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BENEFUN INTERNATIONAL HOLDINGS LIMITED

INTERIM RESULTS ANNOUNCEMENT

FOR THE SIX MONTHS ENDED 31 DECEMBER 2001

The board of directors of Benefun International Holdings Limited (the "Company") announces the unaudited interim results of the Company and its subsidiaries and associates (collectively referred as the "Group") for the six months ended 31 December, 2001 as follows:

CONSOLIDATED PROFIT AND LOSS ACCOUNT

For the six months ended 31 December, 2001 - Unaudited

(Expressed in Hong Kong dollars)

Six months ended


 31 December,



2001

2000


Notes
$'000

$'000

Turnover
3
68,163

61,574

Cost of sales

(48,960
)
(43,568
)



19,203

18,006

Other revenue

2,084

1,985

Distribution costs

(20,284
)
(17,810
)

Administrative expenses

(10,713
)
(9,772
)

Impairment loss on goodwill
4
(10,798
)
- 

Operating loss

(20,508
)
(7,591
)

Finance cost
5
(1,093
)
(2,074
)

Share of losses of associates

(26
)
(146
)

Loss from ordinary activities before taxation
5
(21,627
)
(9,811
)

Taxation
6
(228
)
(166
)

Loss attributable to shareholders

(21,855
)
(9,977
)

Loss per share
8
  Basic

(2.73) cents

(1.49) cents

Loss attributable to shareholders 

  is analysed as follows:
    By the Company and its subsidiaries

(21,829
)
(9,831
)

    By associates

(26
)
(146
)



(21,855
)
(9,977
)

Notes:

(Expressed in Hong Kong dollars)

1
Basis of preparation

The interim financial report is unaudited, but has been reviewed by KPMG in accordance with Statement of Auditing Standards 700 "Engagements to review interim financial reports", issued by the Hong Kong Society of Accountants ("HKSA").

The interim financial report has been prepared in accordance with the requirements of the Main Board Listing Rules of The Stock Exchange of Hong Kong Limited, including compliance with Statement of Standard Accounting Practice 25 "Interim financial reporting" issued by the HKSA.

The notes on the interim financial report include an explanation of events and transactions that are significant to an understanding of the changes in financial position and performance of the Group since the 30 June 2001 annual financial statements.

The accounting policies used in the preparation of the interim financial report are consistent with those used in the annual financial statements for the year ended 30 June, 2001 except for the changes in accounting policies as described in note 2.

2
Changes in accounting policies

(a)
SSAP 30 "Business combinations"

In the current period, the Group has adopted SSAP 30 "Business combinations" and has elected not to restate goodwill previously eliminated against reserves. Accordingly, positive goodwill arising on acquisitions prior to 1 July, 2001 continues to be held in reserves and will be charged to the consolidated profit and loss account at the time of disposal of the relevant associate, or at such time as the goodwill is determined to be impaired.

(b)
SSAP 31 "Impairment of assets"

Under SSAP 31, internal and external sources of information are reviewed at each balance sheet date to identify indications that the following assets may be impaired or an impairment loss previously recognised no longer exists or may have decreased:

-
fixed assets (other than properties carried at revalued amounts)

-
investments in subsidiaries and associates; and

-
positive goodwill (whether taken initially to reserves or recognised as an asset)

If any such indication exists, the assets recoverable amount is estimated. An impairment loss is recognised whenever the carrying amount of an asset exceeds its recoverable amount.

3
Segmental information

The analysis of the principal activities and geographical location of the operations of the Company and its subsidiaries during the financial period are as follows:


Group turnover
Contribution to operating loss


Six months ended 31 December,
Six months ended 31 December,


2001

2000

2001

2000


$'000

$'000

$'000

$'000

Manufacturing, retailing 

  and trading of apparel
67,681

60,805

(4,850
)
(5,638
)

Others
482

769

(16,765
)
(4,027
)


68,163

61,574

(21,601
)
(9,665
)

Share of losses of associates




(26
)
(146
)






(21,627
)
(9,811
)

4
Interest in associates

Subsequent to 31 December, 2001, the Group entered into an agreement to dispose of its entire interest in an associate, L.A. Resources Limited. The goodwill on acquisition of this associate of $10,798,000 previously eliminated against reserves is determined to be impaired and has been charged to the consolidated profit and loss account in the current period.

5
Loss from ordinary activities before taxation

Loss from ordinary activities before taxation is arrived at after charging:

Six months ended


31 December,


2001

2000


$'000

$'000

Interest on borrowing
1,093

2,074

Depreciation
5,422

5,258

6
Taxation


Six months ended


31 December,


2001

2000


$'000

$'000

Taxation outside Hong Kong
228

166

No provision for Hong Kong profits tax has been made for the period ended 31 December, 2001 as the Group's Hong Kong operations sustained a loss for taxation purposes during the period.

Taxation for the Group's operations outside Hong Kong is provided at the applicable rates of taxation on the estimated assessable profits arising in the relevant jurisdiction during the period.

7
Dividend

No interim dividend has been declared in respect of the interim period ended 31 December, 2001 (2000: $Nil).

8
Loss per share

Basic loss per share

The calculation of basic loss per share is based on the consolidated loss attributable to shareholders of $21,855,000 (2000: $9,977,000) and the 801,929,000 ordinary shares (2000: 668,329,000 ordinary shares) in issue during the period. Fully diluted figures are not shown as there is no potential dilutive effect for the interim period ended 31 December, 2001.

9
Reserves








Land and








buildings


Share

Legal

Exchange

revaluation

Accumulated


premium

reserve

reserve

reserve

losses

Total


$'000

$'000

$'000

$'000

$'000

$'000

At 1 July, 2001
106,362

3,090

1,613

27,470

(131,714
)
6,821

Transfer between reserves
-

-

-

(1,360
)
1,360

-

Exchange differences
-

-

21

-

-

21

Impairment loss on goodwill
-

-

-

10,798

-

10,798

Loss for the period
-

-

-

-

(21,855
)
(21,855
)

As 31 December, 2001
106,362

3,090

1,634

36,908

(152,209
)
(4,215
)

BUSINESS REVIEW

The turnover of the Group for the six months ended 31 December, 2001 was approximately HK$68.2 million, representing an increase of 10.7 percent as compared with HK$ 61.6 million for the corresponding period last year. The loss attributable to shareholders, excluding an impairment loss on goodwill relating to the disposal of an associate, was HK$10.8 million, representing an increase of 10.8 percent as compared with HK$10.0 million for the same period last year.

The Group was optimistic of the fashion market in China and had consistently focused on apparel retailing business in the country. We continued to enhance brand awareness and customer acceptability by selling quality and elegant casual wears at competitive prices. Gross margin percentage was maintained at comparatively low level and hence operating loss continued for the period. Nevertheless the Group had successfully positioned sharply its brand "Fun" in China and was prepared to improve performance through higher turnover and stronger demand for margin.

WORKING CAPITAL AND LIQUIDITY

The Group maintained a stable net cash position during the period under review. Net cash inflow from operating activities was HK$3.6 million, compared with a net cash outflow of HK$0.7 million for the same period last year. Net cash balance at the period end was HK$13.4 million, compared with a balance of HK$5.8 million at the same period end last year.

The debt equity ratio as at 31 December, 2001 was reduced to 0.34, compared with 0.41 as at 30 June, 2001.

The Group's current ratio as at 31 December, 2001 was 0.87, compared with 1.01 as at 30 June, 2001. The Group' s quick ratio was 0.5 as at 31 December, 2001, compared with 0.50 as at 30 June, 2001.

STAFF

As at 31 December, 2001, the Group had 1,742 employees of which 1,735 were employed in the PRC for the Group's retailing and manufacturing business.

The Group offers competitive remuneration packages to its employees, and provides benefits such as staff insurance, retirement scheme, discretionary bonus and option scheme, and also provides both in-house and external training programs to strengthen the Group's human resources.

Prospects

Although the general economic situation in Asia remains uncertain, China continues to enjoy sound economic growth. Internal demand for consumer products in China is emerging and becoming strong. The Group is dedicated to manage growth in the apparel retailing and manufacturing business.

The Group will continue to spend effort and resources to sharpen its competitive edge. Brand image and market positioning will be further strengthened to enable higher sales and margins. Product design, product quality, shop presentation and customer services are highly regarded and invested by the Group as important ingredients for growth. The management will strive to improve operational efficiency in order to expand the market and reduce cost, and will endeavour to improve the Group's performance in the near future.

PUBLICATION OF DETAILED RESULTS ANNOUNCEMENT ON THE EXCHANGE'S WEBSITE

A detailed results announcement containing all the information required by paragraphs 46(1) to 46(6) of Appendix 16 of the Rules governing The Listing of Securities on The Stock Exchange of Hong Kong Limited (the "Exchange") will be published on the Exchange's website in due course.


On behalf of the Board


Tan Sim Chew


Chairman

Hong Kong, 22 March, 2002

Please also refer to the published version of this announcement in the HK i-Mail.
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