





The first flagship store in Guangzhou, China (located on XiaJiu Road) opened in April 2005.
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Turnover for the year was HK$1,276 million (2004: REENEHXERBEH,276,000,0007T
HK$956 million), a 33.5% increase on that achieved last (20044 : 7%#5956,000,000 70 ) ' EX EFIE R
year. The profit for the year was HK$38 million (2004: 33.5% ° NEERFIAH B 38,000,000
HK$7.5 million), an improvement of HK$30.5 million on (20044 : 78 7,500,0007T) " ERRER N T
that achieved last year. Earnings per share was HK50.6 730,500,000 T B R EFHAEFFR19.1
cents as compared to HK19.1 cents (after adjusting for Bl (2 RR2004/05F EETHNEARSHERA
capital reorganisation in 2004/05) in last financial year. B)IBESFESRKR50.6 81l -
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Business Segment

The Group is engaged in jewellery manufacturing,
wholesaling and retailing in Hong Kong, Mainland China
and Malaysia. It also manufactures and exports jewellery
products to the United States of America and Europe.

During this year the retail market in Hong Kong and
Mainland China showed great improvement over that of the
last financial year. This, when combined with new store
openings in Hong Kong and Mainland China, allowed the
Group to record a much improved turnover and profit for
the year.

Both our retail and showroom operations in Hong Kong
improved as a result of the continuing relaxation of
restrictions on Individual Visitor Scheme from Mainland China
and the overall rebound of the economy of Hong Kong. With
the opening of Disneyland in September 2005, we are
cautiously optimistic about the outlook of the tourist industry
in Hong Kong and the local economy for the current year
and beyond.
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Turnover and profitability of the business in the Mainland
China grew satisfactorily. The increasing affluent population
of the Mainland China creates a large demand for quality
jewellery products. Number of outlets in the Mainland China
has increased from 86 of last year to 103 by the end of
February, 2005 to tap the growth potential of the market.
The Group has also introduced the new brand %% [Saxx
to the Mainland China market to better serve the different
segments of the market. The increasing number of outlets
helps to increase turnover and profitability and to capture

the gains from the economies of scale.

The Malaysian operation remains stable in the year under
review.

The Group resumed its export business a few years ago and
has attained encouraging growth both in turnover and
profitability during the year. We believe export business will
continue to grow steadily over the years and become one of
the major sources of growth of the Group.
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TSL always strives for quality service. In 2005, TSL's sales team was awarded the

"Services and Courtesy Award Programme" as well as the "Mystery Shoppers Program

- Services Industry Leader" by the Hong Kong Retail Management Association. The

award winning story made headlines in the magazines in Hong Kong, including (top)

Recruit, East Week and Next magazines.
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Employees

At the end of the financial year, the Group had approximately
1,860 employees. Employees are rewarded on a performance
basis with reference to market rates. Other employee
benefits include medical cover and subsidies for job-related
continuing education. The Group also has an employee share
option scheme. No options were granted pursuant to the
scheme during the year.

Retail front line staff are provided with formal on-the-job
training by external professional trainers. Experience sharing
with seniors at in-house seminars and discussion groups

enhance intra-departmental communications.

Plans for Investments

The improved retail environment in Hong Kong and the
growth opportunities in Mainland China has meant that our
competitors are expanding more rapidly and new
competition is entering the industry. To embrace the business
opportunities and to stand against the current and new
competition, the Group has budgeted but not committed
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Mr. Ben Sin who is one of our experienced frontline
salesman, was awarded the "On the Job
Performance Award" by HKRMA in 2004.
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capital expenditure (committed amount subject to
funding availability) for the financial year 2005/06
amounts to approximately HK$70 million, where a major
portion goes to renovation or relocation of outlets,
expansion of outlets in Hong Kong and Mainland China,
building new production plants, and investment in new
information technology infrastructure. It is planned that
such capital expenditure will be financed by internal
resources and new bank financing.

Liquidity, Capital Structure and Gearing

All the Group’s borrowings are denominated in local
Hong Kong dollars. Interest is determined on the basis
of inter-bank market rates.

As at 28 February 2005, the Group had total borrowings
from banks and financial creditors of HK$94.5 million.
Of this, HK$72.4 million was due to Partner Logistics
Limited, a company controlled by Mr. Tse Tat Fung,
Tommy, the substantial shareholder and a director of
the Group and HK$20.7 million was due to three banks,
which together are secured by all the assets and
undertakings of the Group (collectively “ the Lenders").
A new loan agreement was entered into with the
Lenders on 27 September 2004 pursuant to which the
repayment of this debt was rescheduled out over two
to three years. There was also a balance of HK$1.4 million
of obligations under finance leases.

The capital reorganisation, the open offer and the profit
for the year increased the shareholders fund from
HK$40.5 million to HK$242.5 million. The gearing (ratio
of interest bearing borrowings less cash and bank
balances to net asset value) was reduced from 5.1 times
to 0.05 times.

The Group had cash balance of HK$81.8 million which is
sufficient for the present working capital requirements.

Charges on Group Assets

(a) At 28 February 2005, debentures were executed by
the Group in favour of its bankers and financial
creditors charging, by way of fixed and floating
charges, all of the undertakings, properties and
assets of the Company and 17 of its subsidiaries as
security for, inter alia, all obligations and liabilities,
actual or contingent, from time to time owing by
the Group to the bankers and financial creditors.
Rental revenue of the Group is also charged in
favour of the Group's bankers.
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(b) At 28 February 2005, the Group pledged the capital
contribution to a subsidiary of the Group amounting to
US$235,000 and all the benefits accruing to the pledged
equity interest of 11.625% of the subsidiary to the
Group's bankers and financial creditors as security for,
inter alia, all obligations and liabilities, actual or
contingent, from time to time owing by the Group to
the bankers and financial creditors.

(c) At 28 February 2005, the Group pledged all rights, titles
and interests in 56.46% of the entire share capital of
Infinite Assets Corp. and Tse Sui Luen Investment (China)
Limited and all benefits accruing to the pledged equity
interest to the Group’s bankers and financial creditors
as security for, inter alia, all obligations and liabilities,
actual or contingent, from time to time owing by the
Group to the bankers and financial creditors.

Exchange Rates

During the year, the transactions of the Group were mainly
denominated in local currencies, Renminbi and US dollars.
The impact of the fluctuation of foreign exchange rates of
these currencies is insignificant to the Group.

Contingent Liabilities

(a) At 28 February 2005, the Company has issued guarantees
to banks and financial creditors in respect of general
banking and other credit facilities extended to certain
subsidiaries of the Company amounting to
HK$95,346,000 (2004: HK$248,427,000).

(b) As at 28 February 2005, tax treatments adopted by the
Group relating to certain offshore income and agents
commission payments and promoter fees arising in prior
years are being challenged by the IRD. In the event that
the Group is not successful in defending these
challenges, the Group may be subject to significant
additional tax liabilities and possibly penalties.

Save as mentioned above, as at 28 February 2005 the Group
did not have any other material contingent liabilities.
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