"7 OPERATIONS REVIEW

For the year ended 31st March 2002, the Group's consolidated turnover
amounted to HK$1,537.4 million, representing an increase of 6.8% from
HK$1,439.4 million in the previous year. This growth was achieved through the
continued development of the Group's retail business in Hong Kong, as well

as the acquisition of new businesses.

The Group's pre-tax profit for the year, excluding non-recurring special items,
was HK$39.2 million. This represents a reduction against last year, mainly due
to the substantial decrease in interest income following substantial cuts in bank
deposit interest rates, and a drop in the Group's gross profit margin as a result
of strategic clearance sales to improve the inventory management and future

profitability of our retail operations.

The Group has placed particular emphasis on inventory management. As
of 31st March 2002, the Group had successfully reduced the inventory turnover
days to 89 days, from 142 days in the previous year, and cut stock levels by
31.6 % from HK$316.7 million to HK$216.6 million. This improvement lowers
stockholding costs, reduces demand for working capital, and enhances the

efficiency of inventory management, supply chain management and overall

operations. As at 31st March 2002, net cash and bank balances increased to
HK$652.6 million. BE-ZT-_F-A=-T-HLEFE  SENGLEER
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Highlights of the Group's achievements for the year ended 31st March 2002,

are:

Group turnover increased by 6.8% to HK$1,537.4 million

The retail business in Hong Kong achieved a year-on-year increase of 7.1%
in the second half of the year, putting this market's turnover growth at
4.2% in the fiscal year.

Gross profit increased by 4.3% to HK$662.0 million.

The Group's net cash and bank balances increased to HK$652.6 million
as at 31st March 2002, up from HK$593.1 million the previous year.
Total inventory was reduced by 31.6% from HK$316.7 million to HK$216.6
million and inventory turnover was reduced from 142 days to 89 days.
The Group's subsidiary in the PRC market, Sa Sa Ebeca, was acquired in
July 2001, bringing the Group a total of 162 sales counters and eight
beauty salons as of March 2002.

The Korean-language site of sasa.com was launched in July 2001

successfully, leading to a substantial increase in its annualized sales.

For the year ended 31st March 2002, the Group's results were affected by a

number of non-recurring special items, totalling HK$103.4 million. These

included, firstly, provisions and restructuring costs relating to our newly acquired

businesses. Secondly, the Group's leasehold land and buildings experienced a

revaluation deficit. Thirdly, the Group took the conservative stance of making

provision for impairment of the fixed assets of sasa.com. Lastly, the Group

incurred shop closure costs in Taiwan, which came as a strategic response to

that market's adverse retailing environment.

We are pleased to report that the core business of the Group - namely,

cosmetics retailing - remains strong and profitable, despite the fiscal

year's one-off costs and provisions.
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PRIVATE LABELS AND EXCLUSIVELY DISTRIBUTED PRODUCTS

The Group's sales of private-label products and exclusively distributed products
contributed 26.4% of the Group's total retail sales. The sales of these products
in Hong Kong and Macau achieved a growth of 8.3% during the year under
review. Our La Colline specialty stores successfully grew alongside our existing
retail network, contributing to an increase of over 20% in the overall sales of
La Colline products. Our success in boosting both the image and sales of La
Colline clearly demonstrates the Group's brand-management capabilities

and now empowers the Group to develop further in this direction.

During the year, the Group added a number of new brands, including Christian
Breton, Pikenz the First, and the fragrances of Benetton and Sergio Tacchini,
to its portfolio of exclusively distributed products. The Group believes that
continuous development of private labels and expansion of its exclusive-brand
portfolio provide a strong base for future development and higher gross profit

margins.

The Group extended the distribution channel for its exclusive products by
offering them through the Phillip Wain network, further enhancing the visibility

and profile of these products.

Following the successful launch of the Yuerong Beauty Preserver in March 2001,
the Group has now expanded its health food offerings. We will continue to
expand in this market and will consider selling health food products and supplements

via the Phillip Wain network and the Group's upcoming beauty salons.
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RETAIL BUSINESS

In the fiscal year 2002, the Group's retail turnover reached HK$1,344.2 million,
a similar level to the previous year's HK$1,348.3 million. The 4.2% growth of
Hong Kong and Macau, the Group's largest market, was to a certain extent
offset by a substantial drop in the Taiwan market due to further shop closures.
Although the retail environment around the region remains challenging, operating
profit for the retail business, before non-recurring items, reached HK$63.6

million.

Our focused efforts on clearance sales and improved inventory management
reduced total stock levels of retail business by HK$108.4 million. These measures
lowered the gross profit margin of the Group's retail sales by more than 2%
during the year. However, the reduction in inventory levels will strengthen
our stock management and improve our operational efficiency, which

will enhance our future financial performance.

During the year, the Group pursued a stringent cost-reduction programme to
enhance the cost-efficiency of its operations. Measures included reductions in
both labour force and compensation packages, which resulted in a decrease
of 148 staff. These measures will contribute to an annualized cost saving of
about HK$10 million. Together with other cost-reduction efforts, the Group

was able to decrease overall expenses for its retail business by 4.8%.

We have built a great brand that everyone knows, and we have an
unmatched range of products for our huge, loyal and region-wide
customer base. Our relationships with our vendors are excellent, our
sales professionals give quality service, and we have a long-established
network of more than 50 retail outlets in prime Asian locations, as well
as a retail presense across 40 cities in the burgeoning mainland China
market.

We have extensive industry experience and a clear business focus on
“beauty + health”, supported by well thought-out corporate strategies,
including an attractive online presence. A robust balance sheet and a
strong management team are adding fresh new dynamics to this
remarkable company.
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7 OPERATIONS REVIEW

Hong Kong and Macau

Turnover for the year in Hong Kong and Macau increased by 4.2% to HK$1,157.3
million. Notably, the Group achieved turnover for the second half of the
fiscal year of 16.5% above that of the first half of the year, and 7.1%
up on the corresponding period of the previous year. The Group boosted
sales through increased sales drives, opened new stores in prime locations and
conducted successful clearance sales. The Group also benefited from increased
PRC tourist arrivals since January 2002, following the relaxation of visa quotas
for mainland tourists. Set against the backdrop of a sluggish retailing environment,

such growth demonstrates the strength of Sa Sa's position in the market.

Three new Sa Sa stores were opened during the year, bringing the total number

of outlets in Hong Kong and Macau to 35.

Sa Sa applies its global sourcing and purchasing capabilities to getting
the best value products, buying in bulk to increase its bargaining power.
A further factor is our excellent long-term relationships with vendors.
While we pride ourselves on our ability to offer generous discounts,
we also take exceptional care to ensure that everything we sell is

genuine and in tip-top condition.
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Taiwan

Poor consumer sentiment, largely attributable to a weak economy, has made
Taiwan a challenging market for retailers. In the year ending 31st March 2002,
the Group closed five underperforming stores, out of a total of eight, resulting
in closure costs of HK$10.7million. The Group remains confident of this market's

long-term growth potential, and will continue to monitor the market situation.

Singapore and Malaysia

Turnover in Singapore and Malaysia decreased as a result of the generally
dampened economy but the consolidated results of these markets remain
positive. At the end of March 2002, the total number of stores in Singapore
and Malaysia was maintained at nine and seven respectively. The Group remains
committed to expanding its share of these two markets when their economies

start to pick up.

E-TAILING - SASA.COM

Following the launch of our Korean-language site in July 2001, annualized sales
of sasa.com substantially increased. Turnover for the year amounted to
approximately HK$10 million. During the year, the logistics and product mix
were further enhanced to achieve a higher gross profit margin. With continuing
effort, we intend to further increase the gross profit margin and, in combination
with stringent cost controls, the Group aims to lower sasa.com's break-even

point.

With Hong Kong, Korean and international versions of our Web site, overseas
orders currently constitute over 90% of our total online sales. This multilingual,
24-hour sales platform is doing much to increase Sa Sa's public profile
and international market penetration, allowing us to test out markets
and establish brand names even in markets where we do not yet have
a presence. It also strengthens our communication with customers, investors,
shareholders, as well as existing and prospective business partners, through
the provision of comprehensive information on products and promotions, as

well as corporate developments.
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SA SA EBECA

As the Group's first step into the vast PRC market, the Group acquired Shenzhen
Sa Sa Ebeca Enterprise Limited on 15t July 2001 at a consideration of approximately
HK$28.4 million for its 55% stake. The remaining 45% stake is held by Shenzhen
Ebeca Enterprise Company Limited. In the nine months to March 2002, this

new subsidiary contributed HK$31.3 million to the Group's turnover.

During the year under review, Sa Sa Ebeca provided invaluable information
and expertise that will help spearhead the Group's expansion into the
PRC. It also assisted the Group in obtaining product approval for its exclusive

products.

For the period from July 2001 to March 2002, Sa Sa Ebeca opened five new
beauty salons, in Chengdu, Shanghai, Shenzhen and Dalian, bringing the total
number of its beauty salons to eight. At the close of the fiscal year, Sa Sa Ebeca
was operating 162 retail counters in over 40 cities across the PRC. Forty-nine
of these counters were directly managed and 113 franchised. We will continue
to review its business operations and retail network, as well as to strengthen
its management and business base, in order to enhance its performance and

to facilitate Sa Sa's future development in mainland China.
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BEAUTY SERVICES
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Phillip Wain

Phillip Wain's turnover for the
year ended 315t March 2002
was HK$151.9 million. This
was lower than expected,
despite the opening of two
new clubs during the fiscal
year - one in Malaysia in
August 2001, and one in Singapore in September 2001- taking the total number
of clubs to nine. The unexpected events of 11th September 2001 led to a marked
downturn in the economies of these two markets, resulting in a reduced demand
for premium-brand health and beauty services. In addition, expenses related to

the opening of the two new clubs increased our financial burden.

The Group has taken steps to improve the situation at Phillip Wain, including
a change of top management, reorganisation and de-layering of middle
management, improved management and staff accountability and strengthened
internal communication. The Group is in the process of upgrading and enforcing
new policies, procedures and systems, as well as considering other strategies
and measures to improve Phillip Wain's performance and service to its customers.
By understanding the business more fully, we aim to gain more control over

future operations.

The Group is pleased with progress relating to the litigation between Sa Sa
International and Mr Edwin J. Phillips. The Group's management believes that
the litigation will have no material impact on the Phillip Wain operation or the

Group's future performance.
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éb QUALITY TOURISM SERVICES
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EMPLOYEES HHLRA S

As at 31st March 2002, the Group had a total of 1,845 employees. The staff
costs for the year was HK$282.9 million. To ensure that the Group is able to
attract and retain talented staff, remuneration packages are reviewed on a
regular basis and share options, as part of basic remuneration packages, have
also been offered to key employees. Staff development initiatives were
implemented through in-house training programmes and the provision of

financial subsidies for external training courses.

OUTLOOK

In the first few months of fiscal year 2003, the Group's retail sales in Hong
Kong and Macau, which represent three-quarters of the Group's total turnover,
achieved a satisfactory growth despite a poor economic environment.
Looking forward, the Group is cautiously optimistic that this momentum will
be sustained and will further benefit from the influx of PRC tourists arising
from the relaxation of the PRC visitor quotas in Hong Kong in 2002. We will
continue to adjust our merchandise selection to more effectively serve these

tourists' needs.

Although immediate economic prospects around the region remain uncertain,
the Group is confident of continued growth in the long term and is thus
committed to regional expansion. We will actively pursue opportunities as they

arise to develop new and existing markets. Sa Sa's relatively small overseas base

provides significant growth opportunities.
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Exclusive Distributorship and Private labels

The Group is committed to becoming the exclusive distributor for an increasing
portfolio of top international cosmetic brands, and to further expanding our
business in exclusive distributorship and private labels. We aim to increase the
share of this business to 30% of the Group's total retail turnover. This will
strengthen our competitive position, increase our market share and enhance
our profit margin. We will continue to grow the sales of our exclusive products
by leveraging the full strength of our retail network distribution channels,
including Phillip Wain and Sa Sa's new beauty centres as additional channels

for retail sales.

Beauty Services

We see growth potential in beauty services and are committed to developing
this area by extending our existing service range to different market segments.
In addition to the premium ladies' beauty and health clubs of Phillip Wain, the
Group opened its first "Sa Sa Beauty+" beauty and slimming centre end of June
2002, covering over 5,000 sq. ft. in the bustling Causeway Bay district of Hong
Kong. Designed to extend the range of our services to Sa Sa's solid base of loyal
customers and to become their one-stop-shop for cosmetics, beauty and slimming
services, Sa Sa Beauty+ offers advanced beauty treatment services with an emphasis
on quality and value for money. Sa Sa's loyal customers, including over 100,000
VIP members, have an increasing need for beauty treatment services. To cater

for such needs, Sa Sa plans to open more Sa Sa Beauty+ centres in key strategic

locations where Sa Sa stores are established.
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OPERATIONS

over 40 cities in China
EEPEEAL0E T

over 162 sales counters located in major department
stores and shopping arcades
B1G2(EHE T - DRNEAETEBHEARARES

Directly-managed sales counters in:

HEERERNHESRE:

- Beijing dt® - Guangzhou /N
- Shanghai i - Chengdu fK#B

- Shenzhen &3 - Dalian K&

(As at 31t March 2002)
(BE-2Z-F=FA=+—H1t)

Other cities:

Nanjing, Tianjin, Qingdao, Kunming, Xian, Nanning, Haerbin, Zhengzhou,
Handan, Jilin, Changchun, Wulumugi, Hangzhou, Fuzhou, Jinan, Wuhan,
Wauxi, Anshan, Shijiazhuang, Ningbo, Wenzhou, Shenyang, Chongging,
Luoyang, Changsha, Datong, Nanchang, Guiyang, Guilin, Haikou, Huizhou,
Nantong, Zhanjiang, Zunyi, Dongguan, Zhongshan, Danshui, Zhuhai,
Hefei, Suzhou
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The Group's application for product approval in the mainland market is making

good progress via Sa Sa Ebeca. Three exclusive-brand fragrances, including SEFEBS KA EETEAMIBE bR AN RE

Blumarine and Montana, have already been approved and will be launched on RIZE - AR =Z{EBRAERMWEK - BFBlumarine

Sa Sa Ebeca's nationwide retail network in the near future.

With the PRC's accession to the World Trade Organisation, the retail market
in China is growing in vitality. Sa Sa already enjoys strong brand
recognition in mainland China and is highly regarded as a trustworthy
cosmetics retailer by consumers. Moreover, Sa Sa's one-stop-shop
concept of providing a wide range of products and quality service

is unique in the mainland China, where large-scale cosmetic chains

are unknown and there is a strong demand for overseas cosmetic
brands. For these reasons, we firmly believe that Sa Sa is

well positioned to make strong inroads into this emerging
market, which offers vast potential for significant growth.

In the coming years, we remain committed to focusing on PRC
expansion and plan to set up dedicated Sa Sa stores in China

in the near future.
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Future Growth

Overall, by leveraging on our competitive strengths, we are building a solid
foundation for future growth. Those strengths include established brand
awareness and reputation, a strong and loyal customer base (including the PRC
tourists), a widespread sales network and market presence in the region,
extensive sourcing ability with strong bargaining power, and our proven experience

in the cosmetics business.

At the same time, the Group continues to exercise vigilant cost controls, striving
to improve operational efficiency and profit margins. In the year ahead, we will
make concerted efforts to further enhance the performance of the Group's
newly acquired businesses. There is no doubt that our core business, cosmetic
retailing, remains strong and provides a solid foundation for the Group's future

growth.
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“Make-up is the key

to looking good and
feeling great.”







