts concerning the basis adopted in the preparation of the Group's accounts. The Group's loss attributable to the shareholders was HK$101 million for the year ended 31 March 2002 and at that date its net liabilities were approximately HK$50 million. The Group's liabilities, including accrued interest, at that date include convertible bonds of approximately HK$20 million, secured borrowings of approximately HK$15 million. As mentioned in note 1 to the accounts, in order to alleviate the Group's liquidity difficulties, the Group has entered into several financial arrangements, which included issue of convertible bonds. The accounts have been prepared on a going concern basis, the validity of which depends upon the additional capital injection into the Group, the successful implementation of certain proposed financial plans and the continuing financial support from convertible preference shareholders, convertible bonds holders and other loan creditors. The accounts do not include any adjustments that would result from failure to obtain the additional capital injection into the Group, the implementation of the proposed financial plans and the support from convertible preference shareholders, convertible bonds holders and other loan creditors. We consider that the fundamental uncertainty has been adequately accounted for and disclosed in the accounts and our opinion is not qualified in this respect.

BUSINESS AND FINANCIAL REVIEW

Business review

Hong Kong has shown little signs of economic recovery since the Asian economic crisis which occurred in 1997. Coupled with the adverse property market of Hong Kong over the past few years and the 911 tragedy happened in the USA in 2001, the property and freight forwarding businesses of the Group have inevitably been affected to a considerable extent. While the financial year 2001/2002 remained to be a challenging year for the Group, the Group was determined to remedy the situation and therefore made prudent management decisions to downsize, cease or dispose of those non-revenue generating or capital intensive operations such as IT investments and the shipping business. The damaging effects were further reduced by cautious cash flow management which gave great relief to the Group's financial pressure.

Changing the Company's name from 401.com Limited to 401 Holdings Limited with effect from 5 September 2001 reflects the Group's desire and effort to direct its manpower and resources from operating IT business to identifying a multitude of investment opportunities while continuing its existing businesses. 

It has been a promising year for Total Logistics Services Limited ("TLS"), with the operating subsidiaries achieving important milestones during the year. The engagement of Urban Logistics Limited ("ULL") by ExxonMobile to provide local logistics and fulfillment services endorses our expertise in this field. 

Chain Supplies Limited ("CSL") has been controlled and monitored more effectively after TLS increased its shareholding to 60%. CSL is engaged in the design and supply of fabrics for curtain and furniture for hotels in Hong Kong, and has increased its marketing efforts to secure a wider range of customers.

Two associated companies, Kinwood Company Limited ("Kinwood") and Active Water Technology Company Limited ("Active Water") have continued to expand their customer base. Kinwood, in its third year of exclusively licensing, manufacturing and distributing L.A. Gear products in Hong Kong, Macau, and the PRC, has achieved an impressive increase in outlet participants. Active Water has seen its installation of Cuno water filters grows by 10 folds, and is expanding its customer base both in the residential and industrial markets.

The freight forwarding business of the Group was affected by both a substantial downturn in our client's export business and slow collection of account receivables. The management therefore decided to downsize the operations and relocate the office in order to reduce operating overheads.

The Group has acquired a number of properties during the year to enhance the quality of the Group's investment properties portfolio which include short, medium and long term investments. Most of the existing properties owned by the Group are generating steady rental income. The Group has recently entered into an agreement to acquire a shop in Hunghom Commercial Centre. This will also enhance the rental income and the intrinsic value of existing properties already held by the Group located at the same shopping centre.

iShowFlat Limited ("ISF"), a company in which the Group is currently interested in 5% of its equity, was appointed by a developer as its project consultant. ISF together with our property agency arm, Total Property Services Group ("TPS"), successfully marketed and sold a number of properties during the year. TPS has also established a business presence in Shanghai and was appointed as the sole agent in Hong Kong for the sale and marketing of certain residential properties; and the property manager and leasing agent for a residential property, all of which are located in Shanghai.

Financial review

For the year ended 31 March 2002, the Group recorded a turnover of HK$23 million, representing a 86% decrease from HK$165 million in the previous year. The decrease in turnover was mainly due to the disposal of a subsidary in March 2001, namely AWT Shipping Limited, which is engaged in the shipping business that generated high turnover but required huge operating and investment costs. The gross loss of approximately HK$5 million for the year was mainly due to a HK$9 million loss from the disposal of the Group's properties amid the sluggish property market in Hong Kong. During the year, the Group recorded a loss attributable to shareholders of HK$101 million as compared to HK$243 million (after a prior year adjustment of HK$41 million on impairment loss of goodwill) in the last financial year. The decrease in loss was partly due to a reduction of HK$47 million in administrative expenses achieved through tighter cost control, streamlining of operations, reduction in manpower, salary cut up to 50% and a reduction in rental expenses. The decrease in loss was also due to lower incremental provision of HK$21 million made in fiscal year 2002 compared with a write down of HK$91 million in the previous year against the Group's investment in unlisted securities which are primarily engaged in IT related business.

During the year, the Group raised a total of HK$15 million from banks, finance companies and other creditors from mortgages secured on the Group's properties. HK$13 million had been repaid to banks and other creditors out of sales proceeds from properties and from loans advanced by banks and finance companies. Another HK$4 million was raised by an issue of convertible bond by the Company, the proceeds of which were mainly used to repay debts of the Group.

As at 31 March 2002, the Group recorded net liabilities of HK$50 million. The Group maintains a number 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 HK$35 million (2001: HK$43 million) with HK$30 million (2001: HK$24 million) repayable within one year and HK$5 million (2001: HK$19 million) repayable after one year. The borrowings due within one year mainly comprise convertible bonds and other loans. The Group is negotiating with the bond holders and loan creditors to vary the terms of these bonds and loans, including an extension of the maturity. Around 28% (2001: 28%) of the Group's total borrowings were at fixed interest rates. The Group's gearing ratio, which is calculated based on the total borrowings and the Group's shareholders' funds, was 247% as at 31 March 2001. However, a calculation of gearing ratio as at 31 March 2002 would not be appropriate as the shareholders' funds were negative as at the balance sheet date.

FUTURE OUTLOOK AND PROSPECTS

The Group is anticipating a restructuring of its current businesses, details of which are briefly described below. While the existing logistics, freight forwarding, property investment and property services businesses will be maintained, upon the completion of the restructuring, some of these existing businesses will be integrated. The Company will also be transformed into an investment holding venture mainly seeking strategic investment opportunities in the areas of distressed properties, undervalued companies and PRC domestic enterprises. The Group will capitalise on its experience to provide logistics and freight forwarding consultancy services and property services to its customers and corporate clients, as well as to render corporate financial management services to its strategic investee companies to ensure their success.

The final stage of the restructuring will include a capital and a debt restructuring. The capital restructuring involves a consolidation of the Company's shares and a reduction of the Company's share capital. The debt restructuring may involve settlement of outstanding debts by way of issue of the Company's shares and variation of the terms relating to certain convertible bonds, secured loans and convertible preference shares. These proposals will be put forward to the shareholders of the Company for approval.

New personnel of the Group

Once the restructuring is completed, the business focus of the Group will be investment holding and performance management will be the key to our future success. The Group, therefore, has appointed Mr. Koo Fook Sun, Louis and Mr. Choi Koon Ming as executive director and non-executive director of the Company respectively. Mr. Koo, a qualified accountant graduated from University of California at Berkeley, had held senior positions for many years in major international investment banks and is highly experienced in equity capital markets, mergers and acquisitions, and investment management. Prior to joining the Group, Mr. Koo was a director and chief executive officer of another Hong Kong publicly listed company. Mr. Choi is an executive director of S W Kingsway Capital Group Limited. Mr. Choi has extensive experience in financing activities of corporate and property mortgage, real estate development and property investment. The Group is confident that the extensive corporate finance experience of Mr. Koo and Mr. Choi will strengthen the Group's corporate and finance department and bring valuable investment opportunities to the Group.

New investment and businesses acquired by the Group

On 22 July 2002, a wholly-owned subsidiary of the Company entered into an agreement to eventually acquire 46.67% interest in Shanghai Liantongshihua Mobile Information and Network Co. Ltd. ("Shanghai Liantong"). Shanghai Liantong is a key player in the Shanghai public transportation infrastructure as it has already been contracted to deploy its Global Positioning System to major public transport providers in Shanghai. The established technology and track record of Shanghai Liantong will inevitably enhance the business of our existing logistics and freight forwarding division by increasing its efficiency and offering further value-added services to its customers.

Furthermore, the Group is in the process of evaluating a number of distressed companies for strategic investment purpose. These distressed companies are potentially attractive investments given their deeply discounted acquisition prices. The Group believes that its management team, which has extensive expertise in property market as well as corporate finance and corporate restructuring can offer unique services to these distressed companies. Such strategic investments will bring attractive returns once they are successfully turned-around.

Logistiscs, freight forwarding and other businesses

While this division will continue to focus on effective cost control, the new objective is to integrate the advanced technology of Shanghai Liantong and its business network in Shanghai with the Group's extensive management experience in the field of the logistics business to offer logistics consultancy services. These services include logistics management and advisory and customer services management for both overseas and local small and medium private enterprises. This division will also extend its logistics business into the area of transport logistics in the PRC. Together with Shanghai Liantong, TLS will engage in supply chain management which will become a new source of revenue to reinforce the logistics business of the Group.

On the other hand, ULL will continue to expand its local distribution and fulfillment services business. CSL has new suppliers from China and Korea and will increase its presence in both commercial and residential markets. Kinwood will broaden its product lines into accessories and sporting apparels bearing the L.A. Gear brand in the next two years. For Active Water, the installation of Cuno water filters will increase when more strategic partnerships are formed with residential management companies in both Hong Kong and China. Active Water also foresees that the replacement order from existing customers will generate promising recurrent income in the near future.

The major tasks for the freight forwarding division are to establish and strengthen its global network of overseas agents and business partners and to provide advice on freight forwarding route selection. With the weakening US currency, we expect the USA export business will increase and ultimately benefit our freight forwarding business. China's admission into the World Trade Organisation will also strengthen the business relationship among the PRC, Hong Kong, the USA and Europe which is expected to revive the freight forwarding business in Hong Kong.

Property investment and property services

The Group will continue to further seek medium and long term property investment opportunities in both China and Hong Kong. The Group will also offer property and corporate advisory services to clients holding distressed property assets aiming to provide them with solutions that may enhance and maximise the value of these distressed assets.

The Group intends to increase its equity interest in ISF and consolidate the business of TPS with ISF. It will form an integrated property services platform of the Group to serve its clients from China and South East Asia region. ISF will continue to form alliances with major property developers in China, particularly, in Guangzhou, Beijing and Shanghai, and through TPS, provide value added property services to its clients. We believe this combination will be a new source of revenue for the Group. Based upon the successful track records set by both ISF and TPS in 2001, they will continue to market themselves as professional project consultants for the sale and marketing for property projects in both Hong Kong and China.

Looking into the future

To conclude with an optimistic and encouraging note, the Board believes that the Group will soon embark on a track to full recovery. The Group is well equipped to meet any challenges ahead and is well positioned to take advantage of any suitable investment opportunities when the economy recovers. The Board wishes to thank every colleague in the Group, who has never given up and has provided tremendous support notwithstanding that the Group has been riding at its lows in the past. Their professionalism and competency are highly appreciated. Special thanks also go to the shareholders, creditors and suppliers for their supports and tolerance which we are truly grateful. We have identified and mapped out our critical path to success and are envisaging a prosperous and profitable future.

PLEDGE OF ASSETS

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


2002

2001


HK$'000

HK$'000

Properties for sale, carrying value
28,914

27,615

Fixed deposits
-

5,134







28,914

32,749






(b)
As at 31 March 2002, a fixed deposit amounting to approximately HK$480,000 (2001: HK$5,980,000) was pledged to a bank as a security for guarantee granted by the bank on behalf of a disposed subsidiary to a leasing company. 

CONTINGENT LIABILITIES

(a)
The Company has provided corporate guarantees to certain bankers and creditors to secure general finance facilities granted to its subsidiaries. Such facilities utilised by the subsidiaries as at 31 March 2002 amounted to approximately HK$8,701,000 (2001:HK$6,160,000) and the related liabilities have been fully recorded in the consolidated balance sheet. 

(b)
As at 31 March 2002, a fixed deposit of the Company amounting to approximately HK$480,000 (2001: HK$5,980,000) was pledged to a bank as a security for guarantee granted by the bank on behalf of a disposed subsidiary to a leasing company. The contingent liabilities of the Company for such facility as at 31 March 2002 amounted to approximately HK$480,000 (2001: HK$Nil).

(c)
During the year, the Inland Revenue Department (the "IRD") has raised enquiries on the tax deductibility of certain expenses paid to Tran-Starting Inc., a former wholly-owned subsidiary of the Company, by AWT World Transport (Far East) Limited ("AWT Far East"), a wholly-owned subsidiary of the Company. On 7 March 2002, the IRD issued an assessment for 1995/96 to AWT Far East to disallow such expenses. AWT Far East has lodged objections against this assessment. Up to the report date, no final conclusion has been reached with the IRD in respect of the assessment. No provision has been made in the accounts. Should the IRD disallow the expenses, an additional tax provision of approximately HK$983,000 would have to be made. 

(d)
As at 31 March 2002, 9 (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 liability as at 31 March 2002 would be approximately HK$648,000 (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.

(e)
The convertible preference shareholders of the Company are entitled to a fixed cumulative preferential dividend at the rate of 6 per cent per annum on the notional value of each preference share held from the date of issue to the date the preference shares are converted into ordinary shares or are redeemed. As at 31 March 2002, the shareholders of the preference shares had the rights for an accumulate dividend of approximately HK$1,412,000 (2001: HK$776,000). Such dividend was not accrued in the accounts as the Company had no retained earnings lawfully available for distribution as at 31 March 2002.

NUMBER OF EMPLOYEES, REMUNERATION POLICIES AND SHARE OPTION SCHEME

Including the directors of the Company, as at 31 March 2002, the Group employed a total of 33 full-time employees. Remuneration packages comprise 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") which has expired on 13 August 2001, the directors of the Company may, at their discretion, invite employees and executive directors of the Group, to take up options to subscribe for ordinary 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 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 respective dates on which the grantees cease to be eligible employees of the Group, whichever is earlier.

During the year, a total of 350,000,000 Share Options were granted to the employees under the scheme and 143,200,000 Share Options were lapsed in accordance with the terms of the Option Scheme as the grantees ceased to be entitled to hold those options and as at 31 March 2002, 1,068,800,000 Share Options were outstanding.

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 year.

COMPLIANCE WITH THE CODE OF BEST PRACTICE OF THE LISTING RULES

During the year ended 31 March 2002, 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

401 Holdings Limited

Leung Tze Hang, David

Managing Director

Hong Kong, 26th July, 2002

Please also refer to the published version of this announcement in China Daily dated 29 July 2002.

401 HOLDINGS LIMITED

29 July 2002
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