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Financial performance

The Group was successful in achieving double-digit growth in both turnover
and profits during the year under review. The pragmatic growth strategy
in network expansion plus the improved economic environment in all of
the Group’s four core markets accounted for the Group's outstanding
business performance in the year under review.

With clear corporate objectives and well-executed business strategies,
the Group achieved another year of record high results. The consolidated
turnover surged 13% from HK$1.78 billion to HK$2.02 billion. With a
two-percentage-point growth in gross margin to 49%, gross profit
grew 18% to HK$998 million (2004: HK$844 million). Focused on
effective cost management, the Group’s operating profit rose to
HK$226 million (2004: HK$146 million), a 54% increase over that of
2003/2004. Operating margin also improved from the prior year's
8% to 11% this year.

Net profit increased a substantial 54% to HK$182 million (2004: HK$118 million).
This indicated our ability to achieve sustainable growth even when gross margin
was slightly affected by the unseasonably warm weather in the second half of the
year. The 9% net margin was two percentage points over that of the prior year.
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Operating cost analysis & &K &5 47
2005 2004
—BETHF —EENF

HK$ million % of total turnover HK$ million % of total turnover Change
BEAET THBEXE% BEEET IHHEEREY ()
Turnover EE 2 2,016.9 100.0% 1,783.4 100.0% +13%
Selling and distribution costs ~ $48& & $HA A 575.1 28.5% 508.9 28.5% +13%
Administrative expenses THFX 177.5 8.8% 158.1 8.9% +12%
Other operating expenses Hith @M% 37.4 1.9% 42.7 2.4% -12%
Total operating expenses BEERX 790.0 39.2% 709.7 39.8% +11%

The Group's operational efficiencies improved prominently during the year under review. The overall same store sales grew
11% with the overall net retail sales per sq. ft. improved by 18% to HK$3,300 (2004: HK$2,800). We also managed to
reduce the total operating expenses to 39% of our revenue (2004: 40%).

Business review

Since opening its first store in 1987, Bossini has successfully expanded its business to about 20 countries around the globe,
from Asia to the Middle East, Central America, and Europe. The Group has been and remains a leading apparel brand
owner, retailer, and franchiser in the region. Currently, the Group’s apparel brands include its premier “bossini” label, a
widely recognised casual wear brand and “sparkle”, a younger brand catering only for the Mainland China market
at present.

Distribution network expansion

The Group added 149 new outlets in its distribution network, thus increasing the number of outlets from 678 to 827 mainly
in Mainland China and its export franchise markets. The Group’s directly managed outlets are found exclusively in the four
core markets of Hong Kong, Mainland China, Taiwan, and Singapore. In Mainland China, the Group’s directly managed
outlets cover 8 first tier cities and its franchise business now sells “bossini” and “sparkle” brands in more than 100 second
and third tier cities. Other than directly managed outlets, the Group’s distribution network also comprises overseas franchised
outlets in 16 countries around the world.
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As at 31 March 2005, the Group operated 409 directly managed retail outlets (2004: 314),
95 more than the previous year. The total retail floor area thus grew 12% to 542,700
sq. ft. (2004: 482,600 sq. ft.). After the restructuring of the franchise network in Mainland
China, the number of franchised outlets there totalled 203 (2004: 195),
8 more than in 2003/2004. For overseas franchise business, the number of outlets

now stands at 215 (2004: 169), with the addition of 46 new outlets mainly in the
Middle East and Thailand during the year.

Brand development

Adhering to its brand tagline “Color Our World"”, Bossini‘s goal is to raise our brand
value by consistently offering a variety of easy to mix-and-match casual wear for its
customers. Innovative marketing initiatives were launched in Hong Kong during the

year under review and brand awareness campaigns were conducted in Mainland China.

During the year, Hong Kong piloted several innovative retailing concepts including
infotainment TV commercials, the introduction of fashion ambassadors at the
Group’s new flagship store in Hong Kong, and a world-class traffic count system
plus some other first-in-town marketing activities.

To further increase brand awareness among consumers in Mainland China, a
regional media campaign was launched using TV, magazines, metro and
buses to promote “bossini” and “sparkle”. Other campaigns included
joint promotion and cross-selling with other reputable brands.

’
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Regional performance analyses #itEXRE 2 2 #

Hong Kong Mainland China Taiwan Singapore Total
BB R K BE =) ] g =
2005 2004 Change 2005 2004 Change 2005 2004 Change 2005 2004 Change 2005 2004 Change
Year ended 31 March HE=ZA=+—HLEFE Z—ZERE —_TTINF B% —TTHF _TITNF —ETRE —TTMF 2% —ZERF _TTNEF BY —TTHF —_TTNF
Retail Z2E
Net retail sales (in HK$ million)  Z&FHE8E (BB EET) 803 678 +18% 331 309 +7% 348 315 +10% 191 174 +10% 1,673 1,476 +13%
Operating profit (in HK$ million) 453 F| (&% 5 BIT) 97 68 +43% 9 22 N/A 18 17 +6% 23 17 +35% 147 80 +84%
Operating margin (%) EERE % (%) 12% 10%  +2% pts 3% 7%  +10% pts 5% 5%  +0%pts 12% 10%  +2% pts 9% 5%  +4%pts
Retail floor area (sq. ft.) (a) TEZEEE(FHR) () 112,000 98,600 +14% 276,400 235,600 +17% 124,100 119,500 +4% 30,200 28,900 +4% 542,700 482,600 +12%
Net sales per sq. ft. (in HK$) (b) & F 77 RFHER () (b) 7,700 6,800 +13% 1,300 1,200 +8% 2,800 2,600 +8% 6,600 5,400 +22% 3,300 2,800 +18%
Same store sales growth* 5 SHE RE I R+ +11% +23% - 12% pts +11% -19%  +30% pts +6% +15% - 9% pts +12% +6%  +6%pts +11% +10%  +1% pts
No. of outlets JEEHE 32 27 +5 274 189 +85 75 71 +4 28 27 +1 409 314 +95
Franchise Eeir i
Sales SHER 218 148 +47% 97 129 - 25% N/A N/A N/A N/A N/A N/A 315 277 +14%
Operating profit (in HK$ million) &iE%EF (¥ EH7T) 65 41 +59% 23 33 - 30% N/A N/A N/A N/A N/A N/A 88 74 +19%
Operating margin (%) L% (%) 30% 28%  +2%pts 24% 26% - 2% pts N/A N/A N/A N/A N/A N/A 28% 27%  +1% pts
No. of outlets JEEEE 215 169 +46 203 195 +8 N/A N/A N/A N/A N/A N/A 418 364 +54
Consolidated

Regional total BEigi8st )
Sales HER 1,035 835 +24% 443 459 - 3% 348 315 +10% 191 174 +10% 2,017 1,783 +13%
Operating profit (in HK$ million) &i@#@F (B¥EET) 152 9 +58% 33 16 +106% 18 17 +6% 23 17 +35% 226 146 +54%
Operating margin (%) EERFIE (%) 15% "M%  +4% pts 7% 3%  +4%pts 5% 5%  +0% pts 12% 10%  +2%pts 1% 8% +3% pts
No. of outlets JEHEE 327 271 +5 477 384 +93 75 71 +4 28 27 +1 827 678 +149
Notes Fi&E
(a) Asat 31 March

R=A=+—8
(b) On weighted average basis

RN

*  Same store sales growth is the comparison of sales of the same stores having full month operations in comparable periods
I HE R R AR EHN L BRBAANTEA N ZHEBELR
A No. of export franchised outlets is not included

TR AR EHRE
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Key operations breakdown and analysis

Hong Kong, the Group’s primary market includes both its Hong Kong retail business and
export franchise business, which accounted for 52% of the Group’s turnover and 67% of its
operating profit in the year under review. Mainland China was the second largest turnover
and operating profit contributor for the year, accounting for 22% and 15% of the Group’s
total respectively. Taiwan and Singapore contributed 17% and 9% of the consolidated turnover
respectively and 8% and 10% respectively of the consolidated operating profit.

Hong Kong

Hong Kong's apparel market is one of the most competitive markets in the world. The valuable
retail experience garnered in the Hong Kong market has contributed to the Group’s successful
expansion into other markets. The Group met its goal of expanding its presence in the region by
opening a total of five new outlets, bringing the number of stores to 32 as at 31 March 2005
(2004: 27). The Group performed well in both the retail and export franchise businesses despite
that the business environment was not entirely conducive in the second half of the year.

Retail sales for the year under review amounted to HK$803 million (2004: HK$678 million), an
18% rise over that of 2003/2004. Retail floor area increased to 112,000 sq. ft., up 14% from
98,600 sq. ft. in the past fiscal year. Same store sales grew 11% during the year. Operating
profit amounted to HK$97 million, up 43% from HK$68 million in 2003/2004. Operating
margin was 12% in the year under review (2004: 10%).

In 2004/2005, the Group’s export franchise business recorded under Hong Kong operation
had an impressive year, achieving a 47% rise in turnover at HK$218 million (2004: HK$148
million), contributing 11% to the Group’s overall turnover. Currently, we have 215 export
franchised outlets (2004: 169) in 16 countries including the 46 new outlets added during the
year under review. Operating profit of this business for the year was HK$65 million (2004:
HK$41 million), which was up 59% and accounted for 29% of the Group's total operating
profit, at the margin of 30% (2004: 28%). At this pace, we are confident in the superb
growth potential of this high value business.
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Mainland China

The Group began operations in Mainland China in 1993. Since then, the number of directly
managed outlets has increased to 274 (2004: 189), of which 85 were added in the year
under review, covering a total of 8 cities. Retail floor area totalled 276,400 sq. ft. as at 31
March 2005 (2004: 235,600 sqg. ft.), a 17% increase over the previous year.

The Group's first franchised store in Mainland China was opened in 1995. The Group has
now established a franchise distribution network of 203 stores covering over 100 Mainland
cities (2004: 195).

As part of its optimisation plan, the Group will continue to improve its operations in
Mainland China by strengthening service quality, providing more staff training and
facilitating knowledge sharing between the directly managed outlets and franchisees.
During the year under review, measures were taken to improve profitability. This was
done by providing extensive staff training across the Group from management to
sales staff. At the same time, marketing activities were substantially increased to
promote the brand awareness in the local market.
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During the year, it was witnessed that many franchisees, due to various reasons, failed
to satisfactorily manage their business and dropped out. In view of this situation,
major transformation of the franchise operation, aiming at streamlining the franchise
division and improving distribution efficiency, was started in the year under review.
Benefits of the transformation have been realised progressively and will continue to
manifest in the medium term. Despite the keen competition in the Mainland market,
the Group was able to achieve satisfactory results for the year. As the Group recruits
more quality franchisees to its win-win scheme in the coming years, performance of
the operation is expected to improve.

Same store sales for the Mainland China market recorded an 11% growth this year.
Retail sales surged to HK$331 million (2004: HK$309 million), a 7% rise over fiscal year
2003/2004. Operating profit was HK$9 million, compared with a loss of HK$22 million
last year. An operating profit margin of 3% (2004: -7%) was achieved. However, during
this transitional period of transformation, franchise sales dropped by 25% to HK$97
million (2004: HK$129 million). This led to a substantial drop in operating profit of
30% to HK$23 million (2004: HK$33 million) with an operating margin of 24% (2004:
26%). The overall turnover for the year was thus down slightly to HK$443 million
(2004: HK$459 million) with an operating margin of 7% (2004: 3%). Nevertheless, due
to outstanding margin and cost management plus the successful reforms, the country’s
operating profit at HK$33 million (2004: HK$16 million) more than doubled that of
the prior year.
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Taiwan

In the fiscal year under review, the Group’s Taiwan business recorded a rise in operating profit of 6% over that in
2003/2004 to HK$18 million (2004: HK$17 million) with operating profit margin at 5% (2004: 5%). Business was
stronger than expected in the first half of the year, but slipped in the second half due to the unseasonably warm
weather. Retail floor area increased to 124,100 sq. ft. from 119,500 sq. ft. in 2003/2004. Sales for the year under
review amounted to HK$348 million (2004: HK$315 million), 10% higher than the prior fiscal year. Same store
sales grew 6% for the year.

The Group directly managed 75 outlets (2004: 71) in Taiwan, an increase of 4 over the fiscal year 2003/2004.

Singapore

In Singapore, the Group added one new store during the year, bringing the total number of outlets to 28 (2004:
27) and increasing the retail floor area by 4% to 30,200 sq. ft. (2004: 28,900 sq. ft.). Same store sales grew 12%.
Retail sales for the year amounted to HK$191 million (2004: HK$174 million), a 10% rise over that of last year with
operating profit increased 35% to HK$23 million (2004: HK$17 million). Operating profit margin was 12%
(2004: 10%).

Liquidity and financial resources

For two years in a row, the Group’s cash on hand rose substantially. For the year ended 31 March 2005, it stood at
HK$326 million (2004: HK$225 million). The Group’s current ratio was maintained at a healthy level of 2.5 (2004
2.7) and total liabilities to equity ratio was 47% (2004: 43%). We managed to maintain consistent quality inventory
management as reflected by the inventory turnover period of 39 days, a level close to prior year's 37 days. There
was a remarkable improvement in return on equity from 33% to 36%.

As at 31 March 2005, the Group’s total assets and liabilities were HK$824 million (2004: HK$638 million) and
HK$263 million (2004: HK$192 million) respectively with equity amounting to HK$561 million (2004: HK$446
million). The Group had net cash (total cash on hand minus total bank borrowings) of HK$311 million (2004:
HK$190 million) with total bank borrowings of HK$15 million (2004: HK$35 million).

£E
REBRABREEN  AREQEXEMNEERIR_TT= —TTNFEN
6% =BH18TEIL(CTTWMF - B¥1.7TER) - Iﬁﬁ5%ﬁ'ﬂ%?§fﬁ?§ﬂ$

(ZZZTMF : 5%) o EH¥FMEBEIBEAE T EFEERAXRE SR
KETE TEEARER_ZT= “ZTTWFM119,500FFREMNE
124,100 R - SHEREABIES 4818 (ZEZTMF  BH3.15EL) - RE—
BIIRFEIENN10% o REHERIERAEBREF EH6% o

AEERBGEAART/SHAERERER (CETNF : 71/) -
T= /T TEMBEF RN T AR

Bo%

Ik

REEFA - NEBEFINEFER LS - SEHREgNE28MCT
TIOF : 270)  TEEAMEEINENG% Z£30,200FFR(ZEZMEF -
28, 900%‘5%) C EESHERIZRA12% - TEHETEREFILINI0% =B
1.9 (ZEZTMF « BHE1.74187D) © z<<<é£/ﬁn7rlJHIJi‘jJu35%§/ 2 3FET
(ZZZTF B 7TED) - WS 12%MEEEFR (CEZNE  10%) °

RBESRMEER

FEEMNFHRSEEE _FHEANEEE  RZSTRF-A=+—H&FEH
B3 26 (ZETWNF  BH2.25@0) - REENRSLLELEZR
2 5EMBEKFE (CTTWE 2.7 MAREHRRESLEERAE4T%
(ZEZTMF : 43%) - BEEMELENTEESE - 1 EREHEAMHEHR39
REPKF - BEEFRI7TRAE - BALHENWI3%BERAE36% ©
RIZZRE=A=1T—H AEBEZBEEREBED R ABES 24ET
(ZZZTWF : #B¥6.38E7T) ,%ﬁ%z 6318 (ZTZTWF : B#51.921870) -
IR AR RS 6 1B (2T W4F - BH4.46(87T) © ZJS‘EEZEE%‘%
4] (Eﬂ%ﬁZfﬁ%ﬁ@%Eiﬁzzfﬁﬁiéiw@%ﬁ) BAEI BT (CTETNE B
1.90fB7T) » MARITERABH1 sTET(CTTI4F %%ﬁa 5FEIT) °

Bossini International Holdings Limited 13 EBE AR A 7



Capital expenditure for the year was HK$50 million (2004: HK$34 million), mainly for shop renovations in Hong
Kong and Mainland China.

Contingent liabilities

The Group had certain contingent liabilities with respect to business tax in Taiwan. The Directors, based on the
advice from the local tax representative of the Taiwan Branch, believe that the branch has a valid ground to object
the claim from the tax bureau in Taiwan, and accordingly, have not made any provision for the tax claim or any
potential additional profits tax liabilities as at 31 March 2005.

Human capital

As of 31 March 2005, the Group employed a total of 3,963 (2004: 3,230) full-time equivalent employees in Hong
Kong, Mainland China, Taiwan and Singapore. The Group reimburses its employees on performance basis and
offers insurance, retirement plans, share options, and discretionary performance bonuses.

Outlook

With proven impressive profitability in the past two years and recent explosive growth of its export franchise
business, the Group is poised to capture growth potential in the near future. The Group expects to meet keen
competition in the years head-on as economic globalisation continues. Facing these challenges, Bossini will
implement effective purchase management, cost controls, and a cautious global expansion plan.

In spite of the anticipated intense competition, Bossini sees measures of success not only in profitability but also
growth in operation and market share. The Group regards its export franchise business and Mainland China market
as its future growth engines, and targets Mainland China to be the number one turnover and profit contributor to
the Group in the medium term. Bossini is committed to offering more training to and collaborating more closely
with its export franchise partners, encouraging their network expansion and enhancing operational efficiency.

The Group expects the Hong Kong retail sector to boom as the economy improves and the number of tourists increases.

As the Group has already achieved prime location penetration, three to five new stores will be opened this year mainly
in residential areas in Hong Kong in order to benefit fully from the rebounding consumer sentiment.
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Adopting a rental renewal strategy that focuses on optimising floor area utilisation, the Group expects rental increment for
prime shop sites to be balanced by the mild rental increment for shops in residential areas, hence creating minimal pressure
on its overall profitability. The Group also expects its business growth to be in line with rental cost increment in Hong Kong.

The export franchise markets not only provide high growth potential, but also help diversify the Group’s business portfolio.
Currently, Bossini is investigating market development opportunities in India, Korea, and Japan. The Group will also start its
franchise business in Nepal. The Group’s goal is to expand its export franchise sales by 30% in the coming year; this logically
follows the almost 50% growth achieved in the year under review. The Group will continue to increase the collaborative
training offered to franchise partners and encourage export partners especially those in the Middle East and Thailand to
expand business, a strategy proven highly successful in 2004/2005.

The retail market and consumer spending in Mainland China is growing as reflected in current economic and retail figures.
Mainland China is also adding retail space the fastest in the world. Bossini is well established to take advantage of this
emerging market as it matures and aims to add more than 150 outlets in the country via its retail and franchise divisions in
the next fiscal year. By providing more staff training and increasing knowledge sharing between directly managed stores and
franchisees, service quality of the operations will improve and so will their overall performance.

To foster the Group’s growth potential in Taiwan, franchise operation will be introduced. More than 20 directly managed
and/or franchised outlets will be added in the coming year, riding on Taiwan’s general economic recovery.

Bossini is currently one of the leading apparel retailers in the Singapore market, which is mature and very competitive
like Hong Kong. The Group plans to spur sales growth in Singapore by increasing brand development and enhancing
outlays. Though the market in Singapore is saturated, the Group believes that profitability gains are attainable by
capitalising on enhancement of operational effectiveness and efficiencies in 2004/2005. It is Bossini’s goal to capture
the lion share of Singapore’s apparel market in five years.
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The Group is also planning to repeat the success of its Singapore operations in Malaysia by
operating retail stores in the second half of 2005/2006. The experienced management team
in Singapore will directly oversee such operations in Malaysia.
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Looking ahead, Bossini will strive to achieve sustainable double-digit growth in both turnover
and profits. In the foreseeable future, turnover and profits will continue to be driven by
increasing market shares in the Group’s core markets and growth of its export franchise
business. As a company motivated by profitability, the Group targets an annual dividend
payout ratio of at least 50%.
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On the operation front, the Group will continue to adopt a series of ongoing initiatives to
enhance growth. With cost effectiveness and efficiencies as priorities, the Group plans to
implement world-class IT systems to enhance internal operations, inventory management,
merchandise planning and forecasting. At the same time, the Group is also evaluating its

supply chain and logistic systems for room of further improvement. f '

')
Our capital expenditure for the coming year will amount to HK$60 million of which HK$50 REMNEARAEZ G HABETET AT BERRES  FEAERAE
million will be spent on retail business expansion and shop renovation in Hong Kong, Mainland 3 W EERE LEFEEEESTE T - M1 TEITERERAEARR

China, and Taiwan, and HK$10 million will be spent on IT system enhancement for long-term R MRS REEERE

efficiency gains.
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Bossini has in place an organic optimisation plan designed to enhance its position as a dominant
global player in the apparel market. Combining consistency, efficiency, quality, and expansion,
we aim to achieve increased market share in all core markets and seize development
opportunities in new markets. By accomplishing the tasks and goals set forth previously and
realising long-term optimisation, the Group expects to further enhance shareholders' value
in the years ahead.
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