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BENEFUN INTERNATIONAL HOLDINGS LIMITED

(Incorporated in the Cayman Islands with limited liability)

RESULTS FOR THE YEAR ENDED 30 JUNE, 2001

RESULTS

The Board of Directors (the "Directors") of Benefun International Holdings Limited (the "Company") hereby announces the audited consolidated results of the Company and its subsidiaries and associated companies (collectively referred as the "Group") for the year ended 30 June, 2001, together with comparative figures for the previous year as follows:


For the year ended 30 June,



2001

2000


Note
HK$'000

HK$'000

Turnover
1
122,907

95,673

Cost of sales

(81,347
)
(72,875
)



41,560

22,798

Other revenue

4,348

4,703

Distribution costs

(37,459
)
(18,388
)

Administrative expenses

(25,336
)
(23,362
)

Operating loss

(16,887
)
(14,249
)

Finance cost

(3,424
)
(3,948
)

Provision for diminution in value of

  properties held for sale

(6,005
)
- 

Share of loss of an associated company

(48
)
(194
)

Loss from ordinary activities before taxation
2
(26,364
)
(18,391
)

Taxation
3
214

(732
)

Loss attributable to shareholders

(26,150
)
(19,123
)

Loss per share
4
  Basic

$(0.038
)
$(0.036
)

Loss attributable to shareholders is

  analysed as follows:

By the Company and its subsidiaries

(26,102
)
(18,929
)

By associated company

(48
)
(194
)



(26,150
)
(19,123
)

Notes:

1.
Turnover

Turnover represents the aggregate of the net invoiced value of goods sold, after allowances for goods returned, trade discounts and value added tax as follows:



Contribution to (loss)/



profit from operations


2001

2000

2001

2000


HK$'000

HK$'000

HK$'000

HK$'000

Manufacturing, retailing and

  trading of apparel
121,368

91,219

(9,635
)
(8,130
)

Franchise fees
- 

2,931

-

2,638

Rental income from investment

  properties
1,539

1,523

(7,252
)
(8,757
)


122,907

95,673

(16,887
)
(14,249
)

The analysis of geographical locations of operations of the Group is as follows:



Contribution to (loss)/



profit from operations


2001

2000

2001

2000


HK$'000

HK$'000

HK$'000

HK$'000

Hong Kong
1,539

1,523

(7,252
)
(8,757
)

Elsewhere in the People's

  Republic of China ("PRC")
121,368

94,150

(9,635
)
(5,492
)


122,907

95,673

(16,887
)
(14,249
)

2.
Loss from ordinary activities before taxation

Loss from ordinary activities before taxation is arrived at after charging /(crediting):


2001

2000


HK$'000

HK$'000

Cost of inventories
81,347

72,875 

Interest on bank advances and other borrowings

  repayable within five years
3,418

3,939

Depreciation and amortisation
10,591

10,210

Other receivables written off
8,341

- 

Rental income from investment properties less

  direct outgoings
(1,271
)
(1,176
)

3.
Taxation


2001

2000


HK$'000

HK$'000

Taxation outside Hong Kong
252

732

Deferred taxation
(466
)
- 

Taxation (credit)/charge
(214
)
732

No provision for Hong Kong Profits tax has been made in the accounts for the year ended 30 June, 2001 as the Group's Hong Kong operations sustained a loss for taxation purposes during the year.

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

4.
Loss per share

The calculation of basic loss per share is based on the consolidated loss attributable to shareholders of HK$26,150,000 (2000: HK$19,123,000) divided by the weighted average of 684,068,000 ordinary shares (2000: 526,881,000 ordinary shares) in issue during the year. Fully diluted figures are not shown as there is no potential dilutive effect for the year ended 30 June, 2001.

5.
Dividend

The Directors do not recommend the payment of a dividend for the year ended 30 June, 2001 (2000: Nil).

6.
Reserves

An amount of HK$2.7 million (2000: HK$3.1 million) has been transferred from revaluation reserve to the profit and loss account, being depreciation charge on revalued assets during the year. In addition, goodwill of HK$10.8 million (2000: HK$1.9 million) arising on acquisition of an associated company has been charged to reserves during the year.

BUSINESS REVIEW

For the year under review, the Group's turnover increased by 28% over fiscal year 1999/2000 to HK$123 million. The Group's net loss attributable to shareholders was HK$26 million (2000: HK$19 million). This was the consequence of a substantial provision for properties in Hong Kong, closure of loss-making shops in Mainland China, write off of bad debts, and higher marketing cost in improving brand positioning.

In the year under review, the Group concentrated its business in Mainland China. At present, the Group's network in China comprises 125 shops, within which 69 shops are self-operated, and 56 shops are operated on franchise basis. Presentable mega-stores had been opened while non-profitable shops had been closed during the year.

The apparel consumer market in China had advanced to a more sophisticated and matured stage. The fashion retail operators including the Group had faced harsh competitive situation because many reputable international brands had entered and operated their business in the China market.

To sharpen its competitive edge, the Group had drastically strengthened its brand image and fine-tuned its market positioning. Product design, product quality, shop presentation and customer services had been well improved. The Group had been energized with new marketing strategies implemented through recruitment of expertise personnel. "Fun" brand had a strong presence in the market, and had been well recognized as an elegant, delightful, and relaxed casual wear brand by the large group of emerging youths in China. The Group had successfully worked towards unique market niche positioning, with an aim to secure decent pricing and optimal level of profit margin in the long run.

Foreseeing that China's entry to the WTO will stimulate dramatically the growth of consumer market in Mainland China, the Group has been re-engineering its operating process in both retail and manufacturing levels. The program is on-going and aims at improving the Group's operating efficiency to eliminate unnecessary costs and utilize resources to full extent. The management believes that the effort will produce result in the coming years when product quality and cost, distribution logistics and service quality will be effectively upgraded, leading to significant improvement in sales and profit margin.

The new factory in Anxi, Fujian had allowed more than 85 percent of the garment merchandise supplied to the Group's retail outlets to be manufactured in-house.

The Group took a prudent approach in developing its franchise operation. It will only expand aggressively its franchising business when it is more certain that the brand image and shop presentation will be consistently complied with by the nationwide franchisees. Through the effective training program implemented, the Group is optimistic to expand its franchising network at a good pace in the near future.

The Group entered into agreements to sell all its properties in Hong Kong in September 2001 because there was no sign that the property investment in Hong Kong could yield a satisfactory return. A provision of HK$6 million had been made on the properties to reflect their net realisable value, which amount has been fully reflected in the profit and loss account.

On 2 May, 2001, a placement issue of 133.6 million new ordinary shares of HK$0.1 each at a price of HK$0.115 each was made through a placement agent to several independent investors.

WORKING CAPITAL AND LIQUIDITY

Inventory level was reduced to HK$44 million as at 30 June, 2001 compared with HK$59 million last year.

Net cash inflow from operating activities was HK$23.1 million for the reported year, compared with a net cash inflow of HK$6.7 million for the prior year. Cash balance at the year end amounted HK$14.7 million, compared with a balance of HK$27.6 million at the prior year end.

The debt equity ratio as at 30 June, 2001 was 0.41. The current ratio as at the same date was 1.01 and the quick ratio was 0.50.

STAFF

As at 30 June, 2001, the Group had a total staff of 1,330 of which 1,323 were employed in the PRC for the Group's manufacturing and retailing businesses.

The Group provides employee benefits such as staff insurance, retirement scheme, discretionary bonus and option scheme and also provides in-house training programmes and external training sponsorship.

PROSPECT

The Group is dedicated to achieve business growth and to turnaround its performance in future years. The Group will focus its resources in developing its apparel retailing and manufacturing businesses in Mainland China. In the near future, the Group will also begin developing its export business following its strategy to develop its label "Fun" to be an internationally recognized brand.

The imminent entry of China to WTO in the coming year will expose customers in China to the world of internationally branded products. The Group will keep up "Fun" as a high-valued international brand of quality casual wears well liked by the middle and upper middle sectors of youth in China. These sectors possess strong purchasing power and enjoy being socially recognized through good fashion expression. The Group is facing a lot of good opportunities but tough challenges in the coming year.

OTHER INFORMATION

The annual report of the Group for the year ended 30 June, 2001 containing all the information required by the paragraphs 45(1) to 45(3) of Appendix 16 to the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited ("the "Stock Exchange") will be published on the website of the Stock Exchange in due course.


By Order of the Board


Tan Sim Chew


Chairman

Hong Kong, 5 October, 2001

NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the annual general meeting of the Company will be held at Room 1001, 10th Floor, Hong Kong Scout Centre, 18 Austin Road, Kowloon, Hong Kong on Thursday, 20 December, 2001 at 3:00 p.m. for the following purposes:-

1.
To receive and consider the audited financial statements and the reports of the directors and auditors for the year ended 30 June, 2001.

2.
To re-elect directors and to fix the remuneration of directors.

3.
To re-appoint auditors and to authorise the directors to fix their remuneration.


By Order of the Board


LO King Fat, Lawrence


Secretary

Hong Kong, 5 October, 2001

Notes:

1.
A member of the Company entitled to attend and vote at the meeting convened by the above notice is entitled to appoint one or more proxies to attend and vote on his behalf. A proxy need not be a member of the Company.

2.
To be valid, the proxy form and the power of attorney or other authority, if any, under which it is signed or a notarially certified copy of such authority, must be deposited with the Company's Share Registrar, Central Registration Hong Kong Limited at Hopewell Centre, Shops 1712-1716, 17th Floor, 183 Queen's Road East, Hong Kong, not less than 48 hours before the time appointed for holding of the meeting or adjourned meeting thereof.

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