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I-CHINA HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

DELAY IN ADOPTION OF NEW SHARE OPTION SCHEME

AND

UPDATE ON HIGH COURT ACTION NO. 1318 OF 2001

The Special General Meeting of the Company for adopting the New Share Option Scheme and the termination of the Existing Share Option Scheme which was proposed to be held on 14 January 2002, will be postponed to a later date to be announced.

On 20 December 2001, judgment has been entered into against Fordit Limited, a wholly owned subsidiary of the Company, by Peregrine Brokerage Limited (in members' voluntary liquidation) for the amount of HK$108,795,025.62 together with interest thereon.

In view of the Judgment, the current level of operations and the financial position of the Group, the Company is required to demonstrate its compliance with paragraph 38 of the Listing Agreement which requires sufficient level of operations or tangible assets of sufficient value and/or intangible assets for which a sufficient potential value can be demonstrated to the Stock Exchange to warrant the continued listing of the shares on the Stock Exchange.

Trading of the shares of the Company was suspended from 10:00 a.m. on 15 January 2002 at the request of the Company and will remain suspend pending further announcement relating to concerns on paragraph 38 of the Listing Agreement being addressed satisfactorily.

‍ADOPTION OF NEW SHARE OPTION SCHEME

Reference is made to the announcement of I-China Holdings Limited (the “Company”) dated 11 December 2001 regarding the adoption of the New Share Option Scheme and the termination of the Existing Share Option Scheme. Unless otherwise defined, terms used here shall have the same meaning as in the announcement dated 11 December 2001.

The Company announces that the Special General Meeting of the Company for adopting the New Share Option Scheme and the termination of the Existing Share Option Scheme which was proposed to be held on 14 January 2002, will be postponed to a later date to be announced. Administrative resources of the Company has been focused on finalizing the interim results of the Company for the six months ended 30 September 2001 recently, as a result more time is required to finalise the circular required to be dispatched to shareholders of the Company under the Listing Rules.

‍HIGH COURT ACTION NO. 1318 OF 2001

On 20 December 2001, judgment has been entered into against Fordit Limited (“Fordit”), a wholly owned subsidiary of the Company, by Peregrine Brokerage Limited (in members' voluntary liquidation) (“Peregrine”) for the amount of HK$108,795,025.62 (the “Amount”) together with interest thereon at judgment rate from 22 March 2001 up to the date of actual payment in full (the “Judgment”). The Amount represents the outstanding balance of the amount due to Peregrine under certain margin facilities which was secured by shares in the capital of Seapower Resources International Limited (“SRI”) (“SRI Shares”). As at the date of this announcement, 159,315,000 SRI Shares (the “Charged SRI Shares”), representing approximately 10.3% of the issued share capital of SRI are still in the custody of Peregrine and with whom the voting power of such SRI Shares are vested with. As at the date of this announcement, the Company is interested in 27.54% of the issued share capital of SRI, including the Charged SRI Shares. Although the Charged SRI Shares have been pledged to Peregrine, given that the Company still retain the right to redeem the shares pursuant to the right of redemption, the Company is still the beneficial owner of the Charged SRI Shares. Apart from the SRI Shares, the margin facilities were not secured by any other security or corporate guarantee by the Company. The issue of the writ of summons by Peregrine against Fordit claiming for the Amount has been announced in the announcements issued by the Company dated 27 March 2001 and 18 April 2001 respectively. The Company has waited until advice from its legal adviser for the legal action that the appeal period against the Judgment has expired and that the Company did not have a strong ground for applying for an extension of the time for appealing against the Judgment before announcing the entered into of the Judgment as this is considered to be a more prudent approach which gives the shareholders of the Company and the potential investors a full picture of the Judgment and its impact. The Stock Exchange has indicated that the failure by the Company to make an announcement regarding the entering into of the Judgment immediately after the entering into of the same constitute a breach of paragraph 2 of the Listing Agreement and reserves the right to take appropriate action against the Company in this regard.

Fordit is an investment holding company for holding the SRI Shares and has not recorded any turnover for the six months ended 30 September 2001. As at 30 September 2001, the value of the total assets of Fordit was HK$13 million and the net liabilities of Fordit was HK$553 million. The total assets of Fordit represent approximately 5% of the total assets of the Company and the subsidiaries (the “Group”) as at 30 September 2001. For the six months ended 30 September 2001, the loss attributable to Fordit was HK$54 million, representing approximately 13% of the total loss of the Group for the six months ended 30 September 2001, after elimination of intra-group companies transactions.

As set out in the interim report of the Company for the six months ended 30 September 2001, the Amount (the principal amount and interest accrued thereon up to 30 September 2001) has been accrued in the consolidated balance sheet of the Company. In view of the fact that the Amount was secured by the SRI Shares, the Amount has been accounted for in the current liabilities of the Company and that the Charged SRI Shares has been reflected as share of net assets of an associated company in the balance sheet of the Company, the directors of the Company (the “Directors”) are of the view that the Judgment will not have a material adverse effect on the financial position of the Group for the time being.

‍GENERAL

The Company is an investment holding company with its principal subsidiaries and associated companies carried on the business of cold storage warehousing, supply chain management, business to business e-commerce, property holding, car rental and investment holding.

For the six months ended 30 September 2001, turnover of the Group amounts to approximately HK$1.38 million. The net liabilities of the Group as at 30 September 2001 was approximately HK$373 million.

Apart from the entering into of the Judgment, the Company is not aware of any further action to enforce the Judgment. Demand notices in respect of HK$528 million outstanding bank and other borrowings (including the Amount due to Peregrine by Fordit) have been issued by financial creditors. Amongst the banks which has demanded for repayment of the amounts due to them, in additional to the Judgment, China Merchants Bank (“CMB”) has also commenced proceedings against the Group. Such proceedings has been announced previously and set out in the annual report of the Company for the year 2001 (the “Annual Report”). Save as mentioned herein, the Directors are not aware of any other action being taken by the banks and the financial institutions. As most of such borrowings are secured by assets of the Group which as stated in the Circular, may be disposed of by the relevant banks and financial institutions to reduce the amount of indebtedness due to them by the Group.

As mentioned in previous announcements, the Company is exploring with its bankers and financial institutions, including CMB and the Liquidators of Peregrine for ways to restructure, where possible, all the outstanding debts of the Group, which will also include arrangements for the settlement or restructuring of the Amount. The discussions of the restructuring of the debts of the Group has commenced since October 2001 and are on-going and no agreement has been reached.

As mentioned in the Annual Report, provided that the banks and financial institutions, including CMB, continue to support the Group until such time as agreement can be reached for the restructuring of the Group's borrowings and provided that there are no significant cash outflow arising from the proceeding with CMB, the Directors consider that taking into account the proceeds from the disposal of such assets as mentioned in the Circular, the Group will have sufficient financial resources to meet in full its financial obligations as they fall due for the foreseeable future.

In view of the Judgment, the current level of operations and the financial position of the Group, the Company is required to demonstrate its compliance with paragraph 38 of the Listing Agreement which requires sufficient level of operations or tangible assets of sufficient value and/or intangible assets for which a sufficient potential value can be demonstrated to the Stock Exchange to warrant the continued listing of the shares on the Stock Exchange.

Trading of the shares of the Company was suspended from 10:00 a.m. on 15 January 2002 at the request of the Company and will remain suspend pending further announcement relating to concerns on paragraph 38 of the Listing Agreement being addressed satisfactorily.

Save as disclosed in this announcement and previous announcements and circulars issued by Company, the Directors are not aware of any matter which is of material importance and should be brought to the attention of the shareholders of the Company and the investing public. Further announcement will be made when there is material development on the matters referred to in this announcement.

By Order of the Board
Shirley Choi
Chairman
Hong Kong SAR, 22 January 2002

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