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Highlights
e The Group’s annual turnover increased by 2.6% to HK$3,500.5 million

e  Within this, offline sales in Hong Kong and Macau SARs increased by 7.3% to
HK$2,373.3 million

e Following the re-opening of boundaries with Mainland China, offline sales in Hong Kong
and Macau SARs in the fourth quarter increased 60.1% year-on-year and 41.1% as
compared to the previous quarter

e The Group turned around the business and recorded a profit for the year amounting to
HK$58.2 million, compared to a loss of HK$133.2 million in the first half of the current
year and a loss of HK$343.7 million last year

e  Within this, the Group recorded a profit of HK$185.9 million in the fourth quarter with a
pre-tax profit margin of 9.0%

e Basic earnings per share amounted to 1.9 HK cents (2022: Loss per share of 11.1 HK
cents)

e  Given the Group has only just emerged from the challenges brought about by the
pandemic in the markets where the Group operates, the Board does not recommend the
payment of a final dividend in accordance with the Group’s policy to pay dividends out of
profits and for the reason of responsible risk management (2022: Nil)

The board of directors of Sa Sa International Holdings Limited (the “Company”) presents the
consolidated results of the Company and its subsidiaries (the “Group”) for the year ended

31 March 2023 with comparative figures for the previous year as follows. The annual results
have been reviewed by the audit committee of the Company.

Note: “Hong Kong SAR” refers to “The Hong Kong Special Administrative Region of China” and “Macau SAR”
refers to “The Macau Special Administrative Region of China”.

1



CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDED 31 MARCH 2023

Note

Turnover 3
Cost of sales 6
Gross profit
Other income 4
Selling and distribution costs 6
Administrative expenses 6
Impairment of right-of-use assets and property, plant

and equipment 11
Other gains - net 5
Operating profit/(loss)
Finance income
Finance costs 7
Loss before income tax
Income tax credit/(expense) 8
Profit/(loss) for the year attributable to owners of the

Company
Earnings/(loss) per share for profit/(loss) attributable

to owners of the Company for the year (expressed in

HK cents per share) 9

Basic

Diluted

2023 2022
HK$’000 HK$'000
3,500,525 3,412,727
(2,099,165) (2,152,181)
1,401,360 1,260,546

56,166 52,235
(1,223,114) (1,323,946)
(244,833) (249,191)
- (86,978)

11,907 19,238
1,486 (328,096)
3,253 3,049
(19,100) (11,778)
(14,361) (336,825)
72,608 (6,907)
58,247 (343,732)
1.9 (11.1)

1.9 (11.1)




CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 MARCH 2023

2023 2022
HK$’000 HK$’000
Profit/(loss) for the year 58,247 (343,732)
Other comprehensive loss
Item that will not be reclassified subsequently to profit
or loss
Actuarial gain/(loss) on retirement benefit obligations 8,490 (7,510)
Items that may be reclassified to profit or loss
Currency translation differences of foreign subsidiaries
recorded in translation reserve (9,063) 3,303
Other comprehensive loss for the year, net of tax (573) (4,207)
Total comprehensive income/(loss) for the year
attributable to owners of the Company 57,674 (347,939)




CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 MARCH 2023

2023 2022
ASSETS Note HK$’000 HK$'000
Non-current assets
Property, plant and equipment 194,962 202,138
Right-of-use assets 519,679 344,752
Rental deposits and other assets 70,327 86,380
Deferred tax assets 219,692 145,145
1,004,660 778,415
Current assets
Inventories 669,464 747,946
Trade receivables 12 65,707 73,214
Other receivables, deposits and prepayments 160,690 180,129
Time deposits - 241
Cash and cash equivalents 303,256 296,478
Income tax recoverable 9,550 10,400
1,208,667 1,308,408
LIABILITIES
Current liabilities
Trade payables 13 329,718 279,179
Other payables and accruals 203,196 212,466
Borrowings 14 30,000 102,484
Lease liabilities 231,928 251,561
Income tax payable 8,954 9,021
803,796 854,711
Net current assets 404,871 453,697
Total assets less current liabilities 1,409,531 1,232,112
Non-current liabilities
Other payables 21,736 19,522
Lease liabilities 333,675 219,949
Retirement benefit obligations 12,660 9,532
Deferred tax liabilities 279 201
368,350 249,204
Net assets 1,041,181 982,908
EQUITY
Capital and reserves
Share capital 310,319 310,319
Reserves 730,862 672,589
Total equity 1,041,181 982,908




Notes:

Basis of preparation

The consolidated financial statements have been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRS”) and disclosure requirements of Hong Kong
Companies Ordinance. The consolidated financial statements have been prepared under the
historical cost convention, as modified by the revaluation of derivative financial instruments,
which are carried at fair value.

The preparation of financial statements in conformity with HKFRS requires the use of certain
critical accounting estimates. It also requires management to exercise its judgement in the
process of applying the Group’s accounting policies.

Changes in accounting policies

(i) Amendments to standards, annual improvements and revised accounting guideline
mandatory for the first time for the financial year beginning 1 April 2022 were adopted

o Annual Improvements Project, “Annual Improvements to HKFRSs 2018-2020
(amendments) Interest Rate Benchmark (IBOR) Reform - Phase 2”

o HKFRS 3, HKAS 16 and HKFRS 37, “Narrow-scope amendments (amendments)”

o AG 5 (Revised), “Revised Accounting Guideline 5 Merger Accounting for
Common Control Combinations”

All amendments to standards, annual improvements and revised accounting guideline listed
above do not have a significant effect on the Group’s accounting policies.

(i) Amendments to standards and interpretation not yet adopted

The following new amendments to standards and interpretation (collectively, the
“‘Amendments”) have been issued but are not effective for the period and have not been early
adopted by the Group:

Effective for
annual periods
beginning on or

after
Amendments to HKAS 1 Disclosure of Accounting 1 April 2023
and HKFRS Practice Policies
Statement 2
Amendments to HKAS 8 Definition of Accounting 1 April 2023
Estimates
Amendments to HKAS 1 Classification of Liabilities as 1 April 2024
Current or Non-current
Amendments to HKAS 1 Non-current Liabilities with 1 April 2024
Covenants
Amendments to HKFRS 16  Lease Liability in a Sale and 1 April 2024
Leaseback
Amendments to Hong Kong Classification by the Borrower of 1 April 2024
Interpretation 5 a Term Loan that Contains a

Repayment on Demand Clause

The Group will apply these Amendments in the year of initial application. Given the current
status of the Group, the directors do not expect the adoption of the Amendments will have
any impact on the Group’s results of operations and financial position.



Segment information

Operating segments are reported in a manner consistent with the internal reporting
provided to the chief operating decision-makers. The chief operating decision-makers, who
are responsible for allocating resources and assessing performance of the operating
segments, have been identified as the executive directors of the Group who make strategic
and operating decisions.

Executive directors of the Group review the internal reporting of the Group in order to
assess performance and allocate resources. Executive directors consider the business
principally from a geographic perspective and assess the performance of the geographic
segments based on a measure of segments results.

The business reportable segments identified are Hong Kong and Macau SARs, Online
business, Mainland China and Malaysia.

Segment assets consist primarily of property, plant and equipment, right-of-use assets,
deferred tax assets, inventories, receivables, deposits and prepayments, time deposits,
cash and cash equivalents and income tax recoverable. Capital expenditure comprises
additions to property, plant and equipment.

The breakdown of key segment information including total turnover from external customers

is disclosed below.

For the year ended 31 March 2023

Hong Kong
& Macau Online Mainland
SARs business China Malaysia Total
HK$’000 HK$°000 HK$’000 HK$°000 HK$’000
Turnover 2,373,301 601,977 225,270 299,977 3,500,525
Segment results 101,055 (21,201) (44,459) 22,852 58,247
Other information
Capital expenditure 44195 1,260 1,477 11,655 58,587
Finance income 1,786 92 333 1,042 3,253
Finance costs 15,599 123 1,462 1,916 19,100
Income tax
(credit)/expense (79,928) (143) - 7,463 (72,608)
Depreciation of
property, plant and
equipment 54,560 550 4,666 3,776 63,552
Depreciation of right-of-
use assets 241,978 699 8,135 24,740 275,552
(Reversal of
provision)/provision for
slow moving
inventories and
shrinkage (8,172) 95 4,665 (1,898) (5,310)




Segment information (continued)

For the year ended 31 March 2022

Hong Kong
& Macau Online Mainland
SARs business China Malaysia Total
HK$'000 HK$'000 HK$’000 HK$'000 HK$’000

Turnover 2,212,532 695,581 312,014 192,600 3,412,727
Segment results (198,874) 6,927 (144,269) (7,516) (343,732)
Other information

Capital expenditure 28,683 1,096 24,432 1,470 55,681
Finance income 1,633 15 333 1,068 3,049
Finance costs 8,689 63 2,117 909 11,778
Income tax

expense/(credit) 8,263 1,368 - (2,724) 6,907
Depreciation of

property, plant and

equipment 61,568 315 12,029 5,959 79,871
Depreciation of right-of-

use assets 226,696 315 23,823 25,360 276,194
Provision/(reversal of

provision) for slow

moving inventories

and shrinkage (3,205) 3,707 6,507 1,941 8,950
Impairment of property,

plant and equipment 233 - 19,135 128 19,496
Impairment of right-of-

use assets 23,813 - 42,600 1,069 67,482




Segment information (continued)

Hong Kong
& Macau
SARs
HK$°000
At 31 March 2023
Non-current
assets 894,120
Current assets 840,203
Total assets as
per consolidated
statement of
financial position
At 31 March 2022
Non-current
assets 703,097
Current assets 744,546

Total assets as
per consolidated
statement of
financial position

Online
business

HK$’000

7,194
125,363

7,512
223,771

Mainland
China

HK$’000

18,610
91,898

33,639
162,566

Malaysia
HK$’000

84,736
151,203

34,167
177,525

Total
HK$’000

1,004,660

1,208,667

2,213,327

778,415

1,308,408

2,086,823



Other income

2023 2022

HK$’000 HK$'000

Government subsidies (Note) 25,817 4,953
Slide display rental income 17,664 18,596
Storage income 12,685 11,417
Short-term sub-lease income - 17,269
56,166 52,235

Note:

During the year ended 31 March 2023, wage subsidies of HK$25,424,000 were granted from
the Hong Kong SAR government’s Employment Support Scheme for the use of paying
wages of employees and HK$240,000 were granted from the Beauty Parlours, Massage
Establishments and Party Rooms Subsidy Scheme under Anti-Epidemic Fund. Remaining
subsidy of HK$153,000 was granted from another subsidy scheme launched by the
government of Malaysia.

During the year ended 31 March 2022, wage subsidies of HK$4,526,000 were granted from
the Wage Subsidy Programme launched by the government of Malaysia and HK$233,000
were granted from the Hong Kong SAR government’s Employment Support Scheme under
Anti-Epidemic Fund for the use of paying wages of employees. Remaining subsidy of
HK$194,000 was granted from another subsidy scheme launched by the government of
Macau SAR.

The Group has complied with all attached conditions before 31 March 2023 and 2022 and
recognised the corresponding subsidies in the consolidated income statement.

Other gains - net

2023 2022
HK$’000 HK$'000
Net exchange (losses)/gains (5,994) 3,118
Gains on derecognition of lease liabilities and right-
of-use assets (Note) 17,901 16,120
11,907 19,238
Note:

During the year ended 31 March 2023, the Group early terminated a number of leases, for
which impairment loss of right-of-use assets has been made in prior year. Accordingly, the
lease liabilities and right-of-use assets of these leases in relation to the early termination were
derecognised, which resulted in gains of HK$17,901,000.

During the year ended 31 March 2022, the Group decided not to exercise the option to renew
certain leases. The associated renewal options of these leases were previously accounted for
as it was reasonably certain they would be exercised. Accordingly, the lease liabilities and
right-of-use assets of these leases in relation to the period covered by the renewal options
were derecognised, resulted in gains of HK$16,120,000.



Expenses by nature

2023 2022
HK$’000 HK$’000
Cost of inventories sold 2,104,475 2,143,231
Employee benefit expenses (including directors’
emoluments) 661,943 651,816
Depreciation expenses
- right-of-use assets 275,552 276,194
- property, plant and equipment 63,552 79,871
Lease rentals in respect of land and buildings
- lease rental for short-term leases 61,247 127,645
- contingent rent 32,886 32,826
- rent concession related to COVID-19 (Note) (17,688) (35,934)
Building management fees, government rent and
rates 67,686 76,699
Advertising and promotion expenses 58,531 63,708
Transportation and delivery charges 47,198 50,826
Outsource warehouse handling expenses and
platform charges 35,595 41,830
Utilities and telecommunication 32,124 33,037
Bank and credit card charges 32,093 28,918
Repair and maintenance 20,632 23,396
Packaging expenses 14,298 16,334
Postage, printing and stationery 6,212 8,942
Auditors’ remuneration
- audit services 2,799 2,718
- non-audit services 693 1,018
Donations 1,092 1,987
Write-off of property, plant and equipment 1,196 1,352
(Reversal of provision)/provision for slow moving
inventories and shrinkage (5,310) 8,950
Others 70,306 89,954
3,567,112 3,725,318
Representing:
Cost of sales 2,099,165 2,152,181
Selling and distribution costs 1,223,114 1,323,946
Administrative expenses 244,833 249,191
3,567,112 3,725,318

Note:
During the year ended 31 March 2023, rent concession related to COVID-19 amounted to

HK$17,688,000 (2022: HK$35,836,000) was included in selling and distribution costs and
nil (2022: HK$98,000) was included in administrative expenses.

Finance costs

2023 2022

HK$°000 HK$’000

Interest expenses on lease liabilities 16,739 11,455
Interest expenses on bank borrowings 2,361 323
19,100 11,778
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Income tax (credit)/expense

Hong Kong profits tax has been provided for at the rate of 16.5% (2022: 16.5%) on the
estimated assessable profits for the year. Taxation on overseas profits has been
calculated on the estimated assessable profits for the year at the rates of taxation
prevailing in the countries in which the Group operates.

2023 2022
HK$°000 HK$'000
Current tax:
Hong Kong profits tax
Current 2,313 2,305
Over-provision in previous years (297) (318)
Overseas taxation
Current 505 197
Over-provision in previous years (16) (6)
Total current tax 2,505 2,178
Deferred tax:
(Increase)/decrease in net deferred tax assets (75,113) 4,729
Income tax (credit)/expense (72,608) 6,907

Earnings/(loss) per share

(a) Basic earnings/(loss) per share is calculated by dividing the profit/(loss) attributable to
owners of the Company by the weighted average number of ordinary shares in issue less
the total number of shares held under the share award scheme adopted by the Board on
11 April 2014 (“Share Award Scheme”) during the year.

2023 2022
Profit/(loss) attributable to owners of the Company
(HK$’000) 58,247 (343,732)
Weighted average number of ordinary shares in issue
less shares held under the Share Award Scheme
during the year (thousands) 3,101,830 3,101,568

(b) For the year ended 31 March 2023, diluted earnings per share is calculated by
adjusting the weighted average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares. The Company has two categories of
dilutive potential ordinary shares: share options and shares held under the Share Award
Scheme during the year. For the share options, a calculation is performed to determine
the number of shares that could have been acquired at fair value (determined as the
average annual market share price of the Company’s shares) based on the monetary
value of the subscription rights attached to outstanding share options and future service
cost. For shares held under the Share Award Scheme, awarded shares granted to the
employees but not yet vested as at 31 March 2023 has been included in the number of
shares.

For the year ended 31 March 2022, diluted loss per share equals to basic loss per

share as the potential ordinary shares were not included in the calculation of diluted
loss per share because they are anti-dilutive.

11



10.

11.

12.

Dividends

The Board has not recommended the payment of a final dividend for the year ended 31
March 2023 (2022: Nil).

Impairment of right-of-use assets and property, plant and equipment

As at 31 March 2023, net book amount of retail store assets represented property, plant
and equipment and right-of-use assets amounting to HK$48,901,000 (2022:
HK$43,636,000) and HK$375,281,000 (2022: HK$331,339,000) respectively. The Group
regards each individual retail store as a separately identifiable cash-generating unit.
Management carried out an impairment assessment for the retail store assets, including
property, plant and equipment and right-of-use assets, which have an impairment indicator.

The carrying amount of the retail store assets is written down to its recoverable amount if
the asset’s carrying amount is greater than its estimated recoverable amount. The
estimates of the recoverable amounts were based on value-in-use calculations using
discounted cash flow projections based on the financial forecasts approved by
management covering the remaining tenure of the lease, with major assumptions such as
revenue growth rate, percentage change of running costs and gross profit margin. As a
result of the impairment assessment, no impairment loss of property, plant and equipment
(2022: HK$19,496,000) and right-of-use assets (2022: HK$67,482,000) was recognised.

Key assumptions used in the value-in-use calculations for the recoverable amount of retail
store assets in Hong Kong and Macau SARs and Mainland China markets are as follows:

Revenue growth based on the estimated foot traffic of the Group’s retail stores
rate: and the recovery of the economy of this market

Percentage change based on the estimated change related to the Group’s cost
of running costs: saving plan and historical data

Gross profit margin:  based on the historical data and potential change in product mix
Trade receivables
The Group’s turnover comprises mainly cash sales and credit card sales. Certain wholesale

customers are granted credit terms ranging from 7 to 120 days. The ageing analysis of
trade receivables by invoice date is as follows:

2023 2022

HK$’000 HK$'000

Within 1 month 51,893 46,955
1 to 3 months 4,669 18,607
Over 3 months 9,145 7,652
65,707 73,214

The carrying amounts of trade receivables approximate their fair values.
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Trade payables

The ageing analysis of trade payables by invoice date is as follows:

2023 2022

HK$°000 HK$’000

Within 1 month 240,554 163,757
1 to 3 months 67,144 79,956
Over 3 months 22,020 35,466
329,718 279,179

The carrying amounts of trade payables approximate their fair values.

Borrowings
2023 2022
HK$’000 HK$'000
Secured:

Bank borrowings 20,000 80,000
Total secured borrowings 20,000 80,000
Unsecured:

Bank borrowings 10,000 20,000

Trust receipt loans - 2,484
Total unsecured borrowings 10,000 22,484
Total borrowings 30,000 102,484

As at 31 March 2023, the maturity of borrowings based on scheduled repayment dates is
within one year and contain a repayment-on-demand clause (2022: within one to two year
and contain a repayment-on-demand clause), and it is classified as current liabilities.

As at 31 March 2023, no trust receipt loans was outstanding (31 March 2022: interest rate for
trust receipt loans was 1.58% per annum). The bank borrowings were at interest rate ranging
from 4.04% to 4.65% (31 March 2022: ranging from 1.29% to 1.64%) and were denominated
in HK$.

The carrying amounts of borrowings approximate their fair values.
As at 31 March 2023, land and buildings with carrying value amounted to HK$100,567,000

(31 March 2022: HK$106,110,000) was pledged for banking facilities made available to the
Group.
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MANAGEMENT DISCUSSION & ANALYSIS

Our Business

Headquartered in Chai Wan, Hong Kong SAR, the Group’s operations cover online and offline
retail and wholesale sales channels in Hong Kong and Macau SARs, Mainland China, and
Southeast Asia, and also online sales in certain locations in the rest of the world. The Group has
regional offices in Kuala Lumpur, Malaysia and Shanghai, Mainland China.

The Group’s supply chain management organization manages warehouses in Hong Kong SAR
and Malaysia, and third-party warehouses in Mainland China. The Group has invested in supply
chain innovation, digitalisation and sustainability to drive efficiency and support quality standard for
which we offer a 30-day return policy to customers. During the year ended 31 March 2023 (the
“Financial Year”), the Group enhanced its ecommerce handling capacity through deployment of
automated guided vehicles (“AGV”). These supply investments enable and support our ecommerce
operations beyond our core home markets and into Southeast Asia, North America, Australia and
New Zealand.

The Group positions itself around its purpose of “Making Life Beautiful”, as a one-stop beauty
specialty platform and the go-to place for professional, quality and trending skincare, colour
cosmetics and fragrance products, differentiating itself from the market and offering uniqueness.
To cater for the growing needs of customers, the Group has introduced new categories such as
inner beauty, personal care products and beauty equipment with a view to raising their sales mix
over time.

The Group is laser-focused on managing its product offerings by reviewing its core product
categories and ensuring that it carries trending brands and products. The Group is also actively
seeking partnerships with brands and enhancing its portfolio of exclusive brands and develop
these brands with the brand owners. The Group’s standards of excellence in retail management
and unique team of professional beauty consultants make it an ideal partner for brands looking for
a presence in Asia and for professional beauty consultants to effectively communicate their brand
story to consumers.

In line with this focus, the Group regularly renews how it displays and promotes brands and
products both in-store and online to heighten awareness of what is trending and educate regarding
functionality. Accordingly, the Group increasingly adopts theme-based promotional campaigns
aligned to the seasons and other external factors.
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FINANCIAL PERFORMANCE

SUMMARY
CHART1
74.4%
HK & Macau SARs $2,373.3 $230.5 $2,603.8 8.7% PR
14.9%
Mainland China $225.2 $294.9 $520.1 V311% P
|  j06%
Southeast Asia $300.0 $72.0 $372.0 43.8%
(LY: 7.6%)
0.1%
Others - $4.6 $4.6 0.7%
(LY 0.1%)
Total $2,898.5 $602.0 $3,500.5 2.6% 100.0%

For the year ended 31 March 2023

Cost structure optimisation and gross margin expansion providing platform
for profitable growth

During the Financial Year, the Group’s turnover amounted to HK$3,500.5 million, representing an
increase of 2.6% over the previous year, as performance held back by Covid-19 outbreaks in
Mainland China and Macau SAR prompting lockdowns in affected cities and towns disrupted our
business operations. Offline retail sales and wholesales (“Offline Sales”) in Hong Kong and Macau
SARs increased by 7.3% to HK$2,373.3 million, Offline Sales in Mainland China decreased by
22.9% to HK$225.2 million while Offline Sales in Southeast Asia increased by 64.9% (in original
currency) to HK$300.0 million. The Group operated a total of 186 retail outlets across all regions as
at 31 March 2023.

Turnover of the Group’s online business decreased by 13.5% to HK$602.0 million for the Financial
Year, affected by Covid-19 disruptions in Mainland China where online sales decreased by 33.4%,
the only region recording a decrease. Total online business contributed 17.2% to the Group’s total
turnover (2022: 20.4%), a significant increase as compared to the financial year ended 31 March
2019 immediately before the pandemic (“pre-pandemic period”). The total online business
recorded a loss of HK$21.2 million for the Financial Year as compared to a profit of HK$6.9 million
for the previous year as a result of Covid-19 pandemic impact in Mainland China and the strength
of the Hong Kong dollar against a basket of currencies including the Renminbi.

In terms of category sales, during the peak of the pandemic, the Group seized the opportunity from
growth of personal protective equipment (“PPE”), and more recently the demand for post Covid-19
recovery health food and supplements. Since the fourth quarter, focus has switched to make-up
which has made a strong recovery post relaxation of pandemic measures including the
requirement to wear a protective mask. The Group continues to strengthen product sourcing to
enrich the product portfolio and aside from our core categories of skincare, make-up and
fragrance, is beginning to grow additional categories including inner beauty, personal care and
beauty equipment. We will continue to invest in the category extension strategy, explore potential
categories, meet market trends and customer needs, and strive to bring more product choices to
consumers.

Group profit for the Financial Year was HK$58.2 million, a significant turnaround compared to the
loss of HK$343.7 million in the previous year, and the loss of HK$133.2 million for the first half of
the Financial Year. Excluding the provision for impairment made in accordance with HKAS 36 that
applied to retail store assets (including right-of-use assets and property, plant and equipment), the
subsidies for Covid-19 pandemic by local governments, temporary rental concessions, recognition
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of a deferred tax asset in respect of prior years’ tax losses in Hong Kong and Macau SARs and the
accrued past service costs due to change in the offsetting arrangement under the mandatory
provident fund, the Group’s loss during the year narrowed to HK$54.6 million (an improvement of
81.7%) compared to the previous year.

Our total net cash balance as at 31 March 2023 increased to HK$273.3 million (2022: HK$194.2
million) with net cash generated from operating activities (less the payment of lease liabilities and
interest) for the Financial Year increasing significantly by HK$419.3 million to HK$144.6 million
largely through cost structure optimization, gross margin expansion and management of inventory
on hand.

1) Rigor in adopting zero-based budgeting practices, centralising cost centres to enhance
economies of scale and drive cost optimization and negotiating fair rent on lease renewals,
has led to a significant improvement in operating costs efficiencies during the Financial Year.

2) Adopting disciplined category management practices, adding to the exclusive brand portfolio
and discontinuing less popular and unprofitable lines led to an improvement in gross margin
that continued throughout the Financial Year from 35.5% in the first quarter to 43.5% in the
fourth quarter.

3) Proactively managing inventory, striking a balance between holding sufficient inventory taking
into account Covid-19 impacted delivery lead times to ensure adequate stock during peak
periods, and the cost of investing in inventory, has led to a reduction in the inventory balance
at the year-end. As at 31 March 2023, the Group’s inventory was HK$669.5 million,
representing a decrease of HK$78.5 million as compared to 31 March 2022, while inventory
turnover days was 116 days representing a decrease of 11 days. The Group is increasingly
laser-focused on managing product categories, to ensure it introduces trending products and
grows category share reinforcing its position as a one-stop beauty specialty platform.

Basic earnings per share amounted to 1.9 HK cents (2022: basic loss per share of 11.1 HK cents).
Given the Group has only just emerged from the challenges brought about by the pandemic in the
core markets where the Group operates, the Board does not recommend the payment of a final

dividend for the Financial Year in accordance with the Group’s policy to pay dividends out of profits
and for the reason of responsible risk management (2022: Nil).

1. HONG KONG & MACAU SARs

MARKET OVERVIEW

CHART 2: GDP / Retail Sales / Medicines and Cosmetics Sales in F23 (year-on-year change)

. Medicines and
Market Change CR;eE)tZ Retaghiarglez Cosmetics Sales
9 9 change
Hong Kong SAR
+0.08% +6.9% +11.6%
(Apr 2022 — Mar 2023)
Macau SAR
-14.9% -14.6% -9.1%
(Apr 2022 — Mar 2023)

Source: Corresponding governments’ statistics bureaus
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CHART 3: Mainland Tourist Arrivals in Hong Kong SAR (in thousand)

1,966
1,108
280
4 14 35 40 48 47 58 66 35 .
R — — — — | | —
Apr-22 May Jun Jul Aug Sep Oct Nov Dec Jan-23 Feb Mar
Source: Hong Kong Census and Statistics Department & Hong Kong Tourism Board

CHART 4: Mainland Tourist Arrivals in Macau SAR (in thousand)

1,242

991 1,004
545 538 503 519
336 290 320 337
Apr-22 May Jun Jul Aug Sep Oct Nov Dec Jan-23 Feb Mar

Source: Government of Macao Special Administrative Region Statistics and Census Service

CHART 5: HK & Macau SARs Turnover (Online and Offline Channels)

Offline Sales Online Sales
HK$2,373.3M HK$230.5M
(91.1%) (8.9%)

Total Online and Offline Sales in Hong Kong and Macau SARs amounted to HK$2,603.8 million
accounting for 74.4% of total Group sales for the Financial Year, and growing at 8.7% for the

Financial Year. Within this sales in Hong Kong SAR grew at 18.4% while Macau SAR decreased
by 13.2%.
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OFFLINE SALES — HONG KONG & MACAU SARs

Hong Kong and Macau SARs is the Group’s largest region by turnover
Offline Sales in the fourth quarter increased 60.1% despite pandemic and
social distancing in the first nine months suppressing the overall
performance for the Financial Year

Hong Kong and Macau SARs

CHART 6 CHART 7
Same Store Sales Performance Offline Sales Performance
(YoY) , (YoY) .
+59.7% +60.1% |
i i 33.5%
i +13.5% ' 0
-1.0% i I -8.5% i +2’6
E l: Recovery compared
Q1-Q3 Q4 F22/23 Q1-Q3 Q4 + F22/23 to F18/19

Offline Sales in Hong Kong and Macau SARs increased by 7.3% to HK$2,373.3 million for the
Financial Year, while same store sales increased by 13.5%.

For the first three quarters of the Financial Year, HK and Macau SARs sales performance was held
back by the tough market conditions brought about by Covid-19 and social distancing measures,
which severely impacted consumer sentiment and Offline Retail in general. The closure of
boundaries with Mainland China, in particular, dented visitor arrivals from Mainland China, which
remained low and insignificant (see CHART 3 and CHART 4 above). For the nine-months ended
31 December 2022, Offline Sales in Hong Kong and Macau SARs decreased by 8.5% to
HK$1,560.5 million compared to the previous period, while same store sales decreased by 1.0%.
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Improving local consumer spending power and product category needs
providing solid base for growth in Hong Kong SAR

Hong Kong SAR

CHART 8 CHART 9
Same Store Sales Performance Offline Sales Performance
(YoY) , (YoY) ,
+59.3% | e
99.3% : +55.6% !
L +26.6% E 30.2%
+15.7% i v +17.4%
i +5.4% .
i i Recovery compared
Q1-Q3 Q4 v F22/23 Q1-Q3 Q4 v F22/23 to F18/19

For the first three quarters of the Financial Year, prior to the boundary reopening, sales to local
consumers accounted for 95% of our Offline Sales in Hong Kong SAR growing by 3.0% as
compared to the same period in the previous financial year. Following the return of tourists in the
fourth quarter, despite local sales mix reducing to 75%, growth of sales to local consumers grew by
19.7% compared to the same period in the previous year that was heavily impacted by the fifth
wave of Covid-19 in Hong Kong SAR.

The Hong Kong SAR Government continued with the Consumption Voucher Scheme (“CVS”) in
April, August and October 2022 to bolster local consumer spending. While we are seeing the
positive impact of such scheme to local retail spending diminishing with each time as the amount of
the CVS reduces, it is a welcome jolt to local retail.

The Group leveraged the gradual improvement in local consumer sentiment during the Financial
Year and the CVS by refreshing the brand and product mix and launching effective theme-based
promotions contributing to Hong Kong SAR same store sales growth of 15.7% for the first three
quarters.

The Group further bolstered sales growth throughout the Financial Year by targeting trending
product categories. During the first three quarters, PPE including protective masks and Rapid
Antigen Test (“RAT”) test kits, was a core product category, while following the change in social
distancing measures, demand for such products reduced sharply, and demand for make-up, colour
cosmetics and fragrance moved swiftly upwards.

Re-opening of boundaries with Mainland China and relaxation of social
distancing in the fourth quarter

Covid-19 pandemic measures in Hong Kong SAR were eased on 8 January 2023 with partial
resumption of cross-boundary travel between Hong Kong SAR and Mainland China while
boundaries were fully free of restrictions from 6 February 2023. Hong Kong SAR reported 0.3
million, 1.1 million and 1.9 million tourist visits in January, February and March 2023, respectively.
While Covid-19 remains, consumers are adapting to the new norm and sentiment towards Covid-
19 has somewhat relaxed.

Similarly, Macau SAR reduced the requirement of visitors to provide a negative polymerase chain
reaction (“PCR”) test within 24 hours of arrival to 72 hours of arrival with effect from 19 December
2022, and further removed the requirement for Hong Kong residents on 23 December 2022 and
then for Mainland residents from 8 January 2023.
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Following the relaxation of these measures, and hence reopening of boundary with Mainland
China, Offline Sales in Hong Kong and Macau SARs in the fourth quarter ended 31 March 2023
increased 60.1% year-on-year and 41.1% as compared to the previous quarter. Sales mix of
Mainland Chinese tourists in Hong Kong and Macau SARSs recovered to 41.1% in the fourth
guarter which compares with approximately 70% during the pre-pandemic period.

Accelerated growth in Hong Kong SAR driven by tourism

For the fourth quarter ended 31 March 2023, benefiting from the return of the Mainland Chinese
tourists, Offline Sales in Hong Kong SAR increased by 55.6% year-on-year or 25.1% compared to
the previous quarter ended 31 December 2022. Compared with the same period of the pre-
pandemic period, turnover has recovered to approximately 40%.

We expect the return of Mainland China tourists to continue at a gradual pace as the Mainland
China economy also emerges from the pandemic, consumer spending power recovers and people
begin to travel once again. This will have an ongoing positive impact on our performance in Hong
Kong SAR as it ranks consistently within the top holiday destinations for Mainland Chinese while
beauty products also feature high on their travel shopping basket.

On the other hand, with open boundaries, we have also seen a sharp increase in outbound travel
from Hong Kong residents during long holiday stretches such as Christmas 2022 and New Year
2023, Chinese New Year 2023 and Easter 2023. Outbound travel numbers as reported by the
government of the Hong Kong SAR for these holiday periods were approximately 0.50 million, 0.05
million, 0.45 million and 0.40 million, respectively. It is clear that sales to local customers are
significantly impacted by changing policy measures and that there is a period of adaptation and
transition as the economy rebalances move towards a new norm.

Macau SAR

CHART 10 CHART 11
Same Store Sales Performance Offline Sales Performance

(YoY) . (YoY) .
+60.7% E +70.5% E 47 2%
-33.2% | 12.8% -35.2% L _13.2%
Recovery compared
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Rapid return of Mainland Chinese tourists to Macau SAR driving sales growth in the fourth
quarter

Macau SAR has a population of approximately 0.67 million as of 31 March 2023 and its economy
relies on tourism and its status as Asia’s gaming hub. During the first three quarters, Macau SAR
was impacted by intermittent Covid-19 outbreaks which led to a tightening of social distancing
measures including quarantine for inbound tourists. Accordingly, the number of inbound Mainland
Chinese visitors was significantly reduced compared with that of pre-pandemic period, see CHART
4. Consequently, Offline Sales in Macau SAR during the Financial Year declined by 13.2% to
HK$636.4 million, with same-store sales decreasing by 12.8%.
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Following a relaxation of social distancing measures from December 2022, we saw a rapid return
of Mainland Chinese tourists to Macau SAR and at a much faster pace compared with Hong Kong
SAR. Sales for the fourth quarter increased 70.5% year-on-year to or an increase of 93.8%
compared to the previous quarter and representing a recovery of approximately 77% compared to
the pre-pandemic period.

We currently operate nine stores in Macau SAR and eight are located in key tourist locations.
These are of a larger format allowing for a larger handling capacity.

Store network strategy — Positioning store network for market recovery

Offline Sales in Hong Kong SAR increased by 17.4% during the Financial Year, while same store
sales increased by 26.6% despite a net decrease of six stores to 70 as at 31 March 2023. The
Group successfully generated same store sales growth in Hong Kong SAR throughout the first
three quarters of the Financial Year prior to reopening of boundaries, which then spiked at 59.3%
for the fourth quarter due to a return of tourism.

The stickiness of our loyalty program, particularly in respect of local consumers, driven by Sa Sa’s
team of professional in-store beauty consultants is one of the core reasons the Group can deliver
same store sales growth and overall sales growth from less stores. This provides much more
attractive unit economics in terms of both rental and frontline staff cost efficiency.

In accordance with our network strategy, during the Financial Year, 11 expiring leases in prime
tourist districts in Hong Kong SAR with heavy foot traffic were renewed, while two stores were
closed. Renewals tend to result in less initial capex spending and hence related depreciation in the
future. In addition, the Group relocated two stores in a residential area in Hong Kong SAR and one
in Macau SAR. The Group is on the lookout for stores of the right-size located in local areas and
also heavy footfall stores in core tourist districts in Hong Kong SAR that complement our existing
store network, and which make economic sense. Collectively, these initiatives will further optimise
our retail network and position Sa Sa to benefit as the market continues to recover.

Core tourist districts in Hong Kong SAR remain Tsimshatsui, Mongkok, Causeway Bay and cross-
boundary travel hubs at West Kowloon station and Lok Ma Chau station. As at 31 March 2023, the
Group had a total of 26 stores located in core tourist areas in Hong Kong and Macau SARs (pre-
pandemic period: 46 stores). By the fourth quarter of the Financial Year, our tourist sales mix in
total was 43.3% compared with 70% in the pre-pandemic period giving confidence over the future
growth trajectory. Post end of the Financial Year, the Group signed 3 new leases with 2 in core
tourist districts in Hong Kong SAR. The new stores will be opened for business in the first quarter
of the new financial year.

ONLINE SALES — HONG KONG & MACAU SARs

CHART 12 CHART 13
Group’s online turnover Online turnover of different regions
HK$ YoY
- 0
Southeast Asia Others 13.5%
HK$72.0M HK$4.6M
(12.0%) (0.7%)
-33.4%
+26.4%
HK & Macau SARs " Mainland China
HK$230.5M HK$294 9M +9.0% .
(38.3%) (49.0%) +0.7%
HK & Macau Mainland  Southeast
SARSs China Asia Others Total
F22/23 F21/22
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Sa Sa online penetration rate in Hong Kong and Macau SARs increased from
0.1% pre-pandemic to 8.9% for the Financial Year

Total online sales in Hong Kong and Macau SARs through our own channels and third-party
platforms increased by 26.4% year-on-year to HK$230.5 million, accounting for 38.3% of the
Group’s total online sales. Consumer adoption of new retail formats and growth of online sales in
Hong Kong and Macau SARs continued to accelerate at pace. Our online penetration has
improved rapidly since pre-pandemic period with online sales mix as a percentage of total sales in
Hong Kong and Macau SARs for the Financial Year increasing to 8.9% from 7.6% in the previous
year. Online sales in Hong Kong and Macau SARs recorded a profit of HK$11.6 million for the
Financial Year (2022: HK$15.0 million).

Apart from own managed channels, the Group is also present on third-party platforms, such as
HKTV Mall, and continues to explore new retail models. Although still in its infancy, the Group’s
online-merge-offline (“OMQ”) strategies are contributing towards online sales growth and the
Group is looking to accelerate its OMO development over the next financial year. Buy online pick-
up in store (“BOPIS”) is proving to be a popular route-to-consumer where customers can also
experience the comprehensive and caring services provided by our professional beauty
consultants when they pick up the products in person and receive a truly seamless OMO
experience.

The engagement between professional beauty consultants and customers has been extended to
online channels where customers can contact our professional beauty consultants and the Group
is looking to enhance its Customer Relationship Management (“CRM”) program and CRM
infrastructure going forward to be able to provide a more personalised omni-channel shopping
experience.

2. MAINLAND CHINA

CHART 14: Mainland China Turnover (Online and Offline Channels)

Offline Sales Online Sales
HK$225.2M HK$520.1M HK$294.9M
(43.3%) (56.7%)

Mainland China severely hampered by Covid-19 outbreak and social distancing
measures

Mainland China endured a tumultuous year, virtually the world's last outpost until Covid-19 began to
rear its head in April 2022. At first limited to a few cities, it gradually appeared across the country.
Strict social distancing and quarantine policies were adopted in response until December 2022, when
social distancing measures were relaxed.
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OFFLINE SALES — MAINLAND CHINA

Mainland China

CHART 15 CHART 16
Same Store Sales Performance* Offline Retail Sales Performance*
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*In local currency

Pandemic outbreaks in various parts of Mainland China period lowered foot traffic in our retail
stores and prompted lockdowns in affected cities and towns in more severe cases. For the first
three quarters, there was a total of 758 lost operating days across our store network due to
guarantine.

Market As of 31 Mar 2022‘ Opened‘ CIosed‘ As of 31 March 2023

Mainland China 77‘ ‘ 40‘ 37

In light of the uncertainty at that time and significant reduction in foot traffic, the Group took a
decision to reduce losses, conserve cashflow and retain strength for a recovery down the road. In
line with this strategy, the total number of stores in Mainland China was rationalised and reduced
by 40 to 37 as at 31 March 2023.

For the fourth quarter, Offline Sales in Mainland China recovered to HK$61.5 million, an increase of
32.7% (in local currency) versus the previous quarter demonstrating a gradual and marginal
recovery as Mainland China emerged from the pandemic. Same store sales growth for the fourth
guarter was 5.1% (in local currency) as operating efficiencies and stickiness of our membership
program kicked-in. While it will take time for consumer sentiment to improve, this is an encouraging
step.

Overall, Offline Sales for the Financial Year was HK$225.2 million, a decrease of 22.9% in local
currency compared to the previous year, while same store sales decreased to a lesser extent by
11.6%. The Group’s loss in Mainland China for the Financial Year decreased by 69.2% to HK$44.5
million compared to the previous year with the loss in the second half of the Financial Year
narrowing significantly to HK$0.9 million from HK$43.6 million in the first half of the Financial Year.
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ONLINE SALES — MAINLAND CHINA

The majority of our online sales in Mainland China is conducted via a cross-boundary model on the
Group’s Wechat mini-store and third-party platforms.

Online sales in Mainland China decreased by 33.4% to HK$294.9 million for the Financial Year and
was 56.7% of total sales in Mainland China. Online sales in Mainland China significantly continues
to contribute the highest to the Group’s total online sales at 49.0%, but this has decreased
significantly from 63.6% in the previous financial year due to Covid-19 disruptions in Mainland
China and Hong Kong SAR online sales growing significantly.

The first half of the Financial Year saw Covid-19 severely disrupting cross-boundary logistics
arrangements into Mainland China, including restocking of our third-party warehouses and direct
delivery to customers, disproportionately affecting cross-boundary merchants. The delays in
delivery resulted in a spike in order cancellations and sales returns during the first half of the
Financial Year depressing the Group's online sales performance. Restrictions were also introduced
restricting the import of fragrances, which we were unable to sell between October 2022 to
February 2023.

Key online shopping festivals including 618, double 11 and double 12 in June, November and
December respectively, were severely challenged given Covid-19 impact on the economy.
Unhealthy price competition became a theme as brands and retailers sought to deplete inventories.
The Group also reduced inventories but also strived to avoid excessive price competition and this
challenged topline growth but reduced losses.

With social distancing measures relaxed by the fourth quarter, logistics challenges began to ease.
It will, however, take time for consumer sentiment to recover, to re-engage with customers and for
customers to rebuild confidence in cross-boundary delivery.

Due to these factors, the Group’s online business in Mainland China recorded a loss of HK$28.0

million for the Financial Year. However, cost control measures and margin management policies
meant a turnaround from loss to a marginal profit of HK$2.7 million by the fourth quarter.

3. SOUTHEAST ASIA

OFFLINE SALES - SOUTHEAST ASIA

CHART 17: GDP / Retail Sales / Medicines and Cosmetics Sales in F23 (year-on-year change)

GDP Retail Sales Col\gemdéﬁtnseéggg
Market Change Rate Change
change
Malaysia
+8.7% +14.7% Note 1
(Apr 2022 — Mar 2023)
The Philippines +13.8%
+13.5% Note 1
(Jan — Dec 2022) Note 2
Singapore +16.4%
+8.9% +11.6%
(Apr 2022 — Mar 2023) Note 3
Note:

1. No cosmetics retail sales statistics are provided by the governments of Malaysia and the Philippines.

2. Thisis the figure of Retail and Wholesale Trade since there was no individual figures for wholesale or retail provided by the
government of the Philippines.

3. “Cosmetics, Toiletries and medical goods” as classified by the govermment of Singapore.
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Our offline presence in Southeast Asia is through a network of 70 stores in Malaysia (2022: 72). 1st
April 2022 marked the beginning of the transition to the post pandemic economy for Malaysia. A
new set of standard operating procedures was introduced by the Malaysian government, and
restrictions on the opening hours of retail shops were removed, interstate travel was allowed and
fully vaccinated overseas visitors could enter Malaysia without quarantine. GDP growth for the
Financial Year was 8.7% reflecting the positive outcomes for the economy from this policy
relaxation.

CHART 18: Turnover of Southeast Asia (Online and Offline Channels)

Online Sales

\

HK$72.0M
$ Offline Sales
19.49
( %) HK$300.0M
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*In local currency
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Offline Sales in Malaysia increased significantly by 64.9% in local currency to HK$300.0 million for
the Financial Year, while same store sales increased by 34.3%.

Market As of 31 Mar 2022‘ Opened‘ Closed‘ As of 31 Mar 2023

Malaysia ‘ 72‘ 4‘ 6‘ 70

During the worst of the Covid-19 outbreak in Malaysia, the Group aggressively trimmed operating
costs and increased productivity and hence was well placed to act with agility and took advantage
of the government's policy relaxation. While sales continued to recover during the Financial Year,
the Group kept operating costs low, resulting in a profit of HK$22.9 million in Malaysia during the
Financial Year compared to a loss of HK$7.5 million in the previous financial year.

The business unit has been actively progressing the Group’s ethos of “building brands” and
collaborated with brand partners during the Financial Year to operate pop-up sales events in
trending malls, for example, Mercedes-Benz Parfum “Celebrate Together” Christmas Roadshow
held at Sunway Pyramid from 6 to 11 December 2022 and, “Sa Sa Scent Sensation Fragrance
Roadshow” held at 101 City Mall from 6 to 12 March 2023 and again at Mid Valley from 8 to 14 May
2023. For these events, the Group partnered with multiple brands such as Marc Jacobs, Hugo
Boss, Calvin Klein, Davidoff, MCM, Versace, Marina de Bourbon, Mercedes-Benz Parfum, etc. The
roadshows helped to drive awareness for the brands involved and Sa Sa, and also resulted in
direct sales.

ONLINE SALES - SOUTHEAST ASIA

Our online presence in the region is mainly through two third-party platforms, Shopee and Lazada,
reaching Singapore, Malaysia and the Philippines. The Group had been consistently ranked
number one on both platforms in Singapore and Malaysia among cross-border merchants in the
beauty and health category. Total online sales in Southeast Asia amounted to HK$72.0 million for
the Financial Year growing at 9.0%.

OTHER JURISDICTIONS

The Group’s online sales in markets outside Hong Kong SAR, Macau SAR, Mainland China and
Southeast Asia are conducted via online third-party channels and an international website, which
are currently at a preliminary stage.
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FUTURE OUTLOOK
Sustainable profits and long-term growth

The Group adopted a mindset of achieving sustainable profit in spite of the tough operating
environment during the first nine-months of the Financial Year and took measures to lower the
breakeven point significantly. This included adoption of zero-based budgeting practices and tighter
working capital management policies to navigate through the headwinds. These initiatives remain
in place and enhance the Group’s competitiveness and ability to be more resilient and achieve
sustainable business growth as tourists return.

The Group continued to streamline its physical store network and negotiate fair rent on lease
renewals during the Financial Year. The Group also minimised unnecessary and non-productive
expenses to reduce fixed costs of our offices and stores. The Group implemented a series of
initiatives to optimise its operations including acceleration of digitalisation, optimise people
structures and enhance operational efficiency. One such initiative is the creation of Centres of
Excellence to centralise administration and management functions while expediting the progress of
digitalisation.

As at 31 March 2023, the Group’s net cash (after deducting utilised bank borrowings) increased by
HK$79.0 million to HK$273.3 million. With further unutilised banking facilities of approximately
HK$240.2 million, the Group has adequate funding for its operating needs. In addition, Dr Kwok
Siu Ming Simon and Dr Kwok Law Kwai Chun Eleanor, the executive directors and controlling
shareholders of the Company, continue to make a revolving loan facility of up to HK$200.0 million
available to the Group thereby strengthening the Group's financial position, as well as
demonstrating the support from the controlling shareholders and their confidence in the long-term
prospects of the Group’s business.

Hong Kong and Macau SARs

Tourist traffic is so far concentrated in our stores in traditional core tourist areas of Tsimshatsui,
Causeway Bay and Mongkok as well as cross-boundary travel hubs at West Kowloon station and
Lok Ma Chau station and has yet spread to other areas. The Group currently has 26 stores (pre-
pandemic period: 46 stores) in core tourist areas in Hong Kong and Macau SARs.

Our tourist sales mix in the fourth quarter of the Financial Year in total was 43.3% compared with
70% in the pre-pandemic period. This recovery in tourist traffic in core tourist areas gives
confidence over the future growth trajectory.

The Group is actively increasing its store network with focus turning to tourist locations, contingent
upon the availability of reasonable rental rates. Post year-end we signed a total of 3 new leases
with 2 in tourist areas taking our portfolio in the region to 82 stores.

The return of Mainland Chinese tourists has been much more pronounced in Macau SAR with
sales recovering to approximately 77% of pre-pandemic levels during the fourth quarter and we
expect that market to fully recover eventually.

The Group has been preparing for the boundary reopening adopting agile management practices
including, extending store opening hours, refreshing the product mix, flexibly adjusting frontline
staff deployment and inventory to cope with the increasing demand after tourists return.

Aside from tourists, the Group will continue to look to better serve local customers by optimising its
product portfolio to address customer preferences and the latest market trends.

While there will be investment in frontline staff and new leases, the Group expects its operations to
be margin accretive over the next financial year as it leverages cost efficiencies. The Group will
aim to reduce the ratio of rent to revenue, control the cost effectiveness continuously, enhance the
operation efficiency of our stores and raise the ability of the Group to earn profits for our
shareholders over the long term.
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With the relaxation of social distancing measures, we are seeing the growing importance of offline
in Hong Kong SAR. The experience of trialing new products online is more engaging in the offline
environment, and hence the focus for the Group’s online business going forwards will be to: (i)
raise customer loyalty: significantly raising repeat purchase rate and active members; (ii) create an
online community: promoting online user generated product reviews; (iii) promote exclusive
brands: which can only be purchased from Sa Sa in the region; and (iv) accelerate OMO initiatives
to leverage the offline store network and the customer base.

Fostering the development of OMO is embedded within our strategy. The Group will continue to
promote and leverage the popularity of BOPIS, engage consumers with related promotions and
build a holistic shopping experience. As far as BOPIS is concerned, the Group has innovated new
packaging that will significantly reduce both our carbon footprint and the size of packaging for pick-
up in store. In so doing, it will reduce the in-store space required to hold these packages and
increase capacity to provide this service. The Group will also continue to provide industry-leading
training to frontline professional beauty consultants strengthening our competitive edge.

To cater for the trend of livestreaming in the region that tends to attract younger consumers, the
Group will explore collaborations that will drive profitable sales.

Mainland China

Mainland China remains a core focus of the Group’s long-term strategy. Clear of market
uncertainty caused by the Covid-19 social distancing policy, the Group is how able to conduct
business under normal plannable operating conditions. The Mainland China economy is emerging
from Covid-19 and consumer sentiment is gradually improving, while the Group is closely
monitoring the market conditions to align its strategy.

In order to improve the Group’s competitiveness in Mainland China, the Group will focus around
exclusive brands and invest to increase the product assortment.

In sync with the offline business, the online business will also focus resources around the Group’s
exclusive brands where it has the right to win, is able to build brand loyalty and can avoid direct
price competition. While technically online allows the Group to provide an “endless aisle”, the
Group will explore how it manages Group inventory in the region to enhance efficiencies and
reduce inventory holding costs.

The integration of online and offline in the retail industry is accelerating, which presents huge
opportunities. The Group is focused on advancing its OMO strategy this coming financial year
integrating online platforms with the retail network to provide customers with an enhanced and
seamless shopping experience. For example, increasing awareness of our online channels in store
and allowing customers to browse product availability and order online.

One of the Group’s unique advantages is its team of trained professional beauty consultants that
provides industry-leading services. The Group will continue to leverage WeChat mini-programme
to connect Sa Sa’s beauty consultants with customers in Mainland China. With the return of and
gradual increase in Mainland China tourists visiting Hong Kong and Macau SARs, the Group is
actively promoting the WeChat mini-programme and mobile application, and seeking to connect
with these customers after they return to Mainland China to enable them to shop and purchase
online. The Group will leverage this team to further enhance its CRM program and drive OMO
opportunities. The Group introduced a new Skin Detection device in its Mainland China stores in
December 2022, which provides a personalized skin analysis report to customers via Wechat to
address their needs and digitally connect with them. This allows product recommendations to be
provided and brings closer the relationship between Sa Sa professional beauty consultants and
customers.

The Group has established a project team to enhance its CRM program through integrating
member pools from online and offline channels in Hong Kong and Macau SARs as well as
Mainland China, to better position ourselves to track consumer preferences and shopping
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behaviour, where permission is granted and in accordance with the law, through data collected and
analysis, and leverage digital marketing tools to provide personalised recommendations and
targeted marketing campaigns. These initiatives will enhance customer loyalty and repurchase rate
to achieve higher return on marketing investments. Through the data collected over time, the
Group will enhance labelling and provide personalised product recommendations to further
enhance customer experience. While this is in its infancy, we are seeking to leverage our CRM and
communicate with customers with a view to increasing member activity and raising customer
lifetime value.

One of the Group’s core strategic pillars is to enhance and nurture a portfolio of brands. To this
end the Group will invest in exclusive products, strengthening promotion on popular social media
platforms and digital channels, enhancing brand image and highlighting product features,
collaborating with influencers to promote and increase brand awareness, and credibility among
target consumers. The Group will launch online brand flagship stores for selected exclusive
brands, which will increase market awareness and allow for tailored brand management and sales
penetration. While customer acquisition remains important, exclusive brands will better enable the
Group to maintain customer loyalty. The Group will also focus on fostering an online Sa Sa
community sharing user experience and promoting user product reviews, interacting with
consumers to strengthen word-of-mouth marketing.

The Group will continue to optimize website and mobile application design to enhance the
customer shopping experience, improve the user journey, shorten the time and clicks required to
locate desired products and complete purchase.

Southeast Asia

Compared to pre-Covid, the Group is operating 11 less stores at 70 stores while delivering 85% of
pre-Covid sales. As offline operations in Malaysia have stabilised over the past twelve months the
Group is on the lookout for possible new store openings that will add to the Group’s store portfolio
and enable the Group to grow further. The Group is also actively seeking to open one or two
flagship stores in Singapore to complement the Group’s online presence in the region.

The Malaysian economy has been facing some macro headwinds, (i) the national minimum wage
was raised by 25% to RM1,500 per month from 1 May 2022, which impacts directly Sa Sa’s labour
cost which will in turn fuel increases in other costs; (i) a weak Malaysia Ringgit; and (iii) in
November 2022, Bank Negara raised the overnight policy rate (‘OPR”) by 25 basis points to
2.75%, the fourth increase in a year. Accordingly, Malaysian households faced reduced purchasing
power due to higher monthly loan repayments while consumer spending is driven by higher
expenditure on transport, housing, and utilities.

The main challenge for the local economy is the rising cost of living for consumers. The Group will
continue to stay relevant by launching products and promotions to adapt to changing market
conditions and consumer preferences. Fragrance and make-up are two strong categories for
Malaysia, and the Group will be stepping up its brand and product assortment this coming financial
year, particularly to enhance its exclusive brand portfolio in this market.

Moving into the new financial year, the Group will continue to focus on Shopee and Lazada online
market places to grow its revenue. While the Group is market leading in Singapore and Malaysia
among cross-border merchants in the beauty and health category, there is still room to grow in the
Philippines while the Group has added Thailand in the new financial year, as well as launching on
Zalora. The key advantage of third-party platforms lies in their capability to drive traffic, leveraging
their popularity and reputation to maximise market exposure and expand its customer base. While
price competition in online is fierce, the Group will be looking to separate itself from the competition
by improving service levels, providing tailored product offerings by leveraging CRM and
strengthening brand relationships to build a portfolio of exclusive brands and unique product
offerings.
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Other Jurisdictions

The Group leverages existing infrastructure and collaboration mainly with third-party ecommerce
platform, Amazon.com, to reach ethnic Chinese community living abroad in Australia, New Zealand
and the North America, with whom the Sa Sa brand carries brand awareness. Average order value
for these jurisdictions tends to be much higher to cover the cost of delivery while customer loyalty
is also proving to be sticky. Sales growth is expected to be steady yet marginally profitable.

FY2023/24 Q1 Sales Data

For the first quarter from 1 April to 11 June 2023, the Group’s total turnover increased by 31.9%
compared to same period of last year. Online and Offline Sales, as well as year-on-year changes
of turnover of different regions are shown in the table below:

HK$ Million
Offling Online Turnover| Year-on-year % of Group
change Turnover
HK & Macau SARs $664.8 $37.4 $702.2 +51.2% 82.6%
Mainland China $37.8 $38.9 $76.7 -27.0% 9.0%
Sotheast Asia $56.5 $12.9 $69.4 -7.6% 8.2%
Others - $2.0 $2.0 +3,570.0%) 0.2%
Total $759.1 $91.2 $850.3 +31.9% 100.0%

Human Resources

As at 31 March 2023, the Group had approximately 2,600 employees. The Group’s staff costs for
the year under review were HK$661.9 million. Details on our human resources initiatives, training
and development will be set out in the environment, social and governance report and the
enterprise risk management report sections of the annual report for the year ended 31 March 2023.

Financial Review
Capital Resources and Liquidity

As at 31 March 2023, the Group’s total equity amounted to HK$1,041.2 million including reserves
of HK$730.9 million. The Group continued to maintain a strong financial position with working
capital of HK$404.9 million that included net cash and bank balances of HK$273.3 million, while
unutilised banking facilities were approximately HK$240.2 million. In addition, a revolving loan
facility of up to HK$200 million was also made available to the Group on 31 March 2022 by Dr
Kwok Siu Ming Simon and Dr Kwok Law Kwai Chun Eleanor, the executive directors and
controlling shareholders of the Company. The facility has further strengthened the Group’s financial
position, demonstrating the support from the controlling shareholders and their confidence in the
long-term prospects of the Group’s business. After taking into account the anticipated cash inflow
from operations and the continued availability of the Group’s banking and shareholder loan
facilities, the Group has adequate liquidity and financial resources to meet its working capital
requirements and operating needs in the next twelve months from the balance sheet date.

During the Financial Year, the majority of the Group’s cash and bank balances were in Hong Kong
dollar, Malaysian Ringgit, Renminbi, US dollar and Macau Pataca, and deposited in reputable
financial institutions with maturity dates falling within a year. This is in line with the Group’s treasury
policy to maintain liquidity of its funds and continue to contribute a relatively stable yield to the
Group.
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Financial Position

Total funds employed (representing total equity) as at 31 March 2023 were HK$1,041.2 million,
representing a 5.9% increase over the funds employed of HK$982.9 million as at 31 March 2022.

The gearing ratio, defined as the ratio of total borrowings to total equity, was 2.9% as at 31 March
2023 (31 March 2022: 10.4%).

Treasury Policies

It is the Group’s treasury management policy not to engage in any highly leveraged or speculative
derivative products. In this respect, the Group continued to adopt a conservative approach to
financial risk management. Most of the assets, receipts and payments of the Group are denominated
either in Hong Kong dollar, US dollar, Euro, Renminbi or Malaysian Ringgit. Based on purchase
orders placed, the Group enters into forward foreign exchange contracts with reputable financial
institutions to hedge against foreign exchange exposure arising from non-Hong Kong dollar or non-
US dollar denominated purchases. These hedging policies are regularly reviewed by the Group.

Charge on Group Assets

As at 31 March 2023, land and buildings with carrying value amounted to HK$100.6 million (31 March
2022: HK$106.1 million) was pledged for banking facilities made available to the Group.

Contingent Liabilities
The Group had no significant contingent liability as at 31 March 2023.
Capital Commitments

As at 31 March 2023, the Group had total capital commitments in respect of acquisition of property,
plant and equipment of HK$4.2 million.

FINAL DIVIDEND

The Board has not recommended the payment of a final dividend for the year ended 31 March
2023 (2022: Nil).

REVIEW OF ANNUAL RESULTS

The audit committee of the Company has reviewed the accounting policies adopted by the Group
and the annual results for the year ended 31 March 2023. The figures in respect of the preliminary
announcement of the Group’s results for the year ended 31 March 2023 have been agreed by the
Group’s auditor, PricewaterhouseCoopers, to the amounts set out in the Group’s audited
consolidated financial statements for the year. The work performed by PricewaterhouseCoopers in
this respect did not constitute an assurance engagement in accordance with Hong Kong Standards
on Auditing, Hong Kong Standards on Review Engagements or Hong Kong Standards on
Assurance Engagements issued by the Hong Kong Institute of Certified Public Accountants and
consequently no assurance has been expressed by PricewaterhouseCoopers on this preliminary
announcement.
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BUY-BACK, SALE OR REDEMPTION OF SHARES

During the year ended 31 March 2023, there was no buy-back, sale or redemption of the
Company’s listed securities by the Company or any of its subsidiaries.

CORPORATE GOVERNANCE

The Company believes that its business can only be sustainable and beautiful to its stakeholders in
the broadest sense when guided by a strong corporate governance culture. The Company is
committed to maintaining high standards of corporate governance and strives to integrate the
principles of good corporate governance practices into our operations, making corporate
governance part of our culture.

Compliance with the Corporate Governance Code (“CG Code”)

Throughout the year ended 31 March 2023 and up to the date of this announcement, we have
complied with all but one of the code provisions under the CG Code.

Code Provision C.2.1

The roles of chairman and chief executive should be separate and should not be performed by the
same individual under code provision C.2.1 of the CG Code. We have deviated from the code in
that Dr KWOK Siu Ming Simon is both the chairman and CEO of the Company. The division of
responsibilities between the two roles are, however, clearly established and set out in writing in the
respective terms of reference for the chairman and the chief executive officer. Dr Kwok, being one
of the founders of the Group, has superior knowledge of our business and is a veteran of the retail
industry. The Board is therefore of the view that vesting the roles of chairman and chief executive
officer in the same person facilitates the execution of the Group’s business strategies and
maximises the effectiveness of our operations. We will, nevertheless, periodically review the
Board’s structure going forward in light of the evolving needs of the Group and consider
segregation of the two roles if and when appropriate.

Model Code for Securities Transactions by Directors of Listed Issuers
(“Model Code”)

We have adopted our own model codes regarding securities transactions by directors and
relevant employees on terms no less exacting than the required standard set out in the Model
Code for Securities Transactions by Directors of Listed Issuers as set out in Appendix 10 to the
Listing Rules. Our model codes are extended to certain “relevant employees” who, because of
their office or employment, are likely to possess inside information in relation to the Company or
its securities. We have received confirmation from all Directors and relevant employees that they
have complied with the Company’s model codes throughout the period under review.

The annual report of the Company for the year ended 31 March 2023 containing more information
on its corporate governance practices will be dispatched to the shareholders on or around
Wednesday, 19 July 2023, and published on the respective websites of Hong Kong Exchanges
and Clearing Limited and the Company in due course.
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CLOSURE OF REGISTER OF MEMBERS

For the purpose of determining shareholders’ eligibility to attend and vote at the forthcoming AGM
to be held on Thursday, 24 August 2023, the Register of Members of the Company will be closed in
accordance with the following timetable:

For determining shareholders’ eligibility to attend and vote at the AGM:

e Latest time to lodge transfer documents for 4:30 p.m. on Friday, 18 August 2023
registration

o Closure of Register of Members Monday, 21 August 2023 to
Thursday, 24 August 2023
(both dates inclusive)

e Record date Thursday, 24 August 2023

During the above closure period, no transfer of shares will be registered. To be eligible to attend
and vote at the AGM, all valid documents for the transfers of shares accompanied by the relevant
share certificates must be lodged with the Company’s Branch Share Registrar at 17/ F, Far East
Finance Centre, 16 Harcourt Road, Admiralty, Hong Kong for registration not later than the time set
out above.

On behalf of the board of directors, | would like to extend my thanks and appreciation to all our staff
for their hard work and commitment and to all of our customers, suppliers and shareholders for
their continued support.

By order of the board of directors
Sa Sa International Holdings Limited
KWOK Siu Ming Simon
Chairman and Chief Executive Officer

Hong Kong, 15 June 2023

As at the date of this announcement, the directors of the Company are:-

Executive Directors

Dr KWOK Siu Ming Simon, SBS, JP (Chairman and Chief Executive Officer)
Dr KWOK LAW Kwai Chun Eleanor, BBS, JP (Vice-chairman)

Ms KWOK Sze Wai Melody, MH

Mr HO Danny Wing Fi (Chief Financial Officer)

Ms KWOK Sea Nga Kitty

Non-executive Director
Ms LEE Yun Chun Marie-Christine

Independent non-executive Directors
Ms KI Man Fung Leonie, GBS, SBS, JP
Mr TAN Wee Seng

Mr CHAN Hiu Fung Nicholas, MH, JP
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