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On behalf of the Board of Directors, | am pleased to present
the Annual Report of the Company for the financial year ended
31 July 2006.

FINANCIAL RESULTS

The local economy for the past year continued to be sluggish
and uninspiring. This was caused primarily by rising fuel
prices and the fear of inflation resulting in weaker consumer
spending. Although consolidated revenue dipped slightly to
RM49.9 million compared to the previous year’s figure of
RM50.7 million, profit before tax dropped to RM5.9 million
which is lower than previous year of RM9.9 million by 40.4%.
This drop was caused by lower gross margin achieved and
high start-up costs incurred on marketing and promotion in
the United States. In tandem with the above, profit after tax
attributable to shareholders achieved was RM4.1 million as
compared to RM7.1 million.

DIVIDENDS

An interim dividend of 4% less tax and a final dividend of 3%
less tax for the previous year ended 31 July 2005 had been
paid on 15th August 2005 and 24th February 2006
respectively.

The Board has recommended the payment of a first and final
dividend of 4% less tax amounting to RM1,800,000 for the
financial year ended 31st July 2006 for the approval by the
shareholders at the forthcoming Annual General Meeting.
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REVIEW OF OPERATIONS
Apparels

On the local market, the underlying strength of our brands
continues to provide strong support in the face of weak
consumer demand. Local sales for apparels saw a slight
dip of about 4% to RM38.3 million. Margins also came under
pressure due to higher product costs. Steps will be taken
this year to improve margins by increasing selling prices and
improving on procurement strategies to reduce costs.

The Group’s consignment division which sells through
departmental stores saw a small growth of 7% despite
operating in a stagnant market. The Company expects further
growth in this division by opening more counters in choice
locations where our brands are not represented.

Last year, the Group acquired a U.S. brand called “UGP
Underground Products” which produces and markets extreme
sports and surf wear with the intention to break into the
competitive United States and other world markets. We have
carried out a re-branding and re-launching exercise since the
acquisition. We have also carried out various marketing and
promotion activities during the year including participation
in international trade shows like the Surf Show in Orlando,
Florida, Action Sports Retailer in San Diego, California and
Interbike in Las Vegas. We were very encouraged by the trade
enquiries and positive responses from participants at the
shows. The whole revamping exercise has taken us longer
than projected but we remain focused and confident in
achieving our objective in due course.

G.A. BLUE INTERNATIONAL BHD (570396-D)
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Gross export sales for the year have jumped 67% to RM6.2
million from the previous year of RM3.7 million and we expect
sales to improve further in the current financial year.

Manufacturing and Finishing

The sewing plant and specialized treatment and finishing
division which produces in-house brands for the Group,
achieved sales of RM9.7 million which is slightly higher than
that for the previous year of RM9.4 million. Pre-tax profit of
RM1.7 million for the division was maintained at previous
year’s level.
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weather challenging times during the last few years. Innovative
marketing strategies including more focused advertising and
promotion are required to put our brands on a higher profile
and to increase revenue.

Our decision to expand our business beyond the borders of
Malaysia is beginning to bear fruit. In view of this, the Board
expects the export market to spearhead the future growth
of the Group. Overall, barring unforeseen circumstances, the
Group expects to perform better in the current financial year.

APPRECIATION

On behalf of the Board, | wish to extend our deepest
appreciation to our business associates and customers for
their continued support. We also would like to thank the
management and staff of the Group for their team spirit,
dedication and commitment in carrying out their duties and
responsibilities.

Kan Ah Chun
Executive Chairman
1st December 2006
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