The Stock Exchange of Hong Kong Limited 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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PLACING OF NEW SHARES
The Company has conditionally agreed to place, through Kingston, on a fully underwritten basis, 78,000,000 Placing Shares and, on a best-effort basis, an additional 33,380,000 Placing Shares (if the Option is fully exercised) of HK$0.10 each in the share capital of the Company to independent investors at a price of HK$0.23 per Placing Share. Further announcement will be made if the Option is exercised.

The Placing Shares (without taking the Option into account) represent approximately 14.0% of the existing issued share capital of the Company of 556,949,000 Shares and approximately 12.3% of the Company's issued share capital as enlarged by the Placing.  If the Option is fully exercised, there will be 111,380,000 Placing Shares, representing approximately 20.0% and 16.7% of the existing and enlarged issued share capital of the Company respectively.  The net proceeds from the Placing (without taking the Option into account) of approximately HK$17.6 million or approximately HK$25.2 million (if the Option is fully exercised) will be used as set out under the paragraph headed "Use of proceeds and reasons for the Placing" below.

The Placing Price represents (i) a discount of approximately 34.3% to the closing price of HK$0.35 per Share as quoted on the Stock Exchange on 22nd May, 2000, being the last trading day prior to the suspension of the trading of Shares; and (ii) a discount of approximately 35.9% to the average of the closing price per Share as quoted on the Stock Exchange of HK$0.359 for the ten trading days ended 22nd May, 2000.

The Placing is conditional upon the Stock Exchange granting listing of and permission to deal in the Placing Shares.

The Placing is subject to termination on the occurrence of amongst other things, an event of force majeure (which include events set out in greater detail below) before 8:00 a.m. on the expected completion date.

At the request of the Company, the Shares were suspended from trading on the Stock Exchange with effect from 10 a.m. on 23rd May, 2000 pending this announcement. The Company has requested the Stock Exchange to resume the trading of Shares with effect from 10 a.m. on 29th May, 2000.

The Placing Agreement 

Placing agent:

Kingston has conditionally agreed to place 78,000,000 Placing Shares on a fully underwritten basis and an additional 33,380,000 Placing Shares (if the Option is fully exercised) on a best-effort basis.

Kingston is independent of and not connected with the Company or with the directors, chief executive or substantial shareholders of the Company, and any of their subsidiaries or any of their respective associates (as defined in the Listing Rules).

Placees:

Not less than six placees (which are required to be independent individual, corporate and/or institutional investors) which will be independent of and not connected with the Company or with the directors, chief executive or substantial shareholders of the Company, and any of their subsidiaries or any of their respective associates (as defined in the Listing Rules). 

Placing Price:

The Placing Price is HK$0.23 per Placing Share. The Placing Price was agreed after arm's length negotiations and in consideration of the thin average daily trading volume of the Shares over the past three months of approximately 46,000 Shares as well as the recent adverse market condition. The Placing Price represents (i) a discount of approximately 34.3% to the closing price of HK$0.35 per Share as quoted on the Stock Exchange on 22nd May, 2000, being the last trading day prior to the suspension of the trading of Shares; and (ii) a discount of approximately 35.9% to the average of the closing price per Share as quoted on the Stock Exchange of HK$0.359 per Share for the ten trading days ended 22nd May, 2000. 

The net proceeds of the Placing is required to be paid to the Company by Kingston at completion of the Placing.

Rights

The Placing Shares will on issue rank equally with the existing Shares. 

Number of Shares to be placed

78,000,000 new Shares are to be placed (without taking the Option into account), representing approximately 14.0% of the existing issued share capital of the Company of 556,949,000 Shares and approximately 12.3% of the issued share capital of the Company as enlarged by the Placing Shares.

In the event that the Option is fully exercised, 111,380,000 new Shares will be placed, representing approximately 20.0% of the existing issued share capital of the Company of 556,949,000 Shares and approximately 16.7% of the issued capital of the Company as enlarged by the Placing Shares.

General mandate:

The Placing Shares will be issued pursuant to the general mandate to allot, issue and deal with Shares granted to the directors of the Company by resolution of its shareholders passed at the Company's extraordinary general meeting held on 17th December, 1999.

Use of proceeds and reasons for the Placing

The Group is principally engaged in the manufacture and retailing of denim, casual wear and accessories in the PRC. The net proceeds from the Placing amounts to approximately HK$17.6 million (without taking the Option into account) or approximately HK$25.2 million if the Option is fully exercised.  The Company presently intends to apply the net proceeds from the Placing in the following manner: (i) as to approximately HK$10 million to build a new factory in Anxi, the PRC and remove the Group's existing production facilities in Xiamen, the PRC to such new factory as the existing factory is incapable to cope with the Group's increasing production demand and the labour cost in Anxi, the PRC is lower than that in Xiamen; (ii) as to approximately HK$7 to 10 million (depending on whether the Option is exercised or not) to establish a maximum of approximately 20 new shops at prime locations in major cities in the PRC such as Beijing, Shanghai and Chengdu in the coming six months; (iii) as to approximately HK$3 million (if the Option is exercised) to repay part of the Group's short term loan of approximately HK$36 million,  representing approximately 75% of the Group's total loan; and (iv) as to the balance to increase the Group's working capital if the Option is exercised. In view of the aforesaid and the poor market conditions, the directors of the Company consider that the Placing represents an opportunity to raise capital for the Company while broadening the shareholder base and the capital base of the Company.

Condition of the Placing

The Placing is conditional upon the Listing Committee of the Stock Exchange granting listing of, and permission to deal in, the Placing Shares.

Termination and force majeure

The Placing is subject to rescission on the occurrence of certain events before 8:00 a.m. on the date for completion of the Placing Agreement, including:

(i)
breaching of any of the warranties, representations or undertakings given by the Company contained in the Placing Agreement and such breach is considered by Kingston on reasonable grounds to be material in the context of the Placing; or

(ii)
any material change (whether or not forming part of a series of changes) in market conditions which in the reasonable opinion of Kingston would materially and prejudicially affects the Placing or makes it inadvisable or inexpedient for the Placing to proceed; or

(iii)
any change in national, international, financial, exchange control, industrial, legal, political, economic or market conditions in Hong Kong which in the reasonable opinion of Kingston would be materially adverse to the business of the Group taken as a whole or is or would be materially adverse in the context of the Placing.

The directors of the Company are not aware of the occurrence of any of such events as at the date of this announcement. 

Completion

The Placing is to be completed on or before three business days after satisfaction of the condition of the Placing.  The Placing Agreement will lapse if the condition of the Placing is not satisfied by 30th June, 2000 unless the parties agree otherwise.

Application for listing 

Application will be made by the Company to the Stock Exchange for the grant of the listing of and permission to deal in the Placing Shares. 

Dilution of Mr. Tan's interests in the Company

Mr. Tan presently holds approximately 22.5% interests of the Company's existing issued share capital. Upon completion of the Placing (without taking the Option into account), Mr. Tan's interests in the Company will be diluted to approximately 19.8% and approximately 18.8% if the Option is fully exercised.

Suspension and resumption of trading of Shares

At the request of the Company, the Shares were suspended from trading on the Stock Exchange with effect from 10 a.m. on 23rd May, 2000. The Company has requested the Stock Exchange to resume the trading of Shares with effect from 10 a.m. on 29th May, 2000.

General

The directors of the Company consider the terms of the Placing Agreement, including the deep discount on the Placing Price, to be fair and reasonable and are in the interests of the Company and the shareholders of the Company as a whole.  

Terms

The terms and expressions used in this announcement have the following meanings:-

"Company"
Benefun International Holdings Limited

"Group"
the Company and its subsidiaries

"Kingston"
Kingston Securities Limited, the placing agent of the Company

"Listing Rules"
The Rules Governing the Listing of Securities on the Stock Exchange 

"Mr. Tan"
Mr. Tan Sim Chew, the chairman and the largest shareholder of the Group

"Option"
the over-allotment option granted by the Company to Kingston to place an additional 33,380,000 new Shares under the Placing Agreement

"Placing"
the placing of 78,000,000 new Shares (without taking the Option into account) or 111,380,000 new Shares if the Option is fully exercised under the Placing Agreement

"Placing Agreement"
the placing agreement dated 26th May, 2000 made between the Company and Kingston

"Placing Price"
HK$0.23 per Placing Share

"Placing Shares"
the new Shares to be placed under the Placing

"PRC"
People's Republic of China

"Shares"
ordinary shares of HK$0.10 each in the share capital of the Company

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"HK$"
Hong Kong dollars


By order of the board of directors of


Benefun International Holdings Limited


Tan Sim Chew


Chairman

Hong Kong, 26th May, 2000

1
3

