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OPERATION REVIEW

Operating Results

Turnover for the year was HK$983.5 million (2001: HK$1,177.5
million), representing a decrease of 16%. Loss from operations
was HK$9.1 million (2001: profit of HK$66.2 million). The loss
from operations for the year included a provision for obsolete
inventories of HK$9.9 million (2001: HK$40.4 million), a provision
for other receivables of HK$2.1 million (2001: HK$1.8 million)
and a provision for loss on leasing of property of HK$4.3 million
(2001: Nil). Loss for the year was HK$36.3 million (2001:
HK$68.3 million), an improvement of HK$32.0 million as a result
of no further loss on disposal and revaluation of properties,
lower finance costs and fewer restructuring costs. Loss per share
was reduced from HK$0.20 to HK$0.12.

During the year under review, the retail market in Hong Kong
was depressed by recurring news of redundancy, wage cuts and
a rising unemployment rate. Consumer confidence was further
undermined by the World Trade Center incident in September
2001. Our turnover and operating results were also temporarily
affected as the Group took steps to reposition its business in
Mainland China.

In response to this less favourable operating environment and to
improve our operational efficiency in this competitive environment,
major operating costs including staff costs and rentals have been
critically reviewed during the year to a more competitive level.
The more competitive cost structure will be fully reflected in the
coming financial year.
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The Group has undertaken new initiatives in revamping its brand
image. A new corporate identity has been created together with
a contemporary new store image introduced at our Beijing and
Kuala Lumpur retail stores. Our flagship store in Central, Hong
Kong was opened in May 2002. The new store image is planned
to be introduced across TSL's regional stores in strategic
locations.

Continuous efforts have also been made in offering a wider
range of contemporary and quality designs to our customers.
During the year, we won 12 awards in various jewellery design
competitions. We were the only Hong Kong designer to win the
internationally-acclaimed award of “Gold Virtuosi 2" at the
“International Jewellery Design Award” at Italy Vicenza Trade
Fair in 2002. We will continue to closely monitor our inventory
level and further strengthen our balance sheet.

Employees

At the end of the financial year, the Group had 920 employees.
Employees are rewarded on a performance basis with reference
to the market rate. Other employee benefits include medical
cover and subsidies for job-related continuing education. The
Group also has an employee share option scheme. No option
was granted pursuant to the scheme during the year.

Staff are provided with formal on-the-job training by external
professional trainers and by sharing of experience with seniors at
in-house seminars and discussion groups to enhance

communications.
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FINANCIAL REVIEW

As at 28 February 2002, non-current assets was HK$74.9 million
comprising mainly furniture and fixtures and properties used for
office and showrooms. They are all financed by equity.

Interest in associates decreased by HK$4.2 million after the
Group disposed of an associate during the year to streamline the
operational structure.

During the year, the Group continued to divest non-core
properties with a carrying value of HK$36.0 million and have
applied the proceeds of HK$39.8 million to reduce the Group’s
bank borrowings.

As at 28 February 2002, total interest-bearing bank borrowings
amounted to HK$281.7 million (2001: HK$352.7 million), a
reduction of HK$71.0 million. All of the Group’s borrowings are
denominated in local currency. The bank borrowings are secured
and the details are disclosed in note 29 on the financial
statements. Interest is determined on the basis of inter-bank
market rates. Pursuant to the Restructuring Agreement dated 3
August 2000 (“the Restructuring Agreement”) as disclosed in
details in note 1(b)(i) and note 21 on the financial statements,
the Group is required to make minimum fixed repayments of
HK$24 million on an annual basis. As part of the Restructuring
Agreement, the majority participating lenders may give 14 days’
notice to terminate the Restructuring Agreement. Provided that
the Group’s bankers continue to support the Group, the directors
believe that the Group will be able to meet in full its financial
obligations as they fall due in the foreseeable future.
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Net asset value decreased from HK$113.3 million to HK$62.9
million mainly attributed from the loss for the year. As a result,
gearing (ratio of interest bearing bank borrowings less cash and
bank balances to net asset value) increased from 2.7 times to 3.7
times.

Pursuant to the subscription agreement of the preference shares
dated 31 December 1997, if the preference shares had not been
converted into ordinary shares, the preference shares would be
redeemed by the Company on 28 February 2002 (“the Maturity
Date”). Negotiation with The China Retail Fund, LDC (“CRF"),
the holder of preference shares, to redeem the preference shares
without cash payment has been under way. The Company
entered into four deeds dated 28 February 2002, 22 March
2002, 19 April 2002 and 31 May 2002 with CRF to postpone the
Maturity Date to 24 March 2002, 21 April 2002, 2 June 2002
and 22 June 2002 respectively in order to provide more time for
finalising the definitive agreements. On 17 June 2002, the
Company reached conditional agreements with CRF to redeem
and cancel the Company’s preference shares for a consideration
of 24% interest in the Company’s subsidiaries which carry out its
business in Mainland China. Upon satisfaction of the conditions
precedent, CRF will become a strategic investor in our business
in Mainland China. The directors believe that the closer
relationship with CRF shall benefit its business development in
long term.
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CORPORATE GOVERNANCE LBEER

The Company has complied throughout the year with the Code RARBEUIRITERTRENEERES
of best practice as set out in Appendix 14 to the Rules ChREZEZAWEETERE @ ERBERD
Governing the Listing of Securities issued by The Stock Exchange Al BERER - B s RABNREEF
of Hong Kong Limited except that Messrs Hong Po Kui, Martin NBFEABEXIMERARES L
and Chui Chi Yun, Robert, independent non-executive directors TR RIS 4R EEA TR Z A -

of the Company, are not appointed for a specific term as they
are subject to retirement in accordance with the Company’s Bye-
laws.
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