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NATURAL BEAUTY BIO-TECHNOLOGY LIMITED
ANNUAL REPORT 2003

NATURAL IS THE SOURCE OF BEAUTY B ARt & =

Natural Beauty Bio-Technology Limited (“Natural Beauty” or the “Company”) is one of the
leading researchers, manufacturers and distributors of quality skin care, beauty and aromatherapeutic
products in the Greater China region. As at 31 December 2003,
the Company has around 2,300 distribution outlets in the Greater China region.
BEAZEYRBEERAR (TBRAZIH[ARAE]) DA EMEREI VN EEEE -
FHmREFEREZEMMEER HEBEDHERZ —BHE_ZET=F+_A=+—Hlit"
RARRKPEMR 2 KHZEFEEE 42,300

The Company is entrusted with the belief of “Natural is the source of beauty”.
The Company'’s self-developed products are marketed under the NBe or Bio-up brand names
and are well known for its use of natural ingredients extracted from plants.
ARRRHEAREE] B -ARQ A B17HEEMY LANBesk Bio-upmn 1784 -
75 A 2 m DA ERCR O 1 1D RE EE K 1) B R i K 3 A o

The ordinary shares of Natural Beauty were listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) on 28 March 2002.
BAEZEBEBRR _TE _F=-A_t+ N \BEEEBHEXSHMERDA
(MBE32pT]) ER EMe
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Turnover

Gross profit
Profit from ordinary
activities before taxation

Income tax

Profit from ordinary
activities after taxation

Minority interests

Profit attributable to
shareholders
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Year ended 31 December
BEZ+-A=+-HLEE

2003 2002 2001 2000 1999
ZEE=f 2T -F ZZT-F ZETLTFE —-ILANE
Restated
il
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FHT FET FHT
320,086 323,251 254,566 205,514 199,548
258,894 236,475 190,746 161,900 156,597
83,525 94,097 105,356 95,582 91,643
(30,084) (27,174) (35,638) (25,505) (24,580)
53,441 66,923 69,718 70,077 67,063
701 1,335 1,325 56 962
54,142 68,258 71,043 70,133 68,025
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ASSETS AND LIABILITIES BEEREBE
As at 31 December
BEZ+=-B=+—-H
2003 2002 2001 2000 1999
—EE=f —TEZ-F —TZT-F ZZTTTF -—-hAANF
Restated
E5
HK$°000 HK$'000 HK$000 HK$'000 HK$'000
FET FET FET FET FET
Non-current assets ERBEE 410,143 412,409 388,587 356,433 316,329
Current assets TEEE 431,272 458,761 258,902 247,202 260,042
Total assets BEE 841,415 871,170 647,489 603,635 576,371
Current liabilities REEE 72,451 99,436 158,101 127,758 183,145
Non-current liabilities FERBEE 8,376 7,598 6,776 6,665 6,080
Total liabilities BEE 80,827 107,034 164,877 134,423 189,225
Minority interests DYREE R 10,199 20,322 28,269 4,316 11,467
Net assets EESE 750,389 743,814 454,343 464,896 375,679
Notes: B At -

(M

The summary of the consolidated results, assets and
liabilities of the Company and its subsidiaries (the “Group”)
for each of the years ended 31 December 1999 and 2000
have been extracted from the Company’s prospectus dated
19 March 2002. However, the presentation of certain items
in the consolidated results for the years from 1999 to 2001
has been revised, such as reclassification of the financial
refunds from taxation to profit before taxation. The summary
of the consolidated results, assets and liabilities of the
Group includes the results, assets and liabilities of the
Company and its subsidiaries as if the current structure of
the Group has been in existence throughout the years
ended 31 December 1999, 2000, 2001, 2002 and 2003
and is presented on the bases set out in Note 1(b) to the
financial statements.

In order to comply with Hong Kong Statement of Standard
Accounting Practice 12 (revised) “Income Taxes”, the Group
adopted a new accounting policy for income tax in 2003.
Figures for the year in 2002 have been adjusted for
comparison purposes. Figures for the years from 1999 to
2001 have not been restated as it would involve delay and
expenses out of proportion to the benefit to shareholders.

M

ARAREWBAR ([FEE])BE—N
NNER—ZZZF+_A=+—HIF
EEENGAXE AERAGBRKER
RAAHNERMAE —_TT _F=RA+NH
MARER-RWM —ANNE_ZTE—F
ZHEAERBEETREZEZNSACDEE
R BREBBREATZHMBRAEFSER
BN - ARBNGESEE BERE
BEREREARARENBARMNES-
BEMAE EOAKERERBREE
“AANEFE —BEEF —_FTF-F.- =
ZE_FR-BR=F+_A=+—-HIt
BEFE—EFE WREVBHRKRM (D)
P& EEZT -

RITEERGHEBLERF 125 (KE
) [FAEH] 2RE AEER _TT=F
AT RERAT T A BE —FT =
EZHFTEMERAZE IR A HEHR
BIH-ANMNFEZZ-F2HFE
FEBRRERA S THAKRRRZR
A BT -



Dr. Tsai Yen Yu, Chairman
BHEEL  FE

Dear fellow shareholders,

OVERVIEW

Challenging as it was in year 2003, our Group has made
significant achievement in progressing our business towards
a sustainable growth path. In our industry, the two crucial
factors that underline success are distribution and products.
It is in these two areas that the Group has achieved great
success in the past year.

As a skincare and beauty products distributor and services
provider operating predominantly in China and Taiwan, the
onset of SARS which lasted seven months from March to
September in 2003 dealt a severe blow to our business.
Customers were inhibited to visit our spa centers and
beauty salons, that are our primary sales outlets. In the
first half of 2003, sales dropped 26.9% to HK$103.4 million.
However there was a clear trend of picking up in the second
half of the year, which testifies to the resilience and strong
business foundation of our Group. Sales in the second half
of 2003 was around HK$216.7 million. On a yearly basis,
our revenue were down less than around 1.0% to HK$320.1
million compared to 2002.

B E

= B
—ET=FmkEN —F AEERE
SEMAH S| BEKE ERBIERNE- D
HEEMDIEAMAK AR NEERE
FHUMBARBE DHKREER-

EREBTAEMSNEE REDE RLHMY
FRGHER ST =F=AZNLANL
AR RABEIFHRB A HHRMOE
BEXN—TEMITE - ZREEHEBHEMHK
BRELODEERFL - MEZREROLDEMOE
BIHEFEME R -2 =F ¥ F e
B 26.9% % 103,400,000/ Lo 2R T N4
REERTEBE EEAEENRE

R ¥BEEEE  — ST =F 5 #
E45216,700,0008 0 M2 FRABIEK =
T _F TR MN1.0%2320,100,000/ 70
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During the year, our Group incurred higher costs in
advertising and promotions as we tried to expand our sales
channels further as well as to launch new products. Higher
product discounts were offered to our franchisees in a bid
to encourage more sales from them. These costs and
expenses, while important to the Group’s long-term growth,

affected our bottomline during the year.

For 2003, our Group recorded a net profit of HK$54.1
million, down 20.7% from that of 2002. The slowing down
of revenue and profit was due to the exceptional
circumstances of a mass outbreak of SARS, which we
believe is a one-time event. We are confident that our Group
will be steered back to its growth path from 2004.

On the business side, however, our Group has lost no time
in embarking on a number of fundamental tasks that would
help secure its market share and position itself for growth.
We have completed the acquisition of all 25 resellers in
PRC,

subsidiaries of the Group. As group companies, they will

turning them from third party companies into

supply to our over 2,300 stores at a single platform using a
unified system of inventory management, logistics and sales
and distribution. The full control of the distribution network
gives us competitive advantages and raises the entry barrier
for international brands when they are allowed to sell to
the PRC domestic market under WTO.

launched the

In November 2003,

biotechnological anti-aging product, NB-1. Considered our

we officially

flagship product, NB-1 was an instant market success. A
total of around 16,000 units were sold within two months,
earning sales of around HK$42 million for the Group. Five
years in the making, the product was the result of close
collaboration with Harvard NB Bio-Science LLC, run by Dr.
Chen Ji Dai, who is one of the first Chinese scientists to
complete the human genome. Patent for NB-1 is currently
under application. The successful launch of this product
has greatly strengthened our brand credibility and
enhanced our goodwill amongst customers.

FAAEEREE-—SRERAHERERE
HHER REEBRSESNEEER - HM
AAKHEBRIRSERTNESR Ak
HZBR-ZFERLRAXHASEREER

BEEWE EHRMARFRAZANEBXE
@,

RZTT=F NEBE 854 F)54,100,000
BT RIBETZZFFHA20.7% o WA Kz F
B THEREZBEEFARR A 2 REEH
T8 MBRMRALDIBESH-RMEEL
AEEBER_ZZTOFERLREEDHE

R REBHTEH ~EETREZSHWHRS
AEDEBREMSEERRMUZERT
T’E'ﬁ‘%ﬁ%@?&%ﬁ‘kiEoﬁiﬁﬁ%ﬁfw&ﬁ%qﬂl
EHOBHEHE E 2R ANSILLYEEN
SEZHMBAR -EREER ﬂ'ﬁﬂﬁﬁﬁk
FE-—FoLmm—HFEEE DRkHEHER
DR L MEFIE2,300KE MM E - RMH
XE-ZHEENHBERRAMATREFE
ZHBEBUREZEBRENTELAYT
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RZBEZE=F+—A BMEXELEDE
BEmEEMNB-1 - ERERMNERE R
NB-1RE BN M5 MNERMEA A E L &
16,000 ER RAEESHRIFEEN
42,000,000/ T WL IH E f Jo AN & B R
Harvard NB Bio-Science LLCE & & E 2 Ak
R BEAFEROMEMK--Harvard NB
Bio-Science LLCH B #L7EA A 88 E A HE 51 4
FEBER —RESBLTFE-AEEHR
IFEREENB- 15 Mo JLIEE MK NE T - KK
MAEPHEMREAEOWRARMOE
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To combat the dampened sales, particular in the first half
of the year, a number of measures were undertaken to
mitigate the adverse effects. Our Group has undertaken a
number of cost containment measures to keep costs in line
with sales, including seeking rental reduction from
landlords; our directors also voluntarily reduced their
remuneration. We have also explored a number of
alternative sales channels to continue to reach out to
customers. For example, in Taiwan, we commissioned
airtime in a TV sales channel to actively promote our

products.

In the aftermath of SARS we have made a strategic change
to our sales and distribution, from relying on sales
generated from spas and beauty saloons to a more product-
centric approach. This calls for more aggressive push of
the NB brand name so that our product will have direct
customer appeal and can be sold in a much broader
distribution channels, such as sales counters at department
stores.

At present, we have over 2,300 Natural Beauty sales outlets,
including around 70 self-owned and self-run spas. In
addition there are around 160 dedicated sales counters at
various locations, the number of which we will continue to
increase in order to capture a bigger market.

Looking ahead, expanding our network will be a key priority
for 2004. After a slow year of network expansion under the
effects of SARS, our Group will redirect its focus on opening
new outlets in 2004 with an aim of adding an additional
200 to 300 outlets, mostly “shop within shop”, bringing the
total to around 2,600. Already the largest skincare and
beauty product and service provider in PRC, the additional
outlets will reinforce NB’s position as the undisputed leader

in the marketplace.

Following the opening our own NB SPA in Four Seasons
Hotel in Shanghai, we will follow our strategy of
collaborating with upmarket venue providers such as five-
star hotels, to operate premium spas to capture the affluent

segment with high spending power.

RNEEBERF BHRLEFEBRANY
& AEBCRMZERR FEamTE-
AEERBRZEREXNE R EFBEE
SKETRM - MR FIHE = I8 8 BB H - #5R
SHRAEHETHREAR RMTEZEZER
SMEERE UETERAZTS -F10 M

AEERHERBRELNES HRERE
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EEBMEFFRERZZOHRELETHE MR
HBEATMEZER

HPREEB2 300K EAXHERME H
FHTORRBITRE ZBRAKBER LN
IR Z &3 B RR B 4916018 35 & F4E - 3 M
KRB ENEEEE ERERM S

BEBR BREEI_STENFZHEMR
BomA—FRERIIFARMATEHE T ALK
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We have high hopes in the sales of NB-1. Judging from the
strong market response it attracted in the last two months
of 2003, the full year sales of 2004 will be extremely
promising and it will be a major source of revenue in the
coming year. In addition, we will continue to expand our
Biotech product range to further penetrate this lucrative
market. At the same time, we are actively developing body
slimming nutritional products, leveraging on our advanced
knowhow in bio-technology. The second generation of our
body slimming underwear is also planned for launch for
the second half of 2004. The much broadened product

range will further enlarge our revenue base.

All our products are sold under our NB brand, which is an
important asset to us as we compete more and more with
international brands. Through the years, the NB brand has
developed a credible and quality image, representing
meticulous R&D and manufacturing process, and having
qualities that are developed with the Asian skin

characteristics in mind.

To advance our Group to the next phase of growth, our
mid- to long-term goal is to seek alliance with a compatible
international brand of beauty products. Such an alliance
will be beneficial to both as we can learn from their
international experience while helping them penetrate the
domestic market through our distribution network.

Rising consumerism, expansion of the middle class and
the strive for beauty and healthcare has created a booming
market in Greater China for Natural Beauty. With our
superior products, strong brand image and extensive
distribution network, we are confident that Natural Beauty

has got the right formula to win and excel.

ﬁﬁﬁm‘TNBJE’Uﬁﬁ%{é/b‘f’ﬁ‘ﬁZFu‘:ﬁE/\\_%

“FREMEANMERERI H_F
Tmiiiﬁﬁ ERELAI T EE ARFE
2 A TRIR < e S B AP % A A 1 TE AR M RHR
EmA E-FTRBHLENENEENT
Be BRI RABEERRMNEEED
Ry R R Em LSRN
ZEMFETHFHLE _RARBRAK-BEE
R8BI R KA ER T
HE— BB

B BERANBAZTMEHE ERE
RmEONBF T BAXRETIRMANE
REE-ZER BMCREAZREELE
BAENPR EmOKBERENTZ LA
ERF BEFMHEIMNARBRFEMTR-

REAASEELES —EEREE BMAN
TREBGREREFENNERERER
an h 45 BE o i B B BR - AT — O A) R i 1P
MEBERER - T HAENMMAEER

MBS HEERBEFTE A TS UKEFE SR
Z e
) SRREHEE N EEB MLEP

R bﬁ&Z?E@EM&Li%:.u%J%Zﬁ@M ]
BAFREEDHRPERT IS BREHM
WEBED RYmBERUEEZNSHE
Mg RMBELOEARERERZHI)EEE
[A] 4 #) 1F B& % [ 48 3



ZE=ZFFR

Last but not least, | would like to thank for directors,
shareholders, staff and business partners for their
perseverance and support during the challenging time in
the past year. | believe we have come through in good
shape and made some real progress in solidifying our
business platform. We are now in a strong position for
growth in 2004, which | believe will be a very good year for
Natural Beauty.

Dr. Tsai Yen Yu

Chairman

RE AANBHEAZESF KR BIREBE
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FINANCIAL REVIEW
Total turnover of the Group for the year ended 31 December
2003 amounted to HK$320,086,000 (2002:
HK$323,251,000), representing a slight decrease of
approximately 1.0% when compared to 2002. The onset of
the Severe Acute Respiratory Syndrome (“SARS”) in Asia,
which lasted seven months from March to September, dealt
a severe blow to the Group’s business, leading to a 27%
drop in turnover in the first half of 2003 when compared
with the corresponding period in 2002. As the impact of
“SARS” eased in the fourth quarter, the economy gradually
recovered, resulting in a relatively stable year-to-year
performance in terms of product sales and service income
in the Greater China region.

Profit attributable to shareholders decreased to
HK$54,142,000 (2002: HK$68,258,000),

decrease of 20.7%. The decrease in profit was principally

representing a

the result of the increase in the sales, marketing and

N -

administrative expenses. To make up the decrease in sales
attributable to the outbreak of SARS,
progressively expanded its sales channel and increased

the Group

the discount rate offered to its distributors. Since the
containment of SARS, the Group put more resources in
marketing to promote the sales of its products and the
launch of new products, as a result of which, sales and
administrative expenses increased. Subsequently, higher
sales, marketing and administrative expenses amounted to
HK$193,112,000 was recorded during the period,
representing 60.3% (2002: 49.3%) of the Group’s turnover.

Bt % B &
HEZZZT="F+A=+—HLEFE &
EE 2 RE ¥ A320,086,0008 T (ZEF
T4 :323,251,000/8 L) BT T ZFEHK
TEEH1.0% - AHABR = AN AEMNE
NEEBREMTREFLEAE ([FERAfH
K1) BREEAZA HAREEEKER T
B S TT-F LY FEEER_TT -
FREAT®K27% - BREEE [FERRFHA | E
FENEFZEFHR CEZSEMR A RAPE
(@ E R IEHE RIRBERA N FHDESHE
HEBEHRR-

% 3 FE b 5 B T Bk = 54,142,000 7T

% 68,258,000/ L) Bk 1E £20.7% ° &
FTHREZHNBEE HERITHER LA
T IF 1 7Y i %

¢ H MR B AT 2 TR M AR 2 8

B EEEERAHERE YNMKATSLE
HEMITINE AR ARG £@A
RIS EREEMMEBTISHRE B L AR
EFERMZEL HERTHREAMTAM L
AR SEEHANREREZHE HE
&TTEKEWU%112000;%75'1551%!%
¥%603% (ZEE-F:49.3%) °
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Geographically, the performance of both the PRC and
Taiwan operations in the year 2003 was in line with our
internal target. Turnover from the PRC business increased
1.5% to HK$200,618,000, accounting for 62.7% of the total
turnover of the Group. The increase was mainly attributable
to the launch of several popular new products. Due to the
increase in operating expenses as a result of the SARS
outbreak in the region during the period, operating profits
dropped 10.9% to HK$55,126,000.

The Taiwan business contributed HK$118,084,000 or 36.9%
to the Group’s total turnover, representing a 3.6% decrease.
Operating profits dropped 23.7% to HK$38,393,000. The
decreases were attributed to the SARS outbreak in the

region during the period.

The Group’s operations in Hong Kong recorded a 95.5%
drop in turnover amounted to HK$141,000, accounting for
0.04% of the Group’s total turnover and an operating loss
of HK$3,285,000. The decrease in turnover was the result
of the change of operation mode to entrustment basis and
the revenues and expenses of its outlets are not included
by the Group.

Gross profit margin of the Group for the year ended 31
December 2003 increased to 80.9%, mainly due to the
measures implemented by the Group to minimise the sales-
related cost of sales and increase in the proportion of the
product sale income which has comparatively higher gross
profit margin. Operating profit margin dropped to 26.1%
as a result of higher expenditure. Having been struck by
“SARS”, expansion of the Group’s sales points slowed down
last year and the construction of our third plant was also
delayed, and capital expenditure decreased accordingly.

RS S MM E PEAERSEEBR
CETF o REFEAEEANIERF
A BE 75 E A& EEIE IN1.5% % 200,618,000
B EEEREETE 7%  BRETERE
HEHEZERXMSEONMEM - BRNBAA
BABEIFATPHRATELETE -
EESE RN B 10.9% £ 55,126,00058 Tt °

EABEEKHE ¥5/5118,084,000% 7T -
T#3.6% ' h& BB E55036.9% © L& HF
T #£23.7% % 38,393,000/ 7T > 1A T B 5 #
BAEBEIFATBEAZT 2 E

REBBEEEBHNEETER A141,0008 7T
B8 A95.5% ' I EEBEETE0.04% - BE
RIS E LB 183,285,000 T 2B~
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ALEEHZBARIHTEMNARNEEBZ
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Last year, in order to improve operational efficiency, the
Group committed to streamline its structure and implement
cost containment measures, including negotiations with
outlet landlords and our directors for rental reduction and
voluntary remuneration cut by our directors. In December
2003, the Group implemented the Oracle system in Taiwan
and the efficiency of accounting and sales point system
was enhanced substantially. The system not only improved
our efficiency in terms of manufacturing, inventory
management and product delivery, but also enhanced the
platform for accessing data of our business partners and
individual clients, increasing the efficiency and effectiveness
of our marketing strategy and activities. In view of the
advantages, the Group will implement the system in the
PRC soon.

The Board recommended the payment of final dividend of
1.5 cents for the year, making the full year dividend to 2.1
cents.

The Group is principally engaged in the manufacturing and
sales of three types of products, namely skin care products,
beauty products and aromatherapeutic products. The
turnover generated from sale of products slightly increased
to HK$296,583,000 (2002: HK$269,804,000), accounting for
92.7% of the Group’s turnover. The Group successfully
launched several new products during the onset of SARS,
including several anti-germ aromatherapeutic products in
Taiwan, Hong Kong and China. The Group further launched
its high-end anti-aging NB-1 product series in November
2003. The product was well received. Over around 16,000
sets were sold within two months since its launch, making
a significant contribution to the Group’s turnover and

earnings.

EFAKEHNERBEHRE HOKS &
REZETREEFRERE S B R W
RN ELEERR-BYRAR T =
FH+-A SERGEXNNERTFEXR
B RKIBRERT R ERH RRAEFRER-
ZEGTERGEELEE FEEHEREMR
BRETEMNEERR MASCEFREE
BHMERNEFPEMMNERFE SKEHE
17 T % HE B SR RS N 0m B BB AL AR R s o
SERERETEERERFEXRG

AFEREEFERFZRERPBEAI B =
FIRB K21 M-

AEEBFZNFRERHEEES D THEM
REEREIER - ABER - REERHEE
¥R FHZE296,583,0008 L (ZEE =
% :269,804,0008 L) " (h & B & ¥
92.7% o TEIEMAPH A B EHARY L EAEPE
BTHABEZENEN WEEHRFS
EREER WINE—_ZTT=F+—A XK
ML REAMEEEMRIINB-1 - ZEMR
EESmBROEE EREMEARNRER
HBEA16,000E AEEZEBEREFFK
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The Group also provides skin treatments, beauty and spa
services through its self-owned and self-operated Class-A
Natural Beauty SPA. As a result of less patronage to our
spas during SARS and part of the self-owned outlets have
been changed into entrustment basis, income from these
services decreased to HK$18,719,000, (2002:
HK$51,468,000) accounting for 5.8% of the Group’s turnover
for the year ended 31 December 2003. Service income is
generated from self-owned and operated beauty centres
and the Group does not share any service income
generated from those franchised beauty centres under the
current franchise programme. The Group expects the
growing demand for skin treatment, beauty and spa
services in the PRC will continue as the economy of the

PRC continues to prosper.

For the year ended 31 December 2003, the Group has a
total of approximately 2,300 beauty centres and product
sales outlets in Taiwan, Hong Kong and China, including
around 54 Class-A Natural Beauty SPA and 740 Class-B
NB Salon SPA, 830 Class-C NB Beauty Salon, 520 Mini
SPA and 160 dedicated sales counters. Of the total, around
230 stores are self-owned and operated by the Group. The
Group will continue to expand its sales and distribution
network in the Greater China region. It is expected that the
number of sales outlets will be increased by in the range
from 200 to 300, bringing the total number to over 2,600
by the end of 2004.
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The Group has already set up dedicated sales counters at
its existing sales outlets under the concept of “shop within
shop”, so as to boost product sales of the Group. Moreover,
the Group has introduced the new distribution concept of
“Mini SPA”, with an aim to diversify its sales network to
cater for the general public market. The Group has also
worked with franchisees to transform Class-C NB Beauty
Salon into Class-B NB Salon SPA with a view to improve
corporate image and promote sales of products with higher
profit margin. The Group believes that the transformation
will enhance sales capability of franchised stores, which
will in turn boost the Group’s product sales. In the coming
year, the Group will continue to re-position more Class-C
NB beauty centres as either Class-B NB Salon SPA or Mini
SPA.

The Group opened its NB SPA in Four Seasons Hotel in
Shanghai to capture the local affluent customers with high
spending power who are beauty conscious. The Group will
solicit further collaboration with five-star hotels or other
high-class venue providers to operate premium beauty and
spa centres in order to strengthen its presence in the

Greater China region.

Cash generated from operations for 2003 was approximately
HK$37,601,000 (2002: HK$85,441,000). The drop was
primarily due to substantial increase in trade receivables
arising from sales through agents of television direct sales
and year end credit sales. As at 31 December 2003, the
Group had bank balances and cash of approximately
HK$170,265,000 and trading securities (which are mainly
capital guaranteed bond funds) of approximately
HK$67,642,000 with no external bank borrowing. Details of
the Group’s charged assets are set out in note 13 of the
Company'’s audited financial statements.
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LIQUIDITY AND FINANCIAL MANAGEMENT (continued)

In terms of gearing, as at 31 December 2002 and 20083,
the Group’s gearing ratio was zero (defined as net debt
divided by shareholders’ equity) as the Group has a net
cash balance as at both year end dates. Current ratio of
the Group (defined as current assets divided by current
liabilities) as at 31 December 2003 was approximately 6.0
times (2002: approximately 4.6 times). As at 31 December
2003, the Group had no material contingent liabilities, other
than those disclosed in its financial statements and notes
thereto. With the cash and short term securities in hand,
the Group’s liquidity position remains strong and the Group
has sufficient financial resources to finance its commitments

and working capital requirements.

TREASURY POLICIES AND EXPOSURE TO
FLUCTUATIONS IN EXCHANGE RATES

The Group derives most of its revenue denominated in
Renminbi and New Taiwan Dollar from the PRC and Taiwan
as its operations are mainly concentrated in these two
As at 31 2003,

approximately 71.6% of the Group’s bank balances and

geographical areas. December
cash was denominated in Renminbi, while approximately
2.5% was denominated in New Taiwan Dollar and the
remaining 25.9% was denominated in United States Dollars
and Hong Kong Dollars. The Group continued to adopt a
conservative approach in respect of foreign exchange
exposure management. Review of the Group’s exposure to
foreign exchange risk will be conducted periodically and
derivative financial instruments may be used to hedge

against such risks when necessary.

EMPLOYMENT, TRAINING AND DEVELOPMENT

As at 31 December 2003, the Group had a total of 1,308
employees, of which 1,127 were based in the PRC and
aggregate of 181 in Taiwan and Hong Kong. Total
remuneration for the year ended 31 December 2003 was
approximately HK$52,042,000, including retirement benefits
cost of HK$5,616,000. Competitive remuneration packages
are maintained to attract, retain and motivate capable staff

and are reviewed on a periodical basis.
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The Group always maintains good employee relations and
is committed to employee training and development.
Professional training courses are offered to beauticians
employed by the Group and its franchisees on a regular
basis to promote and maintain the quality and consistency

of the services provided.

In addition, the Group adopted a share option scheme on
11 March 2002, for the purpose of providing incentives
and rewards to eligible participants who contributed to the
success of the Group’s operations. The Directors may, at
their discretion, invite any employee or director of the Group
and any qualified person as set out in the scheme, to
subscribe for shares. Up to the date of this document, no
share option had been granted under the share option
scheme.

Looking ahead, the year 2004 will be a year full of
opportunities and challenges. The Group will continue to
develop new products and to expand its market coverage
and to strengthen the recognition of its brand name in the
Greater China region with the PRC market as its core

business focus.

With the global economy in recovery, export of Asian
economies will improve and domestic spending tends to
be stronger, together with the emerge of middle class, the
Group expects there will be a continual growth in consumer
spending and tourism with steady increase in the demand
of skin care products. Amidst such background, the Group’s
business will be benefited. On the other hand, competition
is expected to further intensify following the accession into
the World Trade Organisation of China. The marco-economic
adjustment policy recently adopted by the PRC Government
is targeted at industries with substantial spending in fixed
assets. The management believes that the policy will be of
minimal impact to the Group. With high brand awareness,
extensive sales and distribution networks, customer loyalty
which built up through the years, we are very confident of
maintaining our leading market position in the Greater China

region.
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We will continue with our multi-brand and multi-region
development strategy with particular emphasis on the PRC
market where most of the growth is expected in the near
future. We have set a medium term target to increase our
presence in the Greater China region by opening more
beauty centres and dedicated counters in the next few
years. The Group is now planning to encourage franchised
stores to transform more Class-C NB beauty centres into
either Class-B NB Salon SPA or Mini SPA. Such
transformation is expected to be completed by the end of
2006.

In addition, we will continue to leverage on our research
and development capability to diversify and increase our
product range to better serve different segments of the
market. Products to be launched in the coming year include
our bio-tech based skin care products, body shaping
underwear, body slimming nutritional products and skin

care products for men.

Apart from organic growth, we will also explore co-operation
or alliance opportunities with international players with a
view to further strengthen our position in the region on the
one hand and expand internationally on the other.

Through the relentless pursuit of excellence and support
from our staff, franchisees as well as our customers, we
are determined to become the leading researcher,
manufacturer and distributor of quality skin care, beauty
and aromatherapeutic products internationally.
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Dr. Tsai Yen Yu (alias Tsai Yen Pin) (“Dr. Tsai”), aged 56,
is the founder and the Chairman of the Group. Dr. Tsai
founded the Group in 1972 and is responsible for the
Group’s overall management, strategic planning and
development, and formulation of company policies and
business strategy. Dr. Tsai is a renowned professional
beauty expert in Taiwan as well as in the PRC and has
been engaged in the beauty and skin care industry over
30 years. In these years, Dr. Tsai has been awarded

numerous honours, positions and prizes including:

o Top 20 most influential businesswomen in Taiwan

. Honorary Doctor of Commerce, Dewey University,
the United States of America (the “US”)

. Outstanding Entrepreneurs of Taiwan awarded by
Taiwan Women’s Business Association

o Chairwoman of Industrial Cooperation Program in

Tamkang University, Taiwan

. Chairwoman of Taiwan Beautician Association,
Sessions VI
. Vice Chairwoman of Taiwan Golden Trademark

Association, Session Il

. Principal supervisor of Taiwan Intellectual Property
Protection Association

o Principal consultant in National Beauty Parlor
Association of the PRC

o Honorary Principal of Chungming High School in the
PRC

o “Bai Yu Lan” Award by the Shanghai City Government
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Lee Ming Ta (alias Lee Ming Tah), aged 56, the husband
of Dr. Tsai, is an executive director of the Group and is
responsible for the general administration and internal
management of the Group. Prior to joining the Group in
1993, Mr. Lee had worked for various financial institutions
at senior management level for over 10 years in corporate
management and staff training. Mr. Lee graduated in
Fengchia University in Taiwan with a bachelor degree in

Banking and Insurance.

Su Chien Cheng, aged 32, the son of Dr. Tsai, is an
executive director of the Group and Vice President of
Natural Beauty Cosmetics Company Limited (“NB Taiwan”).
He is responsible for the financial management and sales
and marketing of the Group. Mr. Su graduated from the
University of Westminster with a master degree of business
administration and is also a doctorate candidate of the
Shanghai University of Finance and Economics of the PRC.
He joined the Group in 1999.

Su Sh Hsyu, aged 30, the daughter of Dr. Tsai, is a
non-executive director of the Group. Ms. Su graduated from
the London School of Economics with a master degree of
Science in Industrial Relations and Personnel Management,
Industrial Relation and Human Resources Management and
received a doctorate degree of the Teachers College
Columbia University in the City of New York, the US in
2004. Ms. Su has been actively engaged in the marketing
and business development of the Group in Taiwan and the
PRC during the period from 1998 and 2000. She was
appointed as a Director in 2001 and is responsible for
advising the Group in respect of the strategic planning
and development.
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Yeh Liang Fei, aged 72, worked in the police force of
Taiwan for more than 40 years. Mr. Yeh held senior positions
in several police bureaus in Taiwan. After his retirement
from the police force, Mr. Yeh was appointed the honorary
President of Ta Feng Securities Co., Ltd. in Taiwan. He is
very experienced in administration and human resources
management in large organisations. Mr. Yeh graduated from
Central Police Officer College of Taiwan. He was appointed
as the Company’s independent non-executive director in
March 2002.

Chen Shieh Shu Chen, aged 49, is a director of Taipei
Australia International Investment Pty. Ltd., a company
engaged in real estate development in Australia. Mrs. Chen
is also a director of Ho Yin Garments Manufacturing Co.,
Ltd. in Taiwan. She has been a director of Taipei Australia
International Investment Pty. Ltd. for over 10 years and is
experienced in property investment, general management
and global trading. Mrs. Chen graduated from SooChow
University of Taiwan with a bachelor degree of Arts in
History. She was appointed as the Company’s independent
non-executive director in March 2002.

Lee Yung Chiu, aged 63, is the general manager of NB
Shanghai and is responsible for the Group’s operations,
business planning, human resources and the business
operations of dedicated counters in the PRC. Mr. Lee
graduated from Taiwan Nat, Taiwan University with a
bachelor degree of Foreign Language and Literature. Mr.
Lee is highly experienced and has over 40 years of
experience in the beauty and cosmetics sector in the
Greater China Region. Prior to joining the Group in 2002,
he was the Chief Executive Officer of Taiwan Shiseido
Cosmetics Corp. Ltd. and has held key positions in various
organisations including the director of Taiwan Area
Cosmetics and Toiletries Association, director of Republic
of China Consumer Association and manager of Taiwan
Cosmetics and Underwear One Price Friendship

Association.

ERE 72 CRBEEEEHBI0OF KL
FEREEBEIZRAEERSMBML AR

THRRNRE BRERBEREEFNRE
EE RAEEBITREANEREETE
THEBEELR - EALEERGEPR
EEBER N_TT_F=ZAEZREIRAR
A ERITES

R BY 495 B—XUBRMEHERR
AEERERREERARNES TS
BEAHRTRARARES UER/RER
REERARETEFBBBEBI0F EY
ERE —REEREREZIEIALR
EE - MAEXNGEBRRAE BAEXEL
B -TBEL - RAR-_ZZT_F-AEZ
ERARBBIUIERITES:

$**1~*k’635”zv@ﬁi%bi,ﬁ@,ﬁ%@’%ﬁzl&%

EREEE EBRE ANERERAEREH
7: EEEEBETIF-TLERGEBREY 2
ABRBEE MBIXRERXBELTEA-
TREEAPEMR 2 EARKILIHEEER
FHESOFLER - TEER ST _F/M
AXEEA CEREELEERNHERAA
ITHEEEREAR URZEALKETIHE
ABRG BEaEREERERASES.
BEEEBEHEEEREEMIER AKT

22;.;—\-‘/& Parasiavas
HFuHEﬁ@%%iio



ZE=ZFFR

Lin Fu Shui, aged 54, is the Chief Executive Officer of NB
Taiwan and is responsible for the Group’s operations,
business planning and human resources in Taiwan. Mr. Lin
holds a bachelor’s degree in Economics from Tunghai
University of Taiwan and has over 30 years of experience
in corporate management in Taiwan. Prior to joining the
Group in 2002, Mr. Lin has served senior management
positions in various enterprises, including Family Mart Co.
Ltd. and Pao Long International Co. Ltd..

Yan Yi Ling, aged 43,
finance for NB Shanghai and is responsible for the financial

is the Head of accounting and

management and accounting function of the Group’s PRC
operation. Ms. Yan holds a master degree in Statistics from
West Virginia University in the US. Prior to joining the Group
in 2000, Ms. Yan worked in various commercial bank holding
management position and has over 10 years of working
experience in internal control and business administration.

Willie Shen, aged 54,

Development of the NB Shanghai and is responsible for

is the Head of Sales/Business

the overall management, planning and operations of the
group’s franchise program, the business development for
franchise business and the supervision of franchise stores.
Ms. Shen graduated from Shanghai Municipal Staff
Sparetime College and has over 30 years of experience in
the manufacturing and retail industry. Ms. Shen joined the
group in 1995.

Lin Hin Ju, aged 42, is the head of Sales for NB Taiwan
and is responsible for the planning, development and
operation of the franchise programme in Taiwan, the
supervision of the dedicated counters sales activities,
marketing and promotional activities in Taiwan. Ms. Lin holds
a Diploma in Apparel Design from Shih Chien University of
Taiwan and has studied Business Management in Tamkang
University of Taiwan and Linguistic Science in Michigan
State University. Prior to joining the Group in 1993, Mr. Lin
worked in a German cosmetics group and The Body Shop

Taiwan.
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Wang Pang Chi, aged 51, is the Head of administrative
division for the Group and is responsible for daily overall
administration and operation of the Group. Mr. Wang
studied banking management in a business college at
Tamsui in Taiwan and has-accumulated many years of
experience in corporate management. Mr. Wang joined the

Group in 1981.

Fong Chiu Hsia, aged 49, is the head of accounting and
finance for NB Taiwan and is responsible for the financial
management and accounting function of the Group’s Taiwan
Business. Prior to joining the Group in 1980, Ms. Feng
worked in an international accounting firm and has served
management positions in a number of corporations in the
region and has over 30 years of experience in accounting,
finance and auditing.

Lee Wai Kam, Hyman, aged 31, is the company secretary
and the financial controller of the Company and is
responsible for financial planning and monitoring. He
graduated from the Hong Kong Polytechnic University with
bachelor’'s degree in accountancy and received a diploma
in legal studies from the University of Hong Kong. He is an
associate member of the Hong Kong Society of Accountants
and a fellow member of the Association of Chartered
Certified Accountants. Prior to joining the Company in July
2002, he held senior financial positions in a Hong Kong
listed company and a multi-national company and worked
for an international accounting firm for more than seven

years.
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The directors of Natural Beauty (the “Directors”) are pleased
to present their report together with the audited financial
statements of Natural Beauty and its subsidiaries
(hereinafter collectively referred to as the “Group”) for the
year ended 31 December 2003.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
The principal activities of the subsidiaries are (a)
manufacturing and selling of skin care, beauty and
aromatherapeutic products and (b) provision of skin
treatments, beauty and spa services and skin care
consulting and beauty training. Other activities and
particulars of the Group’s subsidiaries are set out in Note
16 to the financial statements.

SUBSIDIARIES
Particulars of the Group’s subsidiaries as at 31 December
2003 are set out in Note 16 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December
2003 are set out in the consolidated income statement on
page 39.

SEGMENTAL INFORMATION

An analysis of the Group’s turnover and results by
geographical location of customers for the year ended 31
December 2003 is set out in Note 12 to the financial
statements.

DIVIDENDS

An interim dividend of HK$0.006 per share was paid to
shareholders on 7 November 2003 and the Board has
resolved to recommend the payment of a final dividend of
HK$0.015 per share in respect of the year ended 31
December 2003, subject to the approval by shareholders
at the forthcoming annual general meeting.
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CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed
from 23 June 2004 to 24 June 2004, both dates inclusive,
during which period no transfer of shares may be registered.
In order to qualify for the final dividend, all completed
transfer forms together with the relevant share certificates
must be lodged with the Company’s Hong Kong branch
share registrar, Hong Kong Registrars Limited at Room
1901-5, 19th Floor, Hopewell Centre, 183 Queen’s Road
East, Hong Kong not later than 4:00 p.m. on 21 June 2004.

BANK LOANS AND OTHER BORROWINGS
As at 31 December 2003, the Group did not have any

external bank loans and other borrowings.

RESERVES

Profit attributable to shareholders, before dividends, of
HK$54,142,000 (2002: HK$68,258,000)
transferred to reserves.

have been

Details of the movements in the reserves of the Group
during the year are set out in Note 30 to the financial
statements.

SHARE CAPITAL
Details of the movement in share capital of the Group are
set out in Note 29 to the financial statements.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES

Save as disclosed herein, neither the Company, nor any of
its subsidiaries has purchased, redeemed or sold any of
the Company'’s listed securities during the year and up to
the date of this report.
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PROPERTY, PLANT AND EQUIPMENT AND
INVESTMENT PROPERTIES
Natural Beauty Cosmetics Co., Ltd. held the following office

buildings as investment properties as of 31 December 2003:

1st-10th Floors, Nos. 186 and 188, and B1 No. 188
Section 2, Chun-Hsin Road, Hsin-Tien City, Taipei,
Taiwan.

No. 1 of 3rd Floor, No. 2 of 3rd Floor, No. 3 of 3rd
Floor, No. 5 of 3rd Floor and No. B3 of 3rd Floor No.
128, Section 2, Chung-Der Road, Tai Chung, Taiwan.

Details of the movements in property, plant and equipment
and investment properties are set out in Note 13 to the
financial statements.

PRE-EMPTIVE RIGHTS
There is no provision for pre-emptive rights under the
Company’s articles of association and there is no restriction

against such rights under the laws in the Cayman Islands.

MAJOR CUSTOMERS AND SUPPLIERS

Contracts with the Group's five largest suppliers combined
by value which are not of a capital nature, contributed to
less than 30 per cent in value of suppliers purchased during
the year ended 31 December 2003. The Group'’s five largest
customers combined by value contribute to less than 30
per cent in value of the income during the year ended 31
December 20083.
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The Directors who held office during the year and up to
the date of this report were:

Executive Directors:

Dr. Tsai Yen Yu (alias Dr. Tsai Yen Pin)
Mr. Lee Ming Ta (alias Mr. Lee Ming Tah)
Mr. Su Chien Cheng

Non-executive Director:
Ms. Su Sh Hsyu

Independent non-executive Directors:
Mr. Yeh Liang Fei
Mrs. Chen Shieh Shu Chen

In accordance with the Company'’s articles of association,
Mr. Yeh Liang Fei and Mrs. Chen Shieh Shu Chen will retire
by rotation and, being eligible, will offer themselves for

re-election at the forthcoming annual general meeting.

Each of the non-executive Director and the independent
non-executive Directors is currently appointed for a term

of three years commencing from 11 March 2002.

The biographical details of the Directors and the senior
management of the Group are set out on pages 20 to 24.
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Each of Dr. Tsai Yen Yu (“Dr. Tsai”), Mr. Lee Ming Ta (“Mr.
Lee”), Mr. Su Chien Cheng (“Mr. Su”), Ms. Su Sh Hsyu
(“Ms. Su”), Mr. Yeh Liang Fei and Mrs. Chen Shieh Shu
Chen, being all the executive and non-executive Directors,
has entered into a Director’s service contract dated 11
March 2002 with the Company under which they have been
appointed to act as executive Directors (in the case of Dr.
Tsai, Mr. Lee and Mr. Su) and non-executive directors (in
the case of Ms. Su, Mr. Yeh Liang Fei and Mrs. Chen Shieh
Shu Chen) for an initial term of three years commencing
from 11 March 2002 and shall continue thereafter until
terminated by either party giving to the other not less than
three calendar months’ notice in writing. The initial
aggregate annual remuneration pursuant to such service
contracts is HK$2,840,000 (as to HK$1,000,000 to Dr. Tsai,
HK$700,000 to Mr. Lee, HK$600,000 to Mr. Su, HK$500,000
to Ms. Su, HK$20,000 to Mr. Yeh Liang Fei and HK$20,000
to Mrs. Chen Shieh Shu Chen) subject to an annual
increment at the discretion of the Directors of not more
than 10% of the annual remuneration immediately prior to
such increase. For the year ended 31 December 2003,
each of the executive Directors and a non-executive
Director voluntarily agreed to waive their entitlement to
certain remuneration of around HK$2.1 million during the
year ended 31 December 2003.

Each of Dr. Tsai, Mr. Lee, Mr. Su and Ms. Su is also entitled
to a management bonus. The aggregate amount of the
bonuses payable to these executive Directors and the
non-executive Director will not exceed 15% of the audited
consolidated profit after taxation and minority interests but
before extraordinary items of the Group in respect of that
financial year of the Company. For the year ended 31
December 2003, no Director has received the management
bonus.

Save as disclosed above, no Director has any unexpired
service contract which is not determinable by the Group
within one year without payment of compensation, other
than normal statutory obligations.
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As at 31 December 2003, the interests of the Directors and
the chief executive of the Company in the equity securities
of the Company (the “Shares”) and its associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFQ”)) as recorded in the
register required to be kept pursuant to Section 352 of the
SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to Part XV of the SFO and the Model

Code

for Securities Transactions by Directors of Listed

Companies (the “Model Code”) were as follows:

R-EZE=ZF+_A=+—HB ARFES
RITBBRHER AR RERBEE (EER
BHERIEED ([FHRBEE]) EXV
) BRAFES ([KH]) P #ELERRIE
BERHE GG EIBAEEFENETM SR
BESARBEERMEXVIR EMARESRHE
TEHEXSMZFESR ([BRESFR]) Mg
RRBREE AT ERIAT:

Number of Shares

gy =]
Personal Family Corporate Other Number of
Name of Director interests interests interests interests share options
EEnE 8 Az RIxER NE R Hip BREHE
Dr. Tsai - - 1,500,000,000 - -
=it (Notes 1 and 3)
(Bt 1%3)
Mr. Su - - 225,000,000 - -
B & (Note 2)
(Kit2)
Ms. Su - - 225,000,000 - -
Rt (Note 2)
(Htit2)
Mr. Lee - 1,500,000,000 - - -
£ (Note 1)
(Ktat1)
Notes: Bt &t -

The two references to 1,500,000,000 Shares relate to the
same block of Shares. Such Shares are held by Efficient
Market Investments Limited which is beneficially owned as
to 70% by Dr. Tsai through Knightcote Enterprises Limited.

The two references to 225,000,000 Shares are included in
the 1,500,000,000 Shares held by Efficient Market
Investments Limited which Mr. Su and Ms. Su each have
15% beneficial interest through Knightcote Enterprises
Limited.

Dr. Tsai further held 1 ordinary share in form of trust in
Natural Beauty Bio-Technology (Hong Kong) Company
Limited which is beneficially owned in trust of by Great
Glamour Company Limited, a wholly owned subsidiary of
the Company.

PA X 3R 2 9 1,500,000,0000% A% 17 35 [A]
—#LB% 15 < 3% & % {7 A Efficient Market
Investments Limited3¥ & © ifi Efficient
Market Investments Limited 8l (5 & & + &

i@ Knightcote Enterprises Limited® 25 #
H70%:

LA R X 4R it /9 225,000,0008% B 15 &
Efficient Market Investments LimitedFf#%
1,500,000,000/% & 7 L fr — & 5 M &k %
% R # 22 £ & R Efficient Market
Investments Limitedi® # Knightcote
Enterprises Limited{§ B 15% & z= # = ©

BRI IIIAEEFRABEIRAARAEE
MBI (BB BRARLER mzkH
EwmIAARRAEENB R A Great
Glamour Company Limited# A °
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DIRECTORS’ INTERESTS IN SECURITIES (continued)
Other than as disclosed above, none of the Directors, the
chief executive or their associates had any personal, family,
corporate or other interests in the securities of the Company
or any of its associated corporations as defined in Part XV
of the SFO as at 31 December 2003.

SHARE OPTION SCHEME/DIRECTORS’ RIGHTS TO
ACQUIRE SHARES IN THE COMPANY

Pursuant to the Company’s share option scheme approved
by a resolution of the shareholders of the Company dated
11 March 2002 (the “Share Option Scheme”), the Company
may grant options to full-time employees (including
executive or non-executive Directors) of the Company or
its subsidiaries to subscribe for the Shares at a
consideration of HK$1 for each lot of share options granted.
The Share Option Scheme will remain valid for a period of
10 years commencing on 11 March 2002. Options granted
may be exercised during such period as would be
determined by the board of directors of the Company (the
“Board”) and notified to each grantee upon grant of the
option, but in any event not later than 10 years from the
date of grant of the option. The subscription price for Shares
under the Share Option Scheme may be determined by the
Board at its absolute discretion but in any event will not be
less than the higher of: (a) the closing price of the Shares
as stated in the Stock Exchange’s daily quotations sheet
on the date of grant of the option, which must be a business
day; and (b) the average of the closing price of the Shares
as stated in the Stock Exchange’s daily quotations sheets
for the five business days immediately preceding the date

of grant of the relevant option.
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The maximum number of Shares in respect of which options
may be granted under the Share Option Scheme shall not,
when aggregated with any shares subject to any other
schemes, exceed 10% of the number of Shares in issue as
at the date of approval of the scheme (the “Scheme
Mandate Limit”). The Company may seek approval by its
the 10%
limit under the scheme. However, the total number of Shares

shareholders in general meeting for “refreshing”
which may be issued upon exercise of all options to be
granted under all of the schemes of the Company (or its
subsidiary) under the limit as “refreshed” must not exceed
10% of the Shares in issue as at the date of approval of
the limit. Options previously granted under the scheme
(including those outstanding, cancelled, lapsed in
accordance with the scheme or exercised options) will not
be counted for the purpose of calculating the limit as

“refreshed”.

The Company may grant share options to specified
participants over and above the Scheme Mandate Limit or
the refreshed Scheme Mandate Limit referred to above
subject to shareholders’ approval in general meetings and
the issue of a circular.

The total number of Shares which may be issued upon
exercise of all outstanding options granted and yet to be
exercised under the Share Option Scheme and any other
schemes of the Company (or the subsidiary) must not
exceed 30% of the relevant class of securities of the
Company (or the subsidiary) in issue from time to time. No
options may be granted under any schemes of the Company
(or the subsidiary) if this will result in the limit being
exceeded.

RIFFRBERT 8] 7] e h R IR B AR
ﬁ@ﬂ’ﬂ&ﬁﬁ@#ﬂﬁ%hﬁéﬁha—

ZRE AFHEIESEE REBITRO A
HZW%U?%&%@%DO$A$W%&
RRG L REBRREKIEIEE|FHER
EZ10%RE-AM TEREARA (HE
MEAR) WA ERLNPAARRENE
BIRBEMARERTORNERTFEBL
ERE 2 AEEITRMMN10% © KRB
R HAREE (B RERE SR FRITE:
AR RME R HOITERRE) T
FATEEIRER-

ARAAAEELEERDBBERED
%E‘}ZLXFﬁLi%qui‘J&%BE%EE’J ZJH%
HEZB RIS A R AR K & #HE /& Jo T 358 oK

ARERBIEA B RARR (HHBRR]) T
AT E T8I M & B TEIME A RITERR
REBITEM TEITHRNBE  TEE
BAQNE (SHMBLAR) TREEITHNERE
RIFEHHI30% o B AEREE  AITEREARD
Al (KB AR MEMETEIR L RKE.



A
]

SHARE OPTION SCHEME/DIRECTORS’ RIGHTS TO
ACQUIRE SHARES IN THE COMPANY (continued)

The total number of Shares issued and to be issued upon
exercise of the options granted to a participant of the Share
Option Scheme (including both exercised and outstanding
options) in any 12-month period up to the date of grant to
each participant shall not exceed 1% of the Shares in issue,
and any further grant of options in excess of such limit
shall be approved by shareholders in general meeting with
such participant and his associates abstaining from voting.
The Company must also send a circular to its shareholders.

No option had been granted by the Company under the

Share Option Scheme since its adoption.

Save as disclosed above, at no time during the year was
the Company or any of its subsidiaries a party to any
arrangements to enable the Directors to acquire benefits
by means of the acquisition of Shares in, or debentures of,
the Company or any other body corporate and neither the
Directors nor the chief executive, nor any of their spouses
or children under the age of 18, had any right to subscribe
for the securities of the Company, or had exercised any
such right.
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The register of substantial shareholders maintained under
the SFO showed that, other than the interests disclosed
above in respect of certain Directors, the following
shareholders had a beneficial interest of 5% or more in the
issued share capital of the Company as at 31 December
2003:

Name Note

e ft &t

Efficient Market Investments Limited

(“Efficient Market”) 1
Knightcote Enterprises Limited

(“Knightcote”) 2
Dr. Tsai 3
=i+
Mr. Su 4
Ms. Su 5
B+
Notes:
1. Efficient Market is beneficially owned by Knightcote.
2. Knightcote is beneficially owned by Dr. Tsai as to 70%,

Mr. Su at to 156% and Ms. Su as to 15%.

3. These shares are attributable to Dr. Tsai in respect of her
70% interest in Knightcote.

4. These shares are attributable to Mr. Su in respect of his
15% interest in Knightcote.

5. These shares are attributable to Ms. Su in respect of her
15% interest in Knightcote.

REESAPBEGRIFENEIERREME
BT LA RERERE TESNERIN
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N

T
Percentage of the
Company'’s issued
Number of share capital
ordinary shares HARA T
EERH™A ERITRAES L
1,500,000,000 75.00%
1,500,000,000 75.00%
1,500,000,000 75.00%
225,000,000 11.25%
225,000,000 11.25%
B &t -
1. Efficient Marketfa Knightcote® 25 ¥ & ©

2. Knightcote Bl R &5 18 & #R S £ REF &+
BREBTO%  15% R 15% k-

3. ZE R 1D B L E T EKnightcote A 70%
MM EAEATEE -

4, 7 %5 R 19D B &k 5t A TEKnightcote B 15%
MR EATEE -

5. % E B0 9t & 2 T EKnightcote i & 15%
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DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

Save as disclosed in Note 34 to the financial statements,
no Director had a significant beneficial interest, either direct
or indirect, in any contracts of significance to the business
of the Group to which the Company or any of its holding
companies or subsidiaries was a party during the year.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS
During the year and up to the date of this report, no
Directors is considered to have an interest in a business
which competes or is likely to compete, either directly or
indirectly, with the business of the Group, as defined by
the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”), other than those businesses
of which the directors of the Company have been appointed
as directors to represent the interests of the Company and/
or the Group.

MANAGEMENT CONTRACT

Save as disclosed in the section headed “Financial review”
under Management Discussion and Analysis, “Connected
Transactions” under Directors’ Report of this annual report
and Note 16(c) to the financial statements, no contracts
concerning the management and administration of the whole
or any substantial part of the business of the Company
were entered into or existed during the year.

CONNECTED TRANSACTIONS
Details of the connected transactions that are required to
be disclosed for the year ended 31 December 2003 are

set out in Notes 16(b) and 34 to the financial statements.

FIVE YEAR SUMMARY

A summary of the results and of the assets and liabilities
of the Group for the last five financial years is set out on
pages 5 to 6.

RETIREMENT SCHEMES
Particulars of the retirement schemes operated by the Group
are set out in Note 26 to the financial statements.
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The Company established an audit committee (the “Audit
Committee”) on 11 March 2002 with written terms and with
reference to guidance published by the Hong Kong Society
of Accountants. The primary duties of the audit committee
are to review and supervise the financial reporting and
internal control procedures of the Group. The Audit
Committee has reviewed with management the accounting
principles and practices adopted by the Group and
discussed auditing, internal controls and financial reporting
matters including a review of the financial statements for
the year ended 31 December 2003. The Audit Committee
comprised of all the independent non-executive Directors
and has met six times in 2003. The Audit Committee has
met to review the financial statements of the Group for the
year ended 31 December 2003 prior to recommending them
to the Board for approval.

The Company is committed to maintain high corporate
governance practices and has complied throughout the
year with the Code of Best Practice as set out in Appendix
14 of the Listing Rules.

Messrs. KPMG have been appointed by the Board of the
Company as auditors of the Company with effect from 9
February 2004 to fill the casual vacancy following the
resignation of Messrs. PricewaterhouseCoopers on 31
December 2003.

Messrs. KPMG, being eligible, offer themselves for
re-appointment. A resolution for the reappointment of
Messrs. KPMG as auditors of the Company is to be
proposed at the forthcoming Annual General Meeting.

By order of the Board
Dr. Tsai Yen Yu
Chairman

Hong Kong
20 May 2004
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KPMG!

AUDITORS’ REPORT TO THE SHAREHOLDERS OF

NATURAL BEAUTY BIO-TECHNOLOGY LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 39 to
128 which have been prepared in accordance with
accounting principles generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND
AUDITORS

The company'’s directors are responsible for the preparation
of the financial statements which give a true and fair view.
In preparing financial statements which give a true and fair
view it is fundamental that appropriate accounting policies
are selected and applied consistently, that judgements and
estimates are made which are prudent and reasonable and
that the reasons for any significant departure from
applicable accounting standards are stated.

It is our responsibility to form an independent opinion,
based on our audit, on those financial statements and to
report our opinion solely to you, as a body, and for no
other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this
report.

BASIS OF OPINION

We conducted our audit in accordance with Statements of
Auditing Standards issued by the Hong Kong Society of
Accountants. An audit includes examination, on a test basis,
of evidence relevant to the amounts and disclosures in the
financial statements. It also includes an assessment of the
significant estimates and judgements made by the directors
in the preparation of the financial statements, and of
whether the accounting policies are appropriate to the
company’s and the group’s circumstances, consistently
applied and adequately disclosed.
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We planned and performed our audit so as to obtain all
the information and explanations which we considered
necessary in order to provide us with sufficient evidence
to give reasonable assurance as to whether the financial
statements are free from material misstatement. In forming
our opinion we also evaluated the overall adequacy of the
presentation of information in the financial statements. We
believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the financial statements give a true and fair
view of the state of affairs of the company and of the group
as at 31 December 2003 and of the group’s profit and
cash flows for the year then ended and have been properly
prepared in accordance with the disclosure requirements
of the Hong Kong Companies Ordinance.

KPMG

Certified Public Accountants

Hong Kong,
20 May 2004

BMPERSMETEL IR RUABE—
DEMARB/LANEREBEERER E1
PREEBEONEE RUBBRRESHFE
Eﬁm%%ﬁ%ﬁﬁéﬁmﬁﬁﬂﬁﬁﬁaﬁ
B HZATEGEMHERRABAENEER
FRERA-RMABE RANEZTIFER
THERBIABHER-

BMRE LM BERREGEEN QA

Rt BERAFRIR BEEBRZ-ZZT=F+=
A=+—H®BERAZM BE£EEZEZA

EFEMEFERReRE YERBREB(A
ARG B AR R

EEREMERA
BE B AN

BB
—EENFRA=-+H



Turnover

Cost of sales/services

Other revenue

Other net (loss)/income
Distribution costs
Administrative expenses
Other operating expenses
Profit from operations

Finance costs

Profit from ordinary activities
before taxation

Income tax

Profit from ordinary activities
after taxation

Minority interests

Profit attributable to shareholders

Dividends attributable to the year:

Interim dividend declared during
the year

Final dividend proposed after the
balance sheet date

Basic earnings per share

The notes on pages 46 to 128 form part of these financial

statements.

ZE=FFR

For the year ended 31 December 2003 #Z—ZTZT=F1—-H=1—HIFEF
(Expressed in Hong Kong dollars) (L& A& r)

Note
o aF
=2 2
HE RIS A
H A A 3

Hit (B518) Mz %5 3
THAX

Hh 48 & X

R

& AR 4(a)

BB BEEED
pil 4

gt 5

BREKRBEEL
i

DEBRE S

% 3R B 45 3 Rl 8
FREMGRF: 9
FAE TR HBF

A H B 1R BR
R HA AR

BREXRZF 10

e

2003 2002
—EE=F —EE—F
restated
E75
(note 11)
(Btat11)
$°000 $°000
FT Fr
320,086 323,251
(61,192) (86,776)
258,894 236,475
20,109 12,676
(583) 7,981
(123,536) (100,118)
(69,576) (59,190)
(1,777) (3,250)
83,531 94,574
(6) (477)
83,525 94,097
(30,084) (27,174)
53,441 66,923
701 1,335
54,142 68,258
12,000 15,000
30,000 40,000
42,000 55,000
$0.027 $0.036

F46ZE 1288 Z M E AR B 5 3R 2 H 7 &

39



ANNUAL REPORT 2003

As at 31 December 2008 R=—ZFZE=F1+—-H=1—H
(Expressed in Hong Kong dollars) (L{ET A% Nz)

Non-current assets
Fixed assets
— Investment properties
— Other fixed assets

Intangible assets

Goodwill

Interest in associate
Investment securities
Deferred tax assets

Other long-term receivables
Other assets

Current assets
Investments

Inventories

Trade and other receivables
Cash and cash equivalents

Current liabilities
Trade and other payables
Deferred income

Current taxation

ARBEE
EE & &=

- REME
—HpETEE

BVEE

e

N R /NI E
BRERS

B IAEE

H At 5= H U B K
HEE

RBEE

BE

A

B 5 I H e W BR K
RehBEEED

RBEE
B 5 I H e BR K
i W 2
Bl IR

Note
b aF

13

14
15
17
18
28
16(c)
19

20
21
22
23

24
25
28

2003 2002
—E2E=HF —EE-F
restated

Exl

(note 11)

(Bfat11)

$°000 $°000
FT For
145,673 140,480
206,854 221,706
352,527 362,186
3,203 5,266
23,625 11,200
942 942
11,282 11,282
9,825 10,490
8,739 -

- 11,043
410,143 412,409
67,642 88,133
62,706 52,718
130,659 101,132
170,265 216,778
431,272 458,761
53,675 69,487
5,244 18,646
13,532 11,303
72,451 99,436




Net current assets

Total assets less current liabilities

Non-current liabilities

Defined benefit liability

Minority interests

Net assets

Capital and reserves

Share capital
Reserves

ZE=FFR

RBEERE

REERRBAEME

FRBEE

THERMAE

LBRRERS

EEFRE

MR K B

(LN
fré 18

Approved and authorised for issue by the board of directors

on 20 May 2004.

Dr Tsai Yen Yu

EHREEL

Director

EF

The notes on pages 46 to 128 form part of these financial

statements.

As at 31 December 2008 R=—ZFZE=F1+=-H=1—H
(Expressed in Hong Kong dollars) (L& A& r)

Note 2003 2002
ibE=3 —EE=F T -
restated

57

(note 11)

(KtaE11)

$°000 $'000

T F

358,821 359,325

768,964 771,734

= 8,376 7,598
10,199 20,322

750,389 743,814

29 200,000 200,000
30 550,389 543,814
750,389 743,814

R_ZETENFAA-_THHESSHRETR

Mr Lee Ming Ta
THERE

Director

EF

o

FA6E128H 2 M xR M RR 2 H P 20
b2
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As at 31 December 2008 R=—ZFZE=F1+—-H=1—H
(Expressed in Hong Kong dollars) (L{ET A% Nz)

Non-current assets
Interest in subsidiaries
Investment securities

FRBEE
NSN3

RAES

Current assets REBEE

Trade and other receivables B 5 N E b e U ER R
Cash and cash equivalents ReFReEED
Current liabilities RBAE

Trade and other payables B 5 & H M E IR
Net current assets REBEEZFE

Net assets BEFE

Capital and reserves BAREE

Share capital R 7=

Reserves it

Note
o aF

16
18

22
23

24

29

2003 2002
—RF=F | —TT-F
restated

E75

(note 11)

(Btat11)

$°000 $°000
FT Fr
546,622 471,527
6,786 6,786
953,408 | - 478,313
1,836 424
7,967 60,144
9,803 | 60,568
2,300 | 1,416
7,503 | 59,152
560,911 537,465
200,000 200,000
360,911 337,465
560,911 537,465

Approved and authorised for issue by the board of directors
on 20 May 2004.

Dr Tsai Yen Yu
EREEL
Director

EF

The notes on pages 46 to 128 form part of these financial
statements.

—EENFHEA-tEMESEHELE
Tz o

WK

Mr Lee Ming Ta
THESXE
Director

EF

FA46Z2 1288 2 M sE BB SRR 2 E A f

gre



Shareholders’ equity as at 1 January

— As previously reported

— Prior period adjustments arising
from change in accounting
policy for deferred tax

— As restated

Surplus/(deficit) on revaluation of
investment properties

Exchange differences arising on
translation of the financial
statements of foreign entities

Net gains not recognised in the
income statement

Net profit for the year:
— As previously reported
— Prior period adjustment arising
from change in accounting
policy for deferred tax

Net profit for the year
(2002: as restated)

Dividends declared or approved
during the year

Movements in shareholders’ equity
arising from capital transactions
with shareholders:

— Net proceeds from placing and
new issue of shares

Shareholders’ equity as at
31 December

The notes on pages 46 to 128 form part of these financial

statements.

TZE=FFR

For the year ended 31 December 2003 #Z—ZTZT=F1—-H=1—HIFEF
(Expressed in Hong Kong dollars) (L& A& r)

Note
o aF

R—A—BZBREEZR

— 0B R R

— R IEE TR
BEELE
A B 7 & 11

— &7

BEYESR
B (B 30

BN R B 2 M RE
ERFTHEEEE
30

YR ARE R
Yz #58

KEZHF :
— 0 B B3R 30
—IRERIEBG T BUR
BEEL
A B 7 & 11

AN [E 4R
—ZTT_F:FY)

FAEE IR
#Ht & 2 B 7 30

BRI ITR AR 5
B RN

—BRERFRET
FTiSsRI8 558 29, 30

R+—_A=+—H82
EX

4N o

77

2003 2002
—2F=F | —TT-F
restated

Egl

(note 11)

(Btat11)

$°000 $°000

FT Fr
734,130 454,343
9,684 7,687

_____ 743,814 | 462,030
4,696 (1,834)

(263) 2,890
Al 1,056
54,142 66,472

- 1,786

______ 54,142 | 68,258
_____ (52,000)  (37,960)
_____________ - ...250,430
750,389 743,814

F46ZE 1288 Z M E A M 53R 2 H &
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For the year ended 31 December 2003 #HZ=—FTZFE=4F1+_—A=1—HILFE
(Expressed in Hong Kong dollars) (L{ET A% Nz)

Operating activities
Profit from ordinary activities
before taxation
Adjustments for:
— Depreciation
— Amortisation of goodwill
— Amortisation of other
intangible assets
— Gain on disposal of assets held
for resale
— Loss on disposal of fixed assets
— Net realised and unrealised gain
on trading and other securities
carried at fair value
— Interest income
— Finance costs

Operating profit before changes in
working capital

Increase in inventories

Increase in trade and other
receivables

Decrease in trade and other payables

(Decrease)/increase in

deferred income
Increase in defined benefit liability
Cash generated from operations

Overseas tax paid

Net cash from operating activities

Note
b aF

2

REED
R BRI B R SR 55 A

RABTIEIEA:
- E
— B
—HEMEVEE#N

—HERFEEEE
Z Wk
—HhEBRTEEEZERE
—RRFEEINKZEER
MEMESZEEH
R R B30 W 5 0% B
— M B Yz
— BE KA

EEESBBA
R
FEIB M
B 5 RHEM R
R #KIE
B 5 R H i FE 1 BR B
EIE Wz Ol )/ H

TR KR A B E 18 00
REXBEEZRE
B BINRIA

RETHHMBREFR

2003 2002
—BF=F | —TT_F
$°000 $°000
F For
83,525 94,097
23,084 20,590
4,445 83
2,477 1,098
- (5,817)
1,752 158
(1,841) (2,445)
(930) (1,903)

6 477
112,518 106,338
(22,161) (44)
(36,704) (36,763)
(3,428) (3,558)
(13,402) 18,646
778 822
37,601 85,441
(27,534) (38,193)
10,067 47,248



Investing activities

Payment for purchase of fixed assets

Proceeds from disposals of assets
held for resale

Proceeds from disposals of
fixed assets

Payment for purchase of investment
securities

Payment for purchase of associate

Acquisition of additional equity
interests in non-wholly owned
subsidiaries

Prepayment for acquisition of
additional equity interests in
non-wholly owned subsidiaries

Payment for purchase of subsidiary,
net of cash acquired

Interest received

Payment for purchase of trading
securities

Proceeds from sale of trading
securities

Expenditure on intangible assets

Net cash outflow in respect of
assets entrustment agreements

Net cash used in investing
activities

Financing activities

Proceeds from placing and new
issue of shares

Share issuance expenses

Net decrease in short-term bank
borrowings, net of repayments

Interest paid

Capital contribution from minority
shareholders

Dividends paid

Dividends paid to minority
shareholders

Net cash (used in)/from financing
activities

(Decrease)/increase in cash and
cash equivalents

Cash and cash equivalents at
1 January

Effect of foreign exchange rate
changes

Cash and cash equivalents at
31 December

ZE=FFR

For the year ended 31 December 2003 #Z—TZE=F1_A=+—HIFFZ
(Expressed in Hong Kong dollars) (L& A& r)

IR ok
ez
i 4

EE EEMmRS
TR 3R TR (ff S
B8 i 2 00 5

ol S8 5 e}
Y i B mY

G
]
\><|F'
Fa
I
=
e

3

=
>
R
UL
T
F> I
e = ol
EX =T
Rl

8 15 W s 3F \
BEOI B A 51 R IR

Y R BT 18 2» =) BT A< 3R IR
BT RE AR &

2 %A B
BEE B SR

HEBEBRBSFMEHIA
BVEERMX

BEZREREW:
R R

>

it

REXBHMARE TR

mMETH

Mﬁﬁ%kﬁﬁ
Fr 1S 518

f& 5 ?é‘ﬁ%ﬁﬁ

KHASR 1T 1B BB
FEE LR AR

=ENERS

ELHBERAER

E 1 B A
B D EBER B A

ﬂﬁéﬁ@ﬁﬁ/ﬁ
B FE

ﬁﬁ&ﬁ%%ﬁ%
W) &
H H—EZE%&
BEZEEY
EREFH o8

R+=-—A=+-—-8B2
HEeERBELEEY

The notes on pages 46 to 128 form part of these financial

statements.

e
ey
i
e
i

E
»

Note
o aF

al

e

23

2003 2002
—2F=F | —TT_F
$°000 $'000
Fr Fr
(11,368) (44,638)

- 29,912

2,199 3,124

- (6,786)

- (942)
(10,185) (14,859)

- (11,043)

(7,150) -
930 1,903
(200,369) (110,516)
222,701 90,578
(405) (1,006)
(360) -
_______ (4,007) | ____(64,273)
- 275,000

- (24,570)

- (2,112)

(6) (477)

- 3,615
(52,000) (94,044)
(287) (188)

_____ (52,293) | 157,224
(46,233) 140,199
216,778 76,110
(280) 469
170,265 216,778

FA46Z2 1288 2 M sE AKX B SRR 2 E A f
paN
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(Expressed in Hong Kong dollars) (U&7t A& )

(a)

(b)

Statement of compliance

These financial statements have been
prepared in accordance with all applicable
Hong Kong Financial Reporting Standards
(which includes all applicable Statements of
Standard Accounting Practice and
Interpretations) issued by the Hong Kong
Society of Accountants, accounting principles
generally accepted in Hong Kong and the
requirements of the Hong Kong Companies
Ordinance. These financial statements also
comply with the applicable disclosure
provisions of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong
Kong Limited (“SEHK”). A summary of the
significant accounting policies adopted by the
group is set out below.

Basis of preparation of the financial
statements

The measurement basis used in the
preparation of the financial statements is
historical cost modified by the revaluation of
investment properties, and the marking to
market of certain investments in securities as
explained in the accounting policies set out
below.

(a)

(b)

JTEBH
WK IR R BB G FHAD
REBRHZABEARBENHK
RRER (REMAER S
EREARRE) BEARE
ARAIREBERBGH ZHRE
B EMHERRTFTEE
BHARIMBRAR ([BX
Frl) B LmARANZERKE
ME-RNEEXRBZIEEES
BREZ M T e

CERP B E) SN
PlAGEEE EEEREY
EY AR TN 0
BETRARAHEMEE
T



(b)

(c)

TZE=FFR

Basis of preparation of the financial
statements (continued)

Pursuant to a group reorganisation in
connection with the listing of the company’s
shares on SEHK, the company became the
holding company of the other companies
comprising the group on 11 March 2002. The
company and its subsidiaries resulting from
the reorganisation have been regarded as a
continuing group. Accordingly, the
reorganisation has been accounted for on the
basis of merger accounting, under which
consolidated financial statements have been
prepared as if the company had been the
holding company of the other companies
comprising the group throughout the year
ended 31 December 2002, or since their
respective dates of the incorporation or
establishment, whichever is later.

Subsidiaries and controlled enterprises

A subsidiary is a company in which the group,
directly or indirectly, holds more than half of
the issued share capital, or controls more than
half the voting power, or controls the
composition of the board of directors.
Subsidiaries are considered to be controlled
if the company has the power, directly or
indirectly, to govern the financial and
operating policies, so as to obtain benefits

from their activities.

An investment in a controlled subsidiary is
consolidated into the consolidated financial
statements.

(Expressed in Hong Kong dollars) (L& 55 Nz)

(b)

(c)

RRUBHEREE (E)

RAZ B A2 B B0 ROBsE X P b
MMETHEEEMR A2 F

KRBT _F=-A+—HKR
ARARENEMRFZER
ARE-ARAREREAME
EEKEBRBRRIERAELE
MEE-Hit SHCREHE
FEEEFR B mRES M
BRRE HARARERE
E_TT_F+_HA=+—H
IFEREARNEE 2 EM
NAE BRI A A
it (ABEERE) B /AKX
KEBZHEMARNZERRD
Ao

B S 2 R ER TR b 3
MBAREASRBEERZREE
REEERITRA—FNU L
FIEHFEBA TR ERLES

EHNZAB - WARAATE
&iﬁ&?ﬂﬁ%ﬁ&wék
RARPERN ZEHEBEQ
B BTSSR

RETEHHB AR 2 RELE
AR AEMBEREA-
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(Expressed in Hong Kong dollars) (U&7t A& )

(c)

Subsidiaries and controlled enterprises
(continued)

Intra-group balances and transactions, and
any unrealised profits arising from intra-group
transactions, are eliminated in full in preparing
the consolidated financial statements.
Unrealised losses resulting from intra-group
transactions are eliminated in the same way
as unrealised gains, but only to the extent that
there is no evidence of impairment.

Minority interests at the balance sheet date,
being the portion of the net assets of
subsidiaries attributable to equity interests that
are not owned by the company, whether
directly or indirectly through subsidiaries, are
presented in the consolidated balance sheet
separately from liabilities and the
shareholders’ equity. Minority interests in the
results of the group for the year are also
separately presented in the consolidated
income statement.

Where losses attributable to the minority
exceed the minority interest in the net assets
of a subsidiary, the excess, and any further
losses attributable to the minority, are charged
against the group’s interest except to the
extent that the minority has a binding
obligation to, and is able to, make good the
losses. All subsequent profits of the subsidiary
are allocated to the group until the minority’s
share of losses previously absorbed by the
group has been recovered.

In the company’s balance sheet, an investment
in a subsidiary is stated at cost less any
impairment losses (see note 1(k)).

(c)

MEAREEREE (E)

SEAFZEHRER S AR
SEABRHAEL ZEMK
BEGEN AERREE MK
R B 2 B B o 2 M RO
BZBERAT SEREXHE
EZREERER DB AE
B s R 2 I A

REERZ LB REEEL
FER AR A B &k EE A B
BRARGESR Z A a5 e h It
BRREEZREND BRAD
BERBENEREERER
HEERERERORAZ -
AEBEAFEXEZVBER
Ba TREENRERBILZ
5l

WA B REEEEBL X
MEBAREEFEZDBER
am AEHBBER D BER
FEEERE— P EBERRMIEE
HAKEED HELBRRE
EXNRMUEEEHE M ERE
ZBERAIERR P R RE
EZHBARGEN D REARE
RN QDTN AN S TE S
EZLBBEREEEBERR L

EARRRZEERBRT R
MBAR < REBKANERE
£ AR B & B 5 Bk (R
1(k)) °



(d)

TZE=FFR

Associates

An associate is an entity in which the group
or company has significant influence, but not
control or joint control, over its management,
including participation in the financial and
operating policy decisions.

An investment in an associate is accounted
for in the consolidated financial statements
under the equity method and is initially
recorded at cost and adjusted thereafter for
the post acquisition change in the group’s
share of the associate’s net assets. The
consolidated income statement reflects the
group’s share of the post-acquisition results
of the associates for the year, including any
amortisation of positive or negative goodwill
charged or credited during the year in
accordance with note 1(e).

Unrealised profits and losses resulting from
transactions between the group and its
associates are eliminated to the extent of the
group’s interest in the associate, except where
unrealised losses provide evidence of an
impairment of the asset transferred, in which
case they are recognised immediately in the
income statement.

In the company’s balance sheet, its
investments in associates are stated at cost
less impairment losses (see note 1(k)).

(Expressed in Hong Kong dollars) (L& 55 Nz)

(d)

EAQF
AIEASEHAREH
BEHERFEN &
LR MR SRR B
PSR AREFEEECE
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2
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WEEE QR ZE TR
RAARAMBHRER BERE
RAEARR R LA KB
HHEARBEEFERKEER
ZEPHELRE-RRNRER
J2 bR AN &= B 10 7 4F [ A Bt /2
RAZWBERERE BREM
P AR IR M 5 1(e)F0 BR SR AT
ACEREHEHEHRE-

AEBEREBERNRETRS
FRESZ RER iGN R EIEY
BAKBEFEZBERB 2K
afH ERAERBRATE
RAFTEE 2 EE L IRRE R
SHRAERZERAER -

EARRZEEAGBRY K
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(Expressed in Hong Kong dollars) (U&7t A& )

(e)

Goodwill

Positive goodwill arising on consolidation
represents the excess of the cost of the
acquisition over the group’s share of the fair
value of the identifiable assets and liabilities
acquired. In respect of controlled subsidiaries,
positive goodwill is amortised to the
consolidated income statement on a straight-
line basis over its estimated useful life of 5
years. Positive goodwill is stated in the
consolidated balance sheet at cost less any
accumulated amortisation and any impairment
losses (see note 1(k)).

In respect of acquisitions of associates,
positive goodwill is amortised to the
consolidated income statement on a straight-
line basis over its estimated useful life. The
cost of positive goodwill less any accumulated
amortisation and any impairment losses (see
note 1(k)) is included in the carrying amount
of the interest in associates.

On disposal of a controlled subsidiary or an
associate during the year, any attributable
amount of purchased goodwill not previously
amortised through the consolidated income
statement or which has previously been dealt
with as a movement on group reserves is
included in the calculation of the profit or loss
on disposal.

(e)

e

HERERELZIEBMETE
Ust B P A 1R 7 S 1B 41 AT U
BUBAREENRBEATEE
MO -MATIEGINBABMS
ERBRAEMGAEBFSRS
FUEREN R B ERT #
HeEBWBRANEREMR
o 55 R (R RUE B B DI AR
REEREAR (RMEK) -

R EBEARMS EHE
WEALFT AIE R FHAERR
REZaasR P #EHE - EEE
A HZ K AN BB 2 AT (] R AR B 5
RAEMDREER (R E1(k)
BT ABE QRS ZREE
o

5 1A P Y A A Sl
LRBIR - EABERRNES
Wan kP EHSA I IER B E
EPoBERBERERE R
ARELERER AK-



()

TZE=FFR

Other investments in securities

The group’s and the company’s policies for

investments in

securities other than

investments in subsidiaries and associates are

as follows:

(i)

(iif)

Investments held on a continuing basis
for an identified long-term purpose are
classified as investment securities.
Investment securities are stated in the
balance sheet at cost less any
provisions for diminution in value.
Provisions are made when the fair
values have declined below the carrying
amounts, unless there is evidence that
the decline is temporary, and are
recognised as an expense in the
income statement, such provisions
being determined for each investment

individually.

Provisions against the carrying value of
investment securities are written back
when the circumstances and events that
led to the write-down or write-off cease
to exist and there is persuasive
evidence that the new circumstances
and events will persist for the

foreseeable future.

All other securities (whether held for
trading or otherwise) are stated in the
balance sheet at fair value. Changes in
fair value are recognised in the income
statement as they arise. Securities are
presented as trading securities when
they were acquired principally for the
purpose of generating a profit from
short term fluctuations in price or
dealer’'s margin.

(Expressed in Hong Kong dollars) (L& 55 Nz)

()

Hit RE & %
AEBRANRRIEBIRERS
(MBARRBE AR 2RE
BRoN) 2 BRI

(i)

(iii)

BEBEERAECE
EHRGZREDER
REBF - WERBHENK
AR B R A ] R (B X
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(Expressed in Hong Kong dollars) (U&7t A& )

()

(9)

Other investments in securities (continued)

(iv)

Profits or losses on disposal of
investments in securities are determined
as the difference between the estimated
net disposal proceeds and the carrying
amount of the investments and are
accounted for in the income statement
as they arise.

Fixed assets

(i)

Fixed assets are carried in the balance
sheet on the following bases:

- investment properties with an

unexpired lease term of more
than 20 years are stated in the
balance sheet at their open
market value which is assessed
annually by external qualified
valuers;

= land and buildings held for own

use are stated in the balance
sheet at their revalued amount,
being their open market value at
the date of revaluation less any
subsequent accumulated
depreciation (see note 1(j)).
Revaluations are performed by
qualified valuers with sufficient
regularity to ensure that the
carrying amount of these assets
does not differ materially from
that which would be determined
using fair values at the balance
sheet date; and

- all other fixed assets are stated

in the balance sheet at cost less
accumulated depreciation (see
note 1(j)) and impairment losses
(see note 1(k)).
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(9)

TZE=FFR

Fixed assets (continued)

(if)

(iiif)

Changes arising on the revaluation of
investment properties are generally
dealt with in reserves. The only
exceptions are as follows:

- when a deficit arises on
revaluation, it will be charged to
the income statement, if and to
the extent that it exceeds the
amount held in the reserve in
respect of the portfolio of
investment properties,

immediately prior to the

revaluation; and

- when a surplus arises on
revaluation, it will be credited to
the income statement, if and to
the extent that a deficit on
revaluation in respect of the
portfolio of investment properties,
had previously been charged to

the income statement.

Subsequent expenditure relating to a
fixed asset that has already been
recognised is added to the carrying
amount of the asset when it is probable
that future economic benefits, in excess
of the originally assessed standard of
performance of the existing asset, will
flow to the enterprise. All other
subsequent expenditure is recognised
as an expense in the period in which it
is incurred.

(Expressed in Hong Kong dollars) (L& 55 Nz)
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(Expressed in Hong Kong dollars) (U&7t A& )

(g) Fixed assets (continued)

(iv)

Gains or losses arising from the
retirement or disposal of a fixed asset
are determined as the difference
between the estimated net disposal
proceeds and the carrying amount of
the asset and are recognised in the
income statement on the date of
retirement or disposal. On disposal of
an investment property, the related
portion of surpluses or deficits
previously taken to the investment
properties revaluation reserve is also
transferred to the income statement for
the year. For all other fixed assets, any
related revaluation surplus is transferred
from the revaluation reserve to retained
profits.

(h) Intangible assets (other than goodwill)

(i)

Expenditure on research activities,
undertaken with the prospect of gaining
new scientific or technical knowledge
and understanding, is recognised as an
expense in the period in which it is
incurred. Expenditure on development
activities is capitalised if the product
or process is technically and
commercially feasible and the group
has sufficient resources and the
intention to complete development. The
expenditure capitalised includes the
cost of materials, direct labour and an
appropriate proportion of overheads.
Capitalised development costs are
stated at cost less accumulated
amortisation (see note 1(j)) and
impairment losses (see note 1(k)). Other
development expenditure is recognised
as an expense in the period in which it
is incurred.
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(h)

Intangible assets (other than goodwill)
(continued)
(i) Other

TZE=FFR

(Expressed in Hong Kong dollars) (L& 55 Nz)

(h)

intangible assets that are

acquired by the group are stated in the

balance sheet at cost less accumulated

amortisation (see note

(1))

and

impairment losses (see note 1(k)).

BREE (BERMD) (&)

(if)

N6 B AT U B A EL A
FEEETIARAERZ
BEHE (RHME1G) &
A E B (R 1K)
REEBERANIIE-R
HDELEANERDESH

(iif)

Expenditure on internally generated
goodwill and brands is recognised as
an expense in the period in which it is
incurred.

Subsequent expenditure on an
intangible asset after its purchase or
its completion is recognised as an
expense when it is incurred unless it is
probable that this expenditure will
enable the asset to generate future
economic benefits in excess of its
originally assessed standard of
performance and this expenditure can
be measured and attributed to the asset
reliably. If these conditions are met, the
subsequent expenditure is added to the

cost of the intangible asset.

Leased assets

RELHBER R/
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Leases of assets under which the lessee

assumes substantially all the risks and benefits

of ownership are classified as finance leases.

Leases of assets under which the lessor has

not transferred all the risks and benefits of

ownership are classified as operating leases.
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(Expressed in Hong Kong dollars) (U&7t A& )

()]

Leased assets (continued)

Where the group has the use of assets under
operating leases, payments made under the
leases are charged to the income statement
in equal instalments over the accounting
periods covered by the lease term, except
where an alternative basis is more
representative of the pattern of benefits to be
derived form the leased asset. Lease
incentives received are recognised in the
income statement as an integral part of the
aggregate net lease payments made.
Contingent rentals are charged to the income
statement in the accounting period in which
they are incurred.

Amortisation and depreciation

(i) No depreciation is provided on
investment properties with an unexpired
lease term of over 20 years or on
freehold land.

(i) Depreciation is calculated to write off
the cost or valuation of other fixed
assets over their estimated useful lives
and residual rates as follows:

Land and buildings
d 3 K B E Y

Leasehold improvements

()]

40 - 55 years
40-55%F
The shorter of the unexpired

Useful life
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(i) HUBEETEEZTER
BEIAIERFHREE
RMHRASKGE TE
EACR UM

Residual rates
BEX

0% - 10%

0% — 10%

period of the lease and

HEHRR

Machinery and equipment
IR

Motor vehicles

AER®E

Furniture and fixtures
REAREKE

2 — 15 years

3 -5 years

estimated useful life

e tH & F B R b5t Al A
FH (UREER%E)

5 - 10 years

0% - 10%
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0% - 10%
3-5%F
0% — 10%
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1)

(k)

TZE=FFR

Amortisation and depreciation (continued)

(iii) ~ Amortisation of intangible assets is
charged to the income statement on a
straight-line basis over the assets’
estimated useful lives as follows:

— capitalised development
costs 5 years
— patents and
trademarks 510 10 years
Impairment of assets
Internal and external sources of information
are reviewed at each balance sheet date to
identify indications that the following assets
may be impaired or an impairment loss
previously recognised no longer exists or may
have decreased:

fixed assets (other than properties

carried at revalued amounts);

- investments in subsidiaries and

associates;

- intangible assets; and

positive goodwill.

If any such indication exists, the asset’s
recoverable amount is estimated. An
impairment loss is recognised in the income
statement whenever the carrying amount of

such an asset exceeds its recoverable amount.

(Expressed in Hong Kong dollars) (L& 55 Nz)

1)

(k)

BERTE (&)

(i) W|EBECZHEREE
ZIHETAIE A EAE
mEBWERME:

—BREXR

FH 2 B AR 54
—HFER

ki 5-10%

BEERME

ARENEEEE A EHAR
KON E R HR - LA A 2 B
EPRBRTAEER LR
R JL Bk 58 B 2 MR 2 BUE
BREAEGFEXAED R

%

- BEEE(REMFE?
RZMERIN)

— KB AR R E DA
2RE:

- BVEE Rk

HWERBEEMNZETFRFE
HefstEEZWEHE-E
B E R E 2 FR A o
B OREEER T AER-

57



58

ANNUAL REPORT 2003

(Expressed in Hong Kong dollars) (U&7t A& )

(k)

Impairment of assets (continued)

(i)

(ii)

Calculation of recoverable amount

The recoverable amount of an asset is
the greater of its net selling price and
value in use. In assessing value in use,
the estimated future cash flows are
discounted to their present value using
a pre-tax discount rate that reflects
current market assessments of time
value of money and the risks specific
to the asset. Where an asset does not
generate cash inflows largely
independent of those from other assets,
the recoverable amount is determined
for the smallest group of assets that
generates cash inflows independently

(i.e. a cash-generating unit).

Reversals of impairment losses

In respect of assets other than goodwill,
an impairment loss is reversed if there
has been a favourable change in the
estimates used to determine the
recoverable amount. An impairment loss
in respect of goodwill is reversed only
if the loss was caused by a specific
external event of an exceptional nature
that is not expected to recur, and the
increase in recoverable amount relates
clearly to the reversal of the effect of

that specific event.

A reversal of impairment losses is
limited to the asset’s carrying amount
that would have been determined had
no impairment loss been recognised in
prior years. Reversals of impairment
losses are credited to the income
statement in the year in which the
reversals are recognised.
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(m)

TZE=FFR

Inventories
Inventories are carried at the lower of cost

and net realisable value.

Cost is calculated using the weighted average
cost formula and comprises all costs of
purchase, costs of conversion and other costs
incurred in bringing the inventories to their

present location and condition.

Net realisable value is the estimated selling
price in the ordinary course of business less
the estimated costs of completion and the
estimated costs necessary to make the sale.

When inventories are sold, the carrying amount
of those inventories is recognised as an
expense in the period in which the related
revenue is recognised. The amount of any
write-down of inventories to net realisable
value and all losses of inventories are
recognised as an expense in the period the
write-down or loss occurs. The amount of any
reversal of any write-down of inventories,
arising from an increase in net realisable value,
is recognised as a reduction in the amount of
inventories recognised as an expense in the
period in which the reversal occurs.

Cash equivalents

Cash and cash equivalents comprise cash at
bank and on hand, demand deposits with
banks and other financial institutions, and
short-term, highly liquid investments that are
readily convertible into known amounts of cash
and which are subject to an insignificant risk
of changes in value, having been within three
months of maturity at acquisition.

(Expressed in Hong Kong dollars) (L& 55 Nz)
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(Expressed in Hong Kong dollars) (U&7t A& )

(n)

Employee benefits

(1)

(if)

(iiif)

Salaries, annual bonuses, paid annual
leave, leave passage and the cost to
the group of non-monetary benefits are
accrued in the year in which the
associated services are rendered by
employees of the group. Where
payment or settlement is deferred and
the effect would be material, these
amounts are stated at their present
values.

Contributions to Mandatory Provident
Funds as required under the Hong Kong
Mandatory Provident Fund Schemes
Ordinance, are recognised as an
expense in the income statement as

incurred.

Subsidiaries incorporated in the
People’s Republic of China (“PRC”)
participate in the retirement schemes
operated by the local authorities for
employees in the PRC. Contributions to
these schemes are charged to the
income statement when incurred.
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(n)

TZE=FFR

Employee benefits (continued)

(iv)

The group’s net obligation in respect of
defined benefit retirement plans is
calculated separately for each plan by
estimating the amount of future benefit
that employees have earned in return
for their service in the current and prior
periods; that benefit is discounted to
determine the present value, and the
fair value of any plan assets is
deducted. The discount rate is the yield
at the balance sheet date on high
quality corporate bonds that have
maturity dates approximating the terms
of the group’s obligations. The
calculation is performed by a qualified
actuary using the projected unit credit
method.

When the benefits of a plan are
improved, the portion of the increased
benefit relating to past service by
employees is recognised as an expense
in the income statement on a straight-
line basis over the average period until
the benefits become vested. To the
extent that the benefits vest
immediately, the expense is recognised

immediately in the income statement.

In calculating the group’s obligation in
respect of a plan, to the extent that any
cumulative unrecognised actuarial gain
or loss exceeds ten percent of the
greater of the present value of the
defined benefit obligation and the fair
value of plan assets, that portion is
recognised in the income statement
over the expected average remaining
working lives of the employees
participating in the plan. Otherwise, the
actuarial gain or loss is not recognised.

(Expressed in Hong Kong dollars) (L& 55 Nz)
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(Expressed in Hong Kong dollars) (U&7t A& )

(n)

Employee benefits (continued)

(iv)

(v)

(continued)

Where the calculation of the group’s net
obligation results in a negative amount,
the asset recognised is limited to the
net total of any cumulative
unrecognised net actuarial losses and
past service costs and the present
value of any future refunds from the plan
or reductions in future contributions to

the plan.

When the group grants employees
options to acquire shares of the
company at a nominal consideration, no
employee benefit cost or obligation is
recognised at the date of grant. When
the options are exercised, equity is
increased by the amount of the
proceeds received.

Termination benefits are recognised

when, and only when, the group
demonstrably commits itself to
terminate employment or to provide
benefits as a result of voluntary
redundancy by having a detailed formal
plan which is without realistic possibility

of withdrawal.
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(0)

TZE=FFR

Income tax

(1)

(iif)

Income tax for the year comprises
current tax and movements in deferred
tax assets and liabilities. Current tax
and movements in deferred tax assets
and liabilities are recognised in the
income statement except to the extent
that they relate to items recognised
directly in equity, in which case they

are recognised in equity.

Current tax is the expected tax payable
on the taxable income for the year,
using tax rates enacted or substantively
enacted at the balance sheet date, and
any adjustment to tax payable in

respect of previous years.

Deferred tax assets and liabilities arise
from deductible and taxable temporary
differences respectively, being the
differences between the carrying
amounts of assets and liabilities for
financial reporting purposes and their
tax bases. Deferred tax assets also
arise from unused tax losses and

unused tax credits.

(Expressed in Hong Kong dollars) (L& 55 Nz)
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(Expressed in Hong Kong dollars) (U&7t A& )

(o) Income tax (continued)

(iiif)

(continued)

Apart from certain limited exceptions,
all deferred tax liabilities, and all
deferred tax assets to the extent that it
is probable that future taxable profits
will be available against which the asset
can be utilised, are recognised. Future
taxable profits that may support the
recognition of deferred tax assets
arising from deductible temporary
differences include those that will arise
from the reversal of existing taxable
temporary differences, provided those
differences relate to the same taxation
authority and the same taxable entity,
and are expected to reverse either in
the same period as the expected
reversal of the deductible temporary
difference or in periods into which a
tax loss arising from the deferred tax
asset can be carried back or forward.
The same criteria are adopted when
determining whether existing taxable
temporary differences support the
recognition of deferred tax assets
arising from unused tax losses and
credits, that is, those differences are
taken into account if they relate to the
same taxation authority and the same
taxable entity, and are expected to
reverse in a period, or periods, in which
the tax loss or credit can be utilised.
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(0)

TZE=FFR

Income tax (continued)

(iif)

(continued)

The limited exceptions to recognition of
deferred tax assets and liabilities are
those temporary differences arising
from goodwill not deductible for tax
purposes, negative goodwill treated as
deferred income, the initial recognition
of assets or liabilities that affect neither
accounting nor taxable profit (provided
they are not part of a business
combination), and temporary
differences relating to investments in
subsidiaries to the extent that, in the
case of taxable differences, the group
controls the timing of the reversal and
it is probable that the differences will
not reverse in the foreseeable future,
or in the case of deductible differences,
unless it is probable that they will
reverse in the future.

The amount of deferred tax recognised
is measured based on the expected
manner of realisation or settlement of
the carrying amount of the assets and
liabilities, using tax rates enacted or
substantively enacted at the balance
sheet date. Deferred tax assets and
liabilities are not discounted.

The carrying amount of a deferred tax
asset is reviewed at each balance sheet
date and is reduced to the extent that
it is no longer probable that sufficient
taxable profit will be available to allow
the related tax benefit to be utilised.
Any such reduction is reversed to the
extent that it becomes probable that
sufficient taxable profit will be available.

Additional income taxes that arise from
the distribution of dividends are
recognised when the liability to pay the
related dividends is recognised.

(Expressed in Hong Kong dollars) (L& 55 Nz)
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(Expressed in Hong Kong dollars) (U&7t A& )

(0)

Income tax (continued)

(iv)

Current tax balances and deferred tax
balances, and movements therein, are
presented separately from each other
and are not offset. Current tax assets
are offset against current tax liabilities,
and deferred tax assets against
deferred tax liabilities if, and only if, the
company or the group has the legally
enforceable right to set off current tax
assets against current tax liabilities and
the following additional conditions are
met:

- in the case of current tax assets
and liabilities, the company or
the group intends either to settle
on a net basis, or to realise the
asset and settle the liability

simultaneously; or

- in the case of deferred tax assets
and liabilities, if they relate to
income taxes levied by the same

taxation authority on either:

- the same taxable entity; or

- different taxable entities,

which, in each future
period in which significant
amounts of deferred tax
liabilities or assets are
expected to be settled or
recovered, intend to
realise the current tax
assets and settle the
current tax liabilities on a
net basis or realise and

settle simultaneously.
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(p)

TZE=FFR

Provisions and contingent liabilities

Provisions are recognised for liabilities of
uncertain timing or amount when the company
or group has a legal or constructive obligation
arising as a result of a past event, it is
probable that an outflow of economic benefits
will be required to settle the obligation and a
reliable estimate can be made. Where the time
value of money is material, provisions are
stated at the present value of the expenditures

expected to settle the obligation.

Where it is not probable that an outflow of
economic benefits will be required, or the
amount cannot be estimated reliably, the
obligation is disclosed as a contingent liability,
unless the probability of outflow of economic
benefits is remote. Possible obligations, whose
existence will only be confirmed by the
occurrence or non-occurrence of one or more
future events are also disclosed as contingent
liabilities unless the probability of outflow of
economic benefits is remote.

(Expressed in Hong Kong dollars) (L& 55 Nz)

(p)

BBERIAREE

W ] S B BE B E 19 B (B AV 5
BRARANAEERBES
HimAEEEREEES M
BT ERELERRIAE
NEBER  LAREEHA FEiH
Mt BN AR - WEE
REEBEXN BENUNENE
BMEBNETFAXREAR.

B FEAE 7 st it b /O AT BE ME TR
15 75 B e 45 Rz oK 4 7T B
FmEIR L T RE A S FT
BR BHEBBEER/RRA
BB BRIEE Mz A Al
BEMRE BRI AT HIRME
B(EFERe@RYT—E%Z
EARKREEREELEME) IF
BRERKARBE-
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(Expressed in Hong Kong dollars) (U&7t A& )

(a)

Revenue recognition

Provided it is probable that the economic

benefits will flow to the group and the revenue

and costs, if applicable, can be measured

reliably, revenue is recognised in the income

statement as follows:

(i)

(ii)

(iif)

Sale of goods

Revenue is recognised when goods are
delivered at the customers’ premises
which is taken to be the point in time
when the customer has accepted the
goods and the related risks and rewards
of ownership. Revenue excludes value
added tax or other sales taxes and is

after deduction of any trade discounts.

Service income

Service income is recognised when
services are rendered and the amount
receivable can be measured reliably.
Treatment fees received in advance for
which services have not been rendered
at the balance sheet date are shown
as deferred income in the consolidated

balance sheet.

Entrustment fee income

Entrustment fees arising from entrusting
the group’s businesses to third party
operators are recognised in the income
statement in equal instalments over the

entrustment periods.

(a)

LN+

ERBEMNSAUERBASE
P M ARKA (1ER)
A EGER KAKZTI

HEEFARIEEK:
(i) HEERm®
EEMNEEZERRPZY

¥ EFPEMNER ¥
B HRE R R B W
W) - WA T AR
WATBIEEER N HE
fh §5 & T B 0 B2 R (T
CESEEEi

(i)  HREW =
%%w&%‘¢%mmﬁ&&
ARIERE A SR E
ﬁﬁmﬁﬁwmﬁmmﬁ
HEARERE 2ER
RBERGEEEAR
RINEBEERA -

(i)  ZIEAAE W
EXAREZAKES
ZAREREBREB 2
Wz REALCEHE S
Hiz & E KR s &
TR



(a)

TZE=FFR

Revenue recognition (continued)

(iv)

(v)

(vi)

(vii)

Barter sales

Exchange of the group’s products for
advertising services is regarded as
exchange of dissimilar products that
generates revenue. The group
measures such revenue at the fair value
of the goods given up. Gross profit from
such barter transactions is recorded as
deferred income in the balance sheet
and recognised in the income statement
in the same period as the relevant

advertising credits are utilised.

Rental income from operating leases

Rental income receivable under
operating leases is recognised in the
income statement in equal instalments
over the accounting periods covered by
the lease term, except where an
alternative basis is more representative
of the pattern of benefits to be derived
from the leased asset. Lease incentives
granted are recognised in the income
statement as an integral part of the
aggregate net lease payments
receivable. Contingent rentals are
recognised as income in the accounting

period in which they are earned.

Dividends

Dividend income from investments is
recognised when the shareholder’s right
to receive payment is established.

Interest income

Interest income from bank deposits is
accrued on a time-apportioned basis
by reference to the principal

outstanding and the rate applicable.

(Expressed in Hong Kong dollars) (L& 55 Nz)

(90 WARR(E)
(iv) BHHEE

NAEEERBIES
AR 75 43 B R T [R 4R
Em ZEXHRAA
RINBWA - RNEEIZ
B EmN A FEER
SHERKRA-KRBUE
ERRFELENEMNA
BRI BBEE W s IR
BHESRBGREHRZF

MM SRR

(v) KEHEZHZWzm

BELEHERK 2
TWERNHEMREZ
SEtHE 2 HREE
RN BERER K
FEMEETERBRIR
BHEEEMNSER-
L EERER K
R 1E U H B IR F
BEPH HAREE
MRS 2 &5t HE

R A

(vi)  BRF

& B M) I s 7 AR 28
UK 3% B M) ) #E ) B E

Ry R

(vii) Bz

RITERZ M B Wz K
BREERNSRERS
ERERELIEER

i
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(Expressed in Hong Kong dollars) (U&7t A& )

(a)

(r)

Revenue recognition (continued)

(viii)  Financial refunds
Government financial refunds are
recognised when there is reasonable
assurance that they will be received and
that the group will comply with the
conditions attaching to them. Financial
refunds that compensate the group for
expenses incurred are recognised as
other revenue in the income statement
on a systematic basis in the same
periods in which the expenses are
incurred.

Translation of foreign currencies

Foreign currency transactions during the year
are translated into Hong Kong dollars at the
exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated
in foreign currencies are translated into Hong
Kong dollars at the exchange rates ruling at
the balance sheet date. Exchange gains and
losses are dealt with in the income statement.

The results of foreign enterprises are
translated into Hong Kong dollars at the
average exchange rates for the year; balance
sheet items are translated into Hong Kong
dollars at the rates of exchange ruling at the
balance sheet date. The resulting exchange
differences are dealt with as a movement in

reserves.

On disposal of a foreign enterprise, the
cumulative amount of the exchange
differences which relate to that foreign
enterprise is included in the calculation of the
profit or loss on disposal.

(a)

(r)

WARER (8)
(viii) BT FEE
5 AT & 32 HE TE Uk B R FF

R R R A& BB
& BRI 5 A R
BT 81 5 2R 5K - Rl S A AR
SEMEERX MK
B REEABRXH
BB R AR U R ER
REAMPA -

HremE
FARAZIERZEXH B ZIE
RMERET - EHEZ
EREERBEREERZIE
RHERET -BRERABRA
Wat R e -

BINERZ EERFAFYE
RBpERETL- MEERER
HEAREERZEXRES
BT EREBHIBREEZ

HEFINMD R 5T E S
EfzaMKEEE B8FF
eI R ZIE X ZR ARG
TKIE -



(s)

(t)

(u)

TZE=FFR

Borrowing costs

Borrowing costs are expensed in the income
statement in the period in which they are
incurred.

Related parties

For the purposes of these financial statements,
parties are considered to be related to the
group if the group has the ability, directly or
indirectly, to control the party or exercise
significant influence over the party in making
financial and operating decisions, or vice
versa, or where the group and the party are
subject to common control or common
significant influence. Related parties may be
individuals or other entities.

Segment reporting

A segment is a distinguishable component of
the group that is engaged either in providing
products or services (business segment), or
in providing products or services within a
particular economic environment
(geographical segment), which is subject to
risks and rewards that are different from those

of other segments.

In accordance with the group’s internal
financial reporting system, the group has
chosen geographical segment information as
the primary reporting format and business
segment information as the secondary
reporting format for the purposes of these
financial statements.

(Expressed in Hong Kong dollars) (L& 55 Nz)

(s)

(1)

(u)

BERAE
EERATIRELEHME RS
RAIMER X

BEAL

RULFRBHREME LAE
B A E K ] SR E
H R L RREGHEITE
BEARENZ AL (HRZTF
R IAREEEEHZMAK
REZEHRTEAREATZE D
AT ORAREAEER
E-BEALTA REAIE
it 2

i}

/
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et

3

o

7 B E
DHEEAEEEEREEM
HRE (EBHEOB)  HERFTE
ZRBRIRAREE R IR
(332 &R ) M AJ LA [ Rl 69 48 A
Mo HARRRMAERIR
Hitb &P

R & B A AR 5 3RS
B s HmAmE AKEE
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(Expressed in Hong Kong dollars) (U&7t A& )

(u)

Segment reporting (continued)

Segment revenue, expenses, results, assets
and liabilities include items directly attributable
to a segment as well as those that can be
allocated on a reasonable basis to that
segment. For example, segment assets may
include inventories, trade receivables and
property, plant and equipment. Segment
revenue, expenses, assets, and liabilities are
determined before intra-group balances and
intra-group transactions are eliminated as part
of the consolidation process, except to the
extent that such intra-group balances and
transactions are between group enterprises
within a single segment. Inter-segment pricing
is based on similar terms as those available

to other external parties.

Segment capital expenditure is the total cost
incurred during the period to acquire segment
assets that are expected to be used for more
than one period.

Unallocated items mainly comprise financial
and corporate assets, interest-bearing loans,
borrowings, corporate and financing expenses

and minority interests.

(u)

DE BB Pl 5 EEER
BEEFE BRUERRTEE
R PE M sk e 0 BB A B X2
BERBEEREGS MBER
R 2 KA B R AR
MR ZHET  HBR— 2 a0
SERRRZEH R SR
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BRrAITRESB —EHRERZ
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ABRBEEIEREUMB R
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TZE=FFR

The principal activities of the group are
manufacturing and selling of skin care, beauty and
aromatherapeutic products, provision of skin
treatments, beauty and SPA services and skin care

consulting and beauty training.

Turnover represents the sales value of goods
delivered to customers and service income from
provision of skin treatments, beauty and SPA services
and entrustment fee income. The amount of each
significant category of revenue recognised in

turnover during the year is as follows:

Turnover =

Sales of goods EmiHE

Service income AR 7 A
Entrustment fee income L E W=

(Expressed in Hong Kong dollars) (L& 55 Nz)

AEBETEREEREM PHEMRT
ERAEMHRERHEE REHIEE
32 B MSPARRTS - LA R LS o 32 B
BPSESASEEIEE T

EXREERXNEPZEmHEEER
R E IR X B RSPARTS Z IRT5
WARZARE RS - FAR LR
THEANSEBRHBBADT:

2003 2002
—EE=F —EECF
$°000 $000

Fr Fir
296,583 269,804
18,719 51,468
4,784 1,979

320,086 323,251
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(Expressed in Hong Kong dollars) (U&7t A& )

Other revenue Hi g A

Rental income from REZEMEZHES KA
investment properties

Rental income from other properties KB EHE 2 H LKA

Bank interest income
Financial refunds (note)
Others

Other net (loss)/income
Gain on disposal of assets
held for resale
Loss on disposal of fixed assets
Net realised and unrealised gains on
other securities carried at fair value
Net exchange loss

RIT B W
B RR (B at)
H i Y 25

Hitt (B8 WzEFH
HERFEEBEZEE RS

i B A E S R

i A TEFIEES
EERERERKSFE
3 518 5

Note:

Pursuant to the local practice of the finance bureau
of the provinces in which certain of the PRC
subsidiaries operate, the PRC subsidiaries are
entitled to financial refunds based on a percentage
of the income and other taxes paid. These financial
refunds are treated as tax exempted by such finance
bureaus. However, the refunds and the tax
exemption treatment thereof are subject to review
annually, and could be treated differently in the
future. It is therefore uncertain if these subsidiaries
will continue to be eligible for such financial refunds
and the tax exemption treatment thereof in the
future.

Aiat

2003 2002
—EE=F —EFE-F
$°000 $°000
F 7T FIT
3,693 2,228
980 667
930 1,903
11,842 7,069
2,664 809
20,109 12,676
- 5,817
(1,752) (158)
1,841 2,445
(672) (123)
(583) 7,981

AR5 o B T B B B A P A M
ZENM BRI E ED B
B 8 2~ BB MR W as e Eo s B
REEEBD L ESHBRER-ZE
MR FWEVERZE M BAFIE
HZHIBER R AT BRERRAKB
EREFBESFREN WAKA
BELATN R T7 A B I - [ bt T e e TE
ZENB AR RRGEE SRS
ZEVBRALRBRLFE



Profit from ordinary activities before taxation is arrived

at charging:

(c)

Finance costs:
Interest on bank overdrafts

Staff costs* (excluding
directors’ remuneration
(note 6):

Contributions to defined
contribution plans

Expenses recognised in

respect of defined ERERZ M
benefits plans (note 26) (Kta£26)
Retirement costs IR KRB AR
Salaries, wages and other e IER
benefits H fth 42 F
Other items: (c) HfEA:
Cost of inventories sold* BEEFEKA"
Auditors’ remuneration % R0 B &
(audit services) (ZEBR™E)
Depreciation* e
Amortisation of goodwill i ¥
Amortisation of other H b S A&
intangible assets
Operating leases charges THREFZEE
on land and buildings* MEZ I
— Minimum lease —REME MK
payments
- Contingent rentals —AEE
Rentals receivable from "EMEZ B
investment properties e R ERE S
less direct outgoings of 443,000 (==
$443,000 (2002: $595,000) — 4 :595,0007T)
Rentals receivable from HayzE 2 El
other properties less HERmEZEZHE
direct outgoings of 49,000T (=& F
$49,000 (2002: $33,000) — 4 :33,0007T)
Research and development Bt 2% B A
costs
Cost of inventories sold includes $9,844,000 (2002: *

TZE=FFR

(Expressed in Hong Kong dollars) (L& 55 Nz)

& 5Bk :

L EEES

175 X8

BT A
(FREEENS)
(K}226)

JE BB KT 81 K

EEBAMETEZ

$8,205,000) relating to staff costs, depreciation
expenses and operating lease charges, which
amount is also included in the respective total
amounts disclosed separately above or in note 4(b)

for each of these types of expenses.

B AT B R E 550w A & kR T 5 &8

2003 2002
—EE=F —EE
$°000 $°000
FiT For
6 477
4,478 4,208
1,138 1,102
5,616 5,310
46,426 43,274
52,042 48,584
31,451 31,907
1,898 1,372
23,084 20,590
4,445 83
2,477 1,098
15,664 17,283
5,206 4,442
3,250 1,633
931 634
157 592

EEFRKACREEHE LA
MEXHREEHES L Z
9,844,000t (= B E = % :
8,205,0007T) @ % & B E & A £ X
Z B WL it 4(b)i% FHF X

HEBZBBEE-
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(Expressed in Hong Kong dollars) (U&7t A& )

(a) Taxation in the consolidated income

(a) FAZRERFBRZBIAR:

statement represents:

Current tax — Provision for
Hong Kong Profits Tax

Tax for the year

Current tax — Outside
Hong Kong

Tax for the year
Over-provision in respect of

prior years

Deferred tax

Origination and reversal of
temporary differences

Effect of increase in tax rate on
deferred tax balances
at 1 January

No Hong Kong Profits Tax has been provided,
as the group did not earn any assessable
profits in Hong Kong during the year ended
31 December 2003 (2002: $Nil).

2003 2002
—B%=fF | —TT-HF
restated
Edl
$°000 $°000
F I
AR E -8
FEHRE
AFEHRE - - -
BHARiE -8
Lo ih B
RNEEFERIEB 31,035 29,753
A F S BB a1
(1,068) (1,035)
______ 29,967 | 28718
IE FE 18
TR EmEESENED
218 (1,544)
FAEHEE—A—H
BEEMBEGB 2T E
(101) =
__________ 17 | (1.544)
30,084 27,174

HRAEERBE_ZTT=F1+_A
=t HLFEXEERERSEM
RGN (ZBT_F:F) QI8
AEENGRIERER-



(a)

(b)

TZE=FFR

(Expressed in Hong Kong dollars) (L& 55 Nz)

Taxation in the consolidated income (a)
statement represents: (continued)

Taxation for subsidiaries outside Hong Kong

is charged at the appropriate current rates of

taxation ruling in the relevant tax jurisdictions.

For subsidiaries in Taiwan, income tax is also
charged on the unappropriated profits at a
rate of 10% (2002: 10%) in the year when the
shareholders have resolved that the
unappropriated profits shall be retained.

Reconciliation between tax expense and (b)
accounting profit at applicable tax rates

Profit before tax B %% A 4 )

Notional tax on profit before tax, B AGF 2 BEFHIE -

calculated at the rates EEBNIEREER
applicable to profits in the tax oM EAZ
jurisdictions concerned HEFE

Tax effect of non-deductible TP ZH BT E
expenses

Tax effect of non-taxable revenue 3JEREFRUWAZ G £
Tax effect of unused tax losses REAARERTIEREE

not recognised 2B e
Effect on opening deferred tax FAT =N EEIRIT
balances resulting from an BIERESR 22

increase in tax rate during
the year
Over-provision in prior years A FEBEEE

Actual tax expense ERBIES

FFAGRERERZBEE:
(&)

BB AN @ KB AR 2R
HOERBBEMEBERZEERZ
HERBRTRETE

HREEMBARME KRR
R R R B R N e FE
TSR MIZ10% B E (ZF
T _F10%) BIRBEC i FIE
HOBR

RERAHEFE 2B EHE
SR ZHER

2003 2002

—BF=F | —TT_F

restated

E¥ll

$°000 $°000

Fr For

83,525 94,097

26,434 21,246

4,221 6,356

(4,137) (3,127)

4,735 3,734

(101) =

(1,068) (1,035)

30,084 27,174
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(Expressed in Hong Kong dollars) (U&7t A& )

Directors’ remuneration disclosed pursuant to section
161 of the Hong Kong Companies Ordinance is as

follows:

Fees e

Salaries and other emoluments HekEMME
Discretionary bonuses (SRR AN

Retirement scheme contributions RIRFET B R

Included in directors’ remuneration were fees of
$40,000 (2002: $32,000) paid to the independent
non-executive directors during the year.

Four of the directors have waived their entitlement

to certain remuneration of $2,109,000 (2002: $Nil)
during the year ended 31 December 2003.

The remuneration of the directors is within the
following bands:

Nil - 1,000,000

A
|

,000,000

RIBFERBEDIE1611RE T HE
ZEFEHMEMT:

2003 2002
—EE=F —EFE-F
$°000 $°000
F I

1,318 2,862

12 11

1,330 2,873

EEMEBREFANIN FBILIENTT
EEM4£40,000T (ZEZE —F:
32,0007T) °

HE-_ZE=-F+_-_A=1+—HItHF
ER NMEEECHREeBE2E T

% BEIE2,109,0007T (Z T T —4F:
) o

EEME N FLATAR:

Number of directors

BEEAY
2003 2002
—EE=F —FE-F
6 6




TZE=FFR

Of the five individuals with the highest emoluments,
two (2002: four) are directors whose emoluments are
disclosed in note 6. The aggregate of the emoluments
in respect of the other three (2002: one) individuals
are as follows:

HehEMME
(AR
BIRET IR

Salaries and other emoluments
Discretionary bonuses
Retirement scheme contributions

The emoluments of the three (2002: one) individuals
with the highest emoluments are within the following
band:

A
|

Nil — 1,000,000 ,000,000

(Expressed in Hong Kong dollars) (L& 55 Nz)

TEEaFMALRERE (ZFF
—F MR ER HHEME N TR
B-AEB=%(ZFT_F:—%) AL
ZEMBREMT

2003 2002
—EE=F —EE-F
$°000 $°000

F For
2,192 349

33 =

2,225 349

=Z(ZEE-_F: —Z)BESHMA
Lo EBe AT U@

Number of individuals

A
2003 2002
—EE=F —FE-F
3 1
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(Expressed in Hong Kong dollars) (U&7t A& )

The consolidated profit attributable to shareholders

ANNUAL REPORT 2003

BREESFS N/ —HDFHAKR

includes a profit of $25,148,000 (2002: $34,094,000) A B B 16 3R % #) 3% 1 25,148,0007C
which has been dealt with in the financial statements —ZE T Z 4 :34,094,0007T) °

of the company.

Reconciliation of the above amount to the company’s

profit for the year:

Amount of consolidated profit
attributable to shareholders dealt
with in the company’s financial
statements

Final dividends from subsidiaries
attributable to the profits of the
previous financial year, approved
and paid during the year

Company’s profit for the year
(note 30)

s o= R=E NN R S b e

T
2003 2002
—EE=F —EE-F
$°000 $°000
FiT For
AR DB B RKR A
% R FE (b 47 A i T
25,148 34,094
F A #EAE MRS B A A
A E—EYRFEzF
i & & 2 R 5 i% 7|
50,298 4,573
KA FE AN F (HaFE30)
75,446 38,667




(a)

(b)

ZE=FFR

(Expressed in Hong Kong dollars) (L& 55 Nz)

Dividends attributable to the year (a)

Interim dividend declared and 2 &k &k~ 2 & Hi A% 7

paid of $0.006 per share FHRo.006T (ZEZT =
(2002: $0.0075 per share) F: &/%0.00757T)

Final dividend proposed after 45 # H & #tk 2 & H5R% F
FHx0.015T (ZEZE =

$0.015 per share F:Fh0.027T)

(2002: $0.02 per share)

fn
the balance sheet date of &=

The final dividend proposed after the balance
sheet date has not been recognised as a
liability at the balance sheet date.

Dividends attributable to the previous (b)
financial year, approved and paid during the
year

Final dividend in respect of the F A#tL & RIRE R £ — 1@
previous financial year, WREE 2 RERAER
approved and paid during 002 (ZEE_F:
the year, of $0.02 per share F80.011487T)

(2002: $0.01148 per share)

FREMLRA
2003 2002
—B%=fF | —TT-HF
$°000 $°000
Fr For
12,000 15,000
30,000 40,000
42,000 55,000
REEABER 2 RPRFIIE
EREERAERAEEE-

FARERKNEREL—BEH
BEEZRA

2003 2002
—EE=F —EFE-F
$°000 $°000
FHET FAET
40,000 22,960
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(Expressed in Hong Kong dollars) (U&7t A& )

The calculation of the basic earnings per share is
based on the group’s profit attributable to
shareholders of $54,142,000 (2002 restated:
$68,258,000) and the number of 2,000,000,000
ordinary shares (2002: proforma weighted average
of 1,882,192,000 ordinary shares) in issue during
the year.

No diluted earnings per share is presented, as the
company has no dilutive potential shares
outstanding.

In prior years, deferred tax liabilities were provided
using the liability method in respect of the taxation
effect arising from all material timing differences
between the accounting and tax treatment of income
and expenditure, which were expected with
reasonable probability to crystallise in the
foreseeable future. Deferred tax assets were not
recognised unless their realisation was assured
beyond reasonable doubt. With effect from 1 January
2003, in order to comply with Statement of Standard
Accounting Practice 12 (revised) issued by the Hong
Kong Society of Accountants, the group adopted a
new policy for deferred tax as set out in note 1(0).
As a result of the adoption of this accounting policy,
the group’s profit for the year has been decreased
by $1,804,000 (2002: increased by $1,786,000) and
the group’s net assets as at the year end have been
increased by $6,371,000 (2002: increased by
$9,684,000).

The new accounting policy has been adopted
retrospectively, with the opening balance of retained
profits and reserves and the comparative information
adjusted for the amounts relating to prior periods as
disclosed in the statement of changes in equity.

Segment information is presented in respect of the
group’s geographical and business segments.
Geographical segment information is chosen as the
primary reporting format because this is more
relevant to the group’s internal financial reporting.

BREREF TR EA S EREEN
i A54,142,000C (ZEE=F F5:
68,258,000 ) R F AL 1T LMK
% B 2,000,000,000% (ZZZ —F : {§
= INREF A 1,882,192, 000/% & &
BR) FH& -

HRARRLELBER ST ENK
ML E2INEREFTRF -

RBAFE BEERBEAGREEE
BWA KRG X &5t BT I8 R IR 5 AR
CHIBERANEZEMELEREYEEN
BE mMeBEBEREEREKATER
ARARKRER -BRIFBLEHRBEEES
EAEE%EFEJT% A35 - B AT =2 R
EEBBEEE-B_TT=F—H—
Bt RETHBSMASEMBZ
S EKERFE 129 (KEET) B
B EE1(0)Fr sl AR B phiEE T TH R AN
—EF SRR BN EALIEEE
BX AEEBRAFEZ & TR
1,804,000t (Z T T — F & m
1,786,0007T) - M A KB R AR FEF
#HZEEFEREIMNG371,0007T
(ZZEZT = F:4£09,684,0007T) °

ZAERRCEPER MEYZ
REBENEFHRLRERN D s
HHRAMWEBENMEZ BEEELA

%go

DEERNERANEEMIE R XKD &
§J WA D BERHMEREE D
BE TN REASMEDHBEIE
AEBZ A GRS -

ok H.m a/



()

ZE=FFR

(Expressed in Hong Kong dollars) (L& 55 Nz)

Geographical segments (i) i 35 2 3B
The group conducts the majority of its AEBEBKETEEFRHARE
business activities in three geographical areas, ABERBEEZMEE -HDHPE
the PRC, Taiwan and Hong Kong. Segment BiEPFRaEEl 5 mod
information is based on the area in which the BEREARAXAREEME
customers are located. Segment assets and 3 — 2 DT o b i 5 B A
capital expenditure are further analysed by DT
the geographical location of the assets. An
analysis by geographical segment is as
follows:
2003
- 3 %3
PRC Taiwan  Hong Kong Other region Total
HE A Y- | 5B Hitt B @t
$°000 $°000 $°000 $°000 $°000
Fr Fr Fr Fr Fr
Revenue from external  REMNREF
customers LON 200,618 118,084 141 1,243 320,086
Other revenue Hip A 14,224 5,419 396 70 20,109
Total revenue ELON 214,842 123,503 537 1,313 340,195
Segment result FHEE 55,126 38,393 (3,285) 279 90,513
Unallocated operating K& B £%
income and expenses W& R T (6,982)
Profit from operations & & & 7 83,531
Finance costs BE R (6)
Income tax FiEH (30,084)
Minority interests PR ER 701
Profit attributable to el
shareholders 54,142
Segment assets ABEE 416,304 347,663 14,857 1,177 780,001
Unallocated assets FEREE 61,414
Total assets BEE 841,415
Segment liabilities PHER 35,637 30,328 - 142 66,107
Unallocated liabilities ~ K& & & 14,720
Total liabilities BEfR 80,827
Capital expenditure BARY 9,600 1,328 440 - 11,368
Depreciation and FEREH
amortisation 21,268 7,463 1,275 - 30,006

33



ANNUAL REPORT 2003

(Expressed in Hong Kong dollars) (U&7t A& )

(i)  Geographical segments (continued) (i) HEIIWE)

2002 (restated)

—ET-F (F5)
PRC Taiwan Hong Kong Total
B K =) B @t
$000 $'000 $000 $000
Fir Fir Fr F
Revenue from external KENREF
customers WA 197,613 122,522 3,116 323,251
Other revenue Hi A 8,943 2,349 1,384 12,676
Total revenue ‘A 206,556 124,871 4,500 335,927
Segment result DHEE 61,877 50,303 (9,516) 102,664
Unallocated operating ABREB NG
income and expenses ¥ (8,090)
Profit from operations mE R 94,574
Finance costs BEKK (428) (49) = (477)
Income tax M (27,174)
Minority interests YRR E R 1,335
Profit attributable to R 3P 1 3 R
shareholders 68,258
Segment assets AHEE 413,180 364,657 13,599 791,436
Unallocated assets REEEE 79,734
Total assets BEE 871,170
Segment liabilities AHEE 52,080 38,583 2,581 93,244
Unallocated liabilities AEREE 13,790
Total liabilities BaE 107,034
Capital expenditure BARY 21,160 4,319 6,717 32,196
Depreciation and TEREH

amortisation 14,347 6,603 821 21,771




TZE=FFR

(Expressed in Hong Kong dollars) (L& 55 Nz)

(ii) Business segments (i) XKoo
The group comprises the following main REBBENLNTEEZEEBES
business segments: &b -

HEXTEMRREMHRE

- sale of cosmetic products and provision

of beauty services AR
= leasing of investment properties = LG EYE
2003
—B2=f
Other Segment Capital
Turnover revenue assets  expenditure
EXE Hitrlg A PEEE EXRX
$°000 $°000 $'000 $000
Fr Fr Fr Fr
Cosmetic products and ~ EREmK
beauty services EARE 320,086 16,416 634,328 11,368
Investment properties REME - 3,693 145,673 =
320,086 20,109 780,001 11,368
2002 (restated)
—EZ-F(87)
Other Segment Capital
Turnover revenue assets  expenditure
BEE Hnlg A PEEE BARX
$'000 $000 $000 $°000
F Fr FT FT
Cosmetic products and ~ EREmMK
beauty services ZAR% 323,251 10,448 650,956 32,196
Investment properties REME = 2,228 140,480 =
323,251 12,676 791,436 32,196
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The group

Cost or valuation:

At 1 January 2003
Exchange adjustments
Additions

- others

- through acquisition of

subsidiary

Disposals
Surplus on revaluation
Reclassification

At 31 December 2003

Representing:

Cost
Valuation - 2003 (note (b))

Accumulated depreciation:

At 1 January 2003

Exchange adjustments

Charge for the year

Through acquisition of
subsidiary

Written back on disposal

At 31 December 2003

Net book value:

At 31 December 2003

At 31 December 2002

ANNUAL REPORT 2003

(Expressed in Hong Kong dollars) (L& 58 z)

rE
Freehold
Properties Land and Machinery Furniture investment
under buildings  Leasehold and Motor and properties
construction 1% improvements  equipment vehicles fixtures  Sub-total EEKAERE Total
EENE  EEREY HEHR BERE RERE BAR%E Mt 2RENE CH
$000 $000 $000 $1000 $1000 $000 $000 $000 $000
Tr Tr Tr Tr Tr Tr Tr Tr Tr
RAGEE:
R=Z%=4-5-H 1,513 148,229 53,396 10,975 5,275 56,286 275,674 140,480 416,154
EXRE = - 32 (3) - (7) 22 (42) (20)
RE
-Hth 12 - 7129 2,674 - 1,553 11,368 - 11,368
-EBNERERA
- - - 2,057 £2 365 2,464 - 2,464
i3 (37) - (4,609) (303) - (243) (5,192) - (5,192)
ELp4 = = = = - - - 5235 5,235
EXipk (1,488) - 1,488 - - - - - -
RZEE=F
+-A=1-8 - 148,229 57,436 15,400 5317 57,954 284,336 145,673 430,009
fi&:
B - 148,229 57,436 15,400 5317 57,954 284,336 - 284,336
ffE--%5=%
(K3 (b)) = = = = = = = 145,673 145,673
- 148,229 57,436 15,400 5317 57,954 284,336 145,673 430,009
ZiE:
R=Z%=4-f-B - 12,810 12,089 5874 2,051 21,144 53,968 - 53,968
ExRE = (5) (10) (1) (1) (20) (37) - (37)
AEEHE - 2,985 9,511 1,262 809 8517 23,084 - 23,084
EANEREAT
- - - 1,367 % 316 1,708 - 1,708
HERER = - (1,028) (180) = (33) (1,241) = (1,241)
RZEE=E
tZA=t-8 = 15,790 20,562 8,322 2,884 29,924 77,482 - 77,482
REZE:
RZFE=F
TZR=1-H - 132,439 36,874 7,078 2,433 28,030 206,854 145,673 352,521
RZZ2-%
T-A=t+-A 1,513 135,419 41,307 5,101 3,224 35,142 221,706 140,480 362,186




(a)

(b)

(c)

TZE=FFR

The analysis of net book value of properties
is as follows:

Outside Hong Kong, held on

— freehold — KA FEE
- medium-term lease —FHHEE

Investment properties

Investment properties of the group were
revalued at 31 December 2003 by an
independent firm of surveyors, Vigers
Landmart Taiwai Limited, on an open market
value basis calculated by reference to net
rental income allowing for reversionary income
potential. The revaluation surplus of
$5,235,000 has been transferred to investment

properties revaluation reserve (note 30).

Leases

The group leases out investment properties
and certain land and buildings under
operating leases. The leases typically run for
an initial period of one to five years, with an
option to renew the lease after that date at
which time all terms are renegotiated. Lease
payments are usually increased annually to

reflect market rentals.

(Expressed in Hong Kong dollars) (L& 55 Nz)

(a)

REBEBREINATI G AFA

(b)

(c)

MEZEREFESHTOT:
2003 2002
—ER=F —FT-F
$°000 $000
F I FIL
185,883 181,263
92,229 94,636
278,112 275,899

BREME

RZZEE=F+ZRA=+—
H AXEBZREMERE L
B = AD 7T B A% BT R PR T B EE R
MERAAZRARAMELZES
- BE2EAREELAIEEEZ
WARHES WA FETE =
fHE 825,235,000t E B R R
BB MmES (MsE30) -

HE

AEERBERLEHEHERE
MEMET L RFEEZRE
M- ZEHEZMTFH—K
R—ERF UAEEREHN
BERMEGKERER B
—REFFEMN URBRTIS
M-
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(Expressed in Hong Kong dollars) (U&7t A& )

(c)

(d)

(e)

Leases (continued)

The gross carrying amounts of investment
properties of the group held for use in
operating leases were $145,673,000 (2002:
$140,480,000). The gross carrying amount of
land and buildings of the group held for use
in operating leases was $12,817,000 (2002:
$9,908,000) and the related accumulated
depreciation charge was $937,000 (2002:
$502,000).

The group’s total future minimum lease
payments under non-cancellable operating
leases are receivable as follows:

(c)

HE (&)
AEBERBEEKERERRZ
"HEWEEED REBR
145,673,000 (ZET = F:
140,480,0007T ) - il A& & B #%
BEREMERRZ T EE
EZE£EMEE®ERLELSR
12,817,000 (ZE T =4 :
9,908,000 T ) ' M A R &I
EM X 8)A937,000T (=T
— £ :502,0007T) °

AEERBTIOIHELCLHE
REBERNKEREREL
BT

Within 1 year
After 1 year but within 5 years

—FR
—FRERFA

2003 2002
—®BF=F | —TT_F
$°000 $°000

Fr For

5,102 2,752
7,939 3,248
13,041 6,000

Certain freehold investment properties of the
group with a carrying amount of $141,627,000
(2002: $137,581,000) are pledged to a bank.
The banking facilities granted by the bank
were terminated in 2002 but the charge has
not been released to facilitate application of
banking facilities in the future.

Certain fixed assets with a total carrying
amount of $22,655,000 (2002: $10,940,000)
were entrusted to the operators of the group’s
subsidiaries (note 16(c)).

(d)

(e)

ANEBRMEE141,627,0007T

—ZT T~ 4:137,581,0007T)
CETABXKAEEZEED
XOHEFRF-RBIT-BHZR
BITREHCRITHREER T
ToFRIE-EBEBER KR
fRBR AEBBBRBRITRE

#ABR T {H22,655,0007T (=&
T — 4 :10,940,0007T) 2 & T
BEEERASBEETHEBER
AlgcEETEE (MsE16(c)) °



Costs:
At 1 January 2003

Exchange adjustments
Additions

At 31 December 2003

Accumulated amortisation:

At 1 January 2003
Exchange adjustments
Charge for the year

At 31 December 2003

Net book value:

At 31 December 2003

At 31 December 2002

TZE=FFR

(Expressed in Hong Kong dollars) (L& 55 Nz)

Patents Web site
and development Software

trademarks costs costs Total
ENREE PBUBZEK BAERR st
$'000 $°000 $°000 $'000

Fr Fr F Fr

1,266 4,551 644 6,461
(3) = = (3)

372 - 33 405

1,635 4,551 677 6,863

182 910 103 1,195
(12) - - (12)

1,465 910 102 2,477
1,635 1,820 205 3,660

- 2,731 472 3,203

1,084 3,641 541 5,266
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(Expressed in Hong Kong dollars) (U&7t A& )

Cost:

At 1 January 2003
Exchange adjustments
Additions
— acquisition of subsidiary (note 31)
— acquisition of additional equity interests
in non-wholly owned subsidiaries
(note 16(b))

At 31 December 2003

Accumulated depreciation:
At 1 January 2003

Exchange adjustments
Amortisation for the year

At 31 December 2003

Carrying amount:

At 31 December 2003
At 31 December 2002

Goodwill is amortised to the consolidated income
statement on a straight-line basis over its estimated
useful life of five years. The amortisation of positive
goodwill for the year is included in “administrative
expenses” in the consolidated income statement.

A
RZZET=F—HA—H
ME 3, 8
NE
— BB AR (Aat31)
— B BB LA
BIMNR A HE =
(Kizt16(b))
R-_ZEE=F+_H=+—H
2ENE:
R_ZFF=F—H—H
PE 5 38 B
NEE
R-_ZEE=F+_HA=+—H
FREE:
R_BE=F+_-_A=+—H

R-FF_F+ZA=+—H

Positive
goodwill
EBHE
$°000
T

11,360
2

6,114

10,756

28,228

160

(2)
4,445

4,603

23,625

11,200

BEAESRZNEGFAIERAFHR
FREAWNEREH AFEZIER
BEHEAFARE KSR [TTRAX]
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(Expressed in Hong Kong dollars) (L& 55 Nz)

The company

P NN

2003 2002

—BBC=F —ET-F

$°000 $°000

FT For

Unlisted shares, at cost JELEMR G KA E 286,719 286,328

Amounts due from subsidiaries & 5 Bf JB8 2 R RR IR 259,903 185,199

546,622 471,527

Amounts due from subsidiaries are unsecured, U BARKEAEERE RER
interest free and have no fixed terms of repayment. fmEEEKE

The following list contains the particulars of TREJNEAEBEE EEXAR

subsidiaries which principally affected the results, BEEATEMBARGFIE-BRIES

assets or liabilities of the group. The class of shares BER BAFMEROENS AT R

held is ordinary unless otherwise stated. All of these BeFrEZEARHE AN EIC)MAT

are controlled subsidiaries as defined under note 1(c) 2SI B AR WELHA AR
and have been consolidated into the group financial SEITBHwE-

statements.
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(Expressed in Hong Kong dollars) (U&7t A& )

Proportion of ownership

interest
BERLLA
Particular of
Place of issued and fully  group’s held

incorporation paid up capital/ ~ effective by the  held by
and operation  registered capital interest company subsidiary

Name of company Note AMAT  ERAMRRE/ K& XAR KELR

DEEH i3 RBEHY ARMEAFE EBRESR fEEE  FEES

Shanghai Natural Beauty PRC 1S$29,980,000 100% - 100%
Cosmetics Company Limited FAXE  ££29,980,0007

HEBRXERARAR

Shanghai Natural Beauty (a) PRC RMB8,000,000 90% = 90%
i AR%8,000,0007

Sanlian Cosmetics Company PER
Limited (“NB Sanlian")

LEEREZBIERERAR
(TamE=%l)

Shanghai Natural Beauty (a) PRC RMB5,000,000 90% = 90%
Qingbo Cosmetics Company PAXE  ARE50000007
Limited (“NB Qingbo”)

LEERERRIERERAR
(TBRERR])

Shanghai Natural Beauty Fansi PRC RMBS,000,000 51% = 51%
Jewellery Company Limited" PAXRE  AR50000007

LEBAXRERERRAT

Principal activity
IEXH

Production and sale of
skin care and beauty

products
TERHEERR
XPEm

Wholesale and retail of
skin care and beauty
products; provision of
beauty treatments

HERTERER
XPER RHXR
#ERK

Wholesale and retail of
skin care and beauty

products
HERTELER
XPEm

Sale of jewellery,
craftwork, adornment,
leather and horologe

HERE I8m
R KERER



Name of company Note
NAEH i1
Xi An Natural Beauty Mingyu (b)

Cosmetics Company Limited*
EREAXAFERERA A

Qingdao Natural Beauty (b)
Ornaments Company Limited®

EREAZHmERAR"

Nanjing Natural Beauty (b), (c)

Cosmetics Company Limited"*

EREAXERARALEAR

Chengdu Natural Beauty (b)
Cosmetics Company Limited*

REBAXIERERAR

Place of

incorporation
and operation

AL
REEHE

PRC
hEARE

PRC

N

PRC
REAR

PRC
REAR

TZE=FFR

(Expressed in Hong Kong dollars) (L& 55 Nz)

Particular of
issued and fully
paid up capital/

registered capital
BRTMERE/
AMERFE

RMB3,000,000
AE%3,000,0007C

RMB4,000,000

AR 4,000,000

RMB2,000,000
AR H2,000,0007T

RMB2,500,000
AR H2,500,0007

Proportion of ownership

group’s
effective
interest
:y-1 |
ERES

81%

interest

BRBHLA

held
bythe  held by

company subsidiary

A28 KELT
FERE FEER

= 90%

= 90%

= 90%

= 90%

Principal activity

TEXE

Sale of skin care and

beauty products and
related instruments;
provision of skin
care and beauty
consulting

BERERXAEQR

XRENE RENE
BERXARN

Sale of skin care and

beauty products and
adornment

BEEERXAER

REHm

Sale of cosmetic

products and
provision of beauty
freatments

BEXREMRREY

XREE

Sale of skin care and

beauty products;
provision of beauty
treatments and skin
care and beauty
consulting and
training

BEEERXRER

REXAEENER
RERF AR
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(Expressed in Hong Kong dollars) (U&7t A& )

Proportion of ownership

interest
BERLLA
Particular of
Place of issued and fully  group’s held

incorporation paid up capital/ ~ effective by the  held by
and operation  registered capital interest company subsidiary

Name of company Note AMAT  ERAMRRE/ K& XAR KELR

ARER i3 RBEHY ARMEAFE EBRESR fEEE  FEES

Hainan Natural Beauty (b) PRC RMB2,500,000 81% - 90%
Cosmetics Company Limited® PAXE  ARE25000007

BEBAXERERAR

Shenzhen Natural Beauty (b), (c) PRC RMB4,000,000 81% - 90%
Cosmetics Company Limited PAXE  ARE40000007
MITEAZERERAR

Haerbin Sanlian Natural (b), (c) PRC RMB1,000,000 72% - 80%
Beauty Cosmetics Company mEAAE  ARE1,0000007
Limited (“NB Haerbin")*

RBE=BAAXER
BRAF ([ERERAR])"

Ningbo Hai Shu Natural (b), (c) PRC RMB3,500,000 81% - 90%
i AR%35000001

Beauty Cosmetics Company HE X
Limited*
ERBRAAZMERERAT"

Principal activity
IEXH

Sale of skin care and
beauty products;
provision of beauty
treatments and
beauty consulting
and training

HERERZRER
REXNERA
XAFARSE

Sale of cosmetic
products and
provision of beauty
treatments

HEXREmRRH
eI $

Sale of cosmetic
products and
provision of beauty
treatments

HEXREmRRH
e 3

Sale of cosmetic
products and
provision of beauty
treatments

HEXREmRRH
eI $



Name of company
DEEH

Wuhan Natural Beauty
Cultural Development
Company Limited”

RERRZRLER
BRAF

Jiangxi Natural Beauty Sanlian

Cosmetics Company Limited”

TEEAR=RIERERAR"

Tianjin Natural Beauty
Cosmetics Company Limited*
REEAZMERERARD

Wenzhou Natural Beauty
Cosmetics Company Limited”

ENTERZ M ERERAT

Place of
incorporation
and operation

Note HRAL
Bzt REEHY
(b), (c) PRC
mEAE
(b) PRC
PEAE
(b), (c) PRC
mE AR
(b), ¢) PRC
PEAE

TZE=FFR

(Expressed in Hong Kong dollars) (L& 55 Nz)

Particular of
issued and fully
paid up capital/

registered capital
BRA4RRE/
AMERFE

RMB2,500,000
AR 2,500,000

RMB3,000,000
AR %3,000,0007C

RMB2,000,000
AR 2,000,000

RMB2,000,000
AR %2,000,0007

Proportion of ownership

group’s
effective
interest
BEE
ERER

81%

interest

BRBRLA

held

by the
company
ALH
ks

held by
subsidiary
WELR
itz $5

90%

90%

90%

90%

Principal activity
IEXH

Sale of cosmetic
products and
provision of beauty
treatments

HEXREmRRH
eI $

Sale of skin care and
beauty products;
provision of beauty
treaiments and skin
care and heauty
consulting and
fraining

HERERZPER

RUXRERNER

RER#FARIE

Sale of cosmetic
products and
provision of beauty
treatments

HEXREmRRH
eI $

Sale of cosmetic
products and
provision of beauty
treatments

HEXREmRRH
e 3
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(Expressed in Hong Kong dollars) (U&7t A& )

Name of company
DEEH

Beijing Natural Beauty
Cosmetics Company Limited
(“NB Beijing")

IRERFERARAA
(TBR£LR])

Kunshan Natural Beauty
Sanlian Cosmetics Company
Limited*
RUBAX=BILERERAR

Longyan Natural Beauty
Cosmetics Company Limited*
ERAREERARAR"

Xiangfan Natural Beauty
Cosmetics Company Limited*
ERAREERARAR"

Particular of

Place of issued and fully

incorporation paid up capital/

and operation  registered capital

Note HMAL  CRAHRRE/
Rzt RBEHY HMERFEE
(b). (c) PRC RMB20,000,000
mEAE  AKE20,000,0007

(b), (c) PRC RMB1,500,000
2AKE  ARE1,5000007

(b) PRC RMB800,000
pAXE  ARE8000007

(b). (c) PRC RMB1,000,000
pAXE  ARE1,0000007

Proportion of ownership

group’s
effective
interest
BEE
ERER

72%

81%

interest

BRBRLA

held

by the
company
ALH
ks

held by
subsidiary
WELR
itz $5

Principal activity

IEER

- 80%  Sale of cosmetic
products and
provision of beauty
freatments

HEXREmRRH
eI $

= 90%  Sale of cosmetic
products and
provision of beauty
treatments

HEXREMRRLM
ET 32

- 90%  Sale of skin care and
beauty products and
related instruments;
provision of skin
care and heauty
consulting

HERERZBERR
EREN REBER
eI

- 90%  Sale of cosmetic
products and
provision of beauty
freatments

HEXREmRRH
eI $



Name of company
NAEH

Taiyuan Natural Beauty
Cosmetics Company Limited*

ARmERAXLREERAA

Changchun Natural Beauty
Cosmetics Company Limited*

REEAXERARAH

Mudanjiang Natural Beauty
Cosmetics Company Limited*

RTTARXCERERAF"

Lanzhou Natural Beauty
Cosmetics Company Limited*

BNBAXERRARAA"

Note
fizt

(b), (c)

Place of
incorporation
and operation

A

e -S4

PRC
hEAR

PRC
REAR

PRC
hEAR

PRC
REAR

TZE=FFR

(Expressed in Hong Kong dollars) (L& 55 Nz)

Proportion of ownership

interest
BEEENLA
Particular of
issued and fully  group’s held
paid up capital/ effective ~ bythe  held by

registered capital  interest company subsidiary
BEAMRRA/ A£E  A0F KELA
AMEAFE EBRESR fEEE  FEES

Principal activity

TEXE

Wholesale and retail of
skin care and beauty

RMB1,000,000 81% - 90%
AR 1,000,000
products; provision of
beauty treatments
and skin care and
heauty consulting
HERTEERRZR
Em REXTER
BENEERER
EiE
RMB1,500,000 81% - 90%  Sale of skin care and
AR %1,500,0007T beauty products;
provision of beauty
treatments and skin
care and heauty
consulting
HERBRZRER:
REXAERRHN
BERERHA

Sale of cosmetic
products and

RMBB800,000
AR #800,0007C

81% = 90%

provision of beauty
treatments

HEXRERREM
% =) ﬂx

Sale of cosmetic
products and
provision of beauty

RMB1,000,000
AR 1,000,000

81% = 90%

freatments
HEXRERRRL
P 32
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(Expressed in Hong Kong dollars) (U&7t A& )

Proportion of ownership

interest
BERLLA
Particular of
Place of issued and fully  group’s held

incorporation paid up capital/ ~ effective by the  held by
and operation  registered capital interest company subsidiary

Name of company Note AMAT  ERAMRRE/ K& XAR KELR

ARER i3 RBEHY ARMEAFE EBRESR fEEE  FEES

Anshan Natural Beauty (b) PRC RMB1,000,000 81% - 90%
Cosmetics Company Limited® pAXE  ARE1,0000007

gumaRXtERARAA"

Henan Natural Beauty (b), (c) PRC RMB3,000,000 81% - 90%
Cosmetics Company Limited® PEAXE  ARS0000007
MERRZERARAA"

Suzhou Natural Beauty (b) PRC RMB1,200,000 81% - 90%
Cosmetics Company Limited* mAXAE  ARE1,2000007
EMaREERARAR"

Kunming Natural Beauty (b) PRC RMB1,000,000 81% - 90%
Cosmetics Company Limited* mEAAE  ARE1,0000007
BREREERARAR"

Principal activity
IEXH

Sale of skin care and
beauty products and
related instruments;
provision of skin
care and heauty
consulting

HERERZBERR
EREN RUEBER
e

Sale of cosmetic
products and
provision of beauty
treatments

HEXREmRRH
eI $

Sale of skin care and
beauty products and
related instruments

HERERZBERR
e

Wholesale and retail of
skin care and beauty
products; provision of
beauty treatments
and skin care and
beauty consulting

HERTEERRZA
Em REXREEN
BEREDH;



Name of company
DEEH

Fuzhou Natural Beauty
Cosmetics Company Limited*
BMEAXERERA A"

LERRXERIERERAR

Shanghai Full-Beauty Cosmetics
Company Limited*
LERBERERAF"

Tsai Yen Ping Natural Beauty
Cosmetics (Shanghai) Company
Limited*

EERARX(ER (L) ARAA"

Natural Beauty Cosmetics
Company Limited (“NB Taiwan’)

Note
Rzt

BAXtRRKHERLA ([BRXAE])

TZE=FFR

(Expressed in Hong Kong dollars) (L& 55 Nz)

Proportion of ownership

interest
BERLLA
Particular of
issued and fully  group’s held

paid up capital/  effective by the  held by
registered capital  interest company subsidiary
BROMERE/ XE®  ALF  WEAF  Principal activity
AfERRE ERER FER FEER  IEXRE

RMB1,500,000 81% - 90%  Wholesale and retail of
AR%1,500,0007T skin care and beauty
products and related
instruments; provision

of skin care and

heauty consulting

HERTERERER
ERREREN R

BERERHA

RMB500,000 81% - 90%  Wholesale and retail of
ARE%500,0007 skin care and beauty
products
HERTEERRZR
Em
US$1,408,000 100% - 100%  Production and sale of
%£1,408,0007 skin care and beauty
products
TERBERRRER
Em
US$180,000 100% = 100%  Investment holding
%£180,0007 RERR
NT$670,000,000 100% - 100%  Production and sale of
ek skin care and beauty
670,000,000 products
FERHERERER

Em
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(Expressed in Hong Kong dollars) (U&7t A& )

Name of company
NAER

Tian Ran Mei Bio-Technology
Company Limited
RAZENHRRAFRAT

Da Shun Development
Company Limited
EERERHFRAR

Jiun Yuh Investment
Company Limited
RERERDERAF

Huei Yao Investment
Company Limited
BREERNERAT
Wan Fang Investment
Company Limited

BIRERNARAR

Belem Holdings Sdn. Bhd.

Billion Synergy Sdn. Bhd*

Place of
incorporation
and operation

Note A T
i1 e -S4

Taiwan

L
=)

Taiwan

L
A=

Taiwan

L
A=

Taiwan

I
AE

Taiwan

L
A=

Malaysia

BRESG

Malaysia
BREE

Particular of
issued and fully
paid up capital/

registered capital
BRTMERE/
AMERFE

NT$32,000,000
Hak
32,000,0007C

NT$90,000,000
Mak
90,000,0007C

NT$174,681,140
ok
174,681, 14070

NT$234,681,140
Mok

234,681,140

NT$242,681,140
Mak
242,681,140

MYR123,235,408
Class B shares
MYR10,000
Class A shares
BRERESH
123,235,4087C
AREREZH
10,0007

MYR2
2ERAmE

Proportion of ownership

interest
BERENLA

group’s held

effective ~ bythe  held by

interest company subsidiary

A%@  ALF WEA®  Principal activity

EREE MEEE FEER TZER

100% - 100%  Production and sale of
skin care and beauty
products
RERHERERER
Em

100% = 100%  Investment holding
REER

100% - 100%  Investment holding
REBR

100% - 100%  Investment holding
REER

100% = 100%  Investment holding
REER

100% 100% - Investment holding
REBR

100% - 100%  Wholesale of skin care

and beauty products

HUEERRAER



Name of company
DEEH

Ice Crystal Management Limited*

KEERERAF

Great Glamour Company Limited*

Next Success International

Limited™

Fortune Investment Global

Limited™

Natural Beauty Bio-Technology
(Hong Kong) Company
Limited (*NB Hong Kong")

TZE=FFR

(Expressed in Hong Kong dollars) (L& 55 Nz)

Proportion of ownership

interest
BERLLA
Particular of
Place of issued and fully  group’s held

incorporation paid up capital/ ~ effective by the  held by
and operation  registered capital interest company subsidiary

Note iMET  BRAMRRA/  XEE AQR KWEAF  Principal activity
i1 REEHY AfERRE ERER FER FEER  IEXRE
British Virgin US$52,000 100% 100% - Investment holding
Islands (“BVI") %4£52,0007 REER
ZEAREE
(TRE&REB])
BVI US$50,000 100% 100% - Investment holding
REERES ££50,0007 REER
BVI 1US$50,000 100% 100% - Investment holding
REARES 250,000 REBR
BVI US$50,000 100% 100% - Investment holding
REERES 850,000 REBR
(c) Hong Kong HK$10,000 100% = 100%  Sale of cosmetic
B 10,0005 products and

provision of beauty

BREENMR (B%) ARDA treatments
([EkaRZ]) BEXAERRRH
X0ER
& Company not audited by KPMG. * WHRESHGAMEBAEZZ

NG
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(Expressed in Hong Kong dollars) (U&7t A& )

Notes:

(a)

(b)

The group has entered into agreements with the
minority shareholders of NB Sanlian and NB Qingbo
to the effect that each of these minority shareholders
receive a fixed amount per annum and the group is
entitled to/responsible for the entire profits/losses
of the relevant subsidiaries for the whole duration
of the operating periods of the subsidiaries. The
fixed amounts paid/payable to these minority
shareholders of the subsidiaries as set out below
are recognised as minority interests in the
consolidated income statement.

Name

£

NB Sanlian ERAE =i
NB Qingbo BAXER

Acquisition of additional equity interests in non-
wholly owned subsidiaries

On 10 September 2002, 8 October 2002 and 28
October 2002, NB Sanlian and Chong Ming Sanlian
Investment Development Company (“Chong Ming
Sanlian”), an independent third party, entered into
25 Sales and Purchase Agreements (“S&P
Agreements”) with the respective minority
shareholders (“Vendors”) of the group’s subsidiaries
in the PRC (the “PRC subsidiaries”) to acquire the
equity interests of the PRC subsidiaries owned by
the vendors for a total consideration of $57,921,000
(of which the portion relating to the equity interests
to be acquired by the group amounted to
$41,106,000), and to assume all management and
operation rights of the PRC subsidiaries.

As of 31 December 2002, the acquisition of 11 PRC
subsidiaries at a total consideration of $21,217,000
was completed. The acquisition of the remaining
14 PRC subsidiaries, was completed during the year
ended 31 December 2003 at a total consideration
of $19,889,000.

GEZ

(a)

AEBEBRAX=BREAXBERK
ZABBRRET M RIFZEWH
# R ELBRE S FWREE R K
B MR EREMNE AR BEEES
M -AEEEHE BEWNBARZ
EF,EE-THEN TN
TZEMBAR L BRRERREA

R RankBRR D> HRFE

Fixed amount Commencement

per annum date

BERREESF o=t
RMB’000
ARK T

200 20 December 2001

—EE—F+=ZA=+H

125 30 September 2002

—TE-_FNA=+H

(b) WEFZEMB LR ZEIIRARE

%

RZEE_FNA+H ZTT=
F+ANBR-_ZEZ_F+HA -+
NB BRE=ZBERBIE=F%
AE=BMEEERAR ([EH=
k] ) BEZN &R [ R T A B OK s Y R
AR ([RFBEKRKEMNBAR]) &AH
ZOHEBRE([EH])RIL25HE
Bz ([EEHHE]) NEEER
WA 2 BB K RE B A AR A
= BRIE A57,921,0007T (& F %
RAEEGTFHREBBRAERS &
41,106,0007T ) * 7 7 #& AR B K B ffd
BAREZHEERKE#E-

RZBZE_F+-_A=+—1H"8
FERCUR BB 1R P B RREM B A |
BRIEA21,217,0007T B8 H 4
1AM B AEMRBAR CREE
—EE=F+_A=+—HULFE
SERK - 48 K (B &19,889,0007T °



TZE=FFR

Notes: (continued)

(b)

(c)

Acquisition of additional equity interests in non-
wholly owned subsidiaries (continued)

Following these acquisitions, NB Sanlian owns 80%
of NB Beijing and NB Haerbin and 90% of the other
23 PRC subsidiaries, and Chong Ming Sanlian owns
the remaining 20% of NB Beijing and NB Haerbin
and 10% of the other 23 PRC subsidiaries.

Each of the 25 acquisitions was negotiated with the
25 minority shareholders independently on an arm'’s
length basis and on normal commercial terms. The
consideration was determined based on 200% of
the net asset value of the respective PRC subsidiary
attributable to the equity interest acquired as at 1
July 2002 as verified by a firm of PRC certified
public accountants.

In accordance with the S&P Agreements, NB Sanlian
started to share the results of the PRC subsidiaries
according to the new shareholding percentages
from 1 July 2002.

Assets entrustment agreements

In July 2002, NB Beijing entered into an Assets
Entrustment Agreement with Ms Wang On Cheung
(the “Operator”). Pursuant to the agreement, NB
Beijing appointed the Operator to manage and
operate its entire business (the “Entrusted Assets”),
including the provision of SPA and beauty services,
the sale of beauty and skin care products, the
provision of beauty training courses and the
provision of assistance to NB Beijing in the
development of the franchise network. The
appointment of the Operator is effective for a period
of five years and the operator is required to pay NB
Beijing an annual fee which is determined with
reference to the net asset value of NB Beijing at
the date of the agreement. The Operator is entitled
to retain any profits and is obligated to bear any
losses, excluding the depreciation of fixed assets,
arising from the Entrusted Assets under the
Operator’s management and operation. NB Beijing
retains the title to the fixed assets. As security for
the Operator’s obligations under the agreement, the
Operator is required to place a security deposit
with NB Beijing. Ms Wang On Cheung was a director
of NB Beijing until her resignation on 15 September
2002.

(Expressed in Hong Kong dollars) (L& 55 Nz)

Hrat: (B&)

(b)

(c)

WEE2EHED R 2B
= (&)

RUKEE BREZBIEFERE
EREREAEREEZ80%E s K&
H fth 23R A B KBEMT B A 5 2 90%
Eam MEAZBESEAZLR
MERERBEHH20%Em R E
23 Hr B K B ffT B A BI EL 82 10%

W2

e ©

KNQBE FeZ258 R E HE25E b
PR R A TFREEEER —REE
BRBIEE - RERESFEK
e B B8 72 ) FE 4 BT Uk B AR AR A i
—ET_FL+ A AWNEBEEFME
(BB AERESHAZE) B
200%E E °

REEEHE B _ZZT_FtH
— B B AE =B RGBT
[ 4 £b 1 5 = o BB K BE B 8 2 B A
ES L

BEEZERENmS
R-ZBT_F+ A aAFIERE
FTRHLE([BEE]FTLEE
R EHH-BREZ W BAE
EREEREEEEREEESE
¥B(IXRTEEBEE]) BREEHR
SPARERRYE HEXBREE
Em REXFEIRERRER
MBRERERBEAFTIERERS
R-ReEERAPLF MEEH
AMBARARLERZNFE BHF
BroEafxdtmNpE ARz
EEFEEE -REERRRE
EEREEEEREEZRTESR
EMER RN RAAEERNER
BiEETEEEEEENE-BA
EUERRBEECEEMAR-1ER
BEEBRBEZWMBAAEREZE
M REEARBATIERIEER
B -TRHLIR/REARILERE
=2 HERRZZZ_FAA+A
HEERL-
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(Expressed in Hong Kong dollars) (U&7t A& )

Notes: (continued)

(c)

Assets entrustment agreements (continued)

Hrat: (B&)

In addition to the above, certain other subsidiaries
have also entered into Assets Entrustment
Agreements with various operators on terms similar
to those described above. Some of the operators
were the former minority shareholders of the
subsidiaries concerned. In addition to the annual
entrustment fees, certain assets of the subsidiaries
such as inventories, trade receivables etc at the
date of the agreement were transferred to the
operators for a total consideration of approximately
$19,379,000 payable in instalments over the next

five years.

The Operator of NB Hong Kong was Ms Niu Jia Lin,
a former general manager of NB Hong Kong. In
March 2004, the assets entrustment agreement was
assumed by Ms Wang On Cheung, the operator of

NB Beijing.

The impact of the assets entrustment agreements
on the financial statements are summarised as

follows:

Net book value of fixed assets entrusted

Assets transferred to operators

Entrustment fee income for the year

(c)
XAEEREEELZ
FREF(E

HETREEZEE

KEREREE
U #8

As at 31 December, the following outstanding
balances arising from the assets entrustment
agreements with operators are included as other

receivables in the balance sheet:

Entrustment fees receivable
Consideration receivable for transfer of
assets to operators included under

other receivables
— due within one year
— due after more than one year

FEM E FEE 2 IR s
HREAETRELEZ
FEU AR 1E (B 1
H it 8 U2 B 00
——FAEH
- —FR3H

BEEZRAREHE (8)

B EatEoh BT E KB QRN
IRE PRS2 EREZREEE
ANEBEZACEHE - B TRE
EBEBHBATNM D HBRE-
BRESRAKLWRIN ZEH B
AARMEEPZFERE S EW
EREETEEDEETREE:
(B4 A19,379,0007T * B H &R
EAEDHI A -

BEAARZEEERBTREBNAE
RIAKBYEEMZE - R _ZTN
F=ZR BEZAREHZHEA
FIRBEEITLTHF L L RE-

BEZRAEHAYUBBRRIY
SFmmT

\

2003 2002
—EE=F —EE-F
$°000 $'000

Fr F
22,655 10,940
19,379 =
4,784 1,979

R+—A=+—RA UTELXBE
ERARLE MR REEREES
BHOFABRERBRIEEMER
R

2003 2002
—E2=F —EE_F
$°000 $'000
FT Fr
4,732 1,979
6,134 =
8,739 -

19,605 1,979




TET =4

F &

(Expressed in Hong Kong dollars) (L& 55 Nz)

2003 2002
—BB=F —ET-F
$°000 $'000
Fr Fr
Share of net assets EIEEEFE 942 942
The particulars of the associate, which is an unlisted BENTRIELITEEER FHW
corporate entity, are as follows: ™
Form of Place of Interest
business incorporation Particulars of held
structure  and operation paid-in indirectly Principal
Name of associate ERER AL R capital MEREE  activity
BHENRER B R CON - BiE XEER
Shanghai Rui Incorporated PRC RMB5,000,000 20% Provision
Mei Medical and of health
Health-care care services
Company Limited
FBmERRKRRE ERligzav H R R B AR RERRER
BERAA 5,000,0007T P 7%
The group The company
X&H PN
2003 2002 2003 2002
Z2%=H§ | _TT_-H | ZBBZF | _—TIT-HF
$°000 $'000 $°000 $'000
Fr FiT Fir Fr
Unlisted equity securities FEMBRARES 11,282 11,282 6,786 6,786

The directors have reviewed the carrying amounts
of these investments and consider that provisions

are not required.

EFCEARFRENEEE ¥R
RBAFELEE
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(Expressed in Hong Kong dollars) (U&7t A& )

Other assets represent the consideration paid for
acquisition of additional equity interests in certain
non-wholly owned subsidiaries at 31 December 2002
(note 16(b)). The acquisitions were completed in
2003 and the amounts capitalised as investments in
subsidiaries.

Hitf % (EmE)

Other securities (at market value)

HEMWEEER_ZT_F+_A=+
— BB ETIIZENEB AR 2B
AR 2 TR E (BFEE16(b)) < 3%
ZWHBER_ZZT=F =k BEX
BRTEXR JAERMNBRARZIEE-

Listed equity securities BANINDE 2
outside Hong Kong ETRARE 5

Raw materials JR 4 %4

Work in progress TEZE m

Finished goods B FX oo

Included in the above balance are inventories of

2003 2002
—EE=F —EFE-F
$°000 $°000

F I FIT
67,642 88,133
2003 2002
—EE=F —EFE-F
$°000 $°000

F I FIT
30,139 24,778
2,738 2,065
29,829 25,875
62,706 52,718

$8,934,000 (2002: $8,107,000), stated net of a
general provision, made in order to state these
inventories at the lower of their cost and estimated

net realisable value.

L& BE7F 58,934,000 (=&
T~ 4:8,107,0007T) " IR BEBHEE
MARMEAZERFEIREE &
Mk —EBRBEHEHET R



Trade receivables

Prepayments and deposits
Advances to third parties
Financial refunds receivable

(note 3)
Other receivables

The ageing analysis of trade receivables is as

follows:

Within 6 months
6 to 12 months
1to 2 years

Over 2 years

Trade receivables, which generally have terms of
one to six months, are recognised in the balance

sheet at original invoice amounts less provisions for

TZE=FFR

(Expressed in Hong Kong dollars) (L& 55 Nz)

The group The company
rEE b N

2003 2002 2003 2002

“EE=F| —ZTT-F CZEBE=F | CETTC-F

$°000 $'000 $°000 $000

Fi Fir Fr T

B Z MRS 68,254 47,962 - =

BNRERAS 27,405 29,894 - -

BRTFE=H 208 6,841 - -
WA RZ (F1aF3)

11,839 3,299 - =

H 4 pE W BR 5% 22,953 13,136 1,836 424

130,659 101,132 1,836 424

BSREWERREER T T

2003 2002

—EE=F == :i

$°000 $°000

Fr For

61& A A 63,249 47,962

6Z 121E A 4,171 =

1E 24 669 =

2% Ak 165 =

68,254 47,962

overdue debts which are considered by the directors

as doubtful.

mep

BHRBER—RE
A NEREZEREEFARBRE
ZEBMEGEE REERBERER-

aH

HR—ZERE
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(Expressed in Hong Kong dollars) (U&7t A& )

The group The company
N 3L b NN
2003 2002 2003 2002
Z2F=H | _TT_H | ZBBZF _ZTT_F
$°000 $'000 $°000 $'000
Fr Fir Fir Fr
Deposits with banks and RITREA
other financial institutions MBEEEN 7,967 60,144 7,967 60,144
Cash at bank and in hand BORFERE 162,298 156,634 - -
170,265 216,778 7,967 60,144
The group The company
x%E b N
2003 2002 2003 2002
22z C"TT-F CZBBZF C"TT_F
$°000 $'000 $°000 $'000
Fr FIT Fr Fr
Amounts due to subsidiaries  FERHIB A AR - - 523 =
Amounts due to related BN EERAIRR
parties 29 716 - 716
Trade payable B HEMNER 7,423 15,001 - =
Deposits from customers EREe 7,568 11,675 - =
Other taxes payables HEMATERY 9,640 9,323 - =
Other payables Hib R RT 29,015 32,772 1,777 700
53,675 69,487 2,300 1,416
Amounts due to subsidiaries and related parties are AR B R

unsecured, interest free and repayable on demand.

All of the other trade and other payables are
expected to be settled within one year.

KB AR REERT
R BAW AR BRKER

BHMAEE
R—FAB

n
o



The ageing analysis of trade payables is as follows:

Within 6 months
6 months to 1 year

1to 2 years

618 A =14

TZE=FFR

(Expressed in Hong Kong dollars) (L& 55 Nz)

BIRNERZIREDTMT

Prepaid treatment fees ENEREE
Gross profit from barter transactions H#% 5 2 £

(note 1(q)(iv))

(a)

(Kt 1(q)(iv)

Defined benefit retirement plan

2003 2002
—EE=F —FE-F
$°000 $°000

Fit For

7,301 14,998

103 3

19 =

7,423 15,001
2003 2002
—EE=F —EE—F
$°000 $°000

FT For

4,771 13,326

473 5,320

5,244 18,646

(a) EHEBFEMNRTE

The group’s Taiwan subsidiaries participate in

a central pension scheme providing benefits

to all employees in accordance with the

Labour Standards Law (as amended) in

Taiwan. The Group has an obligation to ensure

that there are sufficient funds in the scheme

to pay the benefits earned. The Group

currently contributes at 2% of the total salaries

as determined and approved by the relevant

government authorities.

AEERENBARRERE
BEEEL (KEFT) 2MH R
BARETE meEREREREMH
B -AEBEEEERERS
ERMETXNEERERSZ
BN AEERZABBFE
REENMAEZ B DL
HotEho% Ko
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(Expressed in Hong Kong dollars) (U&7t A& )

(a)

Defined benefit retirement plan (continued)
The group’s net obligation in respect of the
pension scheme is calculated by estimating
the amount of future benefit that employees
have earned in return for their service in the
current and prior periods; that benefit is
discounted to determine the present value,
and the fair value of any plan assets is
deducted. The calculation is performed by a
qualified actuary using the projected unit
credit method. An actuarial valuation as at 31
December 2003 was carried out by a qualified
staff member of PricewaterhouseCoopers
Taiwan, who is a member of the Taiwan
Enrolled Pension Actuary. The actuarial
valuation indicates that the group’s obligations
under this defined benefit retirement scheme
are 21% (2002: 22%) covered by the deposits
paid with the Central Trust of China, a

government institution.

(i) The amounts recognised in the balance
sheet are as follows:

Present value of obligations BERRE
Fair value of plan assets
Net unrecognised actuarial RIERK

gains/(losses)

AEIEEAFE
Wz,
(EBH) 28

(a)

EEBAERMAKEE (BE)
REERRAKSFTEAREZE
BERE DREERERRBMAE
BRIt iR E R EES Z B
BAEFT 2 EAE FARA
S HEAERRE M E @5
BEEZ A TEANGHAR-
ERGtERaEBBEEMEKA
A ENGNKARFE -R
—EZE=F+-_A=+—HZ
BEMEERENS RS
LEERBIET BA
Taiwan Enrolled Pension
Actuaryz € B - lgEHEE R
ERBANERAAEIET ZE&E
BEHEB21% (=TT = F:
22%) BB #ER RE
ERCEeER-

() REEBEXREER

M
2003 2002
—EE=F —FE-F
$°000 $°000
FT Fr
9,755 10,313
(2,001) (2,222)
622 (493)

8,376 7,598




(a)

TZE=FFR

Defined benefit retirement plan (continued)

(i)

(if)

(continued)

A portion of the above liability is
expected to be settled after more than
one year. However, it is not practicable
to segregate this amount from the
amounts payable in the next twelve
months, as future contributions will also
relate to future services rendered and
future changes in actuarial assumptions
and market conditions.

(Expressed in Hong Kong dollars) (L& 55 Nz)

(a) FEEEFEKEE (5)

(i)

(&)

Lt # o

BEBEHRN—

FRXN AT D&
BZEBUARREL
—EAzENEELT
DEER RARBKRHE
RS AR 2 IR
B RRERRZAKE
HEmRBRH-

Movements in the net liability (i REEAGBRERZE
recognised in the balance sheet are as BEFEEHNOT
follows:
2003 2002
—EB=F —TTF
$°000 $°000
FT For
At 1 January ®n—A—A8 7,598 6,776
Contributions paid to scheme &~ 5T &4t & (360) (351)
Expenses recognised in the R X R X
income statement (note 4(b)) (Kt 4(b)) 1,138 1,102
Exchange adjustments ME 38 & - 71
At 31 December W+=—A=+—H 8,376 7,598
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(Expressed in Hong Kong dollars) (U&7t A& )

(a)

Defined benefit retirement plan (continued)

(iiif)

Expenses recognised in the
consolidated income statement are as

follows:

3B AR 75 AR A
RSN RN

Current service cost
Interest cost

Actuarial expected return
8 HA [0

E s

on plan assets

Net actuarial losses recognised B R E 518/ 5

The expenses are recognised in the
following line items in the consolidated

income statement:

HEAEBH

Cost of sales & A AR
Distribution costs 5 85 P AN
Administrative expenses THRAX

The actual return on plan assets (taking

into account all changes in the fair value

of the plan

assets

excluding

contributions paid and received) was
net income of $29,000 (2002: $31,000).

(a)

EREFNRARTE (E)
(i) MNEAKERERZH

T
2003 2002
—EE=F —FEE-F
$°000 $°000
Fr For
1,086 867
384 327
(72) (45)
(260) (47)
1,138 1,102

RiRE MR KRR Z LA

THEERX:
2003 2002
—EE=F —EFE-F
$°000 $°000
F I FIT
781 718
317 265
40 119
1,138 1,102

HEAEZEREH
(@ R BEERT

2 A%

ETEYE

BENEE W) B
ASEF 29,000 (=
T — £ :31,0007T) °



TZE=FFR

(a) Defined benefit retirement plan (continued)

(iv)

The principal actuarial assumptions
used were as at 31 December 2003
(expressed as weighted averages) are

as follows: FYWT:

2003 2002

—EE=F ZET=F

Discount rate X 3.50% 3.75%
Expected rate of return FEEEERL

on plan assets wE 2.75% 3.75%

Future salary increases KRR H LN 2.50% 2.50%

(b) Defined contribution retirement plans

(1)

The group also operates a Mandatory
Provident Fund Scheme (“the MPF
scheme”) under the Hong Kong
Mandatory Provident Fund Schemes
Ordinance for employees employed
under the jurisdiction of the Hong Kong
The MPF

is a defined contribution

Employment Ordinance.
scheme
retirement scheme administered by
independent trustees. Under the MPF
scheme, the employer and its
employees are each required to make
contributions to the scheme at 5% of
the employees’ relevant income, subject
to a cap of monthly relevant income of
$20,000. Contributions to the scheme

vest immediately.

(Expressed in Hong Kong dollars) (L& 55 Nz)

(a) FEEEFEKEE (5)

(ivy, R-ZEZE=F+_-A=
+—HRAZEERE
BRa% (LA 0 #E F 35 81 %)

(b) EHEETEMNREE

(i) AEETREESESRSG
MAEEFEHEA AR
BB EBIGHAETS A
FERMEAZEIR
VA /N - Rl
([REEETE]) BT
CEEABBRBUIETA
B2 E BB FRIKET
Elo-RBRESAE B
TREESBARGE
e G 1E B B B A 5%
ZHF - BABHEKA
PR & 20,0007T ° &t &l
R E B AT

Ao
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(Expressed in Hong Kong dollars) (U&7t A& )

(b) Defined contribution retirement plans

(continued)

(ii) As stipulated by the regulations of the
PRC, the group participates in various
defined contribution retirement plans
organised by the relevant authorities for
its PRC employees. The group is
required to make contributions to the
retirement plans which are calculated
based on certain prescribed rates and
the salaries, bonuses and certain
allowances of its PRC employees. The
group has no other material obligation
for the payment of pension benefits
associated with these plans beyond the
annual contributions described above.

Pursuant to the company’s share option scheme
approved by a resolution of the shareholders of the
company dated 11 March 2002 (the “Share Option
Scheme”), the company may grant options to full-
time employees (including executive or non-executive
directors) of the company or its subsidiaries to
subscribe for the shares at a consideration of HK$1
for each lot of share options granted. The Share
Option Scheme will remain valid for a period of 10
years commencing on 11 March 2002. Options
granted may be exercised during such period as
would be determined by the board of directors of
the company and notified to each grantee upon grant
of the option, but in any event not later than 10
years from the date of grant of the option. The
subscription price for shares under the Share Option
Scheme may be determined by the board of directors
at its absolute discretion but in any event will not be
less than the higher of (a) the closing price of the
shares as stated in the SEHK'’s daily quotations sheet
on the date of grant of the option, which must be a
business day; and (b) the average of the closing
price of the shares as stated in the SEHK’s daily
quotations sheets for the five business days
immediately preceding the date of grant of the
relevant option.

No options have been granted by the company under
the share option scheme since its adoption.

(b) EHEHETEMNREE

(&)

(i AEESREFBEDER
RERETBEEEZ M
FEEEBEHEERANX
TR TR 8l AL
BARETHEELER
HABEB Z#HE fE4
B TR b AR K G 8
KB it 2 6 2 5K
S AN SR A 48 B 5% S AT
BB 2 R IRAE A
HREKREE-

BREAAGIRFEBBAHA_TET =
FZAT—RAZABRFAMAELRAA
BERER S ([FERERE])  K~Af
ARAARISKEWNBARZRES
(BREATHIERTES) REHBER
E-REBHERZERERSRIAT
ZRERBRO BREFEHE=Z
TZF=A+—BRI0CFHBERDA
BR-BRHZEREBAIREARRE
EeBI s ZFHBTUTE IR
BEBRERASSARA ERT
AER T NEERBERERH A Ak
P10 -BREAHBIIBE T 2RNODRE
BEUBRESEE2RENEERENT
ABERTAEERATERSE (a)&
LEREER (KWEREER) BB
REFGEMERMBRHDEME: &
(o)EERTEBERER R AES
XHESBMZMEARERABRKRMD
g TE-

4R A B AR M £ B AR AR 2 R AR AR
18 0t B 4% 1 A B AR o
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(a) Current taxation in the balance sheet
represents:

Provision for Hong Kong BAEFEHEHE
Profits Tax
Taxation outside Hong Kong BAIZINR IR

(Expressed in Hong Kong dollars) (L& 55 Nz)

(a)

BERBRZEMBIESE:

The group
rEE

2003 2002
—BF=F | —TT-F
$°000 $°000
Fr For
13,532 11,308
13,532 11,303
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(Expressed in Hong Kong dollars) (U&7t A& )

Deferred tax assets and liabilities recognised: (b) EHERZELHBEEERSA
f&:
The group K&
The components of deferred tax (assets)/ REEBGBERERZELEIE
liabilities recognised in the balance sheet and (BE) /BEHEKISH RFA
the movements during the year are as follows: FENT
Tax Other
losses Defined Unrealised short-term
Provision Revaluation brought benefit  profits on  temporary
for bad and of forward liability inventories differences
doubtful debts properties Al RE 25 HttES Total
REBRE EfWE  HEFR RAEE AEEN  ENEE @t
$000 $000 $000 $000 $000 $000 $000
T T Fr T Fr Fr T
Deferred tax BERERE:
arising from:
At 1 January 2002 RZZF
—A—H
- as previously ~WHEZH
reported - 1,022 - (1,694) - (348) (1,020)
- prior period -LHR%
adjustments (199) 294 - - (7,799) 17 (7,687)
~ s restated ~ &5 (199) 1316 - (1694)  (7,799) (331)  (8,707)
Charged/(credited) REAKER
to consolidated nk/ (GA)
income statement (142) 101 (126) (195) (1,185) 3 (1,544)
Credited to reserves REEEEA
(note 30) (Kf2t30) - (211) - - - - (211)
Exchange RS
adjustments - - = (19) = (9) (28)
At 31 December RZZEE-F
2002 (restated) +-A=+-H
(E51) (341) 1,208 (126) (1,908) (8,984) (337)  (10,490)
At 1 January 2003 \ZEE=
-A-H
- as previously -WRHER
reported - 1,280 (126) (1,908) - (52) (806)
- prior period -LBRE
adjustments (341) (74) - - (8,984) (285) (9,684)
- as restated - &7 (341) 1,206 (126) (1,908) (8,984) (837) (10,490)
Charged/(credited) REeRax
to consolidated nk/ (GrA)
income statement (405) 102 - (186) 1,582 (976) 17
Charged to reserves Rk
(note 30) (Kiz£30) = 539 = = = = 539
Exchange ERRE
adjustments - - - - - 9 9
At 31 December RZZE=F
2003 +-A=+-H (746) 1,847 (126) (2,094) (7,402) (1,304) (9,825)




(b)

TZE=FFR

(Expressed in Hong Kong dollars) (L& 55 Nz)

Deferred tax assets and liabilities recognised:
(continued)

Net deferred tax asset REERBERERZ
recognised on the RERIEEEFE
balance sheet

Net deferred tax liability REEBBERER
recognised on the EXERIE A EFE

balance sheet

Deferred tax assets not recognised:

The group has not recognised deferred tax
assets in respect of tax losses of $50,742,000
(2002: $26,696,000). The Hong Kong tax
losses of $14,859,000 (2002: $12,120,000) do
not expire under the current tax legislation in
Hong Kong and all other tax losses will expire
in 2004 to 2008.

(b)

(c)

ERRBZELERBEENA

& (&)

The group
AEH
2003 2002
—®E=HF | —TT=F
$°000 $°000
F T
(11,672) (11,696)
1,847 1,206
(9,825) (10,490)
RERELERIAE E

N & B W& IEEE
50,742,000 (Z T T = 4F:
26,696,0007T ) fE5RIE IEFi 1A
BE-BEBEFBRITRBEEL:
& 7 B 18 85 18 14,859,0007T

—Z T —4:12,120,0007T)
I K & - i FT A E A B IR &
BABKR-_ZZTNFE-ZTT

I\ & °
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(Expressed in Hong Kong dollars) (U&7t A& )

2003 2002
ZBE=H% ZETCF
No. of shares $  No. of shares $
RBHE T RO EE 7T
Authorised: EERA:
Ordinary shares of SREAEEIT
$0.1 each ZEBR 4,000,000,000 400,000,000  4,000,000,000 400,000,000
Issued and fully paid: ERTRAR:
At 1 January/incorporation w—A-8/
Tz 2,000,000,000 200,000,000 1 0.10
Capitalisation issue BB
(note (a)) (Kt (a) - - 1,499,999,999  149,999,999.90
New issue on public offer ARBERBITIR
(note (b)) (Hti(b) - - 500,000,000  50,000,000.00
At 31 December R+ZA=+—H 2,000,000,000 200,000,000  2,000,000,000  200,000,000.00

Notes:

(a)

Pursuant to a written resolution of the sole
shareholder of the company passed on 11 March
2002, the authorised share capital of the company
was increased from $390,000 to $400,000,000 by
the creation of an additional 3,996,100,000 new
shares. On the same date, pursuant to a group
reorganisation in connection with the listing of the
company’s shares on SEHK, the company allotted
and issued:

(i) 1,118,595 shares, credited as fully paid at
par, to Efficient Market Investments Limited
(“Efficient Market”) in consideration for the
acquisition of 45,500 shares and 6,500
shares of US$1 each in Ice Crystal
Management Limited (“lce Crystal”),
representing the entire issued share capital
of Ice Crystal, from Dr Tsai Yen Yu and Su
Chien-Cheng respectively;

MraE:
(a)

RBARFE-BRER-_ZTZT_F
ZAT—BEBEBNEIRER A
~ AR E OB OK B OO
3,996,100,000% 3 i% 17 F 390,000
7T % 400,000,0007% ° [/ B+ 1R 4%
HARRBMNE BB LW
ETZEEEE ARARERE
1:

(i) 1,118,5958% ¥ M 18 A AR 7]
B R 2k T Efficient
Market Investments
Limited ( [ Efficient
Market] ) "R MZ K 1H
T R ER R D AW K&
EEARAA ([KEE
B])BRABEES1THR
5 45,5008% % 6,5008% (18
ERNKREEEIE BT

B AS) RO AE
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Notes: (continued)

(if)

(iiif)

(iv)

2,781,403 shares, credited as fully paid at
par, to Efficient Market in consideration for
the conversion of 123,235,408 issued shares
in the capital of Belem held by Efficient
Market to Class B shares;

1 share credited as fully paid, to Efficient
Market at the direction of Dr Tsai, Lee
Ming-Ta, Su Chien-Cheng and Su Sh-Hsyu
in consideration for the transfer of 12,500
shares of US$1 each in Great Glamour
Company Limited (“Great Glamour”),
representing the entire issued share capital
of Great Glamour, from each of Dr Tsai, Lee
Ming-Ta, Su Chien-Cheng and Su Sh-Hsyu
to the company; and

1,496,100,000 shares credited as fully paid
to Efficient Market by capitalising the share
premium account of the company.

The value of shares of the subsidiaries received as
determined by the directors in excess of the par
value of shares issued to Efficient Market amounting
to $136,328,000 was capitalised as share premium.

On 28 March 2002, 450,000,000 shares were issued
under private placement and 50,000,000 shares
were issued to public, all at a premium of $0.45

each.

(Expressed in Hong Kong dollars) (L& 55 Nz)

Hrat: (B&)

(i) 2,781,403/ IR H B A BRI
B8R 2 R 19 T Efficient
Market * {E & #% Efficient
MarketFT4% A Belemi% 4 4
#) 123,235,408 B 85 17 %
MHBEBRHRE:

(iiiy IREHL THEHEN
F#F BB R E RE
T—RARIABHR 2K
3 FEfficient Market * fE&
mEET FTHE HEHA
REFES B 1512,500/%
% T B 3% £ 17T 89 Great
Glamour Company
Limited( [ Great
Glamour]) &7 (& R®
Great Glamour2 Zf & 217
BRA) EETAQAMNR
B &

(iv) FEBARRQ R KRGS E KRR
T & AN - [A]Efficient Market
fid 2% K2 % 17 1,496,100,000
RABRY A E 2D -

HNBARIKE WEEEET A
B 1 % 17 T Efficient MarketZ i {5
{8 2 136,328,0007T XD BELD

R-ZBEZ_F=ZA -+ N\B £&A
AN ARERE R BT
450,000,0008% f& 7 * LA R M AR A
=+ %% 7750,000,0008% P& 1+ & 2B A%
7 LE B F AR 0.45 T Bt 2 -
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(Expressed in Hong Kong dollars) (U&7t A& )

The group

At 1 January 2002

- as previously reported

- prior period adjustments
in respect of deferred
tax (note 11)

- as restated

Exchange difference on
translation of financial
statements of overseas
subsidiaries

Premium arising from new
shares issued on
11 March 2002
(note 29)

Premium arising from new
shares issued on
28 March 2002
(note 29)

Share issuance expenses

Revaluation deficits,
net of $211,000
deferred tax (note 28)

Profit for the year
(as restated)

Transfer to statutory
reserve

Dividends declared in
respect of the current
year (note 9)

At 31 December 2002

rE
Investment
properties
revaluation
Capital Share reserve  Statutory Exchange  Retained
surplus  premium RENE reserve  reserves profits Total
ExE  RORE EM4RE  iERE  SNERE RKREEA a3t
$000 $'000 $000 $000 $'000 $000 $000
T T T T T T T
R-ZZ-%-A-H
“MHEER 42,554 - 12,243 28,402 (20,796) 105,612 168,015
-BREREHEL
BEHERE
(it11) - - (869) - - 8,556 7,687
- Ej3) 42,554 - 11,374 28,402 (20,796) 114,168 175,702
BHNMBRR B
BREANEEE
- - - - 2,890 - 2,890
RZEZ_£=f+—H
BONMROFAELEE
(Krit29)
- 136,328 - - - - 136,328
RZZE-_#=A-t)\A
BONBROFELEER
(Krit29)
- 225,000 - - - - 225,000
FARHER = (24,570) = = = = (24,570)
Eff A ENRETHE
21,0007t (Hf##28)
- - (1,834) - - - (1,834)
RERRR (E5)
- - - - - 68,258 68,258
BEELERE
- - - 15,932 - (15,932) -
AEREERRT
(Krit9)
- - - - - (37,960) (37,960)
R-ZE_F
+-A=1+-H 42,554 336,758 9,540 44,334 (17,906) 128,534 543,814




The group (continued)

At 1 January 2003

- as previously reported

- prior period adjustments
in respect of deferred
tax (note 11)

- as restated

Dividends approved in
respect of the
previous year (note 9)

Exchange difference on
translation of financial
statements of overseas
subsidiaries

Revaluation surplus
(note 13(b)), net of
$539,000 deferred tax
(note 28)

Profit for the year

Transfer to statutory
reserve

Dividends declared in
respect of the current
year (note 9)

At 31 December 2003

R-ZZ=%F-F—H

~MAAEZR

-BRELEREL
BESEAE
(KizE11)

- BJl
LEEBHERF
(K3t9)

BB AR
ZHBRE
SIS 3

EHRA (KF130b))
EHREEHE
539,000 (Ki3#28)

REREM
BRELTERE

AEREERKRA
(H9)

TZE=FFR

(Expressed in Hong Kong dollars) (L& 55 Nz)

&M (E)

Investment
properties
revaluation
Capital Share reserve  Statutory Exchange  Retained
surplus  premium RENE reserve  reserves profits Total
EXEH  ROEE EMRE  iERE  SHERE  REEA At
$:000 $000 $000 $:000 $000 $000 $000
T T T T Tr T T
42,554 336,758 10,198 44,334 (17,906) 118,192 534,130
- - (658) - - 10,342 9,684
42,554 336,758 9,540 44,334 (17,906) 128,534 543,814
- - - - - (40,000) (40,000)
- - - - (263) - (263)
- - 4,696 - - - 4,696
= = = = = 54,142 54,142
- - - 22,368 - (22,368) -
- - - - - (12,000) (12,000)
42,554 336,758 14,236 66,702 (18,169) 108,308 550,389
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(Expressed in Hong Kong dollars) (U&7t A& )

The company

At 1 January 2002
Premium arising from

new shares issued on

11 March 2002 (note 29)
Premium arising from

new shares issued on

28 March 2002 (note 29)
Share issuance expenses
Profit for the year
Dividends declared in respect

of the current year (note 9)

At 31 December 2002

At 1 January 2003

Dividends approved in respect
of the previous year (note 9)

Profit for the year

Dividends declared in respect

of the current year (note 9)

At 31 December 2003

|
oA 08

B

E]

il
|

B0
-\
ey

F—A—
F=H

+—
A

B
?m

t

=
=

3
(/?/ng)
RZZEZEZF=A=1+N\H
BITHBROELRE
(KF7F29)
BHEITER

A E R F
BEIRANFE KA
(KiaE9)

i

Al
o A

- F

+ +—H

R-_EZ=F—HF—H

B R F A
(Kt3#9)

REE R

BEIRAFEERA
(Kta£9)

i

"

EF
A

- F
+ +—8

b N
Share Retained
premium profits Total
IR 43 )% B = 8 i A st
$'000 $'000 $'000
T7T T7T TIT
136,328 - 136,328
225,000 - 225,000
(24,570) - (24,570)
- 38,667 38,667
- (37,960) (37,960)
336,758 707 337,465
336,758 707 337,465
- (40,000) (40,000)
- 75,446 75,446
- (12,000) (12,000)
336,758 24,153 360,911
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The company (continued)

(a)

According to the laws and regulations of the
PRC, PRC companies with foreign investment
are required to transfer a certain percentage
of its profit after tax, as determined under PRC
accounting regulations (the “net profit under
PRC GAAP”), to the general reserve fund,
enterprise expansion fund and staff and
workers’ bonus and welfare fund. Distribution
of these reserves shall be made in accordance
with the Article of Association and approved
by the board of directors each year. Other
PRC companies are required to transfer a
certain percentage of their net profit under
PRC GAAP to the statutory surplus reserve
fund until the reserve balance reaches 50%
of their paid-in capital, and to transfer a certain
percentage of its net profit under PRC GAAP
to the statutory public welfare fund.

According to the laws and regulations of
Taiwan, Taiwan companies shall set aside 10%
of their statutory net income each year for
legal reserve, until the reserve balance has
reached the paid-in share capital amount.

These above-mentioned reserves and funds
cannot be used for purposes other than those
for which they were created and are not
distributable as cash dividends.

The revaluation reserve in respect of
investment properties has been set up and
will be dealt with in accordance with the
accounting policy adopted for the revaluation

of investment properties (note 1(g)).

In accordance with the Companies Law of the
Cayman lIslands, the share premium account
is distributable to the shareholders of the
company provided that immediately following
the date on which the dividend is proposed
to be distributed, the company will be in a
position to pay off its debts as they fall due in
the ordinary course of business.

(Expressed in Hong Kong dollars) (L& 55 Nz)

AANA (58)

(a)

R 3R P B B K AR 51 - AR B A
IR E QR ERB A6
([FEAREFRANIE T4
M) BT zBhBERFNETA
DLHERE-—REEHEES B
XEREASUARBIRERE
FEL-FHEDRAEBRERR
EBERERAZRE WEE
EEEFHE-EMPERQF
BIRP B AREE R AT
ETEALEREEITRABA
Be ATABABSEIE
W& 7N ) 50% 85 - A DA 8
REBERPBE ARG FEA
B ETEDIEREE

SooA
m 3 °

fe=a)

S

RIEAEHATIREN &8
NEEFARBEEERAE
BI0%IERETRBATE B
SEBENERRASEA
ke

tii#EEEEETBRAREX
YRR EMAE BN
B RERMNR B -

ERREMERIEMHE
T REBEE[RRENDERAL
SRTBUREE (M5E1(9))

RIEFASES R BE B
EBRADIKTARABR H
ZRER D IRBA BB AR
AREERAEN A EEBH RS
ZE
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(Expressed in Hong Kong dollars) (U&7t A& )

The company (continued)

(d) At 31 December 2003, the aggregate amount
of reserves available for distribution to
shareholders of the company was
$360,911,000 (2002: $337,465,000). After the

(d) R-ZZE=F+_-_HF=+-—
H A9 KFARABREZH
%4238 45360,911,0007C (= F
T — 4 :337,465,0007T) R &

balance sheet date the directors proposed a EHB EFEEZRD KB

final dividend of $0.015 per share, amounting
to $30,000,000. This dividend has not been

f% f% 0.0157¢C » & #
30,000,000 c - A& E H » % F

recognised as a liability at the balance sheet THEERREE

date.

On 31 August 2003, the group acquired 100%

R-_ZEZE=FNA=1+—H F&H

interest in Shanghai Full Beauty Cosmetics Company BALSBEBRAEEMBRAF100%

Limited for $7,176,000.

Net assets acquired

Fixed assets

Inventories

Debtors, bills receivable, deposits and
prepayments

Cash at bank and in hand

Trade and other payables

Tax payable

Net identifiable assets and liabilities

Positive goodwill arising on consolidation

Total purchase price paid, satisfied in cash

Less: cash of the subsidiary acquired

Net cash outflow in respect of the purchase
of subsidiary

W5 EB7,176,0007T

2003
—EBE=F
$°000
FT
BABEFE
EE & E 756
EE 1,361
JEWERR EREE He
NEEENE 46
RITMFEBE S 26
B 5 HH b FE S BR 3K (1,109)
e B IR (18)
AEHBNEENREBEFRR 1,062
HEFRBERELAZERE 6,114
BENEEEAE AR 7,176
BBAKBARZRE (26)
BANBRARZBE SR E F58
7,150




(a)

(b)
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(Expressed in Hong Kong dollars) (L& 55 Nz)

Capital commitments (a)
Capital commitments outstanding at 31

December 2003 not provided in the financial

statements were as follows:

Contracted BET4

Commitments under operating leases (b)
At 31 December 2003, the total future minimum

lease payments under non-cancellable

operating leases are payable as follows:

Within 1 year 1R
After 1 year but within 5 years 1FE5F K
After 5 years 5% 1&

The group leases a number of properties
under operating leases. The leases typically
run for an initial period of one to ten years,
with an option to renew the leases when all
terms are renegotiated. Leases payments are
usually increased annually to reflect market
rentals.

BARERE
RZEZE=ZF+_A=+—
B -3 £ 5 B 7S 3R R (E
ZREEBERFAENT:

The group
rEE

2003 2002
—BF=F | —TT_F
$°000 $°000

Fr T

381 -

MEHAERE

R-FE=6+-A=+-
B - REAATHELCEHER
Nz BiE&IEEERIEAREWD
T

The group
rEH

2003 2002
—BEBC=F —EET_F
$°000 $°000
Fr Fr
8,318 19,038
21,222 20,957
3,959 7,448
33,499 47,443

AERRKEHOERZEY
X MOZMPBR—BR—=
TEAE IREHEFEBG
RREREE- ML BEEFIE
mARKRTSES-
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(Expressed in Hong Kong dollars) (U&7t A& )

(b)

(c)

Commitments under operating leases
(continued)

In addition to the minimum lease payments
disclosed above, the PRC subsidiaries have
commitments to make rental payments at a
percentage of turnover for certain leased

properties.

Furthermore, there are commitments of
$42,322,000 (2002: $39,586,000) in respect
of future minimum lease payments under non-
cancellable operating leases entered into by
the group. The business operations at these
premises have been entrusted to operators
(note 16(c)) who are responsible for the
payment of the rentals to the respective
landlords. New lease agreements will be
entered into between the landlords and
operators on expiry of the current lease
agreements.

At 31 December 2002, the group had
commitments of $8,846,000 for the acquisition
of additional equity interests in non-wholly
owned subsidiaries from the minority
shareholders (note 16(b)). There were no such
commitments at 31 December 2003 as all
acquisitions have been completed.

(b)

(c)

REBEEE

(&)

B b X 2 & EMEE M
S B BT 8 2 B st A T AR
EMENEXEX —AOLX
NHEEmBRE-

ptoh - RE B TR 2 2 Al
HEEHEETREBREE
~ FREE B 42,322,000 (=
T T — 4 :39,586,0007T) ° 5%
EMEEBKEEBECDELTAE
BERS¥EEITAHEezEESE
(FizE16(c)) - FHEEHZES S
REEHEHZERFHEE
B E BRI -

X

ZET_F+ZA=+—
B AEERRPBRREA
F2EMBAR ZEINRAE
= M 45 8,846,000t 2 A& ¥ (M
16(b)) "R _BF=Ft+_
A=Z+—H BRFEKRER
FERK - B Uh N A R AR

Ik
>

B
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Under the terms of the Sale and Purchase
Agreements referred to note 16(b), in the event that
Chong Ming Sanlian fails to settle the amounts owed
to the minority shareholders for the acquisition of
the equity interests in the PRC subsidiaries, NB
Sanlian has undertaken to settle the outstanding
amounts on behalf of Chong Ming Sanlian. At 31
December 2003, in respect of the purchase
consideration, Chong Ming Sanlian owes to the
minority shareholders a total amount of $6,123,000
(2002: $9,626,000).

Apart from transactions and balances disclosed in
notes 16 and 24, the group had the following material

transactions with related parties which in the opinion

(Expressed in Hong Kong dollars) (L& 55 Nz)

RIFEHIFE16(0)FTil B B 3% < 1R 50
fis 52 B = B R B Bk U B R B BT /B A )
ZBRAERRDERRIEN BB X
H BAE=ZBMABRRIEH=ZME
NAREBEFRB- R_EE=F+_H
=t+—H £H-BHEEERELS
DR EAS 6,123,000 (ZFEZ =
£ :9,626,0007T) °

BRI rE16 R 241 58 2 R 5 R &N
AREEHEBEALTT U TAQRE
EREDNE—REERARERAER

of the directors of the company, were carried out on AEXBRETIERZ G
normal commercial terms and in the ordinary course
of the business of the group.
2003 2002
—BB=F —TE_F
$°000 $'000
Fr FoT
(a)  Rental income receivable (a) MEYHEEAR
from the associate Ex2HSKA
company and directors 756 483
(b)  Rental expenses payable (b)y ENESZSzH<EAR
to directors 190 190
(c)  Purchases of finished goods (c) MEEQREA
from related companies 2 SR 791 =
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(Expressed in Hong Kong dollars) (U&7t A& )

(d) Under a licensing agreement, a director of the
company granted to NB Taiwan a license to
use a skin test software from 1 January 1997
to 31 December 2011 for a nominal
consideration of NT$1.

(e) On 5 October 2001, NB Taiwan entered into
two separate licensing agreements with two
directors of the company. Under the
agreements, the directors agreed to license a
number of trademarks to NB Taiwan, on an
exclusive basis, for a nominal consideration
of NT$1. The licensing agreements will be
effective till the expiry of the registration of

the respective trademarks.

Certain comparative figures have been adjusted as
a result of the change in accounting policy for
deferred taxation, details of which are set out in note
11. In addition, the presentation of certain
comparative items in the consolidated income
statement has been revised. The directors are of the
opinion this revised presentation is more appropriate
after considering the nature of the items. The major
changes are the reclassification of entrustment fee
of $1,979,000 and revenue arising from barter
transactions of $14,994,000 from other revenue to
turnover and the financial refunds of $7,069,000 from

taxation to other revenue.

The directors consider the ultimate holding company
at 31 December 2003 to be Knightcote Enterprises

Limited, which is incorporated in BVI.

() BREFTEBR AATES
MR R EH A 1T A
REEEBRTE—ANLE
—R-HAZ-T——&+=5
= t—ABMEREE AR
2 BFAT AR -

() M-_TE-—F+HAB BA
RERARNAMEBESIL
MR A E - REWE &
ERBENERBAREHR G
TTEBREERABAEXZRE
BEE TR ZATAI 5
W 2 10 & P AR 2 A 11 U A
HARE R

BREBREERIE 2 S5 HERE

ETHRBEFEFEHAR FEHR
BisE11 o tt&l\'ﬁé,ﬁ?éu&%%iﬁwz%
TFLHRBEECELE -KZEIEE
hE%E EER tmEtHﬁF%f RIER
AHE- TEEHBEBET Z«%%%
1,979,000t EH H 8 W EBR

Fﬁ;;%iz14,994,00075uéz)\1ﬁéﬁ1mu&
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NOTICE IS HEREBY GIVEN that the annual general meeting
(the “Meeting”) of Natural Beauty Bio-Technology Limited
(the “Company”) will be held at Chater Room Il, Function
Room Level, The Ritz-Carlton Hong Kong, 3 Connaught
Road Central, Hong Kong on 25 June 2004 at 11:00 a.m.

for the following purposes:

1. To receive and consider the audited financial
statements, directors’ report and auditors’ report of
the Company for the year ended 31 December 2003.

2. To approve the final dividend for the year ended 31
December 20083.

3. To re-elect the retiring directors and to authorise the
board of directors to fix the remuneration of the
directors of the Company (the “Directors”).

4. To re-appoint auditors and to authorise the board of
directors of the Company (the “Board”) to fix their
remuneration.

5. As special business, to consider and, if thought fit,
pass with or without amendments the following

resolutions as ordinary resolutions:

5A.  “THAT:

(a) subject to paragraph (c) below, the
exercise by the Directors of the
Company during the Relevant Period
(as hereinafter defined) of all the
powers of the Company to allot, issue
and deal with additional shares in the
capital of the Company and to make or
grant offers, agreements, options and
rights of exchange or conversion which
might require the exercise of such
powers be and is hereby generally and

unconditionally approved;
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(c)
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the approval in paragraph (a) shall be
in addition to any other authorisation
given to the Directors of the Company
and shall authorise the Directors of the
Company during the Relevant Period
(as hereinafter defined) to make or grant
offers, agreements, options and rights
of exchange or conversion which might
require the exercise of such powers

after the end of the Relevant Period;

the aggregate nominal amount of share
capital allotted or agreed conditionally
or unconditionally to be allotted
(whether pursuant to an option or
otherwise) by the Directors of the
Company pursuant to the approval
granted in paragraph (a) of this
resolution, otherwise than pursuant to
(i) a Rights Issue (as hereinafter
defined), or (ii) the exercise of any
rights of subscription under the share
option scheme of the Company
approved by The Stock Exchange of
Hong Kong Limited, or (iii) any scrip
dividend or similar arrangement
providing for the allotment of shares in
lieu of the whole or part of a dividend
on shares of the Company in
accordance with the Articles of
Association of the Company, shall not
exceed 20 per cent. of the aggregate
nominal amount of the issued share
capital of the Company as at the date
of passing this resolution, and the said
approval shall be limited accordingly;
and
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for the purposes of this resolution:

“Relevant Period” means the period
from the date of passing of this
resolution until whichever is the earliest

of:

(i) the conclusion of the next annual
general meeting of the Company;

(ii) the expiration of the period within
which the next annual general
meeting of the Company is
required by law or the Company’s
Articles of Association to be held;
or

(iii)  the date upon which the authority
set out in this resolution is
revoked or varied by way of
ordinary resolution of the
shareholders (the
“Shareholders”) of the Company

in general meeting.

“Rights Issue” means an offer of shares
in the capital of the Company open for
a period fixed by the Directors of the
Company to holders of shares whose
names appear on the register of
members of the Company on a fixed
record date in proportion to their then
holdings of such shares (subject to
such exclusions or other arrangements
as the Directors of the Company may
deem necessary or expedient in relation
to fractional entitlements or having
regard to any restrictions or obligations
under the laws of any relevant
jurisdiction, or the requirements of any
recognised regulatory body or any
stock exchange, in any territory outside
Hong Kong).”
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5B.
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“THAT:

(a)

()

(c)

subject to paragraph (c) below, the
exercise by the Directors of the
Company during the Relevant Period
(as hereinafter defined) of all the
powers of the Company to purchase
shares of HK$0.10 each in the capital
of the Company subject to and in
accordance with all applicable laws and
requirements of the Rules Governing the
Listing of Securities on The Stock
Exchange of Hong Kong Limited as
amended from time to time be and is
hereby generally and unconditionally

approved;

the approval in paragraph (a) shall be
in addition to any other authorisation
given to the Directors of the Company
and shall authorise the Directors on
behalf of the Company during the
Relevant Period (as hereinafter defined)
to procure the Company to purchase
its shares at a price determined by the

Directors;

the aggregate nominal amount of the
shares which are authorised to be
purchased by the Directors of the
Company pursuant to the approval in
paragraph (a) during the Relevant
Period shall not exceed 10 per cent. of
the aggregate nominal amount of the
share capital of the Company in issue
as at the date of passing this resolution,
and the said authority shall be limited

accordingly;
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(d)  for the purposes of this resolution:

“Relevant Period” means the period
from the date of passing of this
resolution until whichever is the earliest
of:

(i) the conclusion of the next annual

general meeting of the Company;

(ii) the expiration of the period within
which the next annual general
meeting of the Company is
required by law or the Company’s
Articles of Association to be held;
or

(iii)  the date upon which the authority
set out in this resolution is
revoked or varied by way of
ordinary resolution of the
Shareholders in general

meeting.”

“THAT:

conditional upon the passing of the resolutions
set out in paragraphs 5A and 5B of the notice
convening this Meeting, the general mandate
granted to the Directors of the Company
pursuant to the resolution set out in paragraph
5A of the notice convening this Meeting be
and is hereby extended by the addition thereto
of an amount representing the aggregate
nominal amount of share capital of the
Company purchased by the Company under
the authority granted pursuant to the resolution
set out in paragraph 5B of the notice
convening this Meeting, provided that such
amount shall not exceed 10 per cent. of the
aggregate nominal amount of the issued share
capital of the Company as at the date of
passing this resolution.”
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As special business, to consider and, if thought fit,

pass with or without amendments the following

resolutions as a special resolution:

“THAT the Articles of Association of the Company

be and are hereby amended in the following manner:

(a)

By deleting the definition of “recognised
clearing house” in Article 2 in its entirety and

replacing it with the following:

““recognised clearing house” shall have the
meaning ascribed thereto in Schedule 1 to
the Securities and Futures Ordinance (Chapter
571 of the Laws of Hong Kong);”

By adding a new Article 86A:

“Where any member is, under the Listing
Rules, required to abstain from voting on any
particular resolution or restricted to voting only
for or against any particular resolution, any
votes cast by or on behalf of such member in
contravention of such requirement or
restriction shall not be counted.”
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By deleting Article 108(c) in its entirety and
replacing it with the following:

“A Director shall not be entitled to vote on
(nor be counted in the quorum in relation
thereto) any resolution of the Board in respect
of any contract or arrangement or any other
proposal whatsoever in which he or his
Associates has any material interest, and if
he shall do so his vote shall not be counted
(nor is he to be counted in the quorum for the
resolution), but this prohibition shall not apply
to any of the following matters, namely:

(i) the giving of any security or indemnity
either:

(aa) to the Director or his Associate(s)
in respect of money lent or
obligations incurred by him/them
at the request of or for the benefit
of the Company or any of its
subsidiaries;

(bb) to a third party in respect of a
debt or obligation of the
Company or any of its
subsidiaries for which the
Director or his Associate(s) has/
have himself/themselves

assumed responsibility in whole

or in part and whether alone or
jointly under a guarantee or
indemnity or by the giving of

security;
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(iv)
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any proposal concerning an offer of
shares or debentures or other securities
of or by the Company or any other
company which the Company may
promote or be interested in for
subscription or purchase where the
Director or his Associate(s) is/are or is/
are to be interested as a participant in
the underwriting or sub-underwriting of

the offer;

any proposal concerning any other
company in which the Director or his
Associate(s) is/are interested only,
whether directly or indirectly, as an
officer or executive or shareholder or in
which the Director or his Associate(s)
is/are beneficially interested in the
shares of that company, provided that
the Director and any of his Associates
are not in aggregate beneficially
interested in five per cent. or more of
the issued shares of any class of such
company (or of any third company
through which his interest or that of his
Associates is derived) or of the voting
rights;

any proposal or arrangement
concerning the benefit of employees of
the Company or any of its subsidiaries

including:

(aa) the adoption, modification or
operation of any employees’
share scheme or any share
incentive scheme or share option
scheme under which the Director
or his Associate(s) may benefit;

(iii)

(iv)
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(bb) the adoption, modification or
operation of a pension or
provident fund or retirement,
death or disability benefits
scheme which relates both to
Directors, their Associates and
employees of the Company or
any of its subsidiaries and does
not provide in respect of any
Director or his Associate(s) as
such any privilege or advantage
not generally accorded to the
class of persons to which such
scheme or fund relates; and

(v) any contract or arrangement in which
the Director or his Associate(s) is/are
interested in the same manner as other
holders of shares or debentures or other
securities of the Company by virtue only
of his/their interest in shares or
debentures or other securities of the
Company.”

By deleting Article 108(f) in its entirety and
replacing it with the following:

“For the purpose of paragraph (c),
“Associates” mean, in relation to any Director
of the Company:

(i) his spouse;

(i) any child or step-child, natural or
adopted, under the age of 18 years of
such individual or of his spouse
(together with (i) above, the “family
interests”);

(d)
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the trustees, acting in their capacity as
such trustees, of any trust of which he
or any of his family interests is a
beneficiary or, in the case of a
discretionary trust, is (to his knowledge)
a discretionary object and any company
(“trustee-controlled company”) in the
equity capital of which the trustees,
acting in their capacity as such
trustees, are directly or indirectly
interested so as to exercise or control
the exercise of 30% (or such other
amount as may from time to time be
specified in the HK Code on Takeovers
& Mergers as being the level for
triggering a mandatory general offer)
or more of the voting power at general
meetings, or to control the composition
of a majority of the board of directors
and any other company which is its
subsidiary (together, the “trustee
interests”);

a holding company of a trustee-
controlled company or a subsidiary of
any such holding company; and

any company in the equity capital of
which he, his family interests, any of
the trustees referred to in (iii) above,
acting in their capacity as such
trustees, and/or any trustee interests
taken together are directly or indirectly
interested so as to exercise or control
the exercise of 30% (or such other lower
amount as may from time to time be
specified in the HK Code on Takeovers
& Mergers as being the level for
triggering a mandatory general offer)
or more of the voting power at general
meetings, or to control the composition
of a majority of the board of directors
and any other company which is its
subsidiary or holding company or a
fellow subsidiary of any such holding
company.”

(iii)

(iv)
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By deleting Article 121 in its entirety and
replacing it with the following:

“No person other than a retiring Director shall,
unless recommended by the Board, be eligible
for election to the office of Director at any
general meeting unless, during a period of at
least 7 days which commences no earlier than
the day after the despatch of the notice of the
meeting appointed for such election and ends
no later than 7 days prior to the date of such
meeting, there has been given to the Secretary
notice in writing by a member of the company
(not being the person to be proposed), entitled
to attend and vote at the meeting for which
such notice is given, of his intention to propose
such person for election and also notice in
writing signed by the person to be proposed
of his willingness to be elected.”;”

7. To transact any other business.

By order of the Board
Dr. Tsai Yen Yu

Chairman

Hong Kong, 20 May 2004
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Notes:
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The register of members of the Company will be closed
from 23 June 2004 (Wednesday) to 24 June 2004
(Thursday), both days inclusive, during which period no
transfer of shares in the Company can be registered. In
order to qualify for the final dividend, all completed transfer
forms together with the relevant share certificates must be
lodged with the Company’s branch share registrar, Hong
Kong Registrars Limited at Rooms 1901-5, 19th Floor,
Hopewell Centre, 183 Queen’s Road East, Hong Kong not
later than 4:00 p.m. on 21 June 2004 (Monday).

Any shareholder entitled to attend and vote at the Meeting
is entitled to appoint one or more separate proxies to attend
and, on a poll, to vote instead of him. A proxy need not be
a shareholder of the Company.

To be valid, a form of proxy in the prescribed form together
with the power of attorney or other authority (if any) under
which it is signed (or a notarially certified copy thereof)
must be deposited at the Company’s principal office in
Hong Kong at 4th Floor, Manson House, 74-78 Nathan
Road, Kowloon, Hong Kong not less than 48 hours before
the time fixed for holding the Meeting or any adjourned
Meeting.

With respect to the resolution set out in paragraph 5B of
the notice, approval is being sought from Shareholders for
a general mandate to be given to the Directors to purchase
shares of the Company.

With respect to the resolutions set out in paragraphs 5A
and 5C of the notice, approval is being sought from
Shareholders for general mandates to be given to the
Directors to allot, issue and deal with shares of the
Company in accordance with the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited.

An explanatory statement containing the information with
respect to the resolutions set out in paragraphs 5A to 5C
of the notice will be sent to the shareholders together with
the 2003 annual report.
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