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REVIEW OF OPERATIONS

During the year under review, the Group increased its networking
in the mainland China in a faster pace. There were 49 MOISELLE
stores (2004: 36) operating in the mainland China as at 31
March 2005. 25 (2004: 17) out of the 49 (2004: 36) stores were
operated under consignment system. The newly established stores
positioned at Cixi, Hainan, Changzhou, Nanchang, Qingdao,
Chengdu, Changshou, Dongguan and Zhanjiang. The store
network in cities of Shanghai and Shenzhen had further been

extended.

During the year, the performance of the Group in the mainland
China region had been satisfactory in terms of the extension of
sales network and the increase in geographical coverage in major
and second- to third-tiers cities. The consignment system had
largely contributed to the sound performance in the market. The
Group had introduced collections of versatile designs, which

had attracted favorable responses received during the year.

At 31 March 2005, the Group retained in Taiwan market 5
MOISELLE stores (2004: 6), in Taipei City and Taoyuan County.
The Taiwan business improved in line with the growth in the
Greater China market and maintained the contribution to the

Group.

In Hong Kong, the Group operated 21 MOISELLE, 6 imaroon
and 3 mademoiselle (2004: 21 MOISELLE and 11 imaroon) retail
outlets as at 31 March 2005. The management had relocated
certain MOISELLE retail outlets strategically, putting emphasis
on tourist areas. In addition, the retail network of imaroon brand
in Hong Kong was restructured to bring improved operating
efficiency. The six imaroon retail outlets located at Causeway

Bay, Central, Mongkok, Kowloon Bay and Taikooshing.

The new brand mademoiselle launched during the year indicates
new reach of unique designs the Group has been introducing to
the market. The line provides collective luxurious female apparel
and accessories with contemporary, clean and trendy European

designs to the customers. With more collections of the
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accessories, mademoiselle had provided to the customers
additional choices among the available products of the existing
brands. The management had committed to continually build
up fuller collections with versatile designs reflecting exclusive

and quality lifestyle sensibilities.

RECOGNITION

The Company has been awarded Hong Kong Outstanding
Enterprises 2004 by Economic Digest. The award reflected the
recognition of the performance of the Group in the market and
was indeed an encouragement after the relatively difficult
financial year of 2004. The management would exert their efforts
in achieving higher standard of effective and efficient

management.

FINANCIAL REVIEW

Overview

The Group’s turnover increased by approximately 29% to
approximately HK$292,124,000 (2004: HK$227,186,000) during
the year ended 31 March 2005 as compared with 2004. As the
sales network in the PRC continued to expand, the revenue of
the region outside Hong Kong increased by 44% to approximately
HK$74,501,000 (2004: HK$51,560,000) during the year under
review. The exploration of the markets outside Hong Kong had
successfully increased the segment turnover ratio from
approximately 23% of 2004 to approximately 26% for the year
ended 31 March 2005.

Due to the improvement of the economic environment during
the financial year under review in the local retail market, the
revenue earned from Hong Kong segment increased by
24% HK$217,623,000 (2004:

approximately to

HK$175,626,000).

During the year under review, the Group’s gross profit margin
was approximately 76.1%, as compared to approximately 74.6%
of the previous year. Operating expenses for the year ended 31
March 2005 totaled approximately HK$146,519,000, compared
to approximately HK$123,512,000 for 2004, increased by

approximately 19%. The management had been able to manage
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the level of operating expenditure increased at a much slower
pace than the increase in revenue, thus contributing the operating
margin at 27.6% (2004: 21.0%) to the shareholders.

The profit attributable to shareholders for the year ended 31
March 2005 was approximately HK$75,757,000 (2004:
HK$47,253,000), increased by approximately HK$28,504,000,
60%. The increase was mainly attributed to the increase in

turnover and the improvement of the operating margin.

Liquidity and financial resources

During the year, the Group financed its operations with 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$96 million (2004: HK$92 million). As at
31 March 2005, the Group maintained aggregate composite
banking facilities of approximately HK$53 million (2004: HK$65
million) with various banks, of which approximately HK$2
million (2004: HK$2 million) were utilised.

The Group continues to enjoy healthy financial position. As at
31 March 2005, the current ratio (current assets divided by
current liabilities) was approximately 6.4 times (2004: 5.8 times)
and the gearing ratio (bank borrowings divided by shareholders’
equity) was approximately 1.6% (2004: 17.5%).

Charge on assets

As at 31 March 2005, investment properties and leasehold land
and buildings with a carrying value of approximately HK$73
million (2004: HK$67 million) were pledged to secure mortgaged

loans and banking facilities granted to the Group.
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Contingent liabilities

As at 31 March 2005, 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$6 million (2004: HK$36

million).

Employees

The Group employed 693 (2004: 696) employees in Hong Kong
and the PRC as at 31 March 2005. 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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