


CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

CONDENSED CONSOLIDATED INCOME STATEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2003

(With comparatives for the six months ended 30 June 2002)

(Expressed in thousands of Hong Kong dollars (HK3'000))

Turnover

Cost of sales

Gross profit

Other revenues

Distribution costs

Administrative expenses

Other operating (expenses)/incomes
Operating profit

Finance costs
Income from trading securities

Profit before taxation

Taxation

Profit after taxation

Minority interests

Profit attributable to shareholders
Dividends

Earnings per share

— Basic
— Diluted

BERXENBDERBERAA

EHSHMBERR

BHAEH KRR
HE-—ZTT=FXA=1HAILNEA
(ERHZE-FTE-FANA=THULENARMLE
2F)

(AFETHENM)
For the six months
ended 30 June

BEAA=1+BHL<EAR

2003 2002

—EBE=F —ZTT_F

(unaudited) (unaudited)

(REEZ) (REEZ)

Note HKS$'000 HK$'000

o aF F#& T FAETT

EER 3 103,390 141,355
$HE P A (20,163) (32,115)
EH 83,227 109,240
E b A 6,717 1,391
2 85 K AR (40,322) (46,164)
THAX (23,754) (26,475)
Ha R (XH) /s (391) 422
48 2 g | 25,477 38,414
BE KA - (696)
BEEZAHWE 271 1,120
B T A& F 4 25,748 38,838
18 5 (2,196) (9,111)
B B 18 5 23,552 29,727
D E RS 689 (650)
% =R FE 1 3 A 24,241 29,077
el 6 12,000 15,000

B EF 7

—EK 0.012 0.017
—#E Not applicable Not applicable
7~ 3E B i B
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CONDENSED CONSOLIDATED BALANCE SHEET

AS OF 30 JUNE 2003

(With comparatives as of 31 December 2002)
(Expressed in thousands of Hong Kong dollars (HK$'000))

Non-current assets
Intangible assets

Property, plant and equipment

Interests in an associated company

Non-trading securities
Deferred tax assets

Other assets

Current assets
Inventories
Trade and other receivables
Trading securities
Bank balances and cash

Total assets

INTERIM REPORT 2003
b S R

EHEHEERER

R-FEE=ZFA=1H

BERXENBDERBERAA

(ERAR —EE-—F+-_A=+—H8HEZF)

(AFHETHEMN)

As of As of
30 June 31 December
2003 2002
N-BT=%F R-_EE_F
~A=+B +=-A=+—8H
(unaudited) (audited)
(REEZ) (182 %)
Note HK$000 HK$'000
o aF F#& T FAETT

ERBHEE
EmWEE 8 27,465 16,466
TEE W5 R & 357,221 362,186
REEERNR 2 ’E 942 942
IEEFSH 11,282 11,282
FEETIBE E 480 806
EMEE - 11,043
397,390 402,725

RBEE

FE 65,101 52,718
%%&ﬁm&%%% 9 131,939 101,132
EEES 89,299 88,133
ﬁE THEERER® 149,049 216,778
435,388 458,761
WEE 832,778 861,486




CONDENSED CONSOLIDATED BALANCE SHEET (Continued)

AS OF 30 JUNE 2003

(With comparatives as of 31 December 2002)
(Expressed in thousands of Hong Kong dollars (HK$'000))

Current liabilities
Trade and other payables

Taxation payable

Net current assets

Total assets less current liabilities

Non-current liabilities
Retirement benefit obligation

Minority interests

Financed by:

Capital and reserves

Share capital

Reserves

Retained earnings
Proposed dividend
Others

Shareholders’ funds

nRBEMRE
B 5 R M R
ENE R

REBEEFE

HEERRDER

kRBEE
EEHRRE R T

DY RIES

B RIR:

B & R A

P A

ffé 18

RE & F
2 5% B A
H At

P R A

BERAXEVBEAERQF

EHEHEERER (&)
R-FEE=ZFA=1H

(ERR —EE-—F+-_A=+—H8HEZF)

(AFHETAHEMN)
As of As of
30 June 31 December
2003 2002
NR-ET=F RZZEE-F
~HA=+H +-A=+—8H
(unaudited) (audited)
(REEZ) (182 %)
Note HK$'000 HK3'000
k=3 FETT FET
10 80,443 88,133
6,274 11,303
86,717 99,436
348,671 359,325
746,061 762,050
11 8,112 7,598
19,633 20,322
718,316 734,130
12 200,000 200,000
13 415,883 415,938
13 12,000 40,000
13 90,433 78,192
718,316 734,130

INTERIM REPORT 2003
—ET=FhHRE



CONDENSED CONSOLIDATED STATEMENT OF

RECOGNISED GAINS

FOR THE SIX MONTHS ENDED 30 JUNE 2003
(Expressed in thousands of Hong Kong dollars (HK$'000))

Total equity as at 1 January

Exchange differences arising on
translation of the accounts of
foreign subsidiaries and

associated companies

Gain/(loss) not recognised in the

condensed consolidated income

statement

Profit for the period

Dividends

Proceeds from issuance of shares

Share issuance expenses

Total equity as at 30 June

INTERIM REPORT 2003
—ET=FhHRE

R—A—BzBRR#ER

BERXENBDERBERAA

RN NN D8 /N

ZERBERFTEEE

BHAHRERAKRE
R (BE)

HA s

el

BITRAD TS

B EITER

RANA=tTHZERER

B

MEASHEHER IR
B2 L =F NA=1+HI A
(AFHETHEMN)
For the six months
ended 30 June
BEA=1+HI1t<EA
2003 2002
—EET=F —EECF
(unaudited) (unaudited)
(REEZX) (REEZ)
Note HK$'000 HK3'000
o aF FETT FET
734,130 454,343
13 (55) 14,201
(55) 14,201
13 24,241 29,077
13 (40,000) (22,960)
- 275,000
- (27,648)
718,316 722,013




CONDENSED CONSOLIDATED CASH FLOW STATEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2003
(With comparatives for the six months ended 30 June 2002)

(Expressed in thousands of Hong Kong dollars (HK3'000))

Net cash (outflow)/inflow
generated from operations
Interest paid
Interest received

Overseas taxation paid

Net cash (outflow)/inflow from

operating activities

Investing activities

Acquisition of property, plant and
equipment

Proceeds from disposals of property,
plant and equipment

Net increase in trading securities

Net realized gain from trading
securities

Increase in intangible assets

Net cash outflow from

investing activities

Net cash outflow before financing
activities

BHE-TZE

EAESHIRERER
=FRNA=ZTHLEREAR

BERXENBDERBERAA

(ERBZE=FET=_FNA=+HINEALHE
H5F)
(A FETHBENMN)
For the six months
ended 30 June
HEZAA=1+RH1L~<EAR
2003 2002
—EBE=H ZET=F
(unaudited) (unaudited)
(REER) (RIEEZ)
Note HK$000 HK$'000
i &F F# T FHET
HEEBZHE
(FRW) HNFE 14 (18,426) 32,917
AT FE - (696)
W B 7 B, 756 902
XA BN IE (6,899) (24,305)
RERKEEB RS
Gt/ RAEE (24,569) 8,818
BEETR
BETHE W5 RXME
(2,103) (17,532)
HETHE BE K&
REBTBNRIE 87 876
-=-%*<,a:§i* hnF &R (1,166) (10,409)
BHEBEZDEH
Wi % 5 271 1,120
BmIZEEZM (161) (807)
REREEB2HE
Tt SRR (3,072) (26,752)
MEEBAM RS
Tt SRR (27,641) (17,934)
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT
(Continued)

FOR THE SIX MONTHS ENDED 30 JUNE 2003

(With comparatives for the six months ended 30 June 2002)

BERXENBDERBERAA

(BREE —TE_FNH=+HIE A&
=)

(Expressed in thousands of Hong Kong dollars (HK$'000)) (U FExTREN)
For the six months
ended 30 June
BE/A=+BHL~<MEA
2003 2002
—EE=HF —ET_F
(unaudited) (unaudited)
(REER) (REEEZ)
Note HKS$°000 HK3'000
Kt iF FHET FET
Financing activities A =E 35
Proceeds from issuance of BATRAFT1S BB
share capital - 247,352
Net (decrease) increase in short-term %2 BBSRIT & EK CRl4)
bank borrowings, net of repayments B ANFER R E R KR - (2,112)
Dividends paid AT AR A (40,000) (56,084)
Net cash (outflow)/inflow from REMEEHB2R®
financing activities (md) /mAFE (40,000) 189,156
Effect of foreign exchange rate changes JEXR & &) v g & (88) 3,480
Net (decrease)/increase in cash and BeRBESEED
cash equivalents CR) /3 hn %58 (67,729) 174,702
Cash and cash equivalents at R—A—RBzH&
1 January RIREeEBEY 216,778 76,110
Cash and cash equivalents at RANA=+BZHS
30 June EBREEEY 149,049 250,812
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

AS OF 30 JUNE 2003

(With comparatives for the six months ended 30 June 2002
and as of 31 December 2002)

(Expressed in thousands of Hong Kong dollars (HK$'000)
unless otherwise stated)

ACCOUNTING POLICIES AND BASIS OF PREPARATION
The accompanying unaudited condensed consolidated
interim consolidated financial statements are prepared in
accordance with Statements of Standard Accounting
Practice (“SSAP") 25, Interim Financial Reporting, issued
by the Hong Kong Society of Accountants and accounting
principles generally accepted in Hong Kong and Appendix
16 of the Rules governing the Listing of Securities on The

Stock Exchange of Hong Kong Limited.

The principal accounting policies and basis of preparation
adopted in preparing the condensed consolidated interim
financial statements of the Group are the same as those
adopted in the preparation of the annual financial
statements as of and for the year ended 31 December
2002, except that the Group has adopted the SSAP 12
(revised), Income Taxes, which is effective for accounting
periods commencing on or after 1 January 2003. The
adoption of the SSAP 12 (revised) has had no material
effect on the Group’s condensed consolidated interim

financial statements.

Cost that incur unevenly during the financial year are
anticipated or deferred in the interim report only if it
would be also appropriate to anticipate or defer such

costs at the end of the financial year.

These interim financial statements should be read in

conjunction with the 2002 annual financial statements.

Comparative figures have been adjusted to conform with

the current year's presentation.

BERXENBDERBERAA

A& A B R R et

KR-FE=FAA=TA
(BAHE-FE-FAA=FALAEARKS
EE-FL A=+ AHLEHT)

(= BHBIN FTBEKBEG U TFETBEM)

1. BrBRRERESE
BEMOREEZEAAHT IS HBBRRTS
REFESTMASHEMBOSTEHER (&
FHEBER]) F255 TR MM BRE ] REFE
AREARARBEEBRARIMBRARES
ERRAME T NORERR -

RAAEEHAA T BB RRARAOE
ZEHBRERAEEAE BREEEE_TT
—HE+ A=t HRBEZALFENRF
MBREAMERAEMR RASEMERATR
TETE=F-A-HIUERANEITHEE
MGt EBERE125 (BER]) [FIEH]
ShoRAEFEBEAE 125 (RIEFT) A K
EERAAHTHMERRLBEEATE-

R REEARTERELNEBRE IR E
HRMBFEREREFHBECRENERLT
MEPHREPRFHECRE-

HEPBRMBRRER_ST _FENDFH
B3R —OHrBIE -

HBBFETHRB UNEAFEZEMT -
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Details of the Group's subsidiaries as of 30 June 2003

were as follows:

1

Shanghai Natural Beauty
Cosmetics Company Limited *

LERRREERERAR *

Shanghai Natural Beauty Sanlian
Cosmetics Company Limited *

TEEREZRER
BRAR *

Shanghai Natural Beauty Qingbo
Cosmetics Company Limited *

TEERZBRIER
BRAR *

Shanghai Natural Beauty
Fansi Jewellery Co., Ltd. *
TERAZRREREERA

Xi An Natural Beauty Mingyu
Cosmetics Co,, Ltd. *

B BREATER
EREMAAA *

INTERIM REPORT 2003
—ET=FhHRE

Place and date of

incorporation

AR a3

PRC

23 November 1992

REIA R

—ANnZF
T-AZ+=H

PRC

12 December 1994

TN

—ANmE
TZA+ZH

PRC

30 September 2002
R AR

It k2

MNA=+H

PRC

31 December 2002
REIA R
“EEF

+-A=+—-8

PRC

10 March 1995

TN

“WAEF
=Rt+H

BERXENBDERBERAA

BT
Interest Registered
held capital/issued
Kind of 2003 share capital
legal entity BERE gREx/
EREREY _—T%=x ERTRE
Sino-foreign 100% United States
cooperative joint Dollars ("US$")
venture enterprise 29,980,000
mOEELER e ([%2])
29,980,0007T
Limited liability 90% Renminbi ("RMB")
company 8,000,000
BEREMERA ARB(TAR%])
8,000,0007C
Limited liability 90% RMB
company 5,000,000
BREALF N
5,000,0007C
Limited liability 51% RMB
company 5,000,000
BEREALF N
5,000,00070
Limited liability 81% RMB
company 3,000,000
BREALF ARE
3,000,0007

AEBEWMBARNR _EE=FXA=1THZH

Principal activities
and place of operation

TREBRZERY

Production and sales of

skin care and

beauty products
EERHEEERZREM

Wholesale and retail of
skin care and beauty products;
beauty treatment service
BERTERERXTER
EREERE

Wholesale and retail of
skin care and beauty products
BERTEEEAETER

Sales of jewellery, craftwork,
adornment, leather and
horologe

HEXRE I8m £8m
RERER

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

HEREREREMR
EREM EERER
# AR



Name

1

Qingdao Natural Beauty
Ornaments Co., Ltd. *

EEEAXMRARDA *

Nanjing Natural Beauty
Cosmetics Co,, Ltd. *

BREAZER
BEREARE*

Chengdu Natural Beauty
Cosmetics Co,, Ltd. *

RBPARXCERERDA *

Hainan Natural Beauty
Cosmetics Co,, Ltd. *

BEEAXCERBRAR*

Place and date of
incorporation

MR RAH

PRC

7 November 1995

lEN

—-ANEF
+—-AtA

PRC

15 October 1999

NS

—ANANE
TA+HA

PRC

4 April 2000
HEARE
e %2

mAmHA

PRC
6 December 2000

FEAR
-“EEEE

TR

+=AXH

Kind of

legal entity
ERERER

Limited liability
company
BREMERA

Limited liability
company
BEREMERA

Limited liability
company
BEREALF

Limited liability
company
BREMERA

Interest
held

2003
RERE
—8%=f

81%

81%

81%

81%

BERXENBDERBERAA

Registered
capital/issued
share capital
gREx/
BETRE

RMB
4,000,000
ARE
4,000,0007T

RMB
2,000,000
ARE
2,000,0007T

RMB
2,500,000
AR
2,500,000

RMB
2,500,000
ARE
2,500,0007T

Principal activities
and place of operation

TREBREENE

Sales of skin care and
beauty products and
adornment

HERBLXTERRESM

Sales skin care and
beauty products;
beauty treatment service;
skin care and beauty
consulting and training
HEEBEREREM:
EREERY EERER
AR RIE

Sales of skin care and
beauty products;
beauty treatment service;
skin care and beauty

consulting and training

HEEBREDER:
£RERRE BERER
EELEYEE]

Sales of skin care and
beauty products;
beauty treatment service;
skin care and beauty
consulting and training
HEEBEREREM:
EREERY EERER
AR kA

INTERIM REPORT 2003
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Name

1

Shenzhen Natural Beauty
Cosmetics Co,, Ltd. *

RITEAXERBRAF *

Haerbin Sanlian Natural Beauty
Cosmetics Co,, Ltd. *

BREAEZMEREIER
BRAA *

Ningbo Hai Shu Natural

Beauty Cosmetics Co., Ltd. *

10 ERERARELES

BRDA*

Wuhan Natural Beauty Cultural
Development Co,, Ltd. *

REBRERANER
BRAF *

Jiangxi Natural Beauty Sanlian
Cosmetics Co,, Ltd. *

IHEBRE =R M
BRAR *

INTERIM REPORT 2003
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Place and date of
incorporation

MR RAH

PRC
18 December 2000

FEAR
—“EEEE

TR

+ZR+/\H

PRC

18 December 2000
=N
e %2

+=-A+/NE

PRC

21 December 2000
TN
e %2

+-B=+—-8

PRC

27 December 2000
TN
e 3 %3

+-A=++H

PRC

17 January 2001

hE AR

It
—AttH

Kind of

legal entity
ERERER

Limited liability
company
BREMERA

Limited liability
company
BREALT

Limited liability
company
BREALF

Limited liability
company
BREALF

Limited liability
company
BREALF

Interest
held

2003
RERE
—8%=f

81%

2%

81%

81%

81%

BERXENBDERBERAA

Registered
capital/issued
share capital
gREx/
BETRE

RMB
4,000,000
ARE
4,000,0007T

RMB
1,000,000
AR
1,000,0007C

RMB
3,500,000
ARE
3,500,0007

RMB
2,500,000
AR
2,500,0007

RMB
3,000,000
AR
3,000,0007C

Principal activities
and place of operation

TREBREENE

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

HEREREBZEMR
EAEM EBERED
i i R %

Sales of skin care and
beauty products and
related instruments

HEEERZAEMR
EREM

Sales of skin care and
beauty products and
related instruments

HEEERZAEMR
EREM

Sales of skin care and
beauty products and
instrument

HEEERZAEMR
EREM

Sales of skin care and
beauty products;
beauty treatment service;
skin care and beauty
consulting and training
HEEENERER:
FRERRE EEEXA
A AR R



BERXENBDERBERAA

Name

1

Tianjin Natural Beauty
Cosmetics Co,, Ltd. *

AEEBAXMERERAF *

Wenzhou Natural Beauty
Cosmetics Co,, Ltd. *

RN ERENE R
BRAA *

Beijing Natural Beauty
Cosmetics Co,, Ltd. *

tREAXERERAR *

Kunshan Natural Beauty
Sanlian Cosmetics Co., Ltd. *

RILERZ =B M
BRRE*

Place and date of
incorporation

MR RAH

PRC

6 March 2001
L lEN
—EE-&

=ARH

PRC

14 March 2001

TN

“EE-F
=A+mA

PRC

23 March 2001
lEN
—TT-F

=A=-t+=H

PRC

6 April 2001
RE AR
—Z2Z2-F

mARH

Interest
held
Kind of 2003
legal entity BaEkE
EREREY _"—¥%=f
Limited liability 81%
company
BREMERA
Limited liability 81%
company
BEREALF
Limited liability 72%
company
BEREMERA
Limited liability 81%
company
BREALF

Registered
capital/issued
share capital
gREx/
BETRE

RMB
2,000,000
ARE
2,000,0007T

RMB
2,000,000
AR
2,000,007

RMB
20,000,000
ARE
20,000,0007T

RMB
1,500,000
ARE
1,500,0007C

Principal activities
and place of operation

TREBREENE

Wholesale and retail of
skin care and beauty products
and related instruments;
skin care and beauty
consulting
BERZERERERERR
EREM EBERED
i i R

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

HEREREREMR
EREM EERER
# AR

Sales of skin care and
beauty products;
beauty treatment service;
skin care and beauty
consulting
HEEEREREM:
EREERY EERER
A AR

Sales of skin care and
beauty products;
beauty treatment service;
skin care and beauty
consulting
HEEENERER:
FRERRE EERER
AARB

INTERIM REPORT 2003
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12

Name

1

Longyan Natural Beauty
Cosmetics Co,, Ltd. *

REAAXMHERBRAR*

Xiangfan Natural Beauty
Cosmetics Co,, Ltd. *
ERBRERMERBRAR *

Taiyuan Natural Beauty
Cosmetics Co,, Ltd. *

ARTEAXCHERERAR *

Changchun Natural Beauty
Cosmetics Co,, Ltd. *

REBAXMHERBERAA*

INTERIM REPORT 2003
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Place and date of
incorporation

MR RAH

PRC

11 May 2001
hE AR
“TT-F

hAt+-H

PRC

17 May 2001
hE AR
“TT-F

hAtEHA

PRC

19 May 2001
REAE
—ZZ2-F

1A+TAAR

PRC

24 May 2001
hE AR
“TT-F

TA-+mA

Kind of

legal entity
ERERER

Limited liability
company
BREMERA

Limited liability
company
BREMERA

Limited liability
company
BREALF

Limited liability
company
BEREMERA

Interest
held

2003
RERE
—8%=f

81%

81%

BERXENBDERBERAA

Registered
capital/issued
share capital  Principal activities
#M&E%,/  and place of operation
EETRE IEEBREEDEN

RMB  Sales of skin care and
800,000 beauty products and related
ARE instruments; skin care
800,0007T and beauty consulting
HEREREREMR
ERBM BEREDR
A AR

RMB  Sales of skin care and
1,000,000 beauty products;
ARE beauty treatment service;
1,000,0007T skin care and beauty
consulting and training
HEEEREREM:
EREERY EERER
AR RIE

RMB  Wholesale and retail of
1,000,000 skin care and beauty products;
AR beauty treatment service;
1,000,00075 skin care and beauty
consulting
HERTERERZREM
FREBRB EERER
# AR

RMB  Sales of skin care and
1,500,000 beauty products;
ARH beauty treatment service;
1,500,0007C skin care and beauty
consulting
HEEBEREREM:
EREERY EERER
i i R %



Name

1

Mudanjiang Natural Beauty
Cosmetics Co,, Ltd. *

HATITEAZCER
BRRA*

Lanzhou Natural Beauty
Cosmetic Co,, Ltd. *

BHEAXERERAR*

Anshan Natural Beauty
Cosmetics Co,, Ltd. *
BTBEARERERAR*

Henan Natural Beauty
Cosmetics Co,, Ltd. *

AEARXHERERAR *

Place and date of
incorporation

MR RAH

PRC

1 June 2001
AR
—TT-F

~A—H

PRC

7 June 2001
HEAE
“TT-F

~NAtH

PRC

13 June 2001

HEAE

“EE-F
RAT=H

PRC

17 June 2001

HEARE

“EE-F
~NATEH

Interest
held
Kind of 2003
legal entity BaEkE
EREREY _"—¥%=f
Limited liability 81%
company
BEREMERA
Limited liability 81%
company
BREMERA
Limited liability 81%
company
BEREALF
Limited liability 81%
company
BREALF

BERXENBDERBERAA

Registered
capital/issued
share capital
gREx/
BETRE

RMB
800,000
ARE
800,0007T

RMB
1,000,000
ARE
1,000,0007T

RMB
1,000,000
AR
1,000,0007C

RMB
3,000,000
AR
3,000,000

Principal activities
and place of operation

TREBREENE

Sales of skin care and
beauty products and
related instruments

HEREREBZEMR
3N

Wholesale and retail of
skin care and beauty products;
beauty treatment service;
skin care and beauty
consulting and training
BERZERERERER:
EREERY EERER
AR RIE

Sales of skin care and
beauty products and related
instruments; skin care
and beauty consulting
HEBBEREZDEMR
EAEM BERED
i i R %

Sales of skin care and
beauty products;
beauty treatment service;
skin care and beauty
consulting
HEEENERER:
FREBRE EERER
AARB

INTERIM REPORT 2003
—ET=FhHRE

13



Name

1

Suzhou Natural Beauty
Cosmetics Co,, Ltd. *

HMEAXERBERAR*

Kunming Natural Beauty
Cosmetics Co,, Ltd. *

EREAXERBERAR*

Fuzhou Natural Beauty
Cosmetics Co,, Ltd. *
BMNEAZREHERERAE *

Natural Beauty Cosmetics
Co., Ltd. (“NB Taiwan") *
BRAEHERRDERAA

([BRERE]) *

Tian Ran Mei Bio-Technology
Co., Ltd. *
ARAXENHEBRNBRAF *

INTERIM REPORT 2003
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Place and date of Kind of

incorporation legal entity
EMBIBERBE ERERER
PRC Limited liability
20 June 2001 company
HEAE BEREFERAT
—TT-F

~NAZTH
PRC Limited liability
3 July 2001 company
HEAE BEREERAT
—TT-f

tR=H
PRC Limited liability
16 July 2001 company
RE AR BEREMERA
“2E-F

tATRE
Taiwan Limited liability
25 June 1984 company
RE BREAEAT
AN

~AZ+AhA
Taiwan Limited liability
30 December 1991 company
b BEREERT
—hh—%#

T-A=TH

BERXENBDERBERAA

Interest
held

2003
RERE
—8%=f

Registered
capital/issued
share capital
gREx/
BETRE

81% RMB
1,200,000

AR

1,200,0007C

81% RMB
1,000,000

ARE

1,000,0007T

81% RMB
1,500,000

AR

1,500,0007C

Taiwan Dollars
(NTS)
660,000,000
mag([#Ma%l)
660,000,0007T

99.97%

99.97% NT$
30,000,000

Hak

30,000,0007C

Principal activities
and place of operation

TREBREENE

Sales of skin care and
beauty products and
related instruments

HEBBEREZDEMR
EAHM

Wholesale and retail of
skin care and beauty products;
beauty treatment service;
skin care and beauty
consulting
BERTERERERER:
EREERY EERER
A AR

Wholesale and retail of
skin care and beauty products
and related instruments;
skin care and beauty
consulting
RERTEREREREMR
EREM EERER
AR

Production and sales of

skin care and beauty products

TERBEERRXBER

Production and sales of
skin care and beauty products
EERHEEBRZREM



Name

1

Da Shun Development
Co., Ltd. *
ERFRERHERAR *

Jiun Yuh Investment Co,, Ltd. *
BHERERHERAA *

Huei Yao, Investment Co., Ltd. *

BRRERNDAERDF *

Wan Fang Investment Co., Ltd. *
BEARERNERAR *

Belem Holdings Sdn. Bhd.

Place and date of

incorporation

MR RAH

Taiwan
24 December 1997

N
él\ /é

“WNt®
+ZR=+@mA

Taiwan
29 December 1997

N
él\ /é

“WNtF
+ZR=+hH

Taiwan
29 December 1997

N
él\ /é

“WNt®
+ZR=+hAH

Taiwan
31 December 1997

e
él\ /é

—hntF
t-A=t-A

Malaysia

19 August 1999

SRAE

—hWANE
NAtAA

Kind of

legal entity
ERERER

Limited liability
company
BREERA

Limited liability
company
BREMERA

Limited liability
company
BREMERA

Limited liability
company
BREMERA

Limited liability
company
BREMERA

BERXENBDERBERAA

Interest Registered
held capital/issued
2003 share capital

BAERE gREx/

Z¥¥=F ERTRE

99.94% NT$
90,000,000

Hak

90,000,0007C

99.976% NT$
174,681,140

Hak

174,681,1407

99.97% NT$
234,681,140

ek

234,681,1407C

99.97% NT$
242,681,140

ek

242,681,1407C

100%  Malaysian Ringgit
("RM)

123,235,408

Class B shares

10,000 Class

A shares

SRERT
([ExRADT])
123,235,4080% Bf&
10,0008% Al

Principal activities
and place of operation

TREBREENE

Investment holding

REER

Investment holding

REER

Investment holding

REER

Investment holding

REER

Investment holding

REER

INTERIM REPORT 2003
—ET=FhHRE

15



=} -
Ty 8
BREXEYHREERLF
Interest Registered
held capital/issued
Place and date of Kind of 2003 share capital  Principal activities
Name incorporation legal entity HHEKE #M&EA,/  and place of operation
&% EMBIBERBE EREREY %%z EERTRE IEXEBREEDRHN
Ice Crystal Management Limited British Virgin Islands Limited liability 100% US$52,000  Investment holding
KBEEBERDA ("BVI" company ££5,0000  RERE
5 January 2000 BREMERA
REERES
([RBERHES])
—TEZTF
—ALH
Great Glamour Co., Ltd. BVI Limited liability 100% US$50,000  Investment holding
22 January 2001 company %£50000t HEER
REERES BEREMERA
—TT-F
—AZ+ZH
Next Success International BVI Limited liability 100% US$50,000  Investment holding
Limited 2 September 2002 company x4&50000m REER
REERES BEREMERA
It k2
NAZA
Natural Beauty Bio-Technology Hong Kong Limited liability 100% HK$10,000  Wholesale and retail of
(Hong Kong) Co., Ltd. * 16 May 2001 company 10,0007 7T skin care and beauty products;
BAZENHE (BR) BB BREFEAT beauty treatment service;
BRAA* “TT-F skin care and beauty
RATAH consulting and training
BERTEREREREM
FREBRE EERER
AR R
Fortune Investment Global BVI Limited liability 100% US$50,000  Investment holding
Limited 6 January 2003 company %£50000m  REER
KBRERES BREALF
I
—RxH
Billion Synergy SDN. BHD. * Malaysia Limited liability 100% Malaysia ~ Wholesale of skin care and
5 March 2003 company Ringgits $2 beauty products
SRME BEREALF ERATET HEEEREDER
—T%=
=AnA
*  These subsidiaries are indirectly held and controlled by Y REWEBRR]AA LA ERE R

the Company.
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SEGMENT INFORMATION
(a) Geographical segment

The Group conducts the majority of its business

activities in three geographical areas, the PRC, Taiwan

and Hong Kong. An analysis by geographical segment

BRELEY

TEHEHR
(a) i 58

AEBERBETEET B

SRR R B

MEBRAF

AR EB
BT :

is as follows:
For the six months ended 30 June 2003 For the six months ended 30 June 2002
BE-FE=£/R=+HLAEA BE-ZE-F- A=+HLAER
PRC  Taiwan Hong Kong Total PRC Taiwan  Hong Kong Total
unaudited unaudited unaudited unaudited unaudited unaudited unaudited unaudited
o Xk - B @y hEAE aE BA @t
REER XALBY KREER REBY FLER RLER REER REEHR
HK$'000 HKS'000 HK$'000 HKS'000 HKS'000  HK$'000  HK$'000  HK$'000
FET FET FET FET FEL FET FET FEL
TURNOVER 28 48,487 53,245 1,658 103,390 88,709 51,980 666 141,355
SEGMENT RESULTS PRER 17,586 11,254 (368) 28472 32,120 11320  (5026) 38414
Unallocated costs RERAE (2,995) -
Operating profit =gl 25,471 38,414
Finance costs BEKK - - - - (696) - - (696)
Income from trading REEEES
securities 2 - 2 - 271 - 1,120 - 1,120
Profit before taxation B A&7 25,748 38,838
Taxation A (2,196) (9,111
Profit after taxation B# &R 23,552 29,727
Minority interests PERRER 689 (650)
Profit attributable to ey
shareholders 24,241 29,077

INTERIM REPORT 2003
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(b) Business segment

Other than the skin care, beauty and aromatherapeutic

business segment, the Group held certain land and

buildings for investment purposes. Details of this

business segment are presented below:

BERAXEVNBEARQF

(b) XBHE
GRS XBERFTBEREAEBDMIN AL
ERAEETELHREFEREMA R LA
XGoazH#Bam T

For the six months
ended 30 June
BEAA=1+HL~<EA

Revenue e A
Net profit il
3. TURNOVER
Turnover represents the net invoiced value of goods sold
18 or services rendered after allowances for returns and

discounts, net of consumption tax.

An analysis of turnover by major categories is as follows:

Sales of goods EmiHE
Service income PR 75 Wt 2=
Others Hin

INTERIM REPORT 2003
b S R
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o
-

2003 2002
—ET=F —ET_F
(unaudited) (unaudited)
(REER) (RESEZ)
HK$°000 HK3'000
FET FET
2,859 859

2,305 564

AT RIEETERRE D

EEERHEEMIERERBOERFE (B
BERE WHEHEER)

M BT

For the six months
ended 30 June
BEASNA=+B1L-EAR

2003 2002
—BT=F —ET_F
(unaudited) (unaudited)
(REHER) (RESEZ)
HK$°000 HK3'000
FET FET
92,450 118,251
10,940 22,245

0 859

103,390 141,355




PROFIT BEFORE TAXATION

Profit before taxation in the condensed consolidated

BERAXEVBEAERQF

4. BrR¥AERF

income statement was determined after charging the 15 :

following items:

Crediting:

Interest income on bank deposits
Realized gain on disposal of short-term
investments
Gain on disposals of property,
plant and equipment

Charging:

Loss on disposals of property,
plant and equipment
Staff costs, excluding directors’
emoluments
— Salaries and wages
— Pension costs
— PRC
— Taiwan
— Hong Kong
Directors’ emoluments (salaries
and allowances)
Depreciation of property,
plant and equipment
Provision for write-down of inventory
Provision for doubtful debts
Interest expense on bank borrowings
Operating lease expense on
land and buildings
Research and development costs
Amortization of other long-term assets

SA

RIT 47 H) B W s
HERHKREZ

B # R s
HETHE BZRERE
2 Wz

kR

HETHE BZRERE
ZIEE
BEIRA (TEREEME)

—HFE2RITE
—RIREKAR
— B R B

N
(=)

—&®
E=Me (FreloRi)

THE BELRBITE

FERERE

R
RITHERN S X
THREF2REMERX

Bt 3% B A
Hit R HIE &= 8

AR ff e R ERBR B AR M 2 H15R T3 &

For the six months
ended 30 June
BEASNA=+B1L-EAR

2003
—ET=F
(unaudited)
(REER)
HK$°000
FET

756

271

117

16,451
1,338
665
350

6,896

7,185
721
206

2002
—FE-F
(unaudited)
(REEEZ)
HK$'000
F#ET

A

902

1,120

16,280

1,129
552

871

8,174
192
102
696

9,248
269
101

INTERIM REPORT 2003
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5. TAXATION
No Hong Kong profits tax has been provided, as the Group
has no assessable profits in Hong Kong for the six months
ended 30 June 2003.

Taxation in overseas profits has been calculated on the
estimated assessable profits for the period at the rates of
taxation prevailing in the countries/places in which the
Group operates.

20

Group: REE:
Overseas taxation BN IR
Deferred taxation iU ]

Overseas financial refunds 8N BUR B

Taxation for the period HETIA

INTERIM REPORT 2003
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BERXENBDERBERAA

BiIE
HRARERBE_TT=ZFNA=THLRX
18 A I 8 1 &8 RIS A B SR BO& A - 8 48
REFENEH

BINE N 2 BIRE Bt H R 2 TR B SR B MR
AEEEEMEREK MM BIT B ETH-

For the six months
ended 30 June
BEASNA=+B1L-EAR

2003 2002
BT —ET_F
(unaudited) (unaudited)
(REER) (REEEZ)
HK$’000 HK3'000
FET F#ET
6,112 12,994
326 (112)
6,438 12,882
(4,242) (3,771)
2,196 9,111




DIVIDENDS

2002 Interim, paid, of HK$0.0075 —ZTF
per ordinary share
0.0075% 7T

2003 Interim, proposed,
of HK$0.006 per ordinary share

0.0067%& JT

The directors proposed an interim dividend of
HK$0.006 per share. This proposed dividend is not
reflected as dividend payable in the current period financial
statements, but will be reflected as an appropriation of

retained earnings for the period ended 30 June 2003.

EARNINGS PER SHARE

The calculation of the basic earnings per share is based
on the Group’s unaudited profit attributable to shareholders
of approximately HK$24,241,000 for the six months ended
30 June 2003 (2002: HK$29,077,000) divided by
weighted average number of approximately 2,000,000,000
ordinary shares (2002: 1,751,000,000) in issue during
the period.

No diluted earnings per share is presented, as the

Company has no dilutive potential shares.

—TT=FrH
b 43 8 A 2 3

6.

—EEFEIRMNZ
AR R R A

BERXENBDERBERAA

i #
For the six months
ended 30 June
BEAA=1+HL~<EA
2003 2002
—ET=F —EEF
(unaudited) (unaudited)
(REBEE) (REEZ)
HK$°000 HK3'000
FETT FET
%
- 15,000
%
12,000 -
12,000 15,000

B =R HRAN = A0.00678 7T © It F#EK i
A A A 2 B 7S B ] B 05 R R 2 A SR - HE B
MRTRBE_ZTZ=FA=1+H - AR
Bz REBEN-

BERERN
EREXRBINIDRERAEEHEZE ST =4

A=+TH1ENE A REEZRF R L
24,241,000% 7T (ZZEZE =4 :29,077,000/%
TT)BRUEBABE BT MEFTH LT RKREE D
2,000,000,0008% (ZZZE =4 :1,751,000,000
fR) & & -

HRARALEALBEHEY
B2 ESREERF -

BHBR - HL

INTERIM REPORT 2003
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8. CAPITAL EXPENDITURE

Opening net book amount
(audited)

Addition

Disposal

Depreciation/amortisation
charge

Currency realignment

Closing net book amount
(unaudited)

8.

BERAXEVNBEARQF

BEAXZH

For the six months ended 30 June 2003

BE_S¥T=F/A=+HLREAR

9. TRADE AND OTHER RECEIVABLES

22

Trade receivables
Other receivables

Less: Provision for bad and
doubtful debts

INTERIM REPORT 2003
—ET=FhHRE

Property, Freehold
plant and investment Intangible
equipment properties assets Total
FEBE-KSE BAKXER
Rk iE 2EME BRAEAE @t
HKS$°000 HK$°000 HK$°000 HK$°000
F#ET F#ET FET F#ET
MY ERERE
(EEZ) 221,706 140,480 16,466 378,652
b 2,103 - 11,204 13,307
g (204) - - (204)
wE/HBiHER
(6,896) - (206) (7,102)
EXFEER 28 4 1 33
B EREDR A
(REER) 216,737 140,484 27,465 384,686
9. BESRHEMEWKERR
As of As of
30 June 31 December
BRSRA=+H R+=—A=+—H
2003 2002
—ET=F —ET_F
(unaudited) (audited)
(REE) (&E%)
HK$°000 HK3'000
FETT FET
g 5 RUIRRK 44,329 49,248
H h JiE Us BR K 88,896 53,170
133,225 102,418
BRI RR B
(1,286) (1,286)
131,939 101,132




Trade receivables were generated from credit sales with

general credit terms of one to six months.

Ageing analysis of accounts receivable was as follows:

Ageing AREC
— Within 6 months —6E AR
- 6 to 12 months —6ZE 12 A
- 1 to 2 years —1E2%F
— Over 2 years —2F N E

10. TRADE AND OTHER PAYABLES
The Group's trade payables were all with ageing less than

one year.

BERXENBDERBERAA

BIRUER KRB EEHE EEM—RA—
E2XRMEA-

FEU PR R Z BREC AT A T

As of As of

30 June 31 December
R7A=+H R+ZA=+—8”
2003 2002
—ET=F —ET_F
(unaudited) (audited)
(REER) (&&EZ)
HK$'000 HKg'000
FET FAET
34,550 48,090
8,833 639

796 352

150 167

44,329 49,248

10. B 5 & H it FE T BR =X
AEBEESRNERNRR2MHTRE—F-

INTERIM REPORT 2003
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11. RETIREMENT BENEFIT OBLIGATION

Obligations on:
— defined contribution plans

— defined benefits plans

The Group has defined benefit plans in Taiwan. Most of
the pension plans are final salary defined benefit plans.
The assets of the funded plans are held independently of

the Group assets in separate trustee administered funds.

The amounts recognised in the condensed consolidated

income statement were as follows:

Current service cost

Interest cost

Expected return on plan assets

Net actuarial loss/(gain) recognised

For the six months ended 30 June

INTERIM REPORT 2003
—ET=FhHRE

BERXENBDERBERAA

11. BEHRAEEE

BiE:
— REHRRETE
— RERMEE

585 BRI X A

FlB B A

5 2E E T 36
ERREERE ()
et

BHERA=TBIEXEAR

AEER G

As of
30 June

RAA=+H

2003
—ET=F
(unaudited)
(REEZX)
HK$°000
FET

8,112

8,112

REBRAA MR ERER

2003
—BT=F
(unaudited)
(REEZX)
HK$°000
FET

430
162
(22)

95

665

RERTERNGE - KNZ
S EARRFERERBMNAE -EEFHEE
ERXTATEESRINGE HAL
7 FREE-

As of

31 December

W+=A=+—8

2002
TTF

(audited)

(K= t%)
HK$'000
T T

7,598

7,598

BURIK

BEE

I :

2002

(unaudited)

(REEEZ)
HK$'000
T T

434
164
(36)

(10)

552



Movement in the liability recognised in the balance sheet:

Accrued retirement benefit obligations,

beginning
Total expense
Contributions paid
Currency realignments

Accrued retirement benefit obligations,

ending

12. SHARE CAPITAL

Authorised:

BERAXEVBEAERQF

REERBRERZAEEZHNT:

— 4,000,000,000 ordinary shares
of HK$0.10 each

Issued and fully paid:
— 2,000,000,000 ordinary shares
of HK$0.10 each

For the For the
six months year
ended ended
30 June 31 December
BE HE
~BA=+H +=-—A=+—H
IE7<{EA LEFE
2003 2002
—BT=H ZET=F
(unaudited) (audited)
(REEZX) (FEEIZ)
HK$'000 HKg'000
FET FAETT
HUEET RN BT
7,598 6,776
B 665 1,102
[ERNES N (161) (351)
EXFEEE 10 71
HREFTRARSET
8,112 7,598
12. &
Nominal value
miE
As of As of
30 June 31 December
WAA=+H R+ZA=+—H
2003 2002
—BT=fF —ET=F
(unaudited) (audited)
(RETZ) (E=Z)
HKS$000 HKg'000
FET FETT
JETE
—4,000,000,0000%
SREE.I0E T
gl 400,000 400,000
BBITREERNK:
—2,000,000,0000%
FREE.10/8 T
gl 200,000 200,000

INTERIM REPORT 2003
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The Company adopted a share option scheme under which

the directors may, at their absolute discretion, invite any

executive and/or employee of the Company and/or its

subsidiaries to take up options to subscribe for shares.

The exercise price is determined by the directors and will

at least be the higher of (i) the closing price of the

shares as stated in the Stock Exchange’s daily quotations

sheet on the date of grant, which shall be a business day;

and (ii) the average 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.

As of 30 June 2003, no share options were granted.

13. RESERVES

Group
Balances as of RZTTZE
31 December 2002 +-A=1+-H
(audited) LET (EER)
Currency realignment EXREZE
Net profit am
2002 final dividend “EE_FRERA
Balances as of 30 June 2003 RZ-FFZ%
(unaudited) ~A=tH
2EE (REEH)
Representing: B
2003 interim dividend proposed  ZEEZFEH
AR A
Others Eft
Retained profits as at R-RE=F
30 June 2003 ~AZtHZRE
(unaudited) f (REER)

INTERIM REPORT 2003
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BERAXEVNBEARQF

ARBRA—BRRAET S B EEAT(E
BEMIEEABARE R REKEQBME
TTRA B RS E B R ARIEAERB R
M-TEEHEFET @BEELARNTME
BROESE (VRTAREAR (WARZEHE
B) BOEBXMBAREEMROETE:
RORETERERREAHIAMERE K
DRI EBRAREBEM RO FHRTHE-

HEZZZ=FA=1TH XRAFRLREL
A7 3R P e
13. k&
&
Property
revaluation Exchange
Capital Share reserve  Statutory translation  Retained
surplus  premium THE reserve reserve profits Total
EXRH RFERE EMGRE ATERE  HNERE  REEA 4t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET TET TET TET
42,554 336,758 10,198 44,334 (17,906) 118,192 534,130
- - - - (55) - (55)
- - - - - 24241 24241
_ _ - - - (40,000)  (40,000)
42,554 336,758 10,198 44,334 (17,961) 102,433 518,316
12,000
90,433
102,433



14. NOTES TO THE CONDENSED CONSOLIDATED CASH
FLOW STATEMENT
Reconciliation of operating profit before working capital

changes to net cash (outflow)/inflow generated from

BERXENDRBERAA

14. HAEHBERERMEE

LEESEPICREENELEMG RS
ORi) /RN FREE R

operations.
For the six months
ended 30 June
BE/AA=+HILAEA
2003 2002
—BT=F —ET_F
(unaudited) (unaudited)
(REER) (REEEZ)
HKS$°000 HK3'000
FET FET
Operating profit before working HEEEHAZLL RN
capital changes 31,940 51,091
(Increase)/decrease in inventories FEEm (12,383) 4,812
Increase in trade and B 5 K H b & Y BR 515 0
other receivables (30,807) (16,059)
Decrease in trade and B 5 K& H i & BR OB
other payables (7,690) (7,681)
Increase in retirement benefit RS EEEM
obligations 514 754
Net cash (outflow)/inflow generated REXH2RE
from operations ORH) /mAFERE (18,426) 32,917

INTERIM REPORT 2003
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15. RELATED PARTY TRANSACTIONS

Parties are considered to be related 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.

The Group had the following material transactions with
related parties in the usual course of business. In the
opinion of the directors of the Company, these related
party transactions were carried out on normal commercial
terms and will continue after the listing of the Company'’s

shares on the Stock Exchange.

Rental income e WA

Rental expenses HeRx

INTERIM REPORT 2003
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BERXENBDERBERAA

15. BBEA LR 5

A THECEEV B REEAEF R
TR NIBEESEEEN S —AREE -7
MIMERTE AEHRERMBALT - INREH
A3 —AEflkERTE NZEL T AR
A Lo

AEEEFBATERABRBHEEANT BT
xlﬁijﬁ*%'K”‘ﬂ%%gﬂﬁwﬁtgﬁa%ﬁ/\i
R BT —REFRGFET LHRAR AR
17 FE B ?&Pﬁiﬁ?éiﬁéiﬁ‘ AT

For the six months
ended 30 June
BEA=1+HL~<EA

2003 2002
—EE=HF —TE_F
(unaudited) (unaudited)
(REER) (REEEZ)
HK$’000 HK3'000
FET FET

16 785

95 98




In addition to above transactions, the Group also had the
following material transactions with related parties for the
six months ended 30 June 2003:

(@) Under a licensing agreement, a director of the
Company granted to NB Taiwan the license to use a
skin test software from 1 January 1997 to 31

December 2011 for a nominal consideration of NT$1.

(b) 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.

Amounts due to related parties are unsecured and interest-

free, and have no fixed repayment terms.

BERXENBDERBERAA

B XS REBEE ST =FA=1H
ERNEA AEEMTHBMA LT ETTIE

AR5

(a) RE—BERAEHH ARA—UEER
TAREZREBYNE AR ERE
FHHA-NNEF-A—-BE_ZT——%F
TZA=+t—HB RBUEKERF ¥

JC°

b)) R—FET-—F+ALB BAXAEEAN

/Aﬂﬁliﬂ\ BEEDRIFE] T MR

- REZFHH FREERERFAR

é%ﬁ%ﬁﬁﬁ%??&ﬂ%‘é’%@'IM&ZER

MBIt - B ENERRNEESRR
B EMEmZ B ke

ENEBARRBEYERELR S AEETE
BHIR -
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16. COMMITMENTS

Commitments under operating leases

At 30 June 2003, the Group had future aggregate
minimum lease payments under non-cancellable operating

leases as follows:

Not later than one year

Later than one year and not later than
five years

Later than five years

17. SUBSEQUENT EVENTS

There was no significant subsequent event as of 30 June

2003.

INTERIM REPORT 2003
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BERXENBDERBERAA

16. AEEEIE
EERE RS

N

As of

30 June
®RSA<A=+H
2003
—BT=F
(unaudited)
(REEZ)
HK$°000
F#ETT

—FA
—FREREFA

11,100

29,142
hF1% 5,745

45,987

17. ZEBEEIE

N-EZE
ER®&=EE-

R-ZBZ=ZFRA=1TH XEERBETAIR
HEEMHER BRI KEHERBEREN

As of

31 December

R+-_A=+—8H

2002
—EBT_F
(audited)
(&%)
HK$'000
F#ET

24,255

58,726
35,823

118,804

TEREE=FRA=THR UEEAEANE



CHAIRPERSON’S STATEMENT

In the first six months of 2003, Natural Beauty's unaudited
consolidated turnover and profit attributable to shareholders
amounted to approximately HK$103.4 million and HK$24.2

million respectively.

Market and Business Overview

Owing to the adverse effects brought through by the Severe
Acute Respiratory Syndrome (“SARS") epidemic in our key
markets, mainly including China, Hong Kong and Taiwan,
turnover for sales of goods and service income decreased
approximately 21.8% to HK$92.5 million and 50.8% to
HK$10.9 million. Like many companies over the regions, the
Group was hard hit by SARS. The impact had particular adverse
effect on the cosmetic and beauty salon businesses. During
the period under review, the Group’s self-owned and franchised
beauty salons and outlets operations were adversely affected
by the outbreak of SARS since March 2003, resulting in an
abrupt decline in customer patronage or temporary closure
throughout most of the second quarter of the year. Although
the Group successfully explored and launched the anti-germ
aromatherapeutic products in Taiwan, Hong Kong and China
consecutively in May and June 2003, and the Group had
adopted a series of hygiene precaution measures in all beauty
salons, the devastating impact of SARS deeply undermined the
customers' confidence in the Greater China region and impaired
the subdued economies in Hong Kong and Taiwan and their
consumer spending. Therefore, the unexpected arrival of SARS

made the Group's profit inevitably fall during the interim period.

Forward Strategic Planning

Nonetheless, the market and environment were particularly
difficult during the SARS period, Natural Beauty applied itself
to improving business efficiency in most of our businesses
and operations. The Group made a series of solid business
accomplishments. Noticeably, the Group continued to
consolidate and enhance its core operations since beginning

BERXENBDERBERAA

EFEBRES

RZTEZE=FEHNER BRAEZRAEEZEHE
FRENMREEL R D B4 A103,400,000% 7T &
24,200,000 Jt

MEREREBHE
HARBRESUETREASGEE ([FFRBFL]) &
FEEFEAE - BERAEESEEEMSEANER:
HEBENTEE ERHEERRBRAZEZE
D R #921.8% % 50.8% + 4 Bk 292,500,000
7 7T 110,900,000 Lo AL E @ AR % A A [F
AP EMRAFRKOREITE CHERERTPLSE
TEFEEEEEXEFZZ - NEEHBAN A£EAH
BRERMBLE EERTPOREMAEZEDS
BT =F-ARHOTFANMABELEMER
BYRRAFEEEF TR MABEANERE 2E~HE
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of the year, in which we have improved our manufacturing
process and production logistic. Meanwhile, we formulated the
following strategies to be implemented in current year. We
trust that the following major strategic plans provide a strong
foundation for our future growth:

(i) Introduction of market stabilization strategy: the Group
will closely monitor the performance and operation of
outlets in individual cities or areas, in particular in China
and Taiwan, adopting a series of measures to improve or
streamline their performance in order to maximize their

contribution to the Group's profit;

(i) Differentiation of product lines: the Group will differentiate
the product lines distributed among different channels in
order to enhance the total product sales and the sales
volume in respective distribution channels and avoid intra-

group competition; and

(i) Strengthening and fully utilization of management control
system: the Group will further enhance and utilize the
management control system in order to strengthen the
control among various subsidiaries, branches and outlets.
For examples, their internal control and financial control
can be improved by utilization of the management control
system.

The above strategies had been formulated and partly put in
force during the interim period, the Group aims to make
continuous adjustments in relation to the operations of the
Group with the intention of further improving the Group's
operating efficiency. Although the process was painful, the
positive results will be of great long term benefit to the Group
in enabling products to be offered at lower cost, saving further
administrative and distribution costs and maximizing the return
of the Company’s shareholders. The Group had spent part of
the resources in formulation of above planning during the first
half of 2003 and it might probably to some extent affect the
Group's results in the period, but we strongly believe that

fruitful results will be seen in second half of 2003 and future.

Regarding the Group's sales and distribution channels, the
Group was hit by SARS which has caused our sales and
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marketing staff having to defer many of our channel expansion
programs. In particular, the expansion plans of the mini SPA
and dedicated counter were deterred due to SARS because of
swift plunge in consumer confidence in the market. Therefore,
the number of distribution outlets had no significant increase
during the interim period. However, the management had
thoroughly reviewed and further studied the possible
undeveloped distribution channels over the Greater China region
during the interim period, and making solid planning and
groundwork, we are confident that our channels expansion
internal target can be achieved on schedule.

Community Involvement

The first two quarters of this year have been a serious challenge
for all of us and the community. On behalf of the Company, |
give my heartfelt thanks for the hard work and dedication of
the healthcare professionals over China, Hong Kong and Taiwan
who were not only limited to taking care of patients, but also
fighting the war against SARS and prevent themselves being
the vector of the virus. Their contributions over the last few
months have demonstrated their selfless devotion and
professionalism. The Group has sponsored anti-germ
aromatherapeutic and cleanliness products to the hospitals and
healthcare workers over the Greater China region during the
SARS period. SARS was not only a local event but a global
one; and it is not only has influence in people’s personal lives,
but also in the fates of China, Hong Kong and Taiwan and
even the global economy. We are committed and continue to
resolve the social problems through the utilization of social

resources.

Looking Ahead

In the second half of 2003, the Group will continue to expand
and diversify our sales and distribution channels and the total
of outlets over the Greater China region. We intend to set up
300 new mini SPA and 100 new dedicated counters in the
second half of 2003 to cope with the growing demand of our

products and services.

For the purpose of further enhancing the operations of the
non-wholly owned subsidiaries of the Group that served as the
regional vehicles of the Group to manage the self-owned and
franchised outlets in China, the Group will continue to negotiate
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with interested potential parties with a view to entering into
the assets entrustment agreements as we believe that it will
be beneficial for the Group to have the opportunity to reply on
the experience and expertise of the local entrustees over the
management of the Natural Beauty SPA and training centers.
In the first half of 2003, it proved that the operations of the
entrusted assets under the management of the local entrustees
have been gradually improved. Nonetheless, there was no
adverse influence on the Group's product selling income and
overall revenue. However, the Group had further saving on the

operating expenses.

In order to further strengthen our corporate governance as a
publicly listed company, we will further strengthen our
management control, formulating clear business plans and
strategies on every department and the members of each
department of the Group will be served as a profit center. In
order to incentivise the members of each department, a portion
of their remuneration is directly linked to their contribution

made in the Group.

In the second half of 2003, we will continue to develop the
highest quality, advance and charming products to further
expand our market reach and brand recognition in the Greater
China region. We will launch a series of new products to the

markets over the Greater China region in October 2003.

Meanwhile, in order to enhance the operations of our
distribution outlets, including the self-owned and franchised
Natural Beauty SPA, NB Salon SPA, mini SPA and dedicated
counters, we aim to uniformize and improve their operating
practices, such as, their store images (Corporate Identification
System - the same signage, promotion and advertising materials
and etc. among the outlets) and their internal control and

information control systems.

Our management will try our best to accomplish all original

business targets before the end of 2003.

Looking ahead 2004, our strategy will be to continue to move
forward, step-by-step, to develop and expand our existing
businesses. We will diversify our distribution network further

and we will form sales committee to further improve our sales
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in organizational and structural manners. We will continue to
develop new products and further improve the production and
distribution logistics so as to keeping our highest product quality
and saving our expenses and enabling our products to be
offered at higher margin. In respect of the Group's human
resources, we will continue to provide quality professional
training course to our beauticians in order to maintain the
highest quality of our services. On the other hand, we are
committed to provide professional training and development
to all employees in order to continuously improve the operating
efficiency of all divisions in the Group.

In next few years, we will develop new production plant in
China in order to cope with the growing demand of the
products. Besides, we will establish the product logistic centers
in order to further streamline the operating process. In order
to expand our distribution network, the Group will develop a
new type of outlets specifically for the aged group for provision
of healthcare, beauty and leisureliness services.

We are confident of our leading position in the market in the
region in addition the Group has strong financial position, we
believe that the Group will has significant escalation, in terms
of business prospect, operating efficiency and performance, in

next few years.

All the directors of the Company and staff of Natural Beauty
in difficult

circumstances, to continuously progress our company, and |

have worked hard in the last six months,

thank them for this and dedication and commitment to

excellence.

Dr. Tsai Yen Yu

Chairperson
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MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review

Turnover decreased by approximately 26.9% or approximately
HK$38.0 million to approximately HK$103.4 million for the six
months ended 30 June 2003 compared to the corresponding

period in last year (2002: approximately HK$141.4 million).

The decrease in the turnover is primarily due to the outbreak
of the Severe Acute Respiratory Syndrome (“SARS") over the
Greater China area. The spillover effect of SARS epidemic and
a languid economic environment affected the turnover of the
Group the most since March 2003 over Hong Kong, China and
Taiwan. The unexpected and devastating arrival of SARS
epidemic deeply undermined the consumer confidence and

pushed the retail spending lower still.

Despite the inevitable fall in the turnover after outbreak of
SARS for the current period, the Group was able to take a
series of solid business accomplishments which strategically
consolidates the businesses of the Group in due course. Firstly,
since May 2003, the Group launched the anti-germs
aromatherapeutic products under the brand names of Natural
Beauty and Oriental Beauty over the markets in Taiwan, Hong
Kong and China consecutively, the strong demand of customers
quickly proved the success of our strategy. The Group's anti-
germs aromatherapeutic products fully capitalize the proven
high demand of the personal health care and hygiene products
during the SARS rampant period over the regions. Secondly,
since the beginning of 2003, the Group continued to focus on
improving the quality of its products and services, and increasing
the efficiency of its operations, and enhancing the production
efficiency. The gross profit margin of the Group increased
slightly to approximately 80.5% (2002: approximately 77.3%),
it was mainly attributable to the improved production and
distribution logistics and effective research and development
efforts. The Group has also been continuing to explore and
implement a number of cost controlling measures in order to
enhance profitability besides from improving the overall
operating efficiency. Administrative expenses in particular are
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being stringently controlled in current period, such as, in many
cases, the Group negotiated with the landlords of the
self-owned outlets to appeal for rental reduction or abatement
to relieve our burden during the SARS period. Meanwhile, the
executive and non-executive directors of the Company
voluntarily agreed to reduce their emolument by over
approximately 70% in 2003. In addition, the improved and
effective marketing and promotion efforts proved that the
distribution costs lessened compared with corresponding period
in last year. In aggregate, the administrative expenses and
distribution costs decreased by approximately 11.8% compared
with the same period in 2002. Thirdly, in order to further
leverage on the experience of the respective local management
in the operation and management of the non-wholly owned
subsidiaries of the Group in China, the Group continued to
negotiate with the relevant local management to enter into the
assets entrustment agreements to entrust the management
and operation of certain assets, like part of the beauty salons,
of the subsidiaries for a period of range over around five
years. As at the first half of 2003, the Group had entered a
total of six assets entrustment agreements with relevant local
management. Pursuant to the assets entrustment agreements,
the entrustees would bear the risks and rewards from the
operation of these entrusted assets and will pay an annual
entrustment fee to the Group. Part of the entrustment fees
have been accrued in the condensed consolidated income
statement of approximately HK$3.2 million, the relevant parties
are in the process of preparing the financial review and the
final fee payable will be concluded before the end of current
year. The Board considers that it is beneficial for the Group to
enter into the assets entrustment agreements because it can
highly utilize the expertise and experience on the local
management over management of the entrusted assets. At the
same time, it significantly reduces the administrative expenses
of the Group over management of these assets. The Group
will continue to roll-out such program carefully to other non-
wholly owned subsidiaries of the Group in China in particular
the third or second tier cities where the markets are newly

explored.
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Tax expenses net of financial refunds for the six months ended
30 June 2003 amounted to approximately HK$2.2 million
(2002: approximately HK$9.1 million), representing a decrease
of approximately 75.9% over 2002. The decrease in net tax
expenses was mainly attributable to change and set up new
entity for the production facilities in China and in which new
and further preferential treatments are entitled by the Group.

As a result of the above, the Group recorded profit attributable
to shareholders amounted to approximately HK$24.2 million
(2002: approximately HK$29.1 million), representing a decrease
of approximately 16.6% over corresponding period in 2002.
The decrease was mainly attributable to the substantial adverse
effect of SARS and its impact on the Group’s turnover. The net
profit margin was approximately 23.4% (2002: 20.6%). The
slight increase in the net profit margin was mainly attributable
to the stringent cost-cutting and tax planning measures and

improved production and operating efficiencies.

In the PRC, the turnover and segment result for the six months
ended 30 June 2003 were approximately HK$48.5 million
(2002: approximately HK$88.7 million) and HK$17.6 million
(2002: approximately HK$32.1 million) respectively. The
decrease in turnover and segment result was primarily due to
the adverse impact of SARS in China. SARS significantly affected
the Group's key markets in China, including the northern and
southern regions of the Chinese Mainland. The closure of public
facilities and shopping centers and decrease in total number
of local and foreign visitors during the SARS period made the
sale turnover in China decreased by approximately 45.3%
compared with the first half of 2002.

In Taiwan, the turnover and segment result for the six months
ended 30 June 2003 were approximately HK$53.2 million
(2002: approximately HK$52.0 million) and HK$11.3 million
(2002: approximately HK$11.3 million) respectively. The result
was considered close to the corresponding period in last year.
Although the quarantine measure adopted in Taiwan, as SARS
affected the region in later time of the interim period (around

mid-May and June 2003). Therefore, it was considered that
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the impact of SARS on the Group's result in the region was
short and not very substantial compared with China. On the
other hand, the group launched its anti-germs products to the
region in due course on around May 2003, the products were

well received by the customers in the region.

In Hong Kong, the loss in respect of the segment result was
narrowed to approximately HK$0.4 million (2002: approximately
loss of HK$5.0 million). It was mainly attributable to the
promptly roll-out of assets entrustment program for part of the
outlets in Hong Kong during the interim period.

In overall, the Group’s result was adversely affected by the
slow growth in economy over the Greater China region, onset
of SARS, weakening retail and consumer product markets.
Nonetheless, having roll-out the strategic moves by the Group,
and the markets have been picked up in the mid second
quarter, the Board of Directors of the Company was confident
about the future prospects of the Group. With a strong balance
sheet and steady cashflow, the Group is well positioned to

capitalise on the tremendous opportunities ahead.

Liquidity and Financial Management

As at 30 June 2003, the Group’s total shareholders’ funds
were approximately HK$718.3 million including share capital
and reserves of approximately HK$200.0 million and
HK$518.3 million respectively. The Group continued to maintain
a strong financial position with cash and bank balances plus
investment securities (which are mainly capital guaranteed bond
funds held in Taiwan) in aggregate of approximately HK$238.3
million with no external bank borrowing or any charge on
assets. Cash inflow from operating profit before working capital
changes was approximately HK$31.9 million for the six months
ended 30 June 2003. Accordingly, the Group has adequate
resources to fund its future operation.
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In terms of gearing, as at 30 June 2003, the Group had a
negative gearing level (defined as net debt divided by
shareholders’ funds) as the Group has a net cash balance at
the period end date. Current ratio of the Group (defined as
the current assets divided by the current liabilities) as at 30
June 2003 was approximately 5.0 times (as at 31 December
2002: approximately 4.6 times). As at 30 June 2003, the
Group had no material contingent liabilities or outstanding

contracted capital commitments.

Treasury Policies and Exposure to Fluctuations in
Exchange Rates

The Group derives most of its revenue from the PRC and
Taiwan as its operations are mainly concentrated in these two
areas. The Group did not engage in highly leverage or
speculative derivative products. In this respect, the Group
continued to adopt a conservative approach to financial risk
management and with no external bank borrowing during the
current period. The Group does not have significant exposure
to foreign exchange fluctuations. Periodic review of the Group's
exposure to foreign exchange risk will be conducted and
derivative financial instruments may be used to hedge against

such risks when necessary.

Employment, Training and Employment

As at 30 June 2003, the Group had a total of 1,586 employees
of which 1,382 were based in the PRC, 168 in Taiwan and 36
in Hong Kong, total remuneration for the period ended 30
June 2003 was approximately HK$16.5 million. Remuneration
package of the Group are maintained at a competitive level to
attract, retain and motivate high performing staff and are

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

consistency of the services provided.

In addition, the Group has adopted a share option scheme on
11 March 2002, for the purpose of providing incentives and
rewards to eligible participants who contribute to the success
of the Group’s operation. The directors of the Company may
at their discretion invite any employees or directors of the
Group and any qualified persons as set out on the scheme, to
subscribe for the shares of the Company. Up to the date of
this report, no share option has been granted under the share
option scheme.

Closure of Register of Members

The register of members of the Company will be closed from
23 October 2003 to 24th October 2003, both dates inclusive,
during which period no transfer of shares may be registered.
In order to qualify for the interim dividend, all completed
transfer forms together with 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 22 October 2003.
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Directors

At the annual general meeting held on 29th May 2003, Dr.
Tsai Yen Yu and Ms. Su Sh Hsyu retired and re-elected by
shareholders as directors of the Company.

The directors of the Company during the interim period and

up to the date of this report were:

Executive Directors:
Dr. Tsai Yen Yu
Mr. Lee Ming Ta
Mr. Su Chien Cheng

Non-executive Director:
Ms. Su Sh Hsyu

Independent non-executive Directors

(and members of the audit committee):
Mr. Yeh Liang Fei
Mrs. Chen Shieh Shu Chen

Directors’ Interests in Securities

As at 30 June 2003, the interests of the directors and the
chief executive of the Company in the equity securities of the
Company and its associated corporations (within the meaning
of the then Securities (Disclosure of Interests) Ordinance (the
“SDI Ordinance”) (which has been replaced by the Securities
and Futures Ordinance effective on 1 April 2003)) as recorded
in the register required to be kept pursuant to Section 29 of
the SDI Ordinance or as otherwise notified to the Company
and The Stock Exchange of Hong Kong Limited (the “Stock
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Exchange”) pursuant to Section 28 of the SDI Ordinance and
the Model Code for Securities Transactions by Directors of
Listed Companies (the “Model Code") were as follows:

BERAXEVBEAERQF

BMEXZMAERRAR ([BRF]) ORAEF#ER
m

Number of ordinary shares of the Company

FARLERYE
Personal Family Corporate Other Number of
Name of directors interests interests interests Interests share options
BEEna A RiktER AEER HiviEm RREHE
Dr. Tsai Yen Yu EHEEL - - 1,500,000,000 - -
(Note 1)
(HfeET)
Mr. Su Chien Cheng BHEJLE - - 225,000,000 - -
(Note 2)
(Ktzt2)
Ms. Su Sh Hsyu BHBu T - - 225,000,000 - -
(Note 2)
(HfeE2)
Mr. Lee Ming Ta FHELSE - 1,500,000,000 - - -
(Note 1)
(Kizt1)
Notes: Bt &t
(1) The two references to 1,500,000,000 shares relate to the same (1) B ™MK 42 il 49 1,500,000,0000% A% 17 #&5 [ — #t A%

block of shares. Such shares are held by Efficient Market
Investments Limited which is beneficially owned as to 70% by
Dr. Tsai Yen Yu through Knightcote Enterprises Limited.

(2) 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 Chien Cheng and Ms. Su Sh Hsyu each
have 15% beneficial interest through Knightcote Enterprises
Limited.

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 the SDI Ordinance as
at 30 June 2003.

@

19 » 3% % A% 19 B Efficient Market Investments Limited
¥5 7 - i Efficient Market Investments Limited8l] g1 22

7% X 1§ £ i B Knightcote Enterprises Limited ® i #
B70% °

A 3R 4R it #9225,000,000% B 7 5+ A H Efficient
Market Investments LimitedF7 5 4& #91,500,000,000
FSC AR A FR - i Ak A2 BN 5T AR Ko AR BRI 2 £ B R Efficient
Market Investments lelted & Knightcote Enterprises
Limitedfd B 15%8 @ # & °
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Share Option Scheme and 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 11th
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 ten years commencing on 11th
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
the 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.

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 of the Company in issue
as at the date of approval of the scheme (the “Scheme Mandate
Limit"). The Company may seek approval by its shareholders
in general meeting for “refreshing” the 10% limit under the
scheme. However, the total number of shares 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”.
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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.

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 the shareholders.

No option had been granted by the Company under the Share

Option Scheme since its adoption.
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Save as disclosed above, at no time during the interim period
was the Company or any of its subsidiaries a party to any
arrangements to enable the directors of the Company 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, supervisors 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.

Substantial Shareholders

The register of substantial shareholders maintained under
Section 16(1) of the SDI Ordinance showed that, other than
the interests disclosed above in respect of certain directors,
the following shareholders had a beneficial interest of 10 per
cent or more in the issued share capital of the Company as at
30 June 2003:

Name

&%

Efficient Market
Investments Limited

Efficient Market
Investments Limited

Knightcote Enterprises Limited

Dr. Tsai Yen Yu BEEEL
Mr. Su Chien Cheng R 2 5T
Ms. Su Sh Hsyu o

Notes:

1. Efficient Market Investments Limited is beneficially owned by
Knightcote Enterprises Limited.

2. Knightcote Enterprises Limited is beneficially owned by Dr. Tsai
Yen Yu as to 70%, Mr. Su Chien Cheng as to 15% and Ms. Su
Sh Hsyu as to 15%.

3.  These shares are attributable to Dr. Tsai Yen Yu in respect of
70% interest in Knightcote Enterprises Limited.
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Percentage of
the Company’s

Knightcote Enterprises Limited

Number of issued

Note ordinary shares share capital

EAAT ST

Kt iF TiERE B REZESL

I 1,500,000,000 75.00%

2 1,500,000,000 75.00%

3 1,500,000,000 75.00%

4 225,000,000 11.25%

5 225,000,000 11.25%
&t

1. Efficient Market Investments LimitedJ B Knightcote
Enterprises Limited B 5 # A& ©

2. Knightcote Enterprises Limited Bl &M EHE+ &

FHHABTO% « BREEM L

BB 15% ©

BB 15%REFHELL

3. @R EFE X189 L % A Knightcote Enterprises Limited
B70% % MZEROBIRES -



4. These shares are attributable to Mr. Su Chien Cheng in respect
of 15% interest in Knightcote Enterprises Limited.

5. These shares are attributable to Ms. Su Sh Hsyu in respect of
15% interest in Knightcote Enterprises Limited.

Directors’ Interests in Contracts of Significance

Save as disclosed in note 15 to the unaudited condensed
consolidated financial statements and the web site development
costs included in the Group’s intangible assets incurred for the
development of the “Natural Beauty” web site where the web
site development was partly undertaken by a related company,
in which a director of the Company has a significant influence,
for a consideration of approximately HK$1.6 million (its relevant
detail was set out in the annual report of the Company dated
23 April 2003), 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 and subsidiaries was a party during the

interim period.

Directors’ Interests in Competing Business

During the six months ended 30 June 2003 and up to the
date of this report, no director 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.

Purchase, Redemption or Sale of Listed Securities
During the six months ended 30 June 2003, neither the
Company nor any of its subsidiaries had purchased, redeemed
or sold any of the Company'’s listed securities.
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Corporate Governance

The audit committee has reviewed the unaudited consolidated
financial statements of the Group for the six months ended 30
June 2003.

None of the directors of the Company is aware of information
that would reasonably indicate that the Company is not, or
was not at any time during the six months ended 30 June
2003, in compliance with the Code of Best Practice as set out
in appendix 14 of the Listing Rules.

By Order of the Board
Dr. Tsai Yen Yu

Chairperson

Hong Kong, 24 September 2003
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