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REVIEW OF OPERATIONS

The successful exploration of the Greater China market by the
Group has further established new stores in the PRC during the
year ended 31 March 2003. There were totally 31 MOISELLE
stores and one imaroon store in the PRC as at 31 March 2003,
located in various cities in the PRC including Beijing, Shanghai,
Guangzhou, Hangzhou, Harbin, Shenyang,
Changchun, Dalian, Zhengzhou, Nanjing, Chongging, Wuxi,

Shenzhen,

Ningbo, Shaoxing, Guiyang, Wenzhou, Taizhou, Kunming,
Fuzhou and Foshan.

During the year under review, the Group commenced retail
business in Taiwan market and retained five MOISELLE stores at
the end of the year. One was located in Taichung and the others
were in Taipei.

In Hong Kong, the Group operated 22 MOISELLE, 12 imaroon
and one M.kids retail outlets as at 31 March 2003 (2002: 21
MOISELLE, 8 imaroon and one M.kids). During the year, the
Group increased the sourcing of accessories, including shoes,
shawls and handbags, from European countries to increase the
product variety and had continued to aim at providing products
with good quality and value for money to its customers.

The Group has opened one more flagship store of MOISELLE in
Kowloon Tong in December 2002. The plan to open independent
stores for the line moi during the year has been reconsidered
and the renewed schedule has not been concluded. The
management considers that due to the uncertainty in the
restoration of the economic momentum in the local market
recently, the Group should wait for a better timing to continue
the plan.

The performance of the imaroon line during the year has
improved and the development so far has achieved the
management’s expectation.
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FINANCIAL REVIEW

Overview

The Group’s turnover increased by approximately 14% to
approximately HK$218,203,000 (2002: HK$191,520,000) during
the year ended 31 March 2003 compared with 2002. The
increase was mainly attributable to the expansion of the Group’s
franchise network in the Greater China region, including the
PRC and Taiwan and excluding Hong Kong and Macau. The
revenue of the region increased by 138% to approximately
HK$39,578,000 (2002: HK$16,627,000) during the year under
review. Despite the unfavorable economic environment in the
local retail market, the revenue earned from Hong Kong segment
increased slightly by approximately 2%.

During the year, the Group’s gross profit margin was
approximately 73.4%, as compared to approximately 78.2% of
last year. The decrease of approximately 4.8 percentage points
was mainly attributed to the decrease in proportion of revenue
from retail operations within Hong Kong and the increase in
proportion of revenue from franchise operations in the Greater
China region outside Hong Kong.

The Group has made a general provision of inventories of
approximately HK$2.8 million (2002: 0.3 million) during the
year. The management considered that it was prudent to provide
for the increasing difficulties in the business environment of
retail market in Hong Kong, which rendered the increased risk
of the inventories being obsolete. The provision also caused the
decrease in gross profit for the year.

Operating expenses for the year totaled approximately
HK$124,799,000, compared to approximately HK$103,353,000
for last year, increased by approximately 21%. The significant
increase was mainly caused by the increase in number of retail
outlets in Hong Kong, and thereby the increase in selling and
distribution costs of approximately HK$14,420,000, 19% as
compared to last year, in which the rental expenses attributed
approximately HK$10,336,000.

The administrative and other operating expenses increased by
approximately HK$6,721,000, 26% to approximately
HK$32,380,000. The increase in resources applied in developing
the Greater China market accounted for the main reason. The
year under review was also the first full year in which the Group
operated as a listed group on SEHK. There were certain corporate
and legal expenses increased accordingly.
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Liquidity and financial resources
During the year, the Group financed its operations with both
the net proceeds from the new issue and internally generated
cash flows. The Group adopts a prudent financial policy such
that it can meet the financial obligations when they fall due and
maintain a sufficient operating fund for the development of the
Group’s business. At the end of the year, the Group’s aggregate
fixed deposits and cash balances amounted to approximately
HK$62 million (2002: HK$58 million). As at 31 March 2003,
the Group maintained aggregate composite banking facilities of
approximately HK$69 million (2002: HK$59 million) with various
banks, of which approximately HK$2 million (2002: HK$3
million) was utilised.

The Group continues to enjoy healthy financial position. As at
31 March 2003, the current ratio (current assets divided by
current liabilities) was 6.4 times (2002: 4.2 times) and the gearing
ratio (aggregate of bank borrowings and finance lease payables
divided by shareholders’ equity) was 20.4% (2002: 31.6%).

Charge on assets

As at 31 March 2003, investment properties and leasehold land
and buildings with a carrying value of approximately HK$47
million (2002: HK$47 million) were pledged to secure banking

facilities granted to the Group.

Contingent liabilities

As at 31 March 2003, the Company had contingent liabilities in
relation to guarantees given to banks against mortgage loans
and facilities extended to certain wholly owned subsidiaries
amounting to approximately HK$32 million (2002: HK$39
million).

Employees

The Group employed 655 employees in Hong Kong and the
PRC as at 31 March 2003. Salaries of employees are maintained
at competitive levels while bonuses are granted on a
discretionary basis. Other employee benefits include mandatory
provident fund, statutory insurance cover, training programmes

and a share option scheme.
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