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Management Discussion and Analysis

’*Eﬂumﬂ& il

FINANCIAL REVIEW B 75 Bl R
Turnover by B E D 2 1H2011 1H2010 Changes
geographical region &% —E - bYF —E-TF PYE B
HK$’000 HK$'000 HK$'000

THET % FAExT % FET %
PRC B K B 230,278 79.8% 167,730 73.1% 62,548 37.3%
Taiwan e 54,828 19.0% 57,230 24.9% (2,402) -4.2%
Others H 3,370 1.2% 4,645 2.0% (1,275) -27.4%
Total st 288,476  100.0% | 229,605  100.0% 58,871 25.6%

During the six months ended 30 June 2011, turnover of the Group increased
by 25.6% to HK$288.5 million when compared with the turnover of
HK$229.6 million for the six months ended 30 June 2010, due to an increase
in product sales of HK$59.8 million generated from the strong performance
of the new concept stores and higher average sales per store in the PRC.

Turnover in the PRC market increased by 37.3% from HK$167.7 million

to HK$230.3 million for the six months ended 30 June 2011. The increase

in turnover was mainly due to a HK$62.9 million increase in product sales.
Meanwhile, service income declined by HK$300,000 from HK$1.4 million for
the six months ended 30 June 2010 to HK$1.1 million for the corresponding
period of 2011 as a result of closures of two of the Group's self-owned spas
during 2011. Turnover in Taiwan dropped 4.2% to HK$54.8 million for the
six months ended 30 June 2011 compared with HK$57.2 million for the same
period in 2010 due to the stagnant consumer market in Taiwan. The Group

also closed two self-owned spas in Taiwan during the first six months in 2011.

Affected customers were transferred to independent franchisees.

Sales from other regions, including Hong Kong, Macau and Malaysia,
decreased 27.4% to HK$3.4 million for the six months ended 30 June 2011
due to the closure of a self-owned spa in Hong Kong. The contribution from
these regions remained at an insignificant level of 1.2% of the Group's
turnover.
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Management Discussion and Analysis

EREHBRAM

FINANCIAL REVIEW (Continued)

The Group's overall gross profit margin widened from 69.4% for the six
months ended 30 June 2010 to 77.8% for the same period in 2011. During
the six months ended 30 June 2010, the Group decided to discontinue
non-performing product lines and shifted its focus to more profitable core
products. As a result, a non-cash provision of HK$24.9 million for slow
moving and obsolete inventories was charged to Cost of Sales. A non-cash
provision of HK$346,000 was charged to Cost of Sales for the same period in

2011.

Turnover by activities
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Management Discussion and Analysis

EREHBRAM

FINANCIAL REVIEW (Continued)

s EEa(4)

1H2011 1H2010 Changes
Turnover by activities REBE D& X5 —E - PgF —E-TAF PAE )
HK$°000 HK$'000 HK$'000

FERT % FET % FHT %
Products Em 284,681 98.7% 224,889 97.9% 59,792 26.6%
Services AR 7% 3,795 1.3% 4,673 2.1% (878) -18.8%
Entrustment Er - 0.0% 43 0.0% (43)  -100.0%
Total et 288,476 100.0% 229,605 100.0% 58,871 25.6%
Products Em

The Group is principally engaged in the manufacturing and sale of a selected
range of products, including skin care, beauty, aroma-therapeutic products,
health supplements and color make-up, under the “Natural Beauty” brand
name. Sales of products constitute the Group’s key revenue contributor and
are primarily derived from franchised spas, self-owned spas and concessionary
counters in department stores. Sales of products for the six months ended

30 June 2011 amounted to HK$284.7 million, or 98.7% of the Group’s

total revenue, representing an increase of HK$59.8 million when compared
with sales of HK$224.9 million (or 97.9% of the Group's total revenue), for
the same period in 2010. The increase in product sales was mainly driven by
the PRC, where sales rose by HK$62.9 million on the back of strong growth
momentum for the new concept stores and higher productivity per store.
Gross margin on sales of products for the period widened from 74.4% for the
six months ended 30 June 2010 to 80.9 % for the corresponding period in
2011.

REBEZZENUBARAZ ] RERERHEHEEEE
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1H2011 1H2010 Changes
Service income PR35 W 25 —E——FEYE T T B E)
HK$’000 HK$'000 HK$'000

FET % FET % FET %
Training income | WY 66 1.7% 370 7.9% (304) -82.2%
SPA service income IKEE AR FS U ZS 2,632 69.4% 3,740 80.0% (1,108) -29.6%
Others Hith 1,097 28.9% 563 12.1% 534 94.8%
Total “#st 3,795 100.0% 4,673 100.0% (878) -18.8%
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Management Discussion and Analysis

EREHBRAM

FINANCIAL REVIEW (Continued)
Services

Service income is derived from the self-owned spas’ services, training and
other services.

The Group provides skin treatment, beauty and spa services through its
self-owned spas. The Group’s strategy is to establish self-owned spas as
model outlets in strategic locations to stimulate overall sales of products to
franchisees.

Service income is solely derived from the Group’s self-owned spas. The Group
does not share any service income generated from spas run by franchisees
under its current franchise arrangements. The service income the franchisees
derive from the spas covers their operating expenses such as rentals, salaries
and utilities. During the period under review, service income decreased by
18.8% to HK$3.8 million when compared with HK$4.7 million for the same
period in 2010. The decrease was mainly due to the closures of four self-
owned spas during 2011 (two in the PRC and two in Taiwan).

Entrustment

Entrusted spas, which were formerly operated by the Group, are owned by
the Group and operated by reputable operators. In order to allocate financial
and human resources more efficiently, the Group puts in place entrustment
arrangements in the PRC under which its self-owned spas are entrusted

to local reputable operators. The operators are responsible for selling the
Group's products in their stores, and are entitled to all profits and responsible
for all losses from the operations. The Group, meanwhile, receives a fixed
annual entrustment fee from the operator until its initial investment in the spa
is repaid, at which point, the entrusted spa becomes a regular franchised spa.

During the six months ended 30 June 2011, no entrustment income was
recorded, compared with HK$43,000 recorded for the same period in 2010.
The decline in entrustment income was attributable to the expiry of the
remaining entrustment arrangements in 2010. The Group had no entrusted
spas as at 30 June 2011.

Other income

Other income mainly comprised rental income of other properties, interest
income and financial refunds, in the respective amounts of HK$700,000,
HK$1.8 million and HK$4.5 million for the six months ended 30 June 2011.
Other income decreased by 25.2%, or HK$2.7 million for the six months
ended 30 June 2011, from HK$10.5 million for the six months ended 2010.
The decrease was mainly due to a reduction in financial refunds amounting to
HK$3.4 million during the period under review.

Natural Beauty Bio-Technology Limited Interim Report 2011

B El R (48 )

AR

BB 2 £ AR O R L BRAS I R E A
R -

AEEFREABREENET LIRS EE
R RKEIRT o AREZRIETINEBE AL E S
BERLZKEROITEKESPIE - RN
EZEREMHEER -

REKEEREAERE  BELERNKEFRLD ©
AREERTMELERE - AEBTED(L
ZEMBELEREROAGEMRBE Y -
BARERLEEZRBE=aENES  Fek
KEFZREMET - REBEBAAR  REREER
—T—ZF R H 24,700,000 ST ) 18.8% &
3,800,00087C - BRIV EBZHR T ——FK
FAEAPOE B B4 & 7KE RO (MERL B K /R fE
IR EaE) PRk -

ERA
NERRNEERL 2 ZEELKER LR BASHE
BAVYHEERBEZREELE - REAYNE
MIERANER - AEEEHBEAREHREHEELSE
ZH - RREEHAAKEELLERELE ZKEF
Lo MEENREZENHEARBER - WHE
FHEREmMGz2ERE  YRAARE - AKE
REFALEESFRNERLTLLEER 52K
BRLOZNPREBETERL - EREELEZ
KB OR A AN AL ©

HE-ZT——FNAZTHLANEAR @ LEERE
Lt - Mm-S FREPAIE543,000
BT o R ERER D TARB T ERLER
PRZZE—ZTFERAMB - RZE——F A
=18 WERELEZKEPL -

H bz

HE-_ZT——F X XA=ZTAHLEANEANHAMIRE
FTEREEMMEAS NME - A B WS &I
R £ %5 311A700,00078 7T + 1,800,0005% 7T
4,500,000/ - HEZZT——FA=1H
EREAR  HthamsEE—E—ZFF 1L EA
2.10,500,0007% JT.J3 4> 2,700,000 7T+ 5,18 &
252% ° NEEZHRAREHRNMERINDE
3,400,000/ TTATEL



Management Discussion and Analysis

EREHBRAM

FINANCIAL REVIEW (Continued)

Distribution and administrative expenses

Distribution and selling expenses as a percentage of the Group's turnover
increased significantly to 33.8% for the six months ended 30 June 2011
compared with 29.5% for the corresponding period in 2010. Total expenses
increased by HK$29.8 million from HK$67.8 million for the six months ended
30 June 2010 to HK$97.6 million for the same period in 2011. The increase
was mainly due to larger headcount given new sales force recruits, resulting
in higher salaries, commissions and related personnel overheads during the
period under review. Meanwhile, the Group has widened the media channels
it is using for branding promotions, including magazines and the Internet, at
the expense of more expensive, traditional promotional channels (e.g. gifts
and free samples) to drive its sell-through trade inventory strategy. Advertising
and promotion expenses increased slightly by HK$100,000 but dropped as a
percentage of the Group’s total turnover to 10.1% for the six months ended
30 June 2011, when compared with 12.6% for the same period in 2010.
Other key expenses mainly include salaries, travel and transportation expenses
as well as rentals of executive accommodation and counters, which amounted
to HK$27.6 million, HK$5.1 million and HK$19.8 million, respectively for the
six months ended 30 June 2011.

Total administrative expenses decreased by HK$15.0 million to HK$49.3
million for the six months ended 30 June 2011. Administrative expenses as

a percentage of turnover decreased from 28.0% for the six months ended

30 June 2010 to 17.1% for the corresponding period in 2011. The declines
in amount and percentage were attributable to lower rental costs due to
closures of offices of subsidiaries in the PRC and Taiwan. Also, during the six
months ended 30 June 2010, there had been a one-off provision for doubtful
debts amounted to HK$5.9 million while there was a reversal of allowance
due to debt recovery amounting to HK$900,000 during the six months ended
30 June 2011. Within administrative costs, staff costs and retirement benefits,
legal and professional fees, traveling expenses, depreciation charges, rentals,
and office and utilities expenses amounted to HK$25.2 million, HK$6.5
million, HK$1.7 million, HK$3.6 million, HK$2.5 million and HK$1.2 million,
respectively for the six months ended 30 June 2011.
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Management Discussion and Analysis

EREHBRAM

FINANCIAL REVIEW (Continued)

Other expenses

Other expenses increased from HK$1.1 million for the six months ended 30
June 2010 to HK$5.2 million for the same period in 2011, representing an
increase of HK$4.1 million. Other expenses mainly includes HK$1.9 million
loss on disposal of fixed assets due to the closures of spas and a HK$800,000
foreign exchange loss for the six months ended 30 June 2011.

Profit before taxation
Taking into account the increase in gross profit, lower administrative

expenses, and increased distribution and selling expenses and other expenses,

profit before tax increased by 119.0% from HK$36.6 million for the six
months ended 30 June 2010 to HK$80.1 million for the six months ended 30
June 2011.

Taxation

Taxation expenses decreased 4.7% from HK$20.7 million for the six months
ended 30 June 2010 to HK$19.8 million for the same period in 2011. The
effective tax rates of the Group for the six months ended 30 June 2010 and
2011 were 56.7% and 24.7% respectively. The high effective tax rate for the
six months ended 30 June 2010 was due to the payment of under-provided
profit taxes related in previous years amounting to HK$5.1 million, as well as
a non-tax-deductible inventory provision of HK$24.9 million charged to Cost
of Sales during the six months ended 30 June 2010.

Profit for the period

As a result, profit for the period surged by 280.9 % from HK$15.8 million
for the six months ended 30 June 2010 to H$60.4 million for the six months
ended 30 June 2011.
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Management Discussion and Analysis
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FINANCIAL REVIEW (Continued)

Liquidity and financial resources

Cash generated from operating activities for the six months ended 30 June
2011 was approximately HK$91.4 million (HK$51.0 million for the six months
ended 30 June 2010). The increase was primarily due to strong growth in
profit before taxation and changes in working capital due to the stringent
control on inventory. As at 30 June 2011, the Group had bank balances and
cash of approximately HK$577.1 million (HK$575.5 million as at 31 December
2010) with no external bank borrowing.

In terms of gearing, as at 31 December 2010 and 30 June 2011, the Group's
gearing ratios were zero (defined as net debt divided by shareholders’ equity)
as the Group was in a net cash position on both year/period end dates.
Current ratios of the Group (defined as current assets divided by current
liabilities) as at 31 December 2010 and 30 June 2011 were 4.6 times and 4.3
times respectively. As at 30 June 2011, the Group had no material contingent
liabilities, other than those disclosed in its financial statements and notes
thereto. With the cash and bank balances in hand, the Group’s liquidity
position remains strong and it has sufficient financial resources to finance its
commitments and to meet its working capital requirements.

Charges on assets

As at 30 June 2011, the Group had pledged bank deposits amounting to
HK$432,000 (HK$432,000 as at 31 December 2010) in order to ensure that
one of its wholly owned subsidiaries complied with the terms stipulated in the
Tenancy Agreement which had been entered into with the landlord so as to
obtain the usage right for a self-owned store in Macau.

Treasury policies and exposure to fluctuations in exchange
rates

Most of the Group's revenues are denominated in Renminbi and New
Taiwan Dollars as its operations are mainly located in the PRC and Taiwan.
As at 30 June 2011, approximately 84% (71.4% as at 31 December 2010)
of the Group’s bank balances and cash was denominated in Renminbi,
while approximately 12.5% (10.3% as at 31 December 2010) in New
Taiwan Dollars. The remaining 3.5% (18.3% as at 31 December 2010) was
denominated in US Dollars, Hong Kong Dollars, Macau Pataca and Ringgit
Malaysia. The Group continues to adopt a conservative approach in its
foreign exchange exposure management. It reviews its foreign exchange risk
periodically and uses derivative financial instruments to hedge against such
risk when necessary.
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Management Discussion and Analysis
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BUSINESS REVIEW EY e
1H2011 1H2010
Turnover by —B——F | —_ZT-FTF Changes
geographic region BB s 2 EEE e s 5
HK$°000 HK$'000 HK$'000

FET FAT FHET %
PRC Fh B K B
Products Em 229,143 166,288 62,855 37.8%
Services Bl 7% 1,135 1,399 (264) -18.9%
Entrustment LRt - 43 (43) -100.0%
PRC Total o B AP A 5t 230,278 167,730 62,548 37.3%
Taiwan =]
Products B 52,240 54,355 (2,115) -3.9%
Services AR 7 2,588 2,875 (287) -10.0%
Entrustment e - - - n/a
Taiwan Total =Y-F 5 54,828 57,230 (2,402) -4.2%
Others Hit
Products Ef 3,298 4,246 (948) -22.3%
Services AR 7% 72 399 (327) -82.0%
Entrustment R = - - n/a
Others Total H b4t 3,370 4,645 (1,275) -27.4%
The PRC Market PR KpETIS

Turnover in the PRC market increased by 37.3% for the six months ended

30 June 2011 to HK$230.3 million compared with HK$167.7 million for the
same period in 2010. The growth was mainly due to the strong performance
of the new concept stores and improved average sales per store. Gross margin
on product sales remained high at 80.9% for the six months ended 30 June
2011.

With the introduction of more stringent cost controls, profit before tax and

net profit in the PRC increased by 46.4% or HK$27.1 million and 67.7% or
HK$28.8 million respectively for the period under review.
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FEAEMSEEE T ——F/A=+HLNE
Rz &¥88 -2 —TFRH167,700,000%& 1%
5N37.3%% 230,300,000/ 7T ° ZEREZHNH
BaEZ AR RBAURSRIEHFIHERESH
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EREHBRAM

BUSINESS REVIEW (Continued) XSO (E)
The Taiwan Market =Dk
The Taiwan market exhibited a different trend compared with the PRC market ~ BE M5 2 ERRAPBAEMISEHATRE - #E
with turnover decreasing slightly by 4.2% to HK$54.8 million during the six ZE——FRNACtTHIENEAAZEEREMEE
months ended 30 June 2011. As a result of the sluggish consumer market, 54,800,000 7T * [£1RA4.2% - HRBEEET
sales of products in the Taiwan market declined by 3.9% to HK$52.2 million BRABK  aEfmBEMNEEEEE_F
for the six months ended 30 June 2011 compared with HK$54.4 million for ——FRAZTHLERAEAR=ZZ-ZFRHZ
the corresponding period in 2010. However, with the introduction of more 54,400,000 7 7T T % 3.9% = 52,200,000 7 JT °
stringent cost controls in Taiwan, profit before tax and net profit increased AT+ BEE BES| ABBAR AR AR - Bl RE AT
by HK$22.3 million and HK$23.7 million respectively during the period under PR B AT F1| 2 48 %1 5 5138 1122,300,00078 7T &
review. 23,700,000/ 7T °
Distribution channels DEHRE
Franchisee
owned Self Self
BREEES Spa owned Total  Entrusted owned
Store Number ZIEHEE mEE Spa Spa Counter Counter Total Grand
by Ownership R-gE—-% e  HELE  kERDL it B¥%  Counter Total
As at 30 June 2011 ~A=TH KEEL  KERD ax  Kem@  geEE 0 ZESs REasd
Taiwan aiE 347 5 352 - - - 352
PRC HEIRRE 1,079 2 1,081 18 33 51 1,132
Others Hi 33 1 34 - - - 34
Total @t 1,459 8 1,467 18 33 51 1,518
Franchisee
owned
Store Number by Ownership REGEES Z/EHEE tn88#%  Entrusted Self owned Total
As at 30 June 2011 R-E——FXA=1+H 2 25 Eage BERE st
Taiwan =y 347 - 5 352
PRC A B K P 1,079 18 35 1,132
Others Hib 33 - 1 34
Total wEt 1,459 18 41 1,518
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BUSINESS REVIEW (Continued)

Distribution channels (Continued)

1H2011 1H2010
Average Average
store* store*
2% | —T-TF
L& ¥

1H2011 1H2010
Average Average
sales sales
per store per store

—g——F —2-%F
LEESE | LEra

Average sales BREH BT | EHTY | EETY | BT Changes
per store FHER HE* A~ SHER HERR &

HK$ HK$ HK$

BT BT BT %
PRC Bl A RE 1,108.5 1,168.5 | 208,000 | 144,000 64,000 44.4%
Taiwan =y 353.5 405.5 | 155,000 | 141,000 14,000 9.9%
Group total** EE R 1,462.0 1,574.0 | 195,000 | 143,000 52,000 36.4%

* Average store number is calculated by (opening period total + closing period
total) / 2
**  Group total does not include Hong Kong and Malaysia turnover and store count.

***  Taiwan sales figure excluded retail sales of “Fonperi” brand products which are
sold by different distribution channel.

The Group principally derives its income from its unique distribution channels,
including spas and concessionary counters in department stores. As at 30 June
2011, there were 1,467 spas and 51 concessionary counters. A wide array

of services, including hydrotherapy, facial treatment, body care and skin care
analysis is provided in all the spas, while skin care analysis is usually available
in the concessionary counters in department stores.

As at 30 June 2011, there were a total of 1,459 franchised spas, 8 spas and
33 concessionary counters directly operated by the Group. There were also 18
counters entrusted to reputable operators.

A total of 67 new stores were opened and 23 stores were closed during the
period under review. The closures were mainly due to violations of franchise
terms by franchisees or failure to achieve minimum sales targets. Through
the elimination of these non-compliant and non-performing stores, a well-
managed and coherent franchise network is being maintained by the Group
so as to ensure the service quality for consumers.
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BUSINESS REVIEW (Continued)

Distribution channels (Continued)

Average sales per store for the six months ended 30 June 2011 improved
strongly from HK$143,000 for the six months ended 30 June 2010 to
HK$195,000 for the corresponding period in 2011. The average sales

per store in PRC for the six months ended 2011 increased by 44.4% to
HK$208,000. In Taiwan, the average sales per store also increased by 9.9%
to HK$155,000 for the six months ended 30 June 2011.

With a change in trade inventory strategy, the inventory level in the channels
was lowered which in turn improved the cash flow of the franchisees.

Franchised spas are owned by the franchisees who are responsible for the
capital investments in these spas. They are obliged to use “Natural Beauty"” or
“NB" brand for all products in their spas.

Research and Development

The Group puts a lot of emphasis on research and development so as to
maintain its competitive edge as well as to improve the quality of its existing
products and develop new products. The Group has been collaborating

with overseas skin-care companies on technological development. The
biotechnology materials the Group uses are imported from Europe, Japan

and Australia and are applied to NB’s products. The Group’s research

and development team comprises a number of overseas consultants with
experience and expertise in cosmetics, medical, pharmacy and bio-chemistry.
NB's products are constantly enhanced and modified by the application of
new ingredients developed by the Group’s research and development team.
The Group believes that the collaboration of experts with different expertise
and experiences, together with Dr. Tsai’s 30-year-plus industry experience and
knowledge, will allow it to continue to create high-quality beauty and skin
care products. NB principally uses natural ingredients to manufacture products
and adopts special formulae to cater to the specific needs of women with
delicate skin. NB's products accommodate the natural metabolism of skin with
long-lasting effects.

NB has collaborated with a leading researcher in the field of human genome
and stem cell technology for the development of an anti-aging NB-1 product
family and other products for spot removal, whitening, allergy-resistance and
slimming. With Dr. Tsai's extensive experience in the beauty and skin care
industry and the strong professional caliber of its research and development
staff members, NB enjoys competitive advantages in the research and
development of beauty and skin care products.

¥%OE(E)

DEHRE(E)

HE_T——F X XA=1TAHLAEA  SHEH
FHEEEREE T —EF A AA=THLEAHE
A2 143,000 T ARIRAZE T ——FRHEZ
195,000 - BEZZT——FA=THILRN
18 A o Bl K B 7 & R T 48 T 2 S 5 R IN44.4%
208,000/ - 8T H BE_T——F X
A=+HINEAEMES 2 FHHEEMRE M
9.9% % 155,000 7T e

WEEE S BEFRENE -
%ﬂﬂ%%ziﬁimui °

FEEC TR - #fX

MEKERLHAMBEREES @ BEEAEARFK
BRLNERRE - FEKERLABERHA
FERI B3 JsINB IR

MERFMAR
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B YREERAEMNERLFENER
AEE—EEBINEE QAR A EFERRIM - &
SEERZ EMREMHTREEON - B AR FEMN
Sl - WERANBAXER - NEBZHT R
EHMmE AR Lm  BE  ZAREYI(L
B EEZMNE 2 BIMNERAANK o ANEETE
RANKRBAEER » LN E P ERHFTKLHA
HEGE KD - AEERE - ERREEK
NEBETRBEZNB MR ZEZBIEIE M
LEEERENERI0F 2 &5 NAE - BED

FEFAREEXARESER - AAXTIERER
RIRPKD %ﬁ%uu C WIRARIACT DA LG
WUERNRRIFE - BRXERTHIEBRH
BRACHH - Ijjxﬂvﬁ\

BAXEABERALBARBHREEE ZTRRTE
BOETEE  FERRENB-1ERRYIREM
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BUSINESS REVIEW (Continued)

New Products

The Group’s flagship NB-1 products family includes anti-aging NB-1 series,
NB-1 Whitening series, NB-1 anti-allergy, NB-1 pore refining series, etc.
During the six months ended 30 June 2011, over 246,000 sets/bottles (1H
2010: 138,000 sets/bottles) of NB-1 family products were sold with turnover
aggregating HK$109.3 million (1TH 2010: HK$84.2 million) and accounting for
more than one-third of the Group'’s total product sales recorded during the
period under review.

During the six months ended 30 June 2011, the Group continued to enrich
this product range and launched 1 new skin care product, 3 new products for
the aroma-therapeutic line and 4 new health supplements in the PRC.

Human Resources

As at 30 June 2011, the Group had a total of 839 employees, of whom

686 were based in the PRC, 143 in Taiwan and 10 in other areas. Total
remuneration (excluding directors’ emoluments) for the six months ended 30
June 2011 was approximately HK$73.1 million (1TH2010: HK$61.5 million),
including retirement benefits related costs of HK$11.8 million (1H2010:
HK$6.7 million) and stock option expenses of HK$10.0 million. Competitive
remuneration packages are maintained to attract, retain and motivate capable
staff members and are reviewed on a regular basis.

The Group maintains good relations with its employees and is committed to
offering them adequate training. Professional training courses are offered to
beauticians employed by the Group and to the franchisees on a regular basis,
S0 as to promote and maintain the quality and consistency of the services
provided.

In addition, the Group granted stock options to certain employees on 4 April
2011 to subscribe for a maximum of 90,895,381 shares which will vest a ratio
of 40%, 20%, 20% and 20% over a four-year period subject to the grantees
achieving certain performance targets. This resulted in HK$10.0 million in
stock option expense for the period under review.
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BUSINESS REVIEW (Continued)

Capital Expenditures

The Group’s major capital expenditures were related to its self-owned spas,
refurbishment work for its offices, IT infrastructure and machineries in its
factories. Fixed assets increased by HK$12.6 million for the six months ended
30 June 2011 (1H2010: HK$4.0 million), representing the cost of a new
factory in the PRC amounting to approximately HK$7.2 million.

In December 2010, the Group moved its old Fengxian skin care plant to a
new industrial development zone within Fengxian. The new plant has been
set up in accordance with GMP standards so as to upgrade the quality of
the Group's skin care products. Meanwhile, with the new production floor
layout and consolidation in production capacity, production productivity will
improve. The new plant commenced production in the first quarter of 2011.

OUTLOOK

As the PRC Government accelerates its efforts in developing domestic
consumption, the country’s urbanization will continue and the rapid

growth of disposable income per capita in the urban population looks set

to be maintained. Despite high inflation and rising labour costs, the Group
continues to maintain an optimistic outlook on the beauty and spa market in
the PRC.

Based on the successful launch of its new concept stores in 2010, the Group
will continue to focus on adding more new concept stores in 2011 and
beyond.

¥%OE(E)

EARMX
REBEZEERRAIT S RAELEKERL - i
AEE AABRIEEZRASERE R 8%
B oHE_T——FNA=ZTAHLEANER BT
A EH 12,600,000 L (ZF—FF L F -
4,000,000/ 7T) + £ ZIRM A BIKRE 2 ¥ K
497,200,000/ 7T °

R-ZE-ZFE+ - ARESHEFEEEE
mEEREBRERRAM IEXERRE - IHEE

BGMPIRERIY - ARAAEEEEER LS
Z-RAN BEFTLENERINESHEGE

B ERLENEEFKE - FEESR-T
——EEFRE -

Al =

BERERTR HRENETS - BENRTL
T LA R T E R AT S RIRA S 5
BEE  BEERSBERIERA L7 A%
B R A BRI AT R L -

ER T -TFERNFARLTEE 2HHRE - &
SER T —FRERSEEEHHARAHR
JE o

BAZENPRBERAT —T——FPHRE

17



18

Corporate Governance
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CORPORATE GOVERNANCE

The Company is committed to achieving high standards of corporate
governance that properly protect and promote the interests of its
shareholders.

Accordingly, the Board has established the audit committee and the
remuneration committee with defined terms of reference which are of no
less exacting terms than those set out in the Code on Corporate Governance
Practices (the “Code on Corporate Governance”) as set out in Appendix 14
to the Listing Rules. These committees are chaired by non-executive directors.
The Board considers the determination of the appointment and removal of
directors to be the Board’s collective decision and accordingly, it does not
intend to adopt the recommended best practice of the Code on Corporate
Governance to set up a nomination committee.

Audit Committee

The Audit Committee has adopted terms of reference which are in line with
the code provisions of the Code on Corporate Governance. The unaudited
financial statements of the Company for the six months ended 30 June
2011 have been reviewed by the audit committee who is of the opinion
that such statements comply with the applicable accounting standards, legal
requirements and the Listing Rules, and that adequate disclosures have been
made.

Remuneration Committee

The remuneration committee has adopted terms of reference which are in
line with the code provisions of the Code on Corporate Governance. The
duties of the remuneration committee include reviewing and evaluating the
remuneration packages of executive directors and senior management and
making recommendations to the Board from time to time.

Compliance with the Code on Corporate Governance
Practices

The Company recognises the importance of good corporate governance

in enhancing the management of the Company as well as preserving the
interests of the shareholders as a whole. The Board is of the view that the
Company has met the code provisions set out in the Code on Corporate
Governance Practices contained in Appendix 14 of the Listing Rules for the six
months ended 30 June 2011, except for the following deviation:
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CORPORATE GOVERNANCE (Continued)

Code provision E.1.2

This code provision stipulates that the chairman of the board of a listed issuer
should attend the issuer’s annual general meeting. Dr. Tsai Yen Yu, the
Chairperson of the Company, was unfit to travel under medical advice (due
to tooth implant) and was unable to present at the Company’s 2011 annual
general meeting held on 13 May 2011. The Board had arranged for Mr.
Patrick Thomas Siewert, the Vice-Chairman of the Company and a member of
the Executive Committee of the Group, who is well versed in all the business
activities and operations of the Group, to attend on her behalf and to chair
the meeting and to respond to shareholders’ questions.

Mr. Francis Goutenmacher and Ms. Su Hei Thompson, who are the
independent non-executive directors of the Company, also attended the
AGM.

Compliance with the Model Code

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 to
the Listing Rules. All Directors have confirmed, following specific enquiry by
the Company, that they fully complied with the required standard as set out
in the Model Code throughout the review period.
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Other Information

A0 &

PURCHASE, SALE OR REDEMPTION OF THE LISTED
SECURITIES OF THE COMPANY

During the six months ended 30 June 2011, the Company had not redeemed,
and neither the Company nor any of its subsidiaries had purchased or sold
any of the Company's listed securities.

SHARE OPTION SCHEME

SHARE OPTIONS

The Company

Particulars of the Company’s stock option scheme are set out in note 13 to
the condensed consolidated financial statements.

On 4 April 2011, the Group granted options to certain employees to subscribe
for a maximum of 90,895,381 shares and the stock options will be vested at
a ratio of 40%, 20%, 20% and 20% over a four-year period subject to the
grantees achieving certain performance targets.

The following table discloses movements in the Company’s share option
during the period:

Category 1: Employees

Under the scheme adopted by shareholders on 11 March 2002 and as
amended and adopted by shareholders on 13 May 2011:

BBE - LEIBOEARF EHES

BE-_Z——FXA=ZTHIREA  ARFL
EED - BARRFSEHAMEAR T EBEN
HEARRBHER EHESR

R E

R RE

AKARE]
RABRIEAET B 2 sH B SN PR A M ISRk
EAER

R-E——FMNANA  AEFEEE TESHRSY
RIHE - LARBER 290,895,381 kA% 1D » % E R
eI TE AR NIER B T RIRBIEZZBRATH N
FHLBIRA0% ~ 20% ~ 20% [220% 7 thFREZE ©

TREBNEASARZ 2R 2

NN =

BERER-TT 6= A+— B RMLERE
R-Z——4H A+= BT RFMZEHE

Granted Forfeited
during during
Date of Vesting Exercisable Exercise Outstanding period ended period ended  Outstanding
Option Type grant period period price at 1.1.2011 30.6.2011 30.6.2011  at 30.6.2011
R® REZE REZE R
ZE—-F ZE—-F ZE—-F et
RRE -B—-A  XRA=+tB  RA=+H  ARA=tH
]| RLAH a1 Kigid 88 HARTRE  LEHERE EEERYR i RATRE
2011 Type | 4 Apr2011 1 year 4 April 2012 to 3 April 2021 $1.90 - 36,358,153 (400,420) 35,957,733
T8 —E——F —F “Z-Z§MAmAE 1.907C
MAMA —E-—4¥WA=A
2011 Type Il 4 Apr2011 2 years 4 April 2013 to 3 April 2021 $1.90 - 18,179,076 (200,210) 17,978,866
“EFFECR —E——F ME “Z-=§NMAmAEZE 1.907C
MAMA —E-—4¥WA=A
2011 Type Ill 4 Apr2011 3 years 4 April 2014 to 3 April 2021 $1.90 - 18,179,076 (200,210) 17,978,866
“EERZR —E——F =F ZZ-MENANAE 1.907T
MAMA —E-—4¥MA=A
2011 Type IV 4 Apr2011 4 years 4 April 2015 to 3 April 2021 $1.90 - 18,179,076 (200,210) 17,978,866
Sl —E——F meE “Z-RENAMAZRE 1.907T
MAMA ZE-—4¥WNA=A
- 90,895,381 (1,001,050) 89,894,331
Exercisable at the end of
the period Nil Nil
BREF AT i i
Weighted average
exercise price $1.90 $1.90
IETFIIITIEE
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SHARE OPTION SCHEME (Continued)

SHARE OPTIONS (Continued)

The Company (Continued)

The closing price of the Company'’s share on 1 April 2011, immediately before
the date on which the 2011 options were granted, was HK$1.90.

Among the total of 90,895,381 options granted, there were 40,042,019
options granted to Mr. John Hsin Sheng Tseng, Chief Executive Officer of

the Company on 4 April 2011, representing 2.0% of outstanding share
capital at the date of grant. A circular dated 8 April 2011 was issued to the
shareholders, among other things, details of the options granted to Mr. Tseng.
The grant of options to Mr. Tseng was approved by all the independent non-
executive directors of the Company and was approved by shareholders at the
annual general meeting held on 13 May 2011.

There were 1,001,050 options forfeited as one of the grantees resigned
during the period.

There was no option granted to substantial shareholders, executive directors
or independent non-executive directors during the period.

INTERIM DIVIDEND

The Board has resolved to recommend the payment of an interim dividend
of 3.5 HK cents per share (2010: interim dividend of 3.5 HK cents per share).
The interim dividend will be distributed on or around 12 October 2011

to shareholders whose names appear on the register of members of the
Company as at the close of business on 9 September 2011.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 8 September
2011 to 9 September 2011, 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 the relevant share
certificates must be lodged with the Company’s Hong Kong branch share
registrar, Hong Kong Registrars Limited at Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Hong Kong not later than 4:30 p.m.
on 7 September 2011. The interim dividend will be distributed on or around
12 October 2011.
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DIRECTORS” SERVICE CONTRACTS

The directors’ service contracts entered into between the Company and

Dr. TSAI Yen-Yu, Mr. LEE Ming-Ta and Dr. Su Chien-Cheng with a term of
three-year were expired on 10 March 2011 and were renewed on the same
terms but only for the period from 11 March 2011 to 31 December 2011.
The director’ service contract entered into between the Company and Dr. SU
Sh-Hsyu was expired on 20 September 2010 and was renewed for a period
of three-year on the same terms. The directors’ service contracts entered into
between the Company and each of the independent non-executive directors,
namely, Mr. Francis GOUTENMACHER, Ms. Su-Mei THOMPSON,

Mr. CHEN Ruey-Long and Mr. YANG Tze-Kaing, were for a term of three
years commencing on 1 February 2010.

These service contracts may be terminated by either party giving to the other
one to three calendar months’ notice in writing.

There was no service contracts entered into between the Company and each

of Mr. Patrick Thomas SIEWERT, Mr. Gregory Michael ZELUCK, Ms. FENG
Janice Junyuan and Ms. NG Shieu Yeing Christina.
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DIRECTORS’ SERVICE CONTRACTS (Continued)

The initial annual remuneration pursuant to such service contracts are

summarised as follows:

EFERHaME)
RERSREAK - NSEEMLBAMT

Annual

Director Annual increment on Discretionary
Name of Director type director fee director fee bonus
] EEE5 FEEEME EETHNLFENRE B B4
Dr. TSAI Yen Yu EREEL ED $1,000,000 Note (a)lff3E(a) Note (b)PftzE(b)
Mr. LEE Ming Ta FREELAE ED $700,000 Note (a)fff3E(a) Note (b)Pfi zE(b)
Dr. SU Chien Cheng BENELT NED $600,000 Note (a)fff#E(a) Note (b)PfizE(b)
Dr. SU Sh Hsyu BT NED $600,000 Note (a)fff 7% (a) Note (b)/f1#F(b)
Mr. Francis GOUTENMACHER Francis GOUTENMACHERZE & INED $240,000 N/AZN3E A N/AZ 3
Ms. Su Mei THOMPSON EES R INED $240,000 N/ATER N/ATNE A
Mr. CHEN Ruey Long PR3 o A INED $240,000 N/ATNEL A N/ATNE A
Mr. YANG Tze Kaing BFIkE INED $240,000 N/AT i £ N/ATNE
Total wast $3,860,000
ED: Executive Director D: HITES

NED: Non-Executive Director
INED: Independent Non-Executive Director

Notes:

(@)  The annual increment of the directors’ fee for executive directors and non-
executive directors shall not exceed 10% of the annual fee of preceding year.

(b)  Executive directors and non-executive directors may receive bonus approved by
and at the discretion of the Board from time to time. The bonus to all executive
directors and non-executive directors shall not exceed 15% of the audited
consolidated profit attributable to owners of the Company in respect of that

financial year of the Group.

For the six months ended 30 June 2011, Mr. LEE Ming Ta had waived his

director fee for the period.

No director bonus was proposed nor paid for the period.

Save as disclosed above, no director has any unexpired service contract
which is not determined by the Group within one year without payment of

compensation, other than normal statutory obligations.
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DIRECTORS’ INTERESTS IN SHARES

As at 30 June 2011, the interests of the directors, the chief executive and their
associates in the shares, underlying shares and debentures of the Company
and its associated corporations, as recorded in the register maintained by the
Company pursuant to Section 352 of the Securities and Futures Ordinance
("SFO"), or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of Listed
Companies (the “Model Code”) contained in the Listing Rules, were as
follows:

Long positions in shares and underlying shares of the Company

SERBMER

RIB——FRA=1TRH &% TETHAER
RREZBEALRARAREBBEENK
0~ RN REST - BAECERARAIRE
ERLAEGED([EH MBI DE3S21EFE
B - KRB ETRAASH LT RREFE
TRFXHNRETA(RETR D EMEAR
A B SR AT RS AN T

RARBRG REERD TR

Ordinary shares Eviil)e
% of the issued
share capital of
Number of the Company
Name of Director Nature of interest ordinary shares EERQFE
EEgR EEME EEREE BITRABD
Dr. TSAl Yen Yu @ Interest of controlled companies 1,314,030,000 65.63%
EEEELO ek VNSIE
Mr. LEE Ming Ta @ Interest of spouse 1,314,030,000 65.63%
FEERED [iRLET
Dr. SU Chien Cheng ® Deemed interest 1,314,030,000 65.63%
FREZPE L WA
Dr. SU Sh Hsyu © Deemed interest 1,314,030,000 65.63%
i 5 1 1O WA
Notes: FI3E

(1) Dr. TSAI Yen Yu directly owns 40% of Next Focus Holdings Limited, which, in
turn, indirectly owns 50% of Standard Cosmos Limited. Standard Cosmos Limited
is therefore a controlled corporation of Dr. TSAl Yen Yu pursuant to Section 316
of the SFO. As such, the 1,314,030,000 shares of the Company attributable to
Standard Cosmos Limited are attributable to Dr. TSAI

(2)  Mr. LEE Ming Ta is the spouse of Dr. TSAl Yen Yu and accordingly, is deemed to
be interested in the 1,314,030,000 shares of the Company attributable to Dr. TSAI
Yen Yu pursuant to Section 316 of the SFO.

(3)  Each of Dr. SU Chien Cheng and Dr. SU Sh Hsyu is taken to be interested in the
1,314,030,000 shares of the Company which are indirectly owned by Starsign
International Limited pursuant to Sections 317 and 318 of the SFO by virtue of Dr.
SU Chien Cheng and Dr. SU Sh Hsyu being parties to a shareholders’ agreement
dated 15 October 2009 which imposes obligations or restrictions on the parties
thereto with respect to their use, retention or disposal of their interest in shares of
the Company.

Other than as disclosed above, none of the directors, the chief executive nor
their associates had any interests or short position in any shares, underlying
shares or debentures of the Company or any of its associated corporations as
at 30 June 2011.
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SUBSTANTIAL SHAREHOLDERS TER

R-Z——SXA=1+8  ARAREES L
EEPIE3BHITENEZRREMABET - BAR
RERUSN - ATRREMEARARENAR
BEEGE eSO+

As at 30 June 2011, the register of substantial shareholders maintained by
the Company pursuant to Section 336 of the SFO shows that, the following
shareholders other than the directors of the Company had notified the
Company of relevant interests in the issued capital of the Company.

REQTRG RABRGHETRE
AR EREEO. 108 T A ZBR

Long position in shares and underlying shares of the Company
Ordlinary shares of HK$0.10 each of the Company

Percentage
Number of of the issued
ordinary shares share capital
beneficially held of the Company
Name of substantial shareholder Notes Nature of interest B#RE ERDRAERT
TERRMEE, BB i BHENE EERHE REBEDLE
Efficient Market Investments Beneficial owner 838,530,000 41.88%
BHEAA
Adventa Group Limited Beneficial owner 236,580,000 11.82%
ERERA
Fortune Bright Group Limited Beneficial owner 236,580,000 11.82%
EREBA
Starsign International Limited 1 Interest of controlled companies 1,314,030,000 65.63%
REH AR
Next Focus Holdings Limited 2 Interest of controlled companies 1,314,030,000 65.63%
REHIARER
CA NB Limited 3 Interest of controlled companies 1,311,690,000 65.63%
RN AR
Carlyle Asia Partners lll, L.P. 3 Interest of controlled companies 1,314,030,000 65.63%
REHARER
Keywise Capital Management (HK) Limited Beneficial owner 202,170,000 10.10%
HBEREER(FE)BRAA BHEAA
Martin Currie (Holdings) Limited 4 Interest of controlled companies 225,296,000 11.25%

STAMN(ER)BRAF

REH R AR
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25



Other Information

H i &Ert

SUBSTANTIAL SHAREHOLDERS (Continued)

Long position in shares and underlying shares of the Company
(Continued)

Ordiinary shares of HK$0.10 each of the Company (Continued)
Notes:

(1)  Starsign International Limited is the sole shareholder of Standard Cosmos
Limited, which, in turn, is the sole shareholder of Efficient Market Investments
Limited, Adventa Group Limited and Fortune Bright Group Limited. As such,
the 1,311,690,000 shares of the Company collectively held by Efficient Market
Investments Limited, Adventa Group Limited and Fortune Bright Group Limited
and 2,340,000 shares of the Company held directly by Standard Cosmos Limited
(totalling 1,314,030,000 shares of the Company) are attributable to Standard
Cosmos Limited and Starsign International Limited.

(2)  Next Focus Holdings Limited directly owns 50% of Starsign International Limited. As
such, the 1,314,030,000 shares of the Company in which Starsign International
Limited is interested are attributable to Next Focus Holdings Limited.

(3)  Carlyle Asia Partners Ill, L.P. is the sole shareholder of CA North Beach Limited,
which, in turn, is the sole shareholder of CA NB Limited. CA NB Limited directly
owns 50% of Starsign International Limited. As such, the 1,314,030,000 shares of
the Company in which Starsign International Limited is interested are attributable
to CA NB Limited, CA North Beach Limited and Carlyle Asia Partners Ill, L.P..

(4)  Martin Currie (Holdings) Limited is the sole shareholder of Martin Currie Ltd,
which, in turn, is the sole shareholder of Martin Currie Inc and Martin Currie
Investment Management. Martin Currie Inc and Martin Currie Investment
Management directly hold 130,491,000 (approximately 6.52%) and 94,805,000
(approximately 4.73%) of the shares of the Company, respectively. As such, the
225,296,000 Natural Beauty Shares (approximately 11.25%) held by Martin Currie
Inc and Martin Currie Investment Management are attributable to Martin Currie
Ltd and Martin Currie (Holdings) Limited.

Save as the interests disclosed above, the Company has not been notified of
any other relevant interests or short positions in the issued share capital of the
Company as at 30 June 2011.
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Condensed Consolidated Statement of Comprehensive Income

AR E 2 E NG

For the six months ended 30 June 2011 HEZ—-Z—

—FRA=THIXEAR

(With comparatives for the six months ended 30 June 2010) GERIEZE —Z—ZF X A=+ B I NA AN EREF)

(Expressed in thousands of Hong Kong dollars (HK$'000)) (AT T A28 167 )

Revenue
Cost of sales

Gross profit

Other income

Distribution and selling expenses
Administrative expenses

Other expenses

Profit before tax
Income tax expense

Profit for the period

Other comprehensive income
Exchange differences arising on
translation

Total comprehensive income for the period
Profit for the period attributable to:

Owners of the Company
Non-controlling interests

Total comprehensive income attributable to:

Owners of the Company
Non-controlling interests

Dividends — proposed

Earnings per share
— Basic and diluted

LYON
HEKAR

EF

HAth Y g
DIHRHEE
TR
HAth 32

B 5% B g A
PRSI

HRg

Hip 2w

BEELN
BE L E

HAE2EREER

AT ATRIERAERN

RRRERA
FEIER M A

AT ALTRIEZMREERE

ZAUNCIE ZUN
FEIEN M

PRl — #E IR

FRAF
—BEARLHETE

For the six months
ended 30 June

BEANA=TRHLAEAR

2011 2010
—B——f —E-FF
(unaudited) (unaudited)
(REBEZR) (REEZ)
HK$'000 HK$'000
F#&xT FHET
288,476 229,605
(64,030) (70,195)
224,446 159,410
7,815 10,453
(97,591) (67,831)
(49,317) (64,313)
(5,247) (1,146)
80,106 36,573
(19,750) (20,729)
60,356 15,844
16,626 5,800
76,982 21,644
60,439 15,900
(83) (56)
60,356 15,844
77,064 21,693
(82) (49)
76,982 21,644
70,074 70,074
3.02 HK cents | 0.79 HK cents
AL AL
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ondensed Consolidated Statement of Financial Position

RIFA%RE

Non-current assets
Investment properties
Property, plant and equipment
Prepaid lease payments
Goodwill
Deferred taxation assets

Current assets
Inventories
Trade and other receivables
Prepaid lease payments
Pledged bank deposit
Bank balances and cash

Current liabilities
Trade and other payables
Deferred income
Taxation payable

Net current assets
Total assets less current liabilities

Non-current liability
Retirement benefit obligations
Deferred taxation liabilities

Capital and reserves
Share capital
Reserves

Equity attributable to owners
of the Company
Non-controlling interests

Total equity
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HEN-F

B B S ik
At 30June 2011 A=ZE——FA=+H

(With comparatives at 31 December 2010) (&
(Expressed in thousands of Hong Kong dollars (HK$'000)) (AT T A28 167 )

FRBEE
REME

TEE - W5 ME&E

A LIEER
e
EERIAEE

RBEE
&

5 K E A AR

BE A ER
DRI TIE K
RITEFEREAS

RBAE

B 5 MEAbEMARR

RN
FEfTRIR

RBEEFE
REERRBAEE

FRBEME
RIKEMEL
EEHBRRE

MR R i
EEEN
@
RDBEAA
FE15 R 28
FERERS

MR

—EFT-A=1+—HHHBET)

Notes

B o

At 30 June | At 31 December
2011 2010
R=-B——F | RZZT—ZF
ANA=+H [+t=ZA=+—H
(unaudited) (audited)
(REERZ) (%)
HK$'000 HK$'000
F#&xT FET
5,342 5,251
236,946 232,078
9,709 9,636
27,155 26,640
1,033 -
280,185 273,605
38,995 46,725
48,952 44,392
296 289

432 432
577,090 575,488
665,765 667,326
137,618 126,102
8,604 10,555
9,354 9,045
155,576 145,702
510,189 521,624
790,374 795,229
10,884 10,493

- 2,102

10,884 12,595
779,490 782,634
200,210 200,210
579,215 582,277
779,425 782,487
65 147
779,490 782,634




Condensed Consolidated Statement of Changes in Equity

GRS

grE B

For the six months ended 30 June 2011 HEZ—-Z—

—FRA=THIXEAR

(Expressed in thousands of Hong Kong dollars (HK$'000)) (AT T &880 )

For the six months ended 30 June 2011

HE-E--ERAZTHLAMEA

(Unaudited)
(REEH)
Attributable to owners of the Company
ARTRAARSE
Non-
Share Capital Share  Statutory Translation Shareoption  Retained Controlling
Capital Surplus  Premium Reserve Reserve reserve profits Total interests Total
Re  BAB®  ROEE  EERR EXRE RREEE  REEA B FERER @t
HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HKS'000  HK§'000  HK$'000
Ti#n AR iR Ti#n TERL AR T#n Ti#n TR TER
1 January 2011 RZE-——4-A-H 200,210 42,554 41,016 155,515 99,515 - 23,677 782,487 147 782,634
Profit (oss) for the period BhET (B8) - - - - - - 60,439 60,439 (83) 6035
Exchange difference arising from ~ AEEEHELEE
translation - - - - 16,625 - - 16,625 1 16,626
Total comprehensive income (expense) Bf2 Wiz (i)
for the period k] - - - - 16,625 - 60,439 77,064 (82) 76,982
Dividends recognised as distribution® B fE 7R 2 B - - - - - - (90,095 (90,095) - (90,095)
Recognition of share-based ERRAAR
payments - - - - - 9,969 - 9,969 - 9,969
At 30 June 2011 RZE——ERA=+H 200,210 42,554 41,016 155,515 116,140 9,969 214,021 779,425 65 779,490
*  Dividends recognised as distribution represent the final dividend for 2010 and do o REESIRZRAE ZE-TE 2 RERA B

not include the interim dividend for 2011.

TEE-T——F 2P HEA -
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Condensed Consolidated Statement of Changes in Equity
BREAEREDR

For the six months ended 30 June 2011 HZ —ZF——F XA=+HI~EA
(Expressed in thousands of Hong Kong dollars (HK$'000)) (LA 7T A28 )

The comparative figures for 2010 are set out as follows:

TE-TEZLEBRBFHIAT

For the six months ended 30 June 2010
BE-E-2EAR=TALAAR

(Unaudited)
(REEH)
Attributable to owners of the Company
ERRERARE
Non-
Share Capital Share  Statutory Translation  Retained controlling
Capital Surplus  Premium Reserve Reserve profits Total interests Total
B RABH  ROEE  iERE  EARE  REEA Bt FERES @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tin Tikn Tian TiEn Tk Tin Ti#n T Tin
At 1 January 2010 RZE-%4-F-H 200,210 42,554 41,016 151,857 66,255 366,190 868,082 746 868,828
Profit (loss) for the period HRET (B]) - - - - - 15,900 15,900 (56) 15,844
Exchange difference arising from BEELNEREE
translation - - - - 5793 - 5793 7 5,800
Total comprehensive income (expense) SR EUE ()
for the period &g - - - - 5,793 15,900 21,693 (49) 21,644
Dividends recognised as distribution* B {E 7% 2 Bl ¢ - - - - - (80,084)  (80,084) - (80,084)
At 30 June 2010 R-E-FE1XA=1H 200,210 42,554 41,016 151,857 72,048 302,006 809,691 697 810,388
* Dividends recognised as distribution represent the final dividend for 2009 and do * BEEIIRZBRFE-ZSTNFEZREARF - B

not include the interim dividend for 2010.
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Condensed Consolidated Statement of Cash Flows

GRS

e mE R

For the six months ended 30 June 2011 HEZ_-Z
(With comparatives for the six months ended 30 June 2010) GERI&E &

——FRA=THIEAREAR

(Expressed in thousands of Hong Kong dollars (HK$'000)) (AT T A28 167 )

Cash generated from operations
Overseas taxation paid

Net cash from operating activities

Investing activities
Purchase of property, plant and
equipment
Proceeds from disposal of
property, plant and equipment
Interest received

Net cash used in investing activities

Financing activities
Dividend paid

Net cash used in financing activities

Net decrease in cash and
cash equivalents

Cash and cash equivalents at
1 January

Effect of foreign exchange rate changes

Cash and cash equivalents at 30 June,
represented by bank balances
and cash

Note
REEREEZES 14
2RESNIE
KEEBASIREF58E

REED
BEIHE - BH MR

HERNHE - B M

RS
BMAE

REFE ARG FE

BMEEH
AN B

BMEEZHMARSFR

ReRkReEEY
AR

R—A—BZzHE
LR EEY

/E—Z—X*Z@JZE/ 20

RANA=+RAZRE
RIELZEY
(FBRITEFERIES)

ZE-TFEXRA=THIEREANEEREF)

For the six months
ended 30 June
BEAA=tHILEAEA

2011 2010
- ZE-THF
(unaudited) (unaudited)
(REBEZR) (REEEZ)
HK$'000 HK$'000
F#&xT FHET
113,994 75,230
(22,576) (24,232)
91,418 50,998
(12,603) (3,977)
397 887

1,760 1,076
(10,446) (2,014)
(90,095) (80,084)
(90,095) (80,084)
(9,123) (31,100)
575,488 559,346
10,725 3,699
577,090 531,945
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Notes to the Condensed Consolidated Financial Statements

RARER A M%i&%%lzﬁ i

As of 30 June 2011 R=—ZF——F/XA=1+H

(With comparatives for the six months ended 30 June 2010 and as of 31 December 2010) CER#HZE —ZE—ZF /XA =1+HIL/NE

AR —ZE-TF+ - A=+—HNLRETF)

(Expressed in thousands of Hong Kong dollars (HK$'000) unless otherwise stated) (& 2B FIBASN » AT T A8 A7)

1. BASIS OF PREPARATION AND ACCOUNTING
POLICIES

The unaudited consolidated accounts have been prepared in accordance
with the applicable disclosure requirements of Appendix 16 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong

Limited (“Listing Rules”) and with Hong Kong Accounting Standard

34 “Interim Financial Reporting” issued by the Hong Kong Institute of

Certified Public Accountants (“HKICPA").

The condensed consolidated financial statements have been prepared

under the historical cost convention, as modified by the revaluation
of investment properties which are carried at their fair values. The

accounting policies adopted are consistent with those followed in the

preparation of the Group’s consolidated financial statements for the
year ended 31 December 2010, except as described below.

In the current period, the Group has applied, for the first time, the
following new standard, amendment and interpretations (“new
HKFRSs") issued by the HKICPA, which are effective for the Group's
financial year beginning 1 January 2011.

HKFRSs (Amendments)  Improvements to HKFRSs issued in 2010

HKAS 24 (as revised in Related party disclosures
2009)
HKAS 32 (Amendments) Classification of Rights Issues

HK(IFRIC)-INT 14 Prepayments of a minimum funding
(Amendments) requirement

HK(IFRIC)-INT 19 Extinguishing Financial Liabilities with
Equity Instruments

The application of the new HKFRSs had no material effect on how the
results and financial position for the current or prior accounting periods

have been prepared and presented.
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Notes to the Condensed Consolidated Financial Statements
RIRAAR & B ISR M 7T
As of 30 June 2011 R=ZZE——F/XA=1+H

1. BASIS OF PREPARATION AND ACCOUNTING 1. REEERSTBKR(E)
POLICIES (Continued)

The Group has not early applied the following new or revised standards, REEW R R A TERME M RER
amendments or interpretations that have been issued but are not yet ZFTE] MASMERT R - (EET ke R o
effective.
HKFRS 7 (Amendments)  Disclosure — Transfers of financial assets' BB BMELER BHEEEEHEE
BT UEET)
HKFRS 9 Financial Instruments* ERVHREEDN SRIA
957
HKFRS 10 Consolidated Financial Statements* EAMBREER ReM R
F105%
HKFRS 11 Joint Arrangements* EBEMBmERL ST
E115%
HKFRS 12 Disclosure of Interests in Other Entities BEVBREERY  HMERZ
F125% T 2o ) 5% B
HKFRS 13 Fair Value Measurement* EBVIBHREEL AT ERE
F135%
HKAS 1 (Revised) Presentation of Financial Statements3 EBGEIERIE1S BBHRER 25
(F1BET)
HKAS 12 (Amendments) Deferred tax: Recovery of underlying HASFERIF125 ELEFIA - i8R
assets? ({&5T) A2
HKAS 19 (2011) Employee Benefits* EBGFERIFE19% RBRERAN
(ZTB—%F)
HKAS 27 (2011) Separate Financial Statements? BB GERIFE275R B EERRe
(Z2——%)
HKAS 28 (2011) Investments in Associates and Joint EBSFERIF28% REEERARIREER
Ventures* (ZZ——%F) ALz A
! Effective for annual periods beginning on or after 1 July 2011. 1 E@;j**itﬂ —Ba &Rz FES
f& 57 °©
2 Effective for annual periods beginning on or after 1 January 2012. 2 ﬁ(\‘:%—ii—ﬂ —HskzizkR®B 2 FEEH
AR o
3 Effective for annual periods beginning on or after 1 July 2012. 3 ?%‘;%*:Etﬂ —Ha 2 BRR 2 FER
AR o
4 Effective for annual periods beginning on or after 1 January 2013. 4 RIZB-—=F—-A Bz MKz FEH
FEIEJET& °©
The directors of the Company anticipate that the application of the other RARERTER - EAEMITE] REETE
new and revised standards, amendments or interpretations will have no All - & A - YAREEEE RV
material impact on the results and financial position of the Group. WERERFE -

BAZEMRRARAT —T——FhHKE 33
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Notes to the Condensed Consolidated Financial Statements
RIRAAR & B ISR M 7T
As of 30 June 2011 R=ZZE——F/XA=1+H

2. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

The Group makes estimates and assumptions as appropriate in the
preparation of the accounts. These estimates are based on historical
experience and other factors, including expectations of future events
that are believed to be reasonable under the circumstances and will, by
definition, seldom equal the related actual results. The estimates and
assumptions that have a significant effect on the carrying amounts of
assets and liabilities include the productive life of property, plant and
equipment, impairment of goodwill, allowances for trade receivable and
inventories and the determination of income tax.

3. SEGMENT INFORMATION

The accounting policies of the operating segments are the same as the
Group's accounting policies in the preparation of the Group’s annual
financial statements. Operating segments to be identified on the basis
of internal reports about components of the Group that are regularly
reviewed by the chief operating decision maker, the Chief Executive
Officer of the Company, in order to allocate resources to the segment
and to assess its performance. The Chief Executive Officer of the
Company reviews internal report focuses on geographical segments
by location of customers for the purposes of resource allocation and
assessment of segment performance. This is the basis upon which the
Group is organised.

Specifically, the Group’s operating and reportable segments under
HKFRS 8 are as follows:

1. The PRC

2. Taiwan
3. Others (Hong Kong, Malaysia and Macau)
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Notes to the Condensed Consolidated Financial Statements

RIRAAR & B ISR M 7T
As of 30 June 2011 =&

——FRXA=1H

3. SEGMENT INFORMATION (Continued)
Segment revenues and results
The following is an analysis of the Group’s revenue and results by

reportable segment.

For the six months ended
30 June 2011

Revenue from external customers
Segment profit (loss)

Unallocated corporate expenses
Unallocated income

Profit before tax

For the six months ended
30 June 2010

Revenue from external customers
Segment profit (loss)

Unallocated corporate expenses
Unallocated income

Profit before tax

BE-E——F
AA=tTHIEAREAR

RENEPZBA
7 e A (B518)

ABEAAXH
ARE B R

BRI AR

BE_ZT-ZTF
/\Hf+E|JJ:/\1H

REMNBEPZWA
7 e A (E518)

AEE AR
AREFC S

BR3¢ A E A

The accounting policies of the reportable segments are the same as the
Group's accounting policies in the preparation of the annual financial
statements. Segment profit (loss) represents the profit earned (loss
incurred) by each segment without allocation of central administration
costs and directors’ salaries. This is the measure reported to the chief
operating decision maker for the purposes of resource allocation and
performance assessment. Unallocated income mainly includes interest

income and exchange differences.

DEPE R (AE)
DEMAREE
AR AREBIRATHREDE 2 WA REE D
T o
PRC Taiwan Others Total
R K pE =) | Hity it
(unaudited) (unaudited) (unaudited) (unaudited)
(REER) (REER) (REER) (REER)
HK$’000 HK$'000 HK$'000 HK$'000
TER FExT FTET TET
230,278 54,828 3,370 288,476
85,446 16,420 (1,989) 99,877
(21,531)
1,760
80,106
PRC Taiwan Others Total
B A B ag Hit st
(unaudited) (unaudited) (unaudited) (unaudited)
(RfeE%) (RfgE%) (REEEZ) (REEEZ)
HK$'000 HK$'000 HK$'000 HK$'000
FAET FHET FHT FHET
167,730 57,230 4,645 229,605
58,352 (5,917) (8,988) 43,447
(7,950)
1,076
36,573
ARG DE Gt EER AR E B R FEH
B E 2 ETHEMAR - 23R (EE) B
B ﬁﬁ%ﬁﬂXZZAmfﬂ(FﬁFKEE:ZE%Ta) CEH
WARDEFARITHERARESEM - thAR

BRDENRKRBFEAI2EBREARS
ZHERE - RBRWETEBRERMEWA
MIER ZH o

BAZENPRBERAT —T——FPHRE
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Notes to the Condensed Consolidated Financial Statements
RIRAAR & I ISR M 7T
As of 30 June 2011 R=—ZE——FxA=1+H

4. REVENUE

Revenue represents the net amount received and receivables for (i)
goods sold by the Group to outside customers which is stated net of
sales returns and allowances, (i) service income from provision of skin
treatments, beauty and SPA services and (iii) entrustment fee income for
the period, and is analysed as follows:

Sales of goods Emiis
Service income HEWH&)\
Entrustment fee income B

INCOME TAX EXPENSE

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 2011
(2010: Nil).

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.

4. WA

WAEHEAKEOE TINAEFEm
HRHERE RITHIRFIR - (n)JKQTmT,\
T XA RIKBERIG Z RIBUA + K iii)
R e R ES - DT ¢

For the six months
ended 30 June
BZEANA=THLAEA

2011 2010
—F——F —E-THF
(unaudited) (unaudited)
(REBEZ) (REEEZ)
HK$'000 HK$'000
TET FET
284,681 224,889
3,795 4,673
= 43
288,476 229,605
BB

EHEA$7K@EAEY —E-—FRA=1H
ERBEARBBLEERBEN(—F—F
FoE) RUBRBERENGK

BINGERN 2 HIAC A 2 AEHERBE
BASEGEMERR MRBIT 2 R

£
H o
>t

For the six months
ended 30 June
BZAA=1tHILAEA

Group: REH :
Overseas taxation YEINEIR
Deferred taxation RIEFI IR

Taxation for the period BAFRIA
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2011 2010
—g——f —E-TF
(unaudited) (unaudited)
(REBEZ) (REEEZ)
HK$'000 HK$'000
F#ERT FET
22,885 20,356
(3.135) 373
19,750 20,729




6. PROFIT FOR THE PERIOD

Notes to the Condensed Consolidated Financial Statements
RIRAAR & I ISR M 7T
As of 30 June 2011 R=ZZE——F/XA=1+H

Profit for the period in the condensed consolidated statement of
comprehensive income was determined after crediting and charging the

following items:

Crediting:

Interest income on bank deposits

Charging:

Net loss on disposals of property,
plant and equipment
Net exchange loss
Staff costs, excluding directors’ emoluments
— Salaries and wages
— Pension costs
- PRC
— Taiwan
- Hong Kong and other regions
Directors’ emoluments (salaries and
allowances)*
Depreciation of property, plant and equipment

Allowance for obsolete inventories
(Reversal of allowance) impairment loss
on trade receivables
Operating lease expense on land and buildings

Research and development costs

BEA

RITFN B Ut

it

HETBE « RIS RRE
ZFER
P 3L SRR
BIRA(TBRESEHE)
—HEeRTE
—IRARERA
mLc PN
—8&
— BB MEMME
EEME (FrE M=)

TEE - 5 REEZ
e

RETEEE

B 5 REURBR R (B )
SEEE

T REF I EETRE
Fs2

IIELIDTIN

* Included in directors’ remuneration were fees of HK$1,580,000 (2010:
HK$1,586,000), paid or payable to directors during the report period.

HA A& A

RAazERERANBREN AR

IR NS IRIREERE ¢

For the six months

ended 30 June

BEASA=1THLEANEAR

2011 2010

o —z-TF
(unaudited) (unaudited)
(REEZ) (REEFEZ)
HK$'000 HK$'000
THExT FET
1,760 1,076
1,851 1,044

839 339
61,243 54,873
10,308 5,137
1,428 1,411

97 114

2,714 1,967
10,556 10,350
346 24,937

(904) 5,922
16,628 14,801
1,150 677

EEMeTRERREHRC M HEN
ER2$1,580,0008 T (=2 —FF :

1,586,000 7)) °

BAZENPRBERAT —T——FPHRE
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Notes to the Condensed Consolidated Financial Statements

RIRAAR & B ISR M 7T
As of 30 June 2011 R=ZZE——F/XA=1+H

DIVIDENDS

The directors proposed an interim dividend of 3.5 HK cents per share
(2010: interim dividend of 3.5 HK cents per share). This proposed
dividend has not been recognised as a liability at the balance sheet date.

EARNINGS PER SHARE

The calculation of the basic earnings per share is based on the

Group's unaudited profit attributable to owners of the Company of
approximately HK$60,439,000 for the six months ended 30 June

2011 (2010: HK$15,900,000) divided by weighted average number of
approximately 2,002,100,932 ordinary shares (2010: 2,002,100,932) in

issue during the period.

The computation of diluted earnings per share does not take into

accounts the outstanding share options because the exercise price of

these options was higher than the average market price of shares’ for

both six months ended 30 June 2010 and 2011.

TRADE AND OTHER RECEIVABLES

Trade receivables

Less: allowance for doubtful debts

Prepayments and deposits

Other receivables

Total trade and other receivables
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B 5 YRR
B - RERBHR

BENFERAE
Hitb U IRR

B 5 R EAM AR AR

A F)
EFRETHRASRISHU( =2
R EIRFIEMI.SHEN) c REHA -
FURBFREmRER A a -

FREA
BREARMNDREAEBBRE_T—F
NAZTRAEANEAZREEZAREHES
ANJE(R%H4960,439,000/ 7T ( — T —24F ¢
15,900,000 7T, ) Bk HA A B 85 77 3 38 A% N 42
T8 492,002,100,932 K% (=T —F 4 -
2,002,100,932% )14 -

REEZZ—ZFR_ZT——FA=1H
WEARER - SRESERF 2T EWET KA
RITEZERE - RAAZSEREZ1THE
BRI R ZME Bk 2 FamiE -

B 5 N H IR

At At
30 June 2011 | 31 December 2010
R=-ZE——F RZE—ZF
AAE+R |  +-A=t-H
(unaudited) (audited)
(REER) (EEZ)
HK$'000 HK$'000
FH&xT FHET
24,388 21,392
(1,973) (2,828)
22,415 18,564
10,159 9,551
16,378 16,277
48,952 44,392




Notes to the Condensed Consolidated Financial Statements
RIRAAR & B ISR M 7T
As of 30 June 2011 R=ZZE——F/XA=1+H

10.

TRADE AND OTHER RECEIVABLES (Continued)

The Group allows a credit period ranging from one to six months to its
trade customers. The following is an aged analysis of trade receivables

(net of allowance for doubtful debts) presented based on the invoice

date at the end of the reporting period:

Within 180 days
181 days to 365 days

180H A
181HZE365H

The fair value of the Group’s trade and other receivables at 30 June
2011 was approximate to the corresponding carrying amount.

TRADE AND OTHER PAYABLES

Trade payables

Deposits from customers
Other tax payables
Other payables

Total trade and other payables

B S NIRRT
EERE

HAbETRIA
HAD R RRIK

B 5 MM R AERE

B 5 M AR ()

AEERTHESRS —EAMAZER
5 RS E B RERANLT| Y E
SIEWER R (I R B BRI -

At At

30 June 2011 | 31 December 2010
R=F——F RZE—FF
ANA=+H +=ZA=+—H
(unaudited) (audited)
(REEEZ) (EE=Z)
HK$’'000 HK$'000
FET FET
20,334 18,372

2,081 192
22,415 18,564

AEBEEZREMEERFN —E——FR
A=THZAHEREREREERS °

0. B 5 ME MR IR

At At

30 June 2011 | 31 December 2010
R=T——F RZE—TF
ANA=+H +=—A=+—H
(unaudited) (audited)
(REEEZ) (EEZ)
HK$’'000 HK$'000
FE T FET
18,134 13,032
22,880 20,209
10,306 8,086
86,298 84,775
137,618 126,102

BAZENPRBERAT —T——FPHRE
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Notes to the Condensed Consolidated Financial Statements
RIRAAR & B ISR M 7T
As of 30 June 2011 R=ZZE——F/XA=1+H

10. TRADE AND OTHER PAYABLES (Continued)

The following is an aged analysis of trade payables presented based on
the invoice date at the end of the reporting period:

180HA
181HZ=365H

Within 180 days
181 days to 365 days

The average credit period on purchases of goods is 90 days. The Group
has financial risk management policies to ensure that all payables are
settled within the credit timeframe.

11.RETIREMENT BENEFIT OBLIGATIONS

Obligations on: e
— defined contribution plans — ERERE S
— defined benefits plans —ERERAIETE
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10.

11.

B 5 MEAMEMNERER(E)
R MR B R B EA MRS 2 € 58

MERFERIR DT

At At

30 June 2011 | 31 December 2010
R=F——F R-E—ZF
AA=t+H +=A=+—8
(unaudited) (audited)
(REEZ) (EEZ)
HK$’'000 HK$'000

FE T FAT
18,134 13,032
18,134 13,032

(e O
E%E 8 nn

FEERR0A  AEEBR

Y TBRREIRIE - AR B B IR
RBEFEERBRAEN -

RIKEANEE
At At
30 June 2011 | 31 December 2010
R=E——F RZE—ZF
~NAE=1+H +=—A=+—8
(unaudited) (audited)
(REEZ) (&%)
HK$'000 HK$'000
FHExT FET
10,884 10,493
10,884 10,493




Notes to the Condensed Consolidated Financial Statements

RIRAAR & B ISR M 7T
As of 30 June 2011 R=ZZE——F/XA=1+H

11. RETIREMENT BENEFIT OBLIGATIONS (Continued)

Movement in the liability recognised for the period:

Accrued retirement benefit obligations,
beginning

Total expense (Note) Z'ES'ZH:I'(W*\E)
Contributions refund (paid) HFGRF (B
Currency realignments ERTHERE

Accrued retirement benefit obligations, ending EiRfEEHEREFE

Note: Actuarial valuation of the pension plan is performed by a qualified actuary
annually. Last actuarial valuation was made as at 31 December 2010. The
amount charged for the period was based on the projected pension cost per

last actuarial report for the forecoming year on a straight line basis.

BRI FEFT R R AR T

11. 3

BINEFIET(E)
BNER, AESHIT -

For the
six months ended
30 June 2011

For the
year ended
31 December 2010

HE=2-—-%| WBE-T-TF
AA=t+H +=—A=+—H
WEREA ILEE
(unaudited) (audited)
(REER) (F&ER)
HK$’'000 HK$'000
FET FAT
10,493 11,875
1,411 1,013
1,278 (3,001)

(870) 606

12,312 10,493

ke RASHBISTERAARBHMETEE

fhfE - L =K

HREER-_T-TF+=

A=1—B{EH - ABREMTRESRIIR
B E—IRIBERE PR IREHRIKE AR

BREE -

BAZENPRBERAT —T——FPHRE

a1



Notes to the Condensed Consolidated Financial Statements
RIRAAR & B ISR M 7T
As of 30 June 2011 R=ZZE——F/XA=1+H

12.SHARE CAPITAL

12. K

Number of shares

Share Capital

BB E Rz
At At At At
30 June | 31 December 30 June | 31 December
2011 2010 2011 2010
R=ZB——F | R°T—-F R-ZB——% | RZT—ZF
AA=+H +tZA=+—H AA=+H [TZA=1+—H
(unaudited) (audited)
(REER) (&%)
'000 '000 HK$'000 HK$'000
TR T THERT FHT
Ordinary shares of HK$0.1 each  FREE0.1ETTZ
Tima
Authorised: JETE
At beginning of period/year and W81, F41 &
end of period/year H R 4,000,000 4,000,000 400,000 400,000
Issued and fully paid: 2T R
At beginning of period/year and R Ef/FEX R HY,F &
end of period/year 2,002,100 2,002,100 200,210 200,210
13.SHARE OPTION SCHEME 13. SRR 2

Pursuant to the written resolution passed by the shareholders on 11
March 2002, the Company has adopted a share option scheme (The “Old
Scheme™”) for the primary purpose of providing incentives to directors
and eligible employees. Under the Old 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.
Options granted must be taken up within 28 days of the date of grant.
The Old Scheme with remain valid for a period of 10 years commencing
on 11 March 2002.

There were amendments to the Old Scheme as detailed in the circular to
shareholders dated 8 April 2011 and all amendments were approved at
the annual general meeting on 13 May 2011 (“AGM").
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Notes to the Condensed Consolidated Financial Statements
RIRAAR & B ISR M 7T
As of 30 June 2011 R=ZZE——F/XA=1+H

13.SHARE OPTION SCHEME (Continued)

A new share option scheme (“New Scheme"”) with terms exactly same
as the amended Old Scheme was also approved at the AGM. Upon the
approval of the New Scheme at the AGM, the amended Old Scheme
was terminated at the AGM.

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 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 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 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.

At 30 June 2011, the number of shares in respect of which options

had been granted and remained outstanding under the Scheme was
89,894,331 (At 31.12.2010: Nil), representing 4.49% (At 31.12.2010:
0.00%) of the shares of the Company in issue at that date. The total
number of shares in respect of which options may be granted under the
Scheme is not permitted to exceed 10% of the shares of the Company
in issue at any point in time, without prior approval from the Company’s
shareholders. The number of shares issued and to be issued in respect
of which options granted and may be granted to any individual in

any one year is not permitted to exceed 1% of the shares of the
Company in issue at any point in time, without prior approval from the
Company’s shareholders. Options granted to substantial shareholders or
independent non-executive directors in the 12-month period up to and
including the date of such grant in excess of 0.1% of the Company’s
share capital in issue or with an aggregate value in excess of HK$5
million based on the closing price of the shares at the date of each grant
must be approved in advance by the Company’s shareholders.

3. RRERTEI (&)

R ERGER] 2 Bt 8IS 2ARR 2 #r e A
sHEI(T#ETE D) TR RAF RS EHLAE -
FET RN CRBS RS EALER - KEBFTZ
EBICRBERBEREKIL -

RBEEARAIRARREFTE((EFE))
BRI ERRTE I A AR AR HRTT
EREE - EEEABRT - SARKRER
Pt B EE S TR RTTEE - RIBRBEER
g BEFSHRNETRNREERBYBE
o EEEABRT - BBETSIRAT
EBRzES%E  QRLBBRERH(LAR
2ER) BROEBIMEARBEMRR
Mg RONEZRR LA BRRER MR
EZ%B - BORBRME R REERRE
BTE -

ARABAAIEESRBE R HBIBERER
B b XA E #ET SRR AR AE -
MEZRBUS R AR AR &4 K T ZE K

IRIEBAHERT B R AR RIS B A BHE T E
E BN ERLERFITEZ HARTTEREK
REITER A TRITHRM A - TSEB
RATRHMER B TREEITHEBAENES
#130% ° MEREREE - A TEBREAQRX
P 8 X ) (E AT AT B4 AR S -

R-ZE——FXA=Z+H8  BERRETE
ERERIAERITERRE Z BERN
2 H /289,894,331 (KR=_F—TF+=A
=+—H: &) HERARFEHEDET
BB154.49% (R —F—TE+—F=+—0 :
0.00%) ° REARRNEIRREELA AR - R
BRBAERT B R 82 4% R AR E 2 AR RARR 1D

B TEHBEARAMEMEME TG
10% ° REARNBRESZEAMER - AE
A —FRE BT KA e TR A LR
2 BEITREFEITZAABKRMEE @ M5
BEARR BT EEEETRM1% © ME
ERRKBE N TEFTREEREEALL
+ @A BEAE L 2 REEBLAQRE
BATRRAR01% SRR L E B 2 RHUm
Brt & 2 RAEHE L E % 75,000,000 7T -
BELERRDBERALE -
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Notes to the Condensed Consolidated Financial Statements
RIRAAR & B ISR M 7T
As of 30 June 2011 R=ZZE——F/XA=1+H

13.SHARE OPTION SCHEME (Continued) 13. AR &I (&)
The following table discloses movements of the Company'’s share TREZREEREZE_ZT——F R A=T
options held by employees during the six months ended 30 June 2011: HIEAEARE 2 AR R R ES
Granted Forfeited
during during
Date of Vesting  Exercisable Exercise Outstanding period ended period ended  Outstanding
Option Type grant period period price at 1.1.2011 30.6.2011 30.6.2011  at 30.6.2011
R® REZE REZE i
2§ —B--% -%B--§f ZB--F
RRE —-A—-B  XRA=tR  AKA=tH  KRA=tH
£ R AH BEE K8 fTEfE HATE  LHERE  EEERE B RITEE
2011 Type | 4 Apr2011 1 year 4 April 2012 to 3 April 2021 $1.90 - 36,358,153 (400,420) 35,957,733
2558 —E——F —F —E-—FNANE 1.907T
MAMA “E--5NA=H
2011 Type ll 4 Apr 2011 2 years 4 April 2013 to 3 April 2021 $1.90 - 18,179,076 (200,210) 17,978,866
“E-RECR —E——F [ —E-=FNANE 1.907T
MAMA —E--5NA=H
2011 Type lll 4 Apr2011 3 years 4 April 2014 to 3 April 2021 $1.90 - 18,179,076 (200,210) 17,978,866
“F-FEZR —E——F =F ZZ-MENANE 1.907T
MAMA “E--5NA=H
2011 Type IV 4 Apr2011 4 years 4 April 2015 to 3 April 2021 $1.90 - 18,179,076 (200,210) 17,978,866
N sk —E——F M —Z-hFNAmE 1.907T
MAMA —E--5NA=H
- 90895381  (1,001,050) 89,894,331
Exercisable at the end of
the period Nil Nil
HRE A E ki
Weighted average
exercise price $1.90 $1.90
IEFTE(E 1.907T 1.907¢
During the six months ended 30 June 2011, the Group granted option REBE_ZE—FXA=+TBI1EAXEA
to certain employees to subscribe for a maximum of 90,895,381 shares AREERE TEERERRE  URER
and will be vested on a ratio of 40%, 20%, 20% and 20% over a %90,895,381 & 1 ° 3% 55 sR AR B 1 12 7
four-year period subject to the grantees achieving certain performance BAZEIETREREZZEBER T EOEL
targets. The options were granted on 4 April 2011. The estimated fair %I 40% ~ 20% * 20% [ 20% Z Lt R 57
values of the options granted on that date were HK$66,815,376. B ZERAREC N E——FmAmB R

e B ZRBRERZ A 2GR FES
66,815,376/ 7T °
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Notes to the Condensed Consolidated Financial Statements
RIRAAR & B ISR M 7T
As of 30 June 2011 R=—ZE——FxA=1+H

13.SHARE OPTION SCHEME (Continued) 13. SRR EI(8)
These fair values were calculated using the Binomial Option Pricing ZENTEDEAZIEARECEERE
Model. The inputs into the model were as follows: B o RER 2B ABIBAT ¢
Option Type
REREER

2011 2011 2011 2011
—=E——F —=E——F —=E——fF —=E——F
Type l Type ll Type 1l Type IV
£—8 -t} | Uk
Vesting Period (Date) * BEH(EE)* 4/4/2012 4/4/2013 4/4/2014 4/4/2015
T —E-=F —E - —ZE—AF
mAMA MAMA MmAMA MAMA
Valuation Date HEH 4/4/2011 4/4/2011 4/4/2011 4/4/2011
—F—% ZT——% ZFT—% ZT—F
mAA mAPA MAMA MAMA
Grant Date Share Price (HKD) & BAR(E (EIT) 1.90 1.90 1.90 1.90
Exercise Price (HKD) TEERGET) 1.90 1.90 1.90 1.90
Expected Volatility SEE N 47.07% 47.07% 47.07% 47.07%
Risk-Free Rate R b F = 3.25% 3.25% 3.25% 3.25%
Expected dividend Yield TEFT AR 2 4.47% 4.47% 4.47% 4.47%

* Become exercisable on or after the date of publication of annual financial o R E—EVBEE FEMEEES

results of the preceding financial year.

Expected volatility of the Company’s share prices were estimated by the
annualised historical volatility of the Company’s share price over the
previous one year.

The Group recognised total expense of approximately HK$9,969,000
(2010: Nil) in relation to share options granted by the Company for the
six months ended 30 June 2011.

The Binomial Option Pricing Model has been used to estimate the fair
value of the options. The valuables and assumptions used in computing
the fair value of the share options are based on the directors’ best
estimate. The value of the option varies with different variables of
certain subjective assumptions.

HZBRAR TIIE -

AR BB ZFBEHRIETIAR R BROAER
BIE—FRBEAE LR AR

HE-ZT——FXA=1tBHIL~EA -
ZK%.Ef%ﬁtﬂZwuHX*&ﬁn«u\ﬁizgﬁgﬁﬁ
9,969,000/ TL( =T —% : ) o

Iﬁﬁﬂﬂf“*fﬂ}iﬁaﬁﬁEAE#%HWEZ
FE - A EREREATERAER I ZEH K
BRIORBEE S 2 &EMGF - REEZEE
SRETIBRR 2 TAZHMARER
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Notes to the Condensed Consolidated Financial Statements
RIRAAR & B ISR M 7T
As of 30 June 2011 R=ZZE——F XA =1+H

14.NOTES TO THE CONDENSED CONSOLIDATED 14. BRRZE AR @R E XM
STATEMENT OF CASH FLOWS
Reconciliation of operating profit before working capital changes to net EEESCEYRI K ERFHEEMESRS

cash generated from operations. MAFEEE AR o
For the six months
ended 30 June
BZEXA=tHLAXER

2011 2010
—=E——fF —E-EF
(unaudited) (unaudited)
(RBER) (REEER)
HK$°000 HK$’000
FHET FHET
Operating profit before working EEESEBF LB R
capital changes 102,118 77,890

Decrease in inventories FERD 7,384 222

(Increase) decrease in trade and B 5 Kk H A EUERRK
other receivables (30 ) (5,464) 10,787
Increase (decrease) in trade, B 5« HMERRR
other payables, and deferred income ST U 2 3 1 ORt ) 9,565 (14,106)
Increase in retirement benefit obligations RIS ST 391 437
Cash generated from operations REEBEL RS 113,994 75,230
15. CONNECTED AND RELATED PARTY 15 EEMBBEALRS

TRANSACTIONS

During the period, the Group had significant transactions with related
parties, some of which are also deemed to be connected parties
pursuant to the Listing Rules. The significant transactions with these
parties during the period are as follows:

HHW AEBREMEBEALTETEARS
DAEBEATRE E TR RIBRFREA
le: BZEALTRENETZ EARSHT

For the six months
ended 30 June
BEAA=tTHLEAREAR

2011 2010

—E——F T -TF

(unaudited) (unaudited)

(REBER) (REFEZ)

HK$'000 HK$'000

THExT FHET

Rental income Al A 8 42
Rental expenses e 3,737 5,367
Consultancy fee expenses FEMEBRZH 2,674 -

The rental transactions were carried out in accordance with terms
determined and agreed by both parties.

Natural Beauty Bio-Technology Limited Interim Report 2011
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Notes to the Condensed Consolidated Financial Statements
RIRAAR & B ISR M 7T
As of 30 June 2011 R=ZZE——F/XA=1+H

16. OPERATING LEASES
The Group as lessee
At the end of the reporting period, the Group had commitments for
future minimum lease payments under non-cancellable operating leases
which fall due as follows:

Within one year —FR

In the second to fifth years inclusive F_FEERF
(BiEERME)

Over five years BiRAF

Operating lease payments represent rentals payable by the Group for
certain of its leased properties. Leases are negotiated and rentals are
fixed for an average term of five years.

The above lease commitments only include commitments for basic
rentals, and do not include commitments for contingent rental payable,
if any, when the amounts are determined by applying a percentage of
turnover of the respective leases, as it is not possible to determine in
advance the amount of such contingent rentals.

At the end of the reporting period, the Group had contracted with
tenants for the following future minimum lease payments:

Within one year —FR
In the second year to fifth year inclusive EEERF
(RIEEEMF)

16.

=ML
REEEREBA

RERREER - AERERET A BHL
BN TIIRE AN 2 RIEESAE

mE
At 30 June At 31 December
2011 2010
R-E——F R-ZT—ZTF
AA=1+H +=ZRA=+—~”
(unaudited) (audited)
(REZER) (fEE%)
HK$'000 HK$'000
TExT FET
14,643 20,716
10,340 18,288
712 946
25,695 39,950

REBHFENAEEGE THEHEMESN
ZHE HEKERMESR TR FHEE
HIRTE -

PlASARERFEERNEEAL  TTE
FIEAEEEREEXER I ETSRERE
Nz AEEENE) - RE/TAREHE
TETZERAESERE -

RRERREEER - AERBEBEFERINZ
AR EEESHRIOT

At 30 June At 31 December
2011 2010
R=-E——F RZTE—FF
N HI=SE +—-—A=+—8H
(unaudited) (audited)
(REER) (ge:i%)
HK$'000 HK$'000
THERT FET

663 618

194 516

857 1,134
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Notes to the Condensed Consolidated Financial Statements
RIRAAR & B TSR MIFE
As of 30 June 2011 R=—ZE——FxA=+H

17.CAPITAL COMMITMENTS

Capital expenditure in respect of acquisition U EETEE - K5

of property, plant and equipment SE AT
contracted for but not provided BRI IS IRFT S
in the financial statements ZERME

18.SUBSEQUENT EVENTS

There was no significant subsequent events occured after 30 June 2011
and up to the date of this report.
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17. BZHIE

At 30 June At 31 December
2011 2010
R-E——F R-E—FF
NA=+H +=-—A=+—8
(unaudited) (audited)
(REER) (&%)
HK$'000 HK$'000
FET FHET

5,947 10,160

18. £E HEEE
AT —EXA=+REEARE QML
WEEAEAEE RGBT -
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