T FINANCIAL REVIEW

CAPITAL RESOURCES AND LIQUIDITY

The Group's total shareholders' funds were HK$792.2 million, of which reserves
were HK$660.3 million at the year end. As at 31st March 2002, the Group
continued to maintain a strong financial position with net cash and bank
balances at HK$652.6 million. The Group's working capital was HK$740.5
million. With solid recurring cash flow from operations and existing cash and
bank facilities, the Group has adequate financial resources to fund its future

investment and expansion.

Most of the cash and bank balances were deposited in the leading banks and
their returns were affected by the substantial drop of bank deposit interest rates

during the year.

FINANCIAL POSITION

Total funds employed (including shareholders' funds, bank loans and overdrafts,
and obligations under finance leases) for the year ended 31st March 2002 was
HK$803.0 million, which represented a 12.3% decrease over the figure of

HK$915.3 million for the year ended 315t March 2001.

The decrease in inventories from HK$316.7 million last year to HK$216.6 million

as at 315t March 2002 enhanced the working capital of the Group.

The gearing ratio, defined as the ratio of total loans less cash balances to total

assets, was nil as at 315t March 2002 and 2001.
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TREASURY POLICIES

The Group continued to adopt a conservative approach in financial risk
management. The majority of the Group borrowings were in Hong Kong dollar
and were arranged on a floating rate basis. The Group does not have significant
exposure to foreign exchange fluctuations as most of its assets, receipts and
payments are in Hong Kong or U.S. dollars. The Group will, however, monitor
its foreign exchange position and, when appropriate, the Group will hedge its

foreign exchange exposure by way of forward foreign exchange contracts.

The Group's treasury management policy is not to engage in any highly leveraged

or speculative derivative products.

CHARGE ON GROUP ASSETS

The assets of certain Group subsidiaries, including fixed assets with a net book
value of HK$13.0 million, have been pledged to secure general banking facilities
amounting to HK$3.6 million, of which HK$2.6 million has currently been
utilized. As at 31st March 2002, a property of a subsidiary with a net book

value of HK$3.0 million had been pledged against an installment loan.

CONTINGENT LIABILITIES

The Group's contingent liabilities as at 315t March 2002 were HK$28.1 million,

comprising letters of credit and bank guarantees issued in lieu of deposits.
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Exclusive brand hair care products for which Sa Sa is sole agent
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“Beauty is the
~ perfect balance

of iInner and outer self.”



