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Item 2.05 Costs Associated with Exit or Disposal Activities.

On November 2, 2007, our board of directors authorized management, as part of our 2008 growth plan, to take steps to reduce our general and
administrative expenses and improve profitability. These actions will include a reduction in labor, primarily in our corporate offices in the U.S. and in
our China operations. We also plan to reduce our investment in retail stores in China by altering our retail strategy. We will open new flagship
stores in key cities within China, while closing small retail outlets and branch offices in secondary cities. We believe we can operate more
effectively and more efficiently by focusing our business around our larger flagship stores, complemented with small, satellite retail counters in key
markets. As a result, we plan to open 5 flagship stores in Shanghai, Beijing and Guangzhou and close approximately 67 of our 115 retail stores in
China.

We currently expect to incur restructuring charges in the fourth quarter of 2007 as we execute changes to reduce general and administrative
expenses and improve profitability, primarily consisting of severance and other compensation charges and costs related to termination of leasehold
interests. We currently estimate that the total restructuring charges will be approximately $10 million to $14 million, and that approximately $2
million of these charges will be non-cash charges. The estimated breakdown of the restructuring charges is as follows:

Employee severance costs: $7.75 to $10.5 million (will result in future cash expenditures)
Leasehold termination costs: $2.25 to $ 3.5 million (cash and non-cash charges)
Total: $10.0 to $14.0 million

This filing contains forward-looking statements within the meaning of Section 21E of the Securities Exchange Act of 1934, including our
expectations regarding future restructuring charges and reductions in general and administrative expenses. These forward-looking statements
reflect our current estimates and expectations and are subject to various risks and uncertainties that could cause actual results to differ materially
from any forward-looking statement in this filing. These risks and uncertainties include the fact that all of the components of the restructuring plan
are not finalized and the total costs and the timing of such costs may vary from the estimates provided due to changes in the scope or assumptions
underlying our restructuring plans. The forward-looking statements are further qualified by the detailed discussion of the risks set forth in the
documents filed by us with the Securities and Exchange Commission, including our Annual Report on Form 10-K filed on March 1, 2007, and our
Quarterly Reports on Form 10-Q filed on May 10, 2007 and August 9, 2007. The forward-looking statements set forth our beliefs as of the date of
this filing, and we assume no duty to update the forward-looking statements contained in this filing to reflect any changes, except as required by
law.
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