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The fiscal year 2005/06 marked solid progress for the Sa Sa Group. The
rise in tourist arrivals continued during the year, albeit slowly in the first half.
The addition of four new cities in China to the Individual Visit Scheme in
November 2005, along with a noticeable improvement in consumer sentiment
and spending in Hong Kong contributed to a quickening in turnover growth
in the latter half of the year. We continued with the expansion of our retail
network in preparation for the further development of tourism in the region,
and there was an improvement in sales growth overseas and in the
performance of Sasa.com. Group turnover rose 13.3% to HK$2,620.6
million, while Group profit decreased 8.4% to HK$185.2 million mainly due

to escalating rental costs and initial expansion costs.

In addition to the interim dividend of 3.0 HK cents and a special dividend
of 3.0 HK cents per share, the Board of Directors proposed a final dividend
of 5.0 HK cents per share and a special dividend 6.0 HK cents per share,
payable on 29th August 2006 to those persons registered as shareholders
as of 24th August 2006, making a total dividend of 17.0 HK cents per share

for the fiscal year.

Against this background of sales growth, we maintained our focus on
building for the future on the foundations that Sa Sa has already laid in terms
of attracting both local and overseas customers, developing new and existing
markets overseas, enhancing customer loyalty, and strengthening product

development.

During the year, the Group devoted considerable resources and efforts to
further leveraging on the accumulated goodwill and reputation of the ‘Sa
Sa’ brand. These efforts received widespread recognition. Sa Sa was one
of the ten winners at the Hong Kong Top Service Brand Awards, and received
the highest votes in The PRC Consumers’ Most Favourable Hong Kong
Brands voting campaign in 2006. In addition, Sa Sa won the Category
Award in the Retail Category for Superbrands 2005/06, Corporate Brand
Management Excellence Award (Category Award) in The Best Brand
Enterprise Award 2005-2006. The steady accumulation of specific brand
awards testifies to the success of our brand building strategy and our

leadership in cosmetics retailing in the region.
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In terms of products, we continued to develop our portfolio of private-label
and exclusively distributed products and in the second half of the year we
launched our own ‘Sasa’ branded products throughout the region, offering
a range of quality and value products that aim to provide total solutions to
our customers’ beauty needs. We will continue to strengthen both our
exclusive brand and own brand portfolios in order to develop more customer

loyalty, drive growth and provide solid contributions to our future profits.

The Group remains committed to providing its customers with highly
professional and top quality service as well as total beauty solutions. The
year saw further integration of our beauty services with our retail business
in order to enhance their synergy and provide more comprehensive services
to customers. Sasa Beauty™ began to offer treatments in dedicated treatment
rooms in our new stores in Hong Kong, while Phillip Wain provided treatments
at the new flagship store in Singapore. Customer service training and product

training were strengthened in all our overseas operations.

Excellent customer service is strongly dependent on efficient operational
and IT systems. During the year, we began a significant upgrading of our
[T infrastructure in order to increase our business process capability, and
inventory and sales management. At the heart of this lay the adoption of
the globally recognised SAP’s R3 Enterprise Resource Planning (“ERP”)

system.
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The SAP system not only improves productivity and customer relationship
management, but it also increases managerial control through the imposing
of best business practices and processes. It also supports our ongoing
drive to achieve international standards of corporate governance, risk
management and transparency. According to an annual survey by CLSA
and the Asian Corporate Governance Association, Sa Sa was in the top
quartile for corporate governance standards among large-cap and blue-

chip companies in 2005.

All these initiatives reflect our determination to strengthen our competitive
advantages, efficiency and management effectiveness in the highly competitive
cosmetics, health and beauty market of Asia. Fiscal year 2005/06 saw us
established on a strategic direction that will allow us to realise our full growth

potential, not only in all existing markets but also in new ones.

Against a background of growing tourism and local spending, we will
continue to leverage on our competitiveness to realise further growth in
Hong Kong and Macau. At the same time, we aim to expand our retail
network to operate more than 240 stores in the Asia region by 2011, and
to support this expansion through enhanced core functions and organisational
structure in Hong Kong. In the long term, Mainland China, which has

tremendous growth potential, will provide us with further growth opportunities.

| would like to take this opportunity to thank all our employees for the
commitment, drive and resourcefulness they have devoted to making Sa
Sa one of the most well known and respected brands in Asia. | would also
like to thank all our shareholders for their continuing support and for
participating in our vision and strategy for the future. It is our firm belief in
the Sa Sa Group that we will be able to repay the confidence of both our
employees and shareholders with increased shareholder value in the years

to come.

Simon Kwok
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Chairman and Chief Executive Officer
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Hong Kong, 29th June 2006
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