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Dear Shareholders,

| am pleased to present this annual report for the year
ended 28 February 2006.

RESULTS AND DIVIDENDS

The turnover of the Group for the year ended 28 February
2006 was HK$866,238,000 whereas the profit attributable
to equity holders of the Company was HK$65,497,000.

The board of directors has resolved to recommend a final
dividend of HK5.5 cents per share which, subject to the
approval of shareholders, will be paid on 4 August 2006
to shareholders whose names appear on the Register of
Members of the Company on 28 July 2006. This together
with the special dividend of HK10 cents per share paid on
26 October 2005 and the interim dividend of HK3 cents
per share paid on 16 December 2005 will make a total
dividend of HK18.5 cents per share for the year.

A YEAR FULL OF CHALLENGES

During the year, consumer confidence in Hong Kong
continued to improve in line with the soaring property and
stock markets. The opening of Hong Kong Disneyland in
September 2005 has attracted more tourists and stimulated
the entire economy of Hong Kong particularly the tourism
and retail sectors. Despite the rises in interest rate and oil
price, the economy of Hong Kong has been improving
progressively. On the other hand, the fierce market
competition as well as the increases in rental and staff
costs in Hong Kong and Macau posed high pressure and
great challenge to us. The Group took full advantage of
strengths and market recognition of our brands, Mirabell,
Joy & Peace, Fiorucci, Inshoesnet and Geox, to provide
customers with high quality services from our hearts. In the
meantime, the management actively explored business
opportunities for our wholesale business. As a result, the
Group achieved a satisfactory growth in the turnover and
operating profit in the local market.
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In recent years, the Mainland China has recorded a
continuous growth in GDP and consumer spending power.
The demand for high quality footwear products is high.
During the year, the Group actively expanded the Mainland
China business by opening additional retail outlets and
strived for increasing the market share. To capture the
huge business opportunities, the Group opened numerous
retail outlets in the second tier cities of the Mainland China.
During the year, a steady growth in turnover was achieved.
However, the sales growth in the Mainland China had not
pushed up the operating profit as a whole. It is because
our brand awareness and recognition was not strong
enough in the second tier cities, the marketing, promotion
and distribution costs correspondingly increased. However,
the management believes that the investments on exploration
and establishment of sales outlets have laid down a solid
foundation to drive future business growth in the foreseeable
future.

In April 2005, the Group opened the first Fiorucci retail
outlet in Taiwan. Our retail business in Taiwan is still in the
stage of investment period. The Group has established a
network of retail stores in prime locations. The brand
awareness was greatly enhanced by marketing promotion
and a distinct brand image. We will continue to build
upon and solidify the market position of the brand of

Fiorucci in Taiwan.
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FUTURE BUSINESS STRATEGIES

To meet the challenges ahead, the Group will adopt the
following business strategies:

1. To adopt multi-brand business model by providing
customers with a broader selection of fashionable
products

The Group will continue to increase market
competitiveness through building brand awareness,
broadening the range of high quality products,
introducing more exclusive international well-known
products and bolstering promotion efforts.

2. To renovate our retail stores to provide customers
with a comfortable shopping environment

The management believes that the primary objective
of customer service is to increase customer satisfaction.
To this end, the Group has provided a comfortable
shopping environment for our customers. To solidify
and further promote the image and brands of the
Group, we will invest resources on shop renovation by
creating a new design concept for our retail outlets.
The new shops will feature magnificent, luxurious and
modern design.

3. To provide customers with high quality service
provided by frontline staff member

For the purposes of providing customers with high
quality service, the Group places strong emphasis on
the quality of staff members. All newly recruited
frontline staff members are required to undergo a
comprehensive training programme before reporting
to duty. The training provided includes the corporate
culture, operation system, selling and customer service
techniques. The management believes that the constant
improvement of the quality of staff members is the key
element for maintaining a high level of customer
service.
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4. To expand the distribution networks in the Mainland
China and Taiwan

The Group will cautiously expand the distribution
networks in the Mainland China and Taiwan to further
boost sales and strengthen the market position of our

brands.
5. To control the increase in operating costs
The Group expects that the operating costs particularly

rental and staff costs will increase. The management
will strictly control the increase in operating costs.
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6. To increase operational effectiveness and efficiency 6. EMEERREY =
The Group will continue to actively review the operating ANEEE M T B AT A 2 SRS AR
strategies from time to time to encounter the changing RBRENTSHFBERANEE -

economic conditions as well as market competition.
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