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Sasa Beauty™

The establishment of Sasa Beautyt complements our retail business
development, providing all-round cosmetics and beauty services to Sa Sa
customers. During the year, turnover increased by 9.5% to HK$25.1 million.
A small loss was recorded, mainly because the increase in turnover could

not offset escalating rental costs. The number of members rose by 20.2%.

Strengthening IT Infrastructure and Operational Systems

In order to build up a common platform with the capability to manage,
collaborate and exchange real-time sales and inventory information with
all our business partners and to respond to ever-increasing customer demand
and market competition, the Group is upgrading its IT infrastructure and

adopting the SAP’s R3 Enterprise Resource Planning (“ERP”) system.

With this globally proven and fully integrated system, we aim to increase
our business process efficiency and managerial control through best business
practices and management processes. The SAP system also allows us to
standardise and increase our transparency of information flow and improve
our business decision process by providing detailed, timely and reliable
financial, sales and inventory information, as well as enhance our supply

chain and customer relationship management capabilities.
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These capabilities will give us more understanding of our customer’s buying
behaviour and purchase patterns, general market trends and potential. They
will also help us to improve procurement, inventory management, sales

promotion, productivity of sales staff and customer service.

Outlook

We are crafting a sustainable development strategy through a thorough
study of prospects that includes a risk management project (details of which
can be found in the Corporate Governance section of this Report). In view
of the maturing Hong Kong and Macau market, and of the need to adapt
and integrate our systems for overseas markets, we are laying the following

strategic foundations for our next stage of growth:

* We are strengthening the brand equity of “Sa Sa”.

¢ We are reviewing and strengthening our core functions in order to build
a stronger base to support future expansion and development. This
includes improving the organisational structure of our headquarters in
Hong Kong to provide stronger support for the operation of overseas
markets.

* In order to provide a solid foothold for expansion into existing and
prospective overseas markets as well as Mainland China, we are placing
increasing emphasis on product development, marketing and securing
exclusive distribution rights for international brands to build a stronger
brand and product portfolio for the Group.

* We are adopting SAP’s R3 ERP system, as outlined above. In the second
half of 2006 we will begin upgrading our IT infrastructure, which will
improve the efficiency and effectiveness of our operations, marketing and

inventory management.

We aim to expand our retail network in the next four years to operate more
than 240 stores in the Asia region by 2011. While consolidating continuous
growth in our core retail base in Hong Kong and Macau, Sa Sa will increase
its penetration in the existing overseas markets of Taiwan, Singapore and
Malaysia. This in turn will drive growth for the Group in the medium to long
term. Mainland China, a developing market with huge potential, and other
new overseas markets will provide growth opportunities for the Group in

the long run.
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