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For the year ended 31st March 2006, the Group’s consolidated turnover
amounted to HK$2,620.6 million, representing an increase of 13.3% from
HK$2,313.7 million in the previous fiscal year. The Group’s consolidated
profit attributable to equity holders of the Company was HK$185.2 million,
a decrease of 8.4% from the HK$202.1 million, as restated, recorded last

fiscal year. The basic earnings per share amounted to 13.9 HK cents.

A number of factors affected the Group’s performance. Higher rentals and
operational costs, particularly in Hong Kong, partially offset the improved
turnover growth and gross profit. The expansion of the Group’s retail network
led to increased initial costs while sales growth, although showing marked
improvement in the second half, was lower than expected. There were start-
up losses incurred for entry into the Mainland China market and a one-off
adjustment in revenue recognition for exercise memberships in the beauty
services business. Purchase of Euro forward contracts and Euro holdings
resulted in exchange losses due to fluctuation of the currency. These losses
were partially offset by property revaluation and a one-off compensation

payment for early termination of a lease.

Retail & Wholesale Business

During the fiscal year 2005/06, the Group’s retail and wholesale business
saw growth in turnover of 14.3%, reaching HK$2,425.3 million. The overall

gross profit margin grew due to our enhanced product mix.
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QOur inventory turnover days were 89 days for the year ended 31st March
2006, as opposed to 101 days for the previous fiscal year. The Group
continued to expand its store network in view of expected tourism growth,
driven by various tourism projects in the region in coming years. In view of
escalating rentals, the Group started to negotiate for first floor and basement

floor areas in order to lower rental costs.

New value-added features were added to our retail services, such as
complimentary facial treatment in our stores, and we continued to strengthen
brand-building efforts for “Sa Sa” and the “beauty specialist” image of Sa
Sa in the region. These initiatives included sponsorship of the Miss Hong
Kong Pageant 2005 and the Federation Internationale De Volleyball World
Grand Prix 2005, as well as the first title sponsorship of the Hong Kong
Jockey Club’s Sa Sa Ladies’ Purse Day in October 2005, one of the most
popular racing days in Hong Kong. The race day sponsorship, including
outdoor, TV and print adverts, and a series of public relations and joint
promotion activities, generated considerable publicity for Sa Sa, its exclusive
brands and beauty centres. Overseas markets saw an improvement in sales

growth while the sales of Sasa.com also rose significantly.

Hong Kong and Macau

Increased spending by tourists, both from Mainland China and other parts
of the world, as well as a pick up in local spending contributed to an increase
in turnover of 11.2% in Hong Kong and Macau to HK$2,131.3 million. The
year-on-year monthly retail sales growth increased from 8.2% in October
2005, being the lowest point of the year, to 16.5% in March 2006. Monthly
same store growth also increased from -14.3% in October 2005 to 5.2%
in March 2006. Full year same store sales saw a decline of 4.0%. The overall
improvement in the second half of the fiscal year was mainly due to the
addition of four new cities in China to the central government’s Individual
Visit Scheme in November 2005, which led to an increase in the sales
contribution from PRC tourists from 33.0% in October to 38.0% in December
2005. This confirmed the management’s view of the likely impact of the

Individual Visit Scheme to the Group.
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