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For the year ended 31st March 2003, the Group's
consolidated turnover amounted to HK$1,641.4 million,
representing an increase of 6.8% from HK$1,537.4 million
in the previous fiscal year. This growth is attributable to the
continued strengthening of Sa Sa's retail business in Hong
Kong.

The Group's net profit showed a significant improvement
and reached HK$65.5 million for the 2002/03 fiscal year.
The reasons for this satisfactory performance are threefold.
Firstly, Sa Sa's retail and wholesale business in Hong Kong
recorded an 11.5% growth that was driven by increased
sales to both local customers and Mainland tourists.
Secondly, following the strategic adjustment of inventory
in the previous financial year, the profit margin of Sa Sa's
retall and wholesale business recovered from 37.3% to
39.1%. Thirdly, the implementation of stringent cost control
measures last fiscal year resulted in a 5.2% reduction in
Sa Sa's retail and wholesale operational expenses.

Highlights of the Group's achievements for the year ended
31st March 20083 are:
e Group turnover increased by 6.8% to HK$1,641.4
million
e Sa Sa's retail and wholesale business in Hong Kong
and Macau recorded turnover of HK$1,290.8 million,
representing an 11.5% increase from HK$1,157.3
million
e The Group's gross profit increased by 10.2% to
HK$729.3 million
o Group operating profit increased from HK$39.5 million
to HK$108.6 million
e The Group's results substantially improved with net
profit standing at HK$65.5 million
e Operational expenses for Sa Sa's retail and wholesale
business were reduced by 5.2%
e The Group's net cash and bank balances, plus
investment securities, increased to HK$721.5 million
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We are pleased to report that the core business of the
Group-namely, cosmetic retailing remains strong and
profitable, forming a stable foundation for Sa Sa's growth
in the future.

Sa Sa's Retail and Wholesale Business

Sa Sa's retail and wholesale tumover reached HK$1,443.4
million this fiscal year, a 7.4% increase as compared to
HK$1,344.2 million last year. The retail and wholesale
business performed satisfactorily with the second half of
the year seeing an increase of 18.2% and 9.0% over the
first half of the year and the corresponding period of last
fiscal year, respectively. Sales momentum picked up during
the second half of the fiscal year due to seasonal factors
as well as to increased tourist numbers.

Hong Kong and Macau

Sa Sa's core retail base in Hong Kong and Macau achieved
an encouraging performance amidst a poor economic
landscape. Turnover reached HK$1,290.8 million and the
growth rate recorded was 11.5%. The growth rate for the
second half of this fiscal year was 13.2% as compared to
the corresponding period of last year. This growth can be
attributed to stable spending by local customers and an
increase in the number of PRC tourists. The growth in sales
reflects increases in the number of transactions as well as
spending per transaction, and was achieved mainly by
comparable store turnover growth.

Despite the sluggish retail environment, strong demand from
local customers also contributed to Sa Sa's stable growth
trajectory, demonstrating the success of our business model.
This model combines competitively priced products with
a comprehensive product range and an effective product
mix strategy. These results are a further indication that our
wide product spectrum of cosmetics and skincare products
have become daily necessities for our customers. Such
consumer products are less sensitive to economic
fluctuations.
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As at 31st March 20083, the total number of Sa Sa
Cosmetics stores stood at 34, along with one La Colline
store, one Selective store and one Elizabeth Arden
counter at a department store.

Taivan

The Group's consolidation strategies for the Taiwan market
produced positive results and generated a small profit. We
now operate on a smaller scale in this market, and in a
suitably prudent manner. Turover decreased during the
year, as five under-performing stores were closed in the
fiscal year 2001/02. However, most importantly, comparable
store tumover growth achieved was 6.7%.

Sa Sa remains confident of the long-term growth potential
of our business in Taiwan and will closely monitor market

developments.

Singapore and Malaysia

Turnover increased by 2.7% for the Singapore and Malaysia
markets and a small pre-tax profit was recorded for these
operations.

We conducted in-depth analysis of these two Southeast
Asian markets, making adjustments to our business
strategies that take into account store size, store locations
and product mix. We are also taking steps to improve our
operational efficiency, which will in turn improve our overall
competitiveness. These actions will enable us to increase
Sa Sa's market share and enhance profitability.
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E-commerce - Sasa.com

Turnover for Sasa.com amounted to HK$12.5 million,
representing an increase of 25.6% over the corresponding
period of last fiscal year. A series of measures were
implemented, including: extending the product range,
improving the product mix, strengthening marketing and
promotional activities; broadening our customer base;
widening our income source; improving our customer
services and reducing our operating costs. In the future,
we aim to invest more resources in order to enhance our
penetration in overseas markets and to further broaden our
customer base.

Ebeca

Since Ebeca failed to perform as expected, Sa Sa was able
to recover a substantial amount of investment capital under
the Initial acquisition agreement. Overall, the cost of investment
and goodwill was reduced by HK$7.1 million. On 28th
March 20083, Sa Sa disposed of its entire stakeholding in
Ebeca for a consideration of HK$3.0 million, thereby
generating a loss of HK$11.8 million on disposal.

"What are Sa Sa's main strengths?"

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
relationship with our vendors is excellent, our sales professionals give quality
service, and we have a long-established network of more than 50 retall
outlets in prime Asian locations, along with an attractive online presence.

In addition, we have extensive industry experience and a clear business focus
on beauty, supported by well thought-out corporate strategies, a robust
balance sheet and a strong management team.

EFPHE - Sasa.com
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Sa Sa's sales of private-label products and exclusively REBEE-_ZTT=F=-A=+—HIt
distributed products increased by 8.5% to HK$391.5 million, FE - BIHNEEREEREBRNR
contributing 27.1% to Sa Sa's total retail and wholesale BEEmHERERADZ/\BH -

tumover for the year ended 31st March 2003. We continued E-EAT—BA+E  GFFRT
to establish our reputation for strong brand management ERMBEHEERD 2 TR — -
capabilities and we aim to increasingly leverage on our S ETE N KRR R B IRRE N
reputation to build up this business in the future. BRES B RELER E—DP%
RAEREEL -
Sa Sa was appointed the sole agent for Elizabeth Arden
products in Hong Kong and Macau on 1st October 2002, BHR_TT_F+A—HEZER
This proved to be rewarding for both Elizabeth Arden and FFI R HETE 2 oh B9 78 R [ 81X
Sa Sa with sales of Elizabeth Arden products achieved 27 o WTERERBEFFSEHE
Substantial growth as compared to the cormresponding period MBS BEFHRE R - FR A
October-March the previous year. Such a result reflects our EEMNEEEREFRATAZ=
strength in brand building and marketing. Through a series ARIBIGR o RIEKA LR DE
of marketing and promotion campaigns, we successfully MR MTISHESERE HHEE -
heightened brand awareness for Elizabeth Arden throughout FR—ERNTISHEREE - SP2
Hong Kong and Macau. We also fostered a good working FREH AR AR R 0 TR A1 5
relationship with Elizabeth Arden in the course of our EAKRES - BARINEEER -
partnership. ML EEBARFRSARER IR
HEVERR o

Turnover Breakdown of Sa Sa's Retail and Wholesale
DHEERMBELBRERERN DM

Total &3 : HK$1,443.4M BB ET

Private-label and exclusively distributed products
EERERBRIHER
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Beauty Services
Phillip Wain

Phillip Wain's turover for the year ended 31st March 2003
was HK$144.4 million, representing a decrease of 5.0%.
This drop is attributable to the economic downtum throughout
the region and the increasing competition in the field of
beauty services. Due to the opening of two new clubs in
Singapore and Malaysia during the second half of last fiscal
year, the Group's operating costs also increased. As a
result, our overall performance was adversely affected.

Pursuant to an agreement, the Group completed the
acquisition of the remaining 41.67% shareholding in Phillip
Wain on 10th March 2003 at a consideration of HK$3.7
million and is now a 100% stakeholder in the business.
Under the agreement, all litigation between Sa Sa and Phillip
Wain's former shareholders has been settled.

The Group implemented a number of measures to improve
Phillip Wain's performance during the year. A new marketing
campaign was launched in March 2003 and a new image
woman was appointed to enhance market awareness. We
also worked to continuously improve and upgrade our club
facilites and services in order to boost sales.

Over the coming year, the Group will enhance the market
positioning of Phillip Wain and make any adjustments that
we consider necessary to improve the competitiveness of
Phillip Wain in the beauty and health services arena.
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Sa Sa Beauty+

The Sa Sa Beauty+ beauty and slimming centre was opened
in July 2002, providing comprehensive services to Sa Sa's
loyal and VIP members as well as enhancing and reinforcing
Sa Sa's brand image and customers' loyalty towards our
products. Avant-garde treatments were introduced during
the year and there was encouraging growth in the number
of new customers and sales contracts. Net operating cash
flow was positive and the total value of sales contracts
procured during the period under review exceeded the
Group's initial investment within three months of opening.

The Sa Sa Beauty+ initiative represents an extension of our
existing services and complements our retail business. We
remain positive about the potential of the market for beauty
services as a business in its own right.

Sa Sa Beauty+
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Employees

As at 31st March 2003, the Group had a total of 1,587
employees. Staff costs for the year were HK$292.9 million.
To ensure that Sa Sa 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, are offered to key employees. Staff development
initiatives were implemented during the year through in-
house training programmes and the provision of financial
subsidies for external training courses.

QOutlook

Sa Sa's vision for the future is well-defined and resolute:
we are positioning ourselves to become the dominant
cosmetic retailing and beauty services group in Asia.

Looking forward, our core retail business remains at the
heart of our operations. By working continuously to strengthen
our market understanding and review our product mix, Sa
Sa seeks to ensure that we meset the demands of our loyal
customers. Both local and tourist customers are equally
important to our sales, and we aim to strike an optimum
balance between the different needs of all categories of our
consumers. Our retall operations will continue to provide
stable and growing profits for our business.

By securing more exclusive distribution rights from major
intemational brands, we hope to develop and augment our
product range. Exclusive products allow the Group to
increase our profit margins through more pricing control and
less competition, and our intention is that this segment will
continue to expand and contribute to our sales and tumover.
We have already established a strong reputation for our
brand management capabilities, and we expect that this
will allow us to secure other renowned global brands in the

future.
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Synergies will continue to be enhanced between our retail
operations and our beauty services. Sa Sa looks forward
to exploring other opportunities to cross-leverage and add
value between the sale of beauty products and the provision
of beauty services.
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Q&A "How does Sa Sa manage to sell quality

products at such competitive prices?"

Sa Sa applies its global sourcing and purchasing capabilities to obtaining
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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We have also defined plans for geographical expansion and
measures to enhance sales and maximize profitability in all
our markets. We will leverage on our solid retail foundation
in Hong Kong, expand our revenue base and enhance our
overseas presence. We remain committed to developing
the PRC market. The potential for expansion in China remains
considerable. The prospect of a strong and growing
consumer market is truly attractive, but our approach to this
market must be flexible, patient and dependent on local
conditions. At present, we are making preparatory
arrangements including business planning, forming a
management team, obtaining requisite approvals for our
exclusive products and taking careful tax planning measures.
All these inttiatives will facilitate our entry into the market and
further our aim of opening freestanding Sa Sa retail stores
in China in the future. Depending on market conditions, we
aim to target the major cities first, and then expand our
market presence throughout the nation.

The outbreak of SARS in the region has created uncertainty
in the market, in particular in the Greater China region. As
the sluggish economic environment persists, the year ahead
will continue to present challenges. However, we believe
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that we are well placed to respond to such challenges.
For example, we reacted positively to the SARS situation
by offering a wide variety of SARS-related hygiene products,
and we took decisive steps to minimize the effect of SARS
on our operations. In the same spirit, given our established
business foundation, solid financials and sound fundamentals,
we are confident that we will be able to realize our strategies
and to meet our objective to become the dominant cosmetic
retailing and beauty services group in Asia.
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"How can Sa Sa achieve such a high standard
of customer service?"

¢ By Creating a Strong Training Team
Our training team is specialized in different training programs. These include
product knowledge (with different trainers specialized in skin care, fragrance,
make-up products and beauty treatments); skin analysis; make-up training;
mandarin speaking; selling skills; supervisory skills; customer service skills
and general management skills.

¢ Intensive Training
A new beauty consultant receives more than 160 training hours before she
becomes a qualified beauty consultant(BC). We also provide continuous
training to existing BCs to update their skills and knowledge in all the above
categories. Good training is vital for cosmetic retailing because it improves
sales and service, enhances the corporate image, professionalism of staff,
and the sense of belonging of our employees.

Knowledge of the market and customer

The cosmetic retailing industry changes very rapidly, catching up with new
trends and the evolving needs of customers. Therefore, our staff need to
be updated frequently. In addition, our sales staff act as personal consultants
to customers for their beauty needs. They require an in-depth knowledge
of both products and customer requirements in order to provide tailor-made
beauty advice.

Building loyalty

We aim at providing a service to customers, not only at selling products.
Our mission is to convert more and more buyers of our products and
senvices into loyal customers. We therefore monitor our services very closely
and strengthen our service-oriented culture through various intemal programs
and through participation in external monitoring schemes such as mystery
shoppers programs.

Gaining recognition

Sa Sa stores as well as La Colline specialty store have been awarded the
"Quality Tourism Services" certificate by Hong Kong Tourism Board. This
scheme honours tourism service providers judged to have achieved excellent
quality in the areas of environment, products, processes, people and
systems.
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