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The directors present their report together with the audited accounts of the

Company and the Group for the year ended 31st March 2002.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

The principal activity of the Company is investment holding. Its subsidiaries
are principally engaged in the retailing and wholesaling of a wide range of
brand name cosmetic products and the provision of beauty and health club

services.

An analysis of the Group’s turnover and loss before taxation for the year by
principal activities and geographical areas of operation is set out in note 2 to

the accounts.
RESULTS AND APPROPRIATIONS

The results for the year are set out in the consolidated profit and loss account
on page 65.

An interim dividend of 1.0 HK cents (2001: 1.0 HK cents) per share was paid
on 16th January 2002. The directors recommend the payment of a final
dividend of 4.0 HK cents (2001: 4.0 HK cents) per share. Total dividends paid
and declared for the year ended 31st March 2002 amounted to
HK$64,128,000.

of

FEXBRRMED T EH

ARBETBEBAREER LB
M erhm e TE M3 M R iRt

TBEREZES
Nfg e 0 R o

255
B

ARBAEEREELBRELEND 2 B EBERBH
ATBSIE.Z DT BLARRE MI3E2 -

XERRNDE

AREAEEY REHRESEHAREEN-

ARRBERZZZ_F—A+ BREFHREER1.0
B (ZTT—F1.0800) EEEREFREREME

BR4.0BIM (ZZEZ—F4.081l) BHEZZTZT-_F=A
=+ -HUESERREFKKE S 64,128,000% T

S BEBARR AR AR

sS4



““7"REPORT OF THE DIRECTORS conmmueny =B EHE )
FINANCIAL SUMMARY B RE

A summary of the results, assets and liabilities of the Group for the last five = ZAEEBERAFHEE2£8 BRENBERENT:

financial years is set out as follows:

2002 2001 2000 1999 1998
(Restated)  (Restated)  (Restated)  (Restated)

(E#aR) (BT (EFIR (EFHIR)

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT BETT BETT BETT BETT

Turnover EEH 1,537,411 1,439,369 1,316,614 1,268,247 1,249,329
(Loss)/profit before taxation BER (B18R) %A (64,196) (74,410) 79,012 (91,296) 305,065
Taxation (charge)/credit Bim () /#E (9,652) (7,746) (5,516) 3,257 (26,489)
Minority interests LR E S 2,673 (2,095) - - (169)
(Loss)/profit attributable to &R A (71,175) (84,251) 73,496 (88,039) 278,407
shareholders (E51#8) /& A

Total assets BEME 1,094,152 1,175,472 1,228,456 1,202,865 1,491,213
Total liabilities BEBE (295,595) (262,527) (106,314) (100,321) (159,237)
Minority interests LERFER (6,379) 32,181 - - (4,138)
Net assets BEFE 792,178 945,126 1,122,142 1,102,544 1,327,838
Notes: Bt at:

1. Loss before taxation for the year ended 31st March 2001 has been restated to 1. HEZZZT-F=ZA=+-HLEFEZRBMNBEEETE

reflect the impairment loss on goodwill as explained in the principal accounting 5 AR BRBR B B E1(F)() E B St BURFTME 2 8 E-
policy set out in note 1(f)(i) to the accounts. This change has no effect on the WESREHEREN R EERN L ERBK T E-

closing retained earnings for the relevant year.

2. In accordance with the revised Statement of Standard Accounting Practice 9 2. BEFEBEHAMASHEGIEEIEHENENREER

“Events after the Balance Sheet Date” issued by the Hong Kong Society of BERABRFE] AR AREE BRI RETBER AL
Accountants, dividends proposed by the Company after the balance sheet date HRAZRBDEE-HE-ANN\F=ZA=+—BLEEHEEH
may no longer be treated as a liability at the balance sheet date. Total liabilities 2 F=A=+-HIFE aBEREREEFED
and net assets for the year ended 31st March 1998 to the year ended 31st March FEF AR TEE R 2 S

2001 inclusive have been restated to reflect this change in accounting policy.
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MAJOR CUSTOMERS AND SUPPLIERS TERFRHER

The aggregate percentage of sales and purchases attributable to the Group's AEERARFREEEFAZHERERRERES T
five largest customers and suppliers respectively are less than 30% of the  (EREEMPELERRBAEIN30% -

total sales and purchases for the year.

RESERVES f#

Movements in reserves during the year are set out in note 20 to the accounts.  FRREE RADQ A E 2 S ESERFBHIREE M
200

FIXED ASSETS EE&E

Details of the movements in fixed assets of the Group are set out in note 13~ AEEETEENFRNZEBHHIINEBMFE13 -

to the accounts.

SHARE CAPITAL SN

Details of the movements in share capital of the Company during the year &FRKXABRAZ EBEEHINNEB M 19 -

are set out in note 19 to the accounts.

SHARE OPTIONS BB AR
(I) Share Option Scheme () EBREE
(a) Purpose (a) H#&Y
The Company’s Share Option Scheme (“the Scheme") was adopted ARA RS ([ZEHE) R—hhtF
and became effective on 22nd May 1997 for the purpose of AAZ+ BRI AR LUBER iR E
providing incentives to directors and eligible employees by the ZHA HBEEREERES

granting of share options.

(b) Qualifying Participants (b) ZHEEER
Under the Scheme, options may be granted to directors, senior RIEZE RAR A AARFSEMBRARZ
executives or employees of the Company or its subsidiaries. EE afITHRABSEER L ERE.
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SHARE OPTIONS (conTinuED)

(c)

(d)

(e)

Maximum number of Shares

The maximum number of shares in respect of which options may be
granted under the Scheme is 10% of the issued share capital of the
Company from time to time (excluding shares issued pursuant to
the Scheme). The maximum entitlement of each participant is 25%
of the maximum number of shares in respect of which options may

be granted as calculated above.

Option Exercise Period

The period within which the shares must be taken up under an
option is determined by the Board from time to time, except that
such period shall not expire later than 10 years from the date of
grant of the option. The minimum period, if any, for which an option
must be held before it can be exercised is determined by the Board

from time to time.

Exercise Price and Consideration

The exercise price shall be determined by the Board and shall not
be less than the higher of the nominal value of a share and 80% of
the average of the closing prices of the shares for the five business
days immediately preceding the date of grant of the option. Effective
from 1st September 2001, the exercise price must be at least the
higher of (i) the closing price of the shares on the date of option
grant, which must be a business day, and (ii) the average closing
price of the shares for the five business days immediately preceding
the date of grant in accordance with paragraph 17.03 of the Listing

Rules.

Consideration to be paid on each grant of option is HK$1.00. Full

amount of the exercise price must be paid on the exercise of option.

SA SA INTERNATIONAL HOLDINGS LIMITED Annual Report 2001/2002
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SHARE OPTIONS (conTiNuED)

(f)  Remaining Life of the Scheme

REPORT OF THE DIRECTORS «conrmueny EF ¥

The Scheme has a life of ten years and shall expire on 21st May

2007.

(g) Options granted to Employees under Continuous Contracts

Details of the share options outstanding as at 31st March 2002

which were granted to employees under continuous contracts are
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(f) BBRESZZHTEHH

ZABZBRHARTE AHN _FFLFRA
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(q) BEAKERZIHEIE
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ZAREITEBEEFEOT -

FZA=+—RB REBEANESR

as follows:—
Options
Options Options  outstanding
Options Options exercised lapsed as at 31st
outstanding as at granted during during  March 2002
31st March 2001 during the year theyear RWZZE=F
Subscription RITB-E the year RER RER =ZA=1-H
Date of grant  price per share Exercisable period  Vesting period =B=t+-H RERRH BETE xR FEAE
RHAH BRRHZBE g EARES  REARZBRE ZBRE ZBRE ZBRE ZBRE
note (i)
HEE()
9th September 1997 HK$2.01 9th September 1997 - 1,808,000 - - - 1,808,000
—“ANEENANE 201%7T  to 8th September 2007
“AWAEEAANBE
ZZZHERANR
9th September 1997 HK$2.01 8th September 1998 1 year 1,808,000 - - - 1,808,000
—“ANEENANE 201%7T  to 8th September 2007 —F
“MANERRNEE
ZEZLENANR
9th September 1997 HK$1.90 8th September 1998 1 year 7,098,000 - - - 7,098,000
—“ANEEAANA 190 to 8th September 2007 £
“AWANEAANBE
ZEZLENANR
7th May 1999 HK$0.648 7th May 1999 - 3,240,000 - (3,240,000) - -
—“AANEFREAER 0.6483 T to 6th May 2009 note (ii)
“WANERALRE &£ i
“ZENERARA
10th April 2000 HK$1.25 30th September 2002 2.5 years 3,194,000 - - (3,194,000) -
—Z2ZTFMATA 12587 to 10th April 2010 ZF¥

ZZEFNAZTRE
—Z-ZEMATHE

S BEBARR AR AR

&
‘FP

e
Pe

45



o RE PO RT OF TH E D | RECTO RS (CONTINUED) %%i&%“ﬁ
SHARE OPTIONS (conTinueD) BRE @
Options
Options Options  outstanding
Options Options exercised lapsed as at 31st
outstanding as at granted during during  March 2002
31st March 2001 during the year theyear RZBE=f
Subscription RZZE-F the year RER RER  ZA=1-H
Date of grant  price per share Exercisable period  Vesting period =B=t-H REREL BEAR P RETR
RUAH SREHABE ES EARES  RETRZBRE ZBRE ZBRE ZBRE ZBRE
note (i)
MEE()
14th April 2000 HK$1.22 14th April 2003 3 years 323,000 - - (323,000) -
ZEZTENATEA 12087 to 14th April 2010 =F
ZEZ-ENATNAZE
—Z-ZFMATIA
14th June 2000 HK$0.96 14th June 2003 3 years 229,000 - - - 229,000
—ZERF ATNA 0,967 to 14th June 2010 =%
e R =K
“Z-FERATHE
19th June 2000 HK$0.94 19th June 2003 3 years 217,391 - - - 217,391
ZZETERATIA 09487 to 19th June 2010 = note (iv)
ZZE=ERATIBE ML (v)
“Z-FEXRATNE
21st June 2000 HK$0.93 21st June 2001 1 year 504,000 - - (92,000) 412,000
—EERFXAZT-A 0.93%7T to 21st June 2010 -
“F2-§XAZ1-HZ
ZE-ZERAZT-H
21st June 2000 K$0.93 21st June 2002 2 years 504,000 - - (92,000) 412,000
b & AV 0.93%7T to 21st June 2010 k3
ZEZ-ERAZT-HE
—T-RERAZT-H
19th July 2000 HK$0.92 19th July 2003 3 years 170,940 - - (170,940) -
ZZETELATAA 0.9 to 19th July 2010 =
ZZE-ELATNBE
ZZ-FELATNE
4th June 2001 HK$0.68 4th June 2002 1 year - 196,078 - - 196,078
—EZ-%5AmA 0.68/T to 4th June 2011 —f note (iii)
ZZT_FRAMAZE - E)
—Z2——%,AMA
4th June 2001 HK$0.68 4th June 2003 2 years - 196,078 - - 196,078
—EZ-%5AmA 0.68/T to 4th June 2011 k3 note (iii)
ZZZ=FARA - E)
E_T-—F;AWA
4th June 2001 HK$0.68 4th June 2004 3 years - 196,079 - - 196,079
—2E-5,:AmA 0.68% 7T to 4th June 2011 =% note (iii)
“ZTMERAEAZE M 2R Gii)
—E2——%xANA
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SHARE OPTIONS (conTinuED)

Notes:

(i)

(i)

(iv)

During the year, 3,871,940 share options lapsed upon resignation of several

employees in accordance with the terms of the Scheme.

During the year, 3,240,000 share options were exercised by an ex-director of the
Company in accordance with the terms of the Scheme. The closing price of the

shares immediately before the date of exercise is HK$0.77.

During the year, 588,235 share options were granted to an employee of the
Company. The closing price of the shares immediately before the date on which

the options were granted is HK$0.86.

Subsequent to the year end, 217,391 share options lapsed upon resignation of an

employee in accordance with the terms of the Scheme.

Subsequent to the year end, 13,791,285 share options were granted to employees

of the Company as follows:-

(1) 4,000,000 share options granted on 24th April 2002 at an exercise price of
HK$0.80 per share which was to become exercisable for the period from

24th April 2003 to 24th April 2012. The vesting period is one year.

(2) 5,000,000 share options granted on 24th April 2002 at an exercise price of
HK$0.80 per share which was to become exercisable for the period from

24th April 2004 to 24th April 2012. The vesting period is two years.
(3) 4,791,285 share options granted on 24th April 2002 at an exercise price of

HK$0.80 per share which was to become exercisable for the period from
24th April 2005 to 24th April 2012. The vesting period is three years.

The closing price of the shares immediately before the date on which the options
were granted is HK$0.79.

(h) Options granted to Directors

No option has been granted to the directors of the Company during

the year under the Scheme (2001: Nil).

(iii)

(iv)

FNRARAREEE 3,871,940 MM E BT B
mER-

FAN— BRI EFRZTBIEHIT(E3,240,000 B [ 1T

MR — R 2 R {ER0.77 8T

FRARDBRF—HEES88,235 WM K LB ERT—
RZBMDWTER0.86/8 T

FHAR BE-RESRR 217391 BRECRZH B

R

FERR AATKTIEE3,791,285 BAE FBEMT:—

(1) RZFE-_FEA-FTHANRBESR08IELE

4,000,000k -TEHR-_TT=FNA=_+NH
BE-_ZT——FNA-+MA-{TENZEASRAE—F-

(2) RZZZ-_FNA-FTNBAUREESR0.0ETE
5,000,00088 - 1TEH AT ZMFENA =+
HEZZ-——FNA-THEB-TEAFEHA_F-

(3) RZZTZ_FNA-—TNAUREEESR0.8ETE
14,791,285 R E-TEHATTRFNA = +m
BE-T-——FNA-+HA-TEHFEEHAE=F-

BHBRER — R 2 KT ER0.798T

(h) RTEEZHERE

ARBARFALEREBEZERTEERLE

(BT m)-
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SHARE OPTIONS (conTinuED)

(I1) Share Options under an Ex-director’s Service Agreement (“Service

Agreement”)

The Company has granted to Mr. KING, Roger (“Mr. KING"), an ex-
director of the Company, share options in accordance with the terms
set out in a service agreement entered between the Company and Mr.
KING on 2nd August 1999 which was approved by the shareholders of
the Company at an extraordinary general meeting on 14th September
1999. The details of the share options outstanding as at 31st March

2002 which were granted to Mr. KING are set out as follows:
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BEPRAE )

() —AESzRBEBR (TRBHR]) 2BRE

ARAR—NNNFENAZREARR - RHES
&AL ([2%4E]) BET W RBWE ZHE
ER-AANFLATOHRERRBDRRERIAE
BE-REZBRBEHANGER RARRTEEE—
PR R —TT_FZA=1t - ARETEZE
PR BT -

Closing price Options Options
per share outstanding ~ Options Options Options  outstanding
immediately asat31st  granted exercised lapsed as at 31st
Subscription before the Vesting March 2001 during during during  March 2002
price  date of grant Exercisable period RZZE-%F  the year the year theyear RZEECE
Date of grant per share REBEREN-X period TR =B=t-8 REARRE RERCETE REAXR ZA=+-A%
R AH ERROREE ZBRHRHE RS KA AECRZERE  ZBRE ZBRE ZBRE EBOE2BERE
14th September HK$0.928 HK$0.52 14th September 1999 - 14,521,054 9,171,192 - - 23,692,246
1999 to 2nd 0.928%7T to HK$1.52  to 2nd February 2007
March 2002 05287 —MANFAATREEZ
S 1,527 “ERLF-ACA
MNETRAZE
- > kS
=AZH
Note: it at:

(M

(if)

Due to the large number of monthly grants of options under the service agreement,
certain information such as the date of grant and the closing prices of the shares
immediately before the date on which the options were granted are shown in a

summarised manner.

Subsequent to the year end, a further of 3,821,341 share options were granted to

the ex-director.

SA SA INTERNATIONAL HOLDINGS LIMITED Annual Report 2001/2002
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SHARE OPTIONS (conTinuED)

The financial impact of options granted is not recorded in the Group's accounts
until such time as the options are exercised. Upon the exercise of the options,
the resulting shares issued are recorded by the Company as additional share
capital at the nominal value of the shares, and the excess of the exercise
price per share over the nominal value of shares is recorded by the Company
in the share premium account. Options which are lapsed prior to their exercise

date are deleted from the outstanding options.

The directors do not consider it appropriate to state the value of the options
granted during the year as a number of variables which are crucial for the
calculation of the options value have not been determined. The directors
believe that any calculation of the value of the options based on a great
number of speculative assumptions would not be meaningful and would be

misleading.

The Stock Exchange announced certain amendments to Chapter 17 of the
Listing Rules in respect of share option schemes on 23rd August 2001 which
came into effect on 1st September 2001. In compliance with the amendments
to the Listing Rules, the directors consider that it is in the interests of the
Company to terminate the Scheme and to adopt a new share option scheme.
An ordinary resolution will be proposed at the Company’s forthcoming Annual
General Meeting for the approval of the said adoption of the new share option

scheme and termination of the Scheme.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s Articles
of Association and there are no restrictions against such rights under the

laws in the Cayman Islands.
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REPURCHASE, SALE OR REDEMPTION OF SHARES

During the year, the Company has repurchased at HK$15,618,863 for a total
of its 25,444,000 fully paid up shares on the Stock Exchange of Hong Kong

Limited, all of which had been duly cancelled, as follows:—
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ot

B

B HESE R R0
ARRFAREABERFIARAR ([BFM])ERE
RABEHERNE $£25,444,0000% £484515,618,863

BT R ERBGEE  FREAT—

Purchase price

per share

No. of shares Total BRBAE
repurchased consideration (Note) Highest Lowest
Month of Repurchase BEE R 5 A 7 BEROHE B () =31 BIK
HK$ HK$ HK$
(&) (&) (&)
April 2001 —TTE-FMA 3,340,000 2,601,894 0.78 0.76
September 2001 —TTE-FNA 9,554,000 5,497,428 0.60 0.54
October 2001 —ZET—F+A 4,260,000 2,973,409 0.71 0.67
December 2001 —EE-F+_R 1,678,000 901,123 0.56 0.53
January 2002 —EE-F—R 4,070,000 2,161,865 0.54 0.51
February 2002 —TE-F—-A 1,686,000 974,646 0.58 0.56
March 2002 —EE-F=HR 856,000 508,498 0.60 0.58

25,444,000 15,618,863
Subsequent to the year end and up to the date of this report, the Company FH#EBREAREZ BH A2 ARBRAMERARRFE

repurchased at HK$36,213,232 for a total of 47,138,000 fully paid up shares
on the Stock Exchange of Hong Kong Limited, all of which had been duly

cancelled, as follows:—

=
BRI IDE $£47,138,0000% £5 536,213,232/ 70 #%
AR BBBGES B0 -

Purchase price

per share

No. of shares Total BRBAE
repurchased consideration (Note) Highest Lowest
Month of Repurchase BB E AR5 A 17 BEROHE BeEm () BS B®IE
HK$ HK$ HK$
(B7T) (B7T) (B7)
April 2002 —EE-FMA 10,888,000 8,366,239 0.80 0.66
May 2002 —ET-FAA 11,550,000 8,904,789 0.79 0.72
June 2002 ZEEFRA 24,700,000 18,942,204 0.78 0.75

47,138,000 36,213,232

SA SA INTERNATIONAL HOLDINGS LIMITED Annual Report 2001/2002
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REPURCHASE, SALE OR REDEMPTION OF SHARES

(CONTINUED)

The directors consider the share purchases will lead to an enhancement of

the Group’s future earnings per share.

On 8th February 2002, the Stock Exchange of Hong Kong Limited has granted
to the Company a waiver pursuant to Rule 10.06(2)(g) of Listing Rules in
respect of the 25 percent monthly share repurchases restriction set out in
Rule 10.06(2)(a) of the Listing Rules. The waiver is effective for a period of
six months from 8th February 2002 to 8th August 2002.

Apart from the above, neither the Company nor any of its subsidiaries has
repurchased, sold or redeemed any of the Company’s listed securities during

the year.

Note:

The total consideration included the purchase price, brokerage, transaction levy, trading

fee, contract stamp, stock withdrawal fee and CCASS charge.

SUBSIDIARIES

Details of the Company’s principal subsidiaries as at 31st March 2002 are set

out in note 33 to the accounts.

BANK LOANS AND OVERDRAFTS

Details of the Group’s bank loans and overdrafts as at 31st March 2002 are
set out in the Consolidated Balance Sheet and notes 25 and 29 to the accounts

respectively.

CAPITALISED INTERESTS

No interest was capitalised by the Group during the year.
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DISTRIBUTABLE RESERVES

As at 31st March 2002, the reserves of the Company available for distribution
amounted to HK$1,047,636,000.

DONATIONS

The Group made donations during the year totalling HK$125,000.

DIRECTORS AND SERVICE CONTRACTS

The directors who held office during the year and up to the date of this

report were:-

Executive Directors

Mr. KWOK, Siu Ming, Simon

Mrs. KWOK, Law Kwai Chun, Eleanor

Mr. KING, Roger

—  service agreement completed on 10th May 2002

Independent Non-Executive Directors

Mr. COULL, Gary William John
— retired at the Annual General Meeting held on 30th August 2001

Mrs. LEE, Look Ngan Kwan, Christina

Professor CHAN, Yuk Shee

- term of directorship for three years commenced on 1st November 1999

Dr. LEUNG, Kwok Fai, Thomas

- term of directorship for three years commenced on 1st January 2000

Mr. CHENG, Ming Fun, Paul

- term of directorship for two years commenced on 1st February 2001

SA SA INTERNATIONAL HOLDINGS LIMITED Annual Report 2001/2002
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DIRECTORS AND SERVICE CONTRACTS (conTiNuED)

In accordance with Article 116 of the Company’s Articles of Association,
Professor CHAN, Yuk Shee and Mr. CHENG Ming Fun, Paul retire at the coming
Annual General Meeting. Professor CHAN, Yuk Shee being eligible, offers

himself for re-election.

Save as disclosed above, the director proposed for re-election at the
forthcoming Annual General Meeting does not have a service contract with
the Company which is not determinable within one year without payment of

compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance in relation to the Company’s business to which
the Company, its subsidiaries or its holding company was a party, and in
which a director of the Company had a material interest, whether directly or

indirectly, subsisted at the end of the year or at any time during the year.
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PARTICULARS OF SHARES HELD BY DIRECTORS, CHIEF
EXECUTIVES AND ASSOCIATES

As at 31st March 2002, the directors, chief executives and their associates
had the following interests in the share capital of the Company or any of its

associated corporations (within the meaning of the Securities (Disclosure of
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Interests) Ordinance (the “SDI Ordinance”)) which require notification  #EXIEPIFE 2816 LT AR EFTEITELR H 2 IZETH
pursuant to Section 28 of the SDI Ordinance or the Model Code for Securities  ([Z%578]) B NG 25 SR EFR B RS IEHE29
Transactions by Directors of Listed Companies (the “Model Code”) or as  {§ZAF AZIEHBIFTIE 2 Bl 2 s

recorded in the register maintained pursuant to Section 29 of the

SDI Ordinance:

Number of shares beneficially held
ERFAEZRHEE
Personal Corporate Family Other
interest interest interest interest
BARER EEER REER HitkEs

Mr. KWOK, Siu Ming, Simon (Note 1) BB (BFFET) 20,364,000 898,506,400 - -

Mrs. KWOK, Law Kwai Chun, Eleanor (Note 1) SPEEY L (H5E1) - 898,506,400 - -

Mr. KING, Roger (Note 2) TEmEE (H5E2) 7,833,328 - 8,405,172 -

Mrs. LEE, Look Ngan Kwan, Christina FIPEE B i+ 148,000 - - -

Note: Hitat:

1. These shares are held as to 696,780,000 shares by Sunrise Height Incorporated 1. ZERMHEF696,780,000KAESunrise Height
and as to 201,726,400 shares by Green Ravine Limited. Both Sunrise Height Incorporated$§74 +201,726,400% 1 Green Ravine Limited
Incorporated and Green Ravine Limited are owned as to 50% each by Mr. KWOK, FE BLAXERBEEE LT EFF A Sunrise Height
Siu Ming, Simon and Mrs. KWOK, Law Kwai Chun, Eleanor. Incorporated 50% # % 755 #57/8 Green Ravine Limited

50% 50
In addition, Mr. KWOK, Siu Ming, Simon and Mrs. KWOK, Law Kwai Chun, Eleanor N BOBEEERBREL XL HRIMEEEA D St
are each taken to be interested in all the issued non-voting deferred shares of Sa mERDR HIREFRAF EREFGHERATARMBER
Sa Cosmetic Company Limited, Sa Sa Investment Limited, Matford Trading Limited EERARZEMBERTERRIBELERG 2 AR
and Base Sun Investment Limited, all wholly-owned subsidiaries of the Company. RIHARARIZENB AR -BEEE LT THEERER
Mrs. KWOK, Law Kwai Chun, Eleanor is also taken to be interested in all the issued RESERARZHECBTERZREERMD 2 E-
non-voting deferred shares of Vance Trading Limited.

2. The Service Agreement of Mr. KING was completed on 10th May 2002. 2. RENBREBEER-_TZT-_FRATHETEK-

Save as disclosed above, no directors, chief executives and their associates have any  BREXFEZEEI SEE TBTRAERES I HEALHEE

beneficial or non-beneficial interests in the share capital of the Company and associated AN A S EABEEE 2 IR A R R B R R0 AR SR B AR

corporations required to be disclosed pursuant to the SDI Ordinance and the Model  EAFHEZTAHEMBERFIEE RS-

Code.
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DIRECTORS’ BENEFITS FROM RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Pursuant to a share option scheme approved by the shareholders of the
Company on 22nd May 1997, the Company’s directors may, at their discretion,
invite executive directors and full time employees of the Group to take up
options to subscribe for shares in the Company subject to the terms and

conditions stipulated therein.

Save as disclosed under the “Share Option” and “Connected Transaction”
sections, at no time during the year was the Company, its holding company
or its subsidiaries a party to any arrangements to enable the directors of the
Company (including their spouses or children under 18 years of age), to
acquire benefits by means of acquisition of shares in or debentures of the

Company or any other body corporate.

CONNECTED TRANSACTIONS

During the year, certain members of the Group entered into transactions
which were “connected transactions” as defined by the Listing Rules. Details

of such transactions are as follows:—

Sa Sa Cosmetic Company Limited and Lisbeth Enterprises Limited®

During the year ended 31st March 2002, Sa Sa Cosmetic Company Limited
("Sa Sa Cosmetic”), a wholly-owned subsidiary of the Company, sold goods
to Lisbeth Enterprises Limited (“Lisbeth”), a 58.33% owned subsidiary of
the Company, in its ordinary course of business and on normal commercial
terms. The total purchase price payable by Lisbeth to Sa Sa Cosmetic as at
31st March 2002 was approximately HK$2,062,000. After adjusting for
differences in closing stock between 31st March 2002 and 31st March 2001,
net sales from Sa Sa Cosmetic to Lisbeth was approximately HK$2,221,000
(2001: Sales of approximately HK$1,365,000 was made by Sa Sa Cosmetic
to Lisbeth. After adjusting for closing stock, the net sales amount was
approximately HK$686,000). As at 31st March 2002, the net amount due
from Lisbeth to Sa Sa Cosmetic was approximately HK$1,620,000 (2001:
HK$1,365,000).
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CONNECTED TRANSACTIONS (conTiNuED)

Sa Sa Cosmetic Co. (S) Pte. Ltd. and

Phillip Wain International (Singapore) Pte. Ltd.*

During the year ended 31st March 2002, Sa Sa Cosmetic Co. (S) Pte. Ltd.
("Sa Sa Singapore”), a wholly-owned subsidiary of the Company, sold goods
to Phillip Wain International (Singapore) Pte. Ltd. (“Phillip Wain Singapore”),
a 58.33% owned subsidiary of the Company, in its ordinary course of business
and on normal commercial terms. The total purchase price payable by Phillip
Wain Singapore to Sa Sa Singapore as at 31st March 2002 was approximately
HK$621,000. After adjusting for differences in closing stock between 31st
March 2002 and 31st March 2001, net sales from Sa Sa Singapore to Phillip
Wain Singapore was approximately HK$332,000 (2001: nil). As at 31st March
2002, the net amount due from Phillip Wain Singapore to Sa Sa Singapore
was approximately HK$379,000 (2001: nil).

Hong Kong Sa Sa (M) Sdn. Bhd. and Phillip Wain (M) Sdn. Bhd.#

During the year ended 31st March 2002, Hong Kong Sa Sa (M) Sdn. Bhd.
("Sa Sa Malaysia”), a wholly-owned subsidiary of the Company, sold goods
to Phillip Wain (M) Sdn. Bhd. (“Phillip Wain Malaysia”), a 58.33% owned
subsidiary of the Company, in its ordinary course of business and on normal
commercial terms. The total purchase price payable by Phillip Wain Malaysia
to Sa Sa Malaysia as at 31st March 2002 was approximately HK$87,000.
After adjusting for differences in closing stock between 31st March 2002
and 31st March 2001, net sales from Sa Sa Malaysia to Phillip Wain Malaysia
was approximately HK$24,000 (2001: nil). As at 31st March 2002, the net
amount due from Phillip Wain Malaysia to Sa Sa Malaysia was approximately

HK$11,000 (2001: nil).
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CONNECTED TRANSACTIONS (conTINUED)

Sa Sa Cosmetic Company Limited and Ebeca Cosmetic (Holding) Limited®

During the year ended 31st March 2002, Sa Sa Cosmetic sold goods to Ebeca
Cosmetic (Holding) Limited (“Ebeca”), a wholly-owned subsidiary of Shenzhen
Sa Sa Ebeca Enterprise Limited, which is a 55% owned subsidiary of the
Company, in its ordinary course of business and on normal commercial terms.
The total purchase price payable by Ebeca to Sa Sa Cosmetic as at 31st March
2002 was approximately HK$578,000 (2001: nil).

During the year ended 31st March 2002, Ebeca sold goods to Sa Sa Cosmetic
in its ordinary course of business and on normal commercial terms. The total
purchase price payable by Sa Sa Cosmetic to Ebeca as at 31st March 2002
was approximately HK$635,000 (2001: nil). As at 31st March 2002, the net
amount due from Sa Sa Cosmetic to Ebeca is approximately HK$105,000

(2001: nil).

# The above transactions were entered into as Lisbeth, its subsidiaries and Ebeca

were viewed as an extension of retail outlets of Sa Sa Cosmetic and its subsidiaries.

Lisbeth Enterprises Limited and Mr. PHILLIPS, Edwin John

Lisbeth Enterprises Limited and Mr. WAIN, Barry Richard

On 31st July 2000, the Company entered into a Sale and Purchase Agreement
whereby the Company conditionally agreed to acquire from Mr. WAIN, Barry
Richard (“Mr. WAIN") his entire 5,000 shares in Lisbeth, representing 50%
of its issued share capital at that time for a consideration of approximately

HK$79 million.

On the same day, the Company entered into a Subscription Agreement,
whereby the Company conditionally agreed to subscribe for 2,000 new shares
in Lisbeth, which together with the 5,000 shares acquired from Mr. WAIN
representing approximately 58.33% of its enlarged issued share capital, for

a consideration of approximately HK$31 million.
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CONNECTED TRANSACTIONS (conTiNuED)

Lisbeth Enterprises Limited and Mr. PHILLIPS, Edwin John

Lisbeth Enterprises Limited and Mr. WAIN, Barry Richard (continued)

When the Sale and Purchase Agreement and Subscription Agreement were
completed on 31st August 2000, the Company entered into two Option
Agreements with Mr. PHILLIPS, Edwin John (“Mr. PHILLIPS"), an ex-director
of Lisbeth. Under the first Option Agreement, the Company was given an
option to acquire 2,000 shares in Lisbeth, representing 16.67% of the
enlarged issued share capital of Lisbeth, from Mr. PHILLIPS within a period of
one year from 31st August 2000 for a consideration of approximately HK$31
million. Under the second Option Agreement, if the first Option Agreement
is completed, Mr. PHILLIPS has an option to require the Company to acquire
the remaining shares in Lisbeth held by Mr. PHILLIPS, representing 25% of its
entire issued share capital within 5 years from completion of the first Option

Agreement.

As part of the terms of the Sale and Purchase Agreement and Subscription
Agreement, each of Mr. PHILLIPS and Mr. WAIN signed two promissory notes
("the Promissory Notes”) on 31st August 2000 in the aggregate amount of
HK$12,024,573 and HK$12,014,472 respectively in favour of Lisbeth. Of the
total loan balances, HK$1,168,683 is interest-bearing at 8.5% per annum.
The remaining loan balances are interest free. All the loans are unsecured
and are repayable upon the earlier of (i) one year from 31st August 2000 or
(i) date of completion of the first Option Agreement. In the event that the
amount due under the Promissory Notes are not paid in full when due, Lisbeth
is entitled to charge interest on such unpaid amount (to the extent permitted
by applicable law) for the period from the date such amount was due until
such amount shall have been paid in full at such interest rate per annum as is
equal to 3% per annum over the prime lending rate quoted from time to
time by The Hongkong & Shanghai Banking Corporation Limited (“Default
Interest Charges”). Both Mr. PHILLIPS and Mr. WAIN defaulted in payment of
the Promissory Notes when they were due on 31st August 2001. As a result
of the default in payment by Mr. PHILLIPS and Mr. WAIN, Default Interest
Charges on the Promissory Notes were raised against Mr. PHILLIPS and Mr.
WAIN. As at 31st March 2002, an amount of HK$14,168,000 (2001:
HK$11,542,685) and HK$12,648,000 (2001: HK$11,119,059) were due from
Mr. PHILLIPS and Mr. WAIN respectively.
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CONNECTED TRANSACTIONS (conTiNuED)

Lisbeth Enterprises Limited and Mr. PHILLIPS, Edwin John

Lisbeth Enterprises Limited and Mr. WAIN, Barry Richard (continued)

During the year ended 31st March 2002, interest and Default Interest Charges
amounting to HK$1,603,000 were raised against Mr. PHILLIPS in respect of
amount due under the two promissory notes executed by Mr. PHILLIPS in
favour of Lisbeth, expenses paid by Lisbeth on behalf of Mr. PHILLIPS and
withdrawals made by Mr. PHILLIPS from Lisbeth.

During the year ended 31st March 2002, interest and Default Interest Charges
amounting to HK$1,530,000 were raised against Mr. WAIN in respect of
amount due under the two promissory notes executed by Mr. WAIN in favour

of Lisbeth.

Loans to Lisbeth Enterprises Limited and its subsidiaries

On 11th June 2002, Sa Sa Cosmetic, Sa Sa Singapore and Sa Sa Malaysia
(“the Lenders"), indirect wholly-owned subsidiaries of the Company in Hong
Kong, Singapore and Malaysia respectively, advanced loans in the principal
sum of HK$1,000,000, S$700,000 (equivalent to approximately
HK$3,017,000) and M$1,000,000 (equivalent to approximately
HK$2,060,000) to Lisbeth, Phillip Wain Singapore and Phillip Wain Malaysia
("the Borrowers”) respectively, indirect non-wholly owned subsidiaries of the
Company in Hong Kong, Singapore and Malaysia respectively. The loans bear
interest at annual rates equal to the prime lending rate quoted by The Hong
Kong & Shanghai Banking Corporation Limited at its principal office at Hong
Kong for the loan to Lisbeth, the prime lending rate quoted by The Hong
Kong & Shanghai Banking Corporation Limited at its principal office in
Singapore for the loan to Phillip Wain Singapore and the base lending rate
quoted by Malayan Banking Berhad Limited at its principal office in Kuala
Lumpur for the loan to Phillip Wain Malaysia and are repayable on demand.
No security was granted by the Borrowers to the Lenders in relation to the
loans but the Borrowers have executed promissory notes on 11th June 2002
in favour of the Lenders evidencing the loans. The purpose of the loans is to

support the business of the Borrowers.
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CONNECTED TRANSACTIONS (conTiNuED)

Service Agreement of an ex-director

On 2nd August 1999, the Company, entered into a service agreement
("Service Agreement”) with Mr. KING, Roger (“Mr. KING"”) to appoint Mr.
KING as the president and chief executive officer of the Company. At the
same time, Mr. KING, who was previously an independent non-executive
director of the Company, has been appointed as an executive director of the

Company.

Pursuant to the Service Agreement, a total of 9,000,000 new shares in the
Company would be issued to Mr. KING over a period of three years as his
remuneration and he would also be granted options to subscribe for shares
("Option Shares”) in the Company in accordance with the terms set out in
the Service Agreement. The issue of new shares and Option Shares to Mr.
KING constituted a connected transaction for the purposes of Chapter 14 of
the Listing Rules which transaction was approved by shareholders of the

Company at an extraordinary general meeting held on 14th September 1999.

As of 31st March 2002, a total of 16,238,500 shares were issued to Mr.

KING pursuant to the above Agreement.

The Service Agreement of Mr. KING was completed on 10th May 2002.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 31st March 2002, according to the register of interests kept by the
Company under Section 16(1) of the SDI Ordinance, the shareholders who
had or were deemed to have interest in 10% or more of the Company’s issued

share capital were:

Name

BRRE®
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Number of ordinary shares
beneficially held
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Sunrise Height Incorporated

Green Ravine Limited

Note:

Both Sunrise Height Incorporated and Green Ravine Limited are owned as to 50% each
by Mr. KWOK, Siu Ming, Simon and Mrs. KWOK, Law Kwai Chun, Eleanor.

Save as disclosed above, no person was recorded in the register as having an
interest amounting to 10% or more of the issued share capital of the Company

as at 31st March 2002.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company were entered into or

existed during the year.
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CODE OF BEST PRACTICE

In the opinion of the directors, the Company has complied with the Code of
Best Practice as set out in Appendix 14 of the Listing Rules of the Stock
Exchange throughout the year, except that two of the independent non-
executive directors are not appointed for a specific term as recommended
under paragraph 7 of Appendix 14 of the Listing Rules but are subject to
retirement by rotation at the Annual General Meeting in accordance with

the Articles of Association of the Company.

AUDIT COMMITTEE

In compliance with the Code of Best Practice as set out in Appendix 14 of
the Listing Rules, the Company has established an Audit Committee
comprising three independent non-executive directors and has adopted the

terms of reference governing the authority and duties of the Audit Committee.

On 4th December 2001, Dr. LEUNG Kwok Fai, Thomas was appointed as a
member of the Audit Committee to fill the vacancy left by Mr. COULL, Gary
William John who retired as a director of the Company at the Annual General
Meeting held on 30th August 2001. The present members of the Audit
Committee are Professor CHAN, Yuk Shee, Mr. CHENG, Ming Fun, Paul and
Dr. LEUNG, Kwok Fai, Thomas.

AUDITORS

PricewaterhouseCoopers, being eligible, offer themselves for re-appointment,

and a resolution to this effect will be proposed at the Annual General Meeting.

By order of the Board
Kwok Siu Ming, Simon

Chairman

Hong Kong, 19th July 2002
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