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AUDITOR

Deloitte Touche Tohmatsu
Certified Public Accountants
35/F One Pacific Place

88 Queensway

Hong Kong

LEGAL ADVISERS

King & Wood Mallesons
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Hong Kong

PRINCIPAL BANKERS

The Hongkong and Shanghai Banking
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1 Queen’s Road Central

Hong Kong
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Taipei

Taiwan

Mega International Commercial
No. 62, Section 2, Tun Hua South Road
Taipei

Taiwan

Bank of Communications
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211 Hengtong Road

Shanghai

The PRC

China Minsheng Banking Corporation Limited
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WEBSITE
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Management Discussion and Analysis

BEEE W N DT

FINANCIAL REVIEW B 7% [B] &
1H2013 1H2012 Changes
—E-Z=ZFL¥F —E-CFL¥F 2B

Turnover by Bt iEE o 2 HK$’000 HK$’000 HK$’'000
geographical region % FET % FTE T % FET %
PRC AR R BE 161,060 79.1% 189,601 75.6% (28,541) -15.1%
Taiwan =% 39,704 19.5% 57,467 22.9% (17,763) -30.9%
Others Hb 2,835 1.4% 3,857 1.5% (1,022) -26.5%
Total ot 203,599 100.0% 250,925 100.0% (47,326) -18.9%

During the six months ended 30 June 2013, turnover of the Group
decreased by 18.9% to HK$203.6 million compared with HK$250.9
million for the six months ended 30 June 2012. The decline was mainly
due to a decrease in product sales of HK$47.3 million as a result of the
more challenging economic environment in the PRC and Taiwan market,
weak consumer sentiment and intensified competition in the spa industry.

For the six months ended 30 June 2013, turnover in the PRC market
decreased by 15.1% from HK$189.6 million for the six months ended 30
June 2012 to HK$161.1 million for the same period this year. Turnover in
Taiwan also declined 30.9% to HK$39.7 million compared with HK$57.5
million for the corresponding period last year.

Sales from other regions, including Hong Kong, Macau and Malaysia,
decreased 26.5% to HK$2.8 million for the six months ended 30 June
2013. Contribution from these regions remained at an insignificant level of
just 1.4% of the Group’s turnover.

The Group’s overall gross profit margin declined from 81.3% for the six
months ended 30 June 2012 to 75.9% for the six months ended 30 June
2013 due to the unfavorable sales mix with a higher proportion of lower-
gross-margin products in the period under review combined with the cost
inflation and deeper promotion offered.

AEBCEEFREE-ZE——FXA=+
H 1k 78 B =2 250,900,000 7T T #18.9%
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Management Discussion and Analysis

EEEN®W RO

FINANCIAL REVIEW (continued) B 75 [B] B8 (@)
1H2013 1H2012
—BE-=F | ZTEBE—-—Z=fF Changes
E¥E E¥E % 8
HK$’000 HK$'000 HK$’000

Turnover by activities REBEDZEXS THERT FHExT FHET %
Products Em

PRC W K BE 160,379 188,914 (28,535) -15.1%
Taiwan =91 38,479 56,224 (17,745) -31.6%
Others H it 2,835 3,857 (1,022) -26.5%
Total # ot 201,693 248,995 (47,302) -19.0%
Services R %%

PRC o K BE 681 687 (6) -0.9%
Taiwan =91 1,225 1,243 (18) -1.4%
Total et 1,906 1,930 (24) -1.2%

1H2013 1H2012 Changes
—E-=FL¥F —E-ZHFL¥F =]
HK$’000 HK$’000 HK$’000

Turnover by activities BEBEI2EERE THER % FET % FE T %
Products =m 201,693 99.1% 248,995 99.2% (47,302) -19.0%
Services AR 7% 1,906 0.9% 1,930 0.8% (24) -1.2%
Total ot 203,599 100.0% 250,925 100.0% (47,326) -18.9%

6 Natural Beauty Bio-Technology Limited Interim Report 2013



Management Discussion and Analysis
EEENWR DN

FINANCIAL REVIEW (continued)

Products

The Group is principally engaged in the manufacturing and sale of a range
of products including skin care, beauty, aroma-therapeutic products,
health supplements and make-up products under the “Natural Beauty”
brand. Sales of products are the Group’s key revenue source and
primarily come from franchised spas, self-owned spas and concessionary
counters in department stores. Sales of products for the six months
ended 30 June 2013 decreased by HK$47.3 million to HK$201.7 million,
or 99.1% of the Group’s total revenue. For the six months ended 30 June
2012, sales of products were HK$249.0 million or 99.2% of the Group’s
total revenue. The decrease in product sales was mainly attributable to a
sales decline of HK$28.5 million in the PRC market, and a sales decrease
of HK$17.7 million in Taiwan market.

Bt 7% [B] B8 (@)

E &
AEEFTBEUBREIRERERBEERE
BER X2 ER TEER BERS®
tHEEEAERER ERHEEALRE
BEXEWARE BXTEFBEMBEKEH
HoBELEXKBERLORBELATNEE &
EZB2-—ZHEXAZ+ELEANBERZER
$ & %88 4 47,300,000 % 7T £ 201,700,000
BL(HEAEEHABRANA%R) MEBZEZ
E-——FEXNA=ZtHLERNBRAZERBE
%8 B £ 249,000,000 % T (R (L A &£ @ 42 W A
99.2%) EMHEBERLETEHNPEKE
HiE Z S E 5 T % 28,500,000 TR AE T
S 2 S8 EFE R 4 17,700,000 38 7T T 2K °

1H2013 1H2012 Changes

—E-—Z=ZFL¥EF —E——F L¥E % B

HK$’000 HK$’000 HK$’000
Service income BR 7% W = FET % FET % FE T %
Training income 13U &= 110 5.8% 53 2.8% 57 107.5%
SPA service income KR W= 1,775 93.1% 1,359 70.4% 416 30.6%
Others HAth 21 1.1% 518 26.8% (497) -95.9%
Total 4“5t 1,906 100.0% 1,930 100.0% (24) -1.2%
Services AR %

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 six months ended 30 June
2013, service income totaled HK$1.9 million, which was similar to that for
the corresponding period last year.

BRFWRFEBEKEKRER LR - FA
X H R % o

FEBEEBHAEKE KRBT LRENERE
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o RBITMBLEERE AEBTEDE
HNEE F L& KR AP O FT 1S A BR 35 Uk 2% - A
BABERLELEZRBREELLES
SR KRELSLKERT - REBE=-ZT-—=ZF R
B=+BLEAMEA  REWKESE 1,900,000
B o EHEAFRBMES -
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Management Discussion and Analysis
EEENWR DN

FINANCIAL REVIEW (continued)

Other income

Other income was mainly comprised of rental income of HK$1.7 million
from other properties, interest income of HK$4.0 million and financial
refunds of HK$6.6 million during the six months ended 30 June 2013.
The amount of other income decreased by 8.0%, or HK$1.1 million,

to HK$12.6 million, when compared to the HK$13.7 million for the six
months ended 30 June 2012.

Distribution and administrative expenses

Distribution and selling expenses as a percentage of the Group’s
turnover increased to 42.2% for the six months ended 30 June 2013,
compared with 35.3% for the six months ended 30 June 2012. Total
expenses decreased by HK$2.5 million from HK$88.5 million for the

six months ended 30 June 2012 to HK$86.0 million for the six months
ended 30 June 20183. The decrease reflected the sales decline during
the first half of 2013. Currently, the Group is using magazines and the
Internet (websites and blogs), instead of the more expensive, traditional
promotional channels (e.g. gifts and free samples) to attain a higher sell-
through. Advertising and promotion expenses decreased by HK$7.0
million from HK$22.3 million for the six months ended 30 June 2012 to
HK$15.3 million for the six months ended 30 June 2013, and the amount
as a percentage of the Group’s total turnover decreased from 8.9% for
the six months ended 30 June 2012 to 7.5% for the six months ended 30
June 2013. Other key expenses include salaries of HK$33.3 million, travel
and entertainment expenses of HK$4.9 million, depreciation charges of
HK$7.7 million as well as rentals of offices and sales counters of HK$14.3
million for the six months ended 30 June 2013.

Total administrative expenses decreased by HK$9.9 million or 20.0%
year on year to HK$38.9 million for the six months ended 30 June 2013.
The decrease in administrative expenses was mainly because of the
cancellation of old stock option scheme during 2013, which resulted in

a non-cash share based payment expense of HK$0.6 million charged for
the six months ended 30 June 2013. The non-cash share based payment
expense was HK$14.0 million for the six months ended 30 June 2012.
Other administrative expenses comprised of staff costs and retirement
benefits (excluding non-cash share based payment) of HK$13.4 million,
legal and professional fees of HK$4.5 million, bad debt provision for aged
accounts receivables of HK$3.5 million, depreciation charges of HK$6.3
million and office and utilities expenses of HK$2.6 million.
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Management Discussion and Analysis
EEENWR DN

FINANCIAL REVIEW (continued)

Other expenses

Other expenses increased by HK$2.7 million from HK$2.9 million for the
six months ended 30 June 2012 to HK$5.6 million for the six months
ended 30 June 20183. Other expenses for the period mainly included
loss of HK$1.3 million on disposal of property, plant and equipment,
professional fee of HK$1.7 million paid for tax saving project, CEO
recruitment fee of HK$0.8 million and termination compensation of
HK$1.2 million to departing staff members.

Profit before taxation

Taking into account the decreases in gross profit, distribution and selling
expenses, administrative expenses and other income, and the increase in
other expenses, profit before tax decreased by 52.8% to HK$36.6 million
for the six months ended 30 June 2013 from HK$77.6 million for the six
months ended 30 June 2012.

Taxation

Taxation expenses decreased 98.4% from HK$27.6 million for the six
months ended 30 June 2012 to HK$0.4 million for the six months ended
30 June 2013. The effective tax rates of the Group for the six months
ended 30 June 2012 and 2013 were 35.5% and 1.2% respectively. The
low effective tax rate for the six months ended 30 June 2013 was due to
(1) utilization of tax loss in the PRC market which resulted from the tax
saving project of HK$6.3 million; (2) overprovision of PRC tax of HK$5.4
million for financial year 2012; (3) additional dividend withholding tax and
royalty withholding tax charged during the six months ended 30 June
2012 amounted to HK$7.9 million; and (4) lower profit tax provision due to
declined sales.

Profit for the period

Profit for the period decreased by 27.7% to HK$36.2 million for the six
months ended 30 June 2013 from HK$50.0 million for the six months
ended 30 June 2012.
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Management Discussion and Analysis
EEENWR DN

FINANCIAL REVIEW (continued)

Liquidity and financial resources

Cash generated from operating activities for the six months ended 30
June 2013 was approximately HK$31.6 million (HK$21.7 million for the six
months ended 30 June 2012). The increase was mainly due to decrease in
tax which resulted from tax saving project and refund of tax overprovided
in prior year. As at 30 June 2013, the Group had bank balances and cash
of approximately HK$463.1 million (HK$432.4 million as at 31 December
2012) with no external bank borrowing.

In terms of gearing, as at 31 December 2012 and 30 June 2013,

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 the
year-end date and period-end date. Current ratios of the Group (defined
as current assets divided by current liabilities) as at 31 December 2012
and 30 June 2013 were 4.4 times and 5.1 times respectively. As at 30
June 2013, 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.

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 2013, approximately 72.4% (70.9% as

at 31 December 2012) of the Group’s bank balances and cash was
denominated in Renminbi, while approximately 21.8% (21.3% as at 31
December 2012) in New Taiwan Dollars. The remaining 5.8% (7.8% as at
31 December 2012) was denominated in US Dollars, Hong Kong Dollars,
Macau Pataca and Malaysia Ringgit. The Group continues to adopt a
conservative approach to 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

EEEN®W RO

BUSINESS REVIEW % 7% [0 EE

1H2013 1H2012

—E-=F ZEBE-ZF Changes
it :3 F¥F 25
HK$’000 HK$’000 HK$’000

Turnover by geographic region &5 & 5 2 & % & FHE T FET F#& T %
PRC B E K RE
Products =MW 160,379 188,914 (28,535) -15.1%
Services R 7% 681 687 (6) -0.9%
PRC Total o K OBE#A ST 161,060 189,601 (28,541) -15.1%
Taiwan = ]
Products =m 38,479 56,224 (17,745) -31.6%
Services BR # 1,225 1,243 (18) -1.4%
Taiwan Total =0 L8 39,704 57,467 (17,763) -30.9%
Others H b
Products =m 2,835 3,857 (1,022) -26.5%
Services R #% - - - N/AT3E A
Others Total H 45t 2,835 3,857 (1,022) -26.5%

The PRC Market

The Group’s turnover in the PRC market decreased by 15.1% for the

six months ended 30 June 2013 to HK$161.1 million, compared with
HK$189.6 million for the six months ended 30 June 2012. The decline
was mainly due to the more challenging retail and economic environment.
Gross margin on product sales dropped from 83.3% for the six months
ended 30 June 2012 to 78.8% for the period under review, as a result of
the lower proportion of higher-margin products such as NB-1 and Yam
products in the sales mix, deeper promotion discounts and cost inflation

during the period under review.

BB K BE S

AEBETEAETSCEXZEREZE-S
——F#XA=+H 1@ A =189,600,000
BIREEZE-_Z—=FX<A=t+HLR
@ A 2 161,100,000 7T » # 2 15.1% o H 1]
THRBEETEHRATERLCEREIEE
EffR - EREECEBRENERHEBEE-Z
—ZHEXRAZTBLEARERZ2833% HE
EEEEE 278.8% RE A K B FEH BNB-1
RYamERSEBRFBERS 2ERHE S LA
R MEEEFANTHNEREERRE

EAFrEe
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BUSINESS REVIEW (continued)

The Taiwan Market

The Group’s turnover in the Taiwan market also declined by 30.9% from
HK$57.5 million for the six months ended 30 June 2012 to HK$39.7
million for the six months ended 30 June 2013 due to the poor retalil
and economic environment. Gross margin on product sales declined
from 82.0% for the six months ended 30 June 2012 to 78.9% for the
period under review, as a result of the lower proportion of higher-margin
products such as NB-1 and Yam products in the sales mix, deeper
promotion discounts and cost inflation during the period under review.

Distribution channels

£ 7% B BE ()

=0k

HREZERKLERERD AEEEAEE
T ZEERENRETHI0I% AHE-ZF
——FXA=+H1x1EA 257,500,000
TTHRZEEZE-_Z—=F~"A=1THILE~HE
H 239,700,000 T - EMEEZEREF
ZHEEZE-EBE-——FXA=ZtHLERNEARAZ
82.0%  BMEEEHE278.9%  FEARKRE
EHEANB-1RYanERSEBRABRESZE
BEELHBEE MEHEHERNTNEE
BERBRANEAFRH-

Franchisee

owned Self Self

REEREED Spa owned Total  Entrusted owned
Store Number ZEHEA mEE Spa Spa  Counter  Counter Total Grand
by Ownership R-B-=% BE HERE KkEHD Zit HE Counter Total
As at 30 June 2013 ~AB=+H KERL  KERD ay KEEfE SHEE@E 0 ZEET 2 BA
Taiwan fE 287 3 290 - - - 290
PRC R KR 1,114 1 1,115 18 21 39 1,154
Others HEip 30 - 30 - - - 30
Total Fohy 1,431 4 1,435 18 21 39 1,474

Franchisee
owned Self

Store Number by Ownership REEES I Z/EHEE & Entrusted owned Total
As at 30 June 2013 N-ZB-—=FXA=1+H e T BERE # 5t
Taiwan =0 287 - 3 290
PRC MR K RE 1,114 18 22 1,154
Others H b 30 - - 30
Total @t 1,431 18 25 1,474
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BUSINESS REVIEW (continued) X OEE (s
Distribution channels (Continued) 7 8H R B ()
1H2013 1H2012
Average Average
sales sales
1H2013 1H2012 per store per store
Average Average —B—Z=ZF ZZ-—-=—fF
store * store * E¥g ¥ EF
T2 ZE2-ZHF SHAEH SHES Changes
ExF E¥F | FHHEEE FHHEES 29
Average sales SEES BTy JE 15 HK$ HK$ HK$
per store FHHEEH B~ HE* BT BT BT %
PRC B K B 1,163.5 1,217.0 138,000 156,000 (18,000) -11.5%
Taiwan =P-1 292.5 314.0 136,000 183,000 (47,000) -25.7%
Group total ** £ @ 45 1,456.0 1,631.0 138,000 161,000 (23,000) -14.3%

*

Average store number is calculated by (opening period total + closing period total) / 2

ok

Group total does not include Hong Kong, Macau and Malaysia turnover and store

count.

The Group derives its income principally from its network of distribution
channels, including spas and concessionary counters in department
stores. As at 30 June 2013, there were 1,435 spas and 39 concessionary
counters. Of these, 1,431 were franchised spas, 4 self-owned

spas and 21 concessionary counters were directly operated by the
Group. Reputable operators were entrusted with the operation of 18
concessionary counters. Franchised spas are owned by the franchisees
who are responsible for the capital investment in these spas. They are
obliged to use only Natural Beauty or “NB” products in their spas. A wide
array of services including hydrotherapy, facial treatment, body care and
skin care analysis, are provided in all the spas, while skin care analysis is
widely available at the concessionary counters in department stores.

The Group opened a total of 26 new stores and closed 50 stores during
the six months ended 30 June 2013. The closures were mainly due to
violations of franchise terms or failure to achieve minimum sales targets
by franchisees. Through the elimination of these non-compliant stores,

a well-managed and coherent franchise network is being maintained by
the Group, ensuring a consistently high quality experience and service for
consumers.

- FHEMBE LR DAR + B REA) 25 E

v RESHTRERERE RFRBRBAZZ2E
EERIEHHE -

AEBRRFERBEKERILRBELD
AEEEPHERERAKZ R_Z—=F5XA
=+B - ANEBEHE1435BKEF L K39
BEE - EP1431BAAEMBAREFRL 48
BELLKBERLRIAEERAEEEE
K MISESEAZTETKERERLE -
MBXERLHMBEEEE  FEEREX
BKRKEBERAOLNERRE HEZKEPLE
AEABEARERINBIREER - ZKEF
D REZERE BFEKE BIRGE
EEURREEES MR MEEQAAE
BRAEZRHEEBEEES M-

RBEZE-ZFSXA=ZF+HLEXER K
EESHMARCHEMNENMN SEM0™IE
Mo EHBMATIERAMNMEEE R MNEK
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BUSINESS REVIEW (continued)

Distribution channels (Continued)

Average sales per store for the six months ended 30 June 2013
decreased from HK$161,000 for the six months ended 30 June 2012 to
HK$138,000 for the six months ended 30 June 2013. Average sales per
store in the PRC for the six months ended 30 June 2013 decreased by
11.5% to HK$138,000. In Taiwan, average sales per store decreased by
25.7% to HK$136,000 for the six months ended 30 June 2013.

Research and Development

The Group attaches importance to research and development which
allows it to maintain its competitive edge by continuously improving

the quality of its existing products and developing new products. The
Group has been collaborating with overseas skin-care companies on
technological development. The biotechnology materials the Group uses
for its NB products are imported from Europe, Japan and Australia.

The Group’s research and development team comprises a humber

of overseas consultants with experience and expertise in cosmetics,
medicine, pharmacy and bio-chemistry. NB’s products are constantly
enhanced and modified by the application of new ingredients developed
by the team. The Group consistently creates high-quality beauty and
skin care products by drawing on Dr. Tsai’s more than 40 years of
industry experience and rich knowledge and the different expertise and
experiences of the experts whom the Group collaborates with on product
development. NB principally uses natural ingredients to manufacture
products and adopts special formulae to cater to the specific needs

of women with delicate skin. NB 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. The stem cell technology is patented in
the United States to protect the uniqueness of the NB-1 products.

14 Natural Beauty Bio-Technology Limited Interim Report 2013

£ 7% B BE ()

7 8H R B ()
RBEZZE-=Z=F~"A=Z1+BLAEA &
BEH 2P HEEERBEE S —=-F~A8
=+ HIEANERZ161,0008 THEBHE=-Z
— = XNA=1+H1EX@EA =2138,00058 T °
RBEZZE-—=Z=F~"A=1+HLAEA &
BAESEEH 2 FHEEERD115%E
138,000 T - REBEZE=ZZE—=F~A=1+8H
IERBERA AESEEH 2 FHIHEEREIR
425.7% % 136,000 8 7T °

Bt 9% & B 2

FEERMERNAERME  FERERFE
Z2URENERAEERNERERMABRTE
meAEE-—HEBHNEERQITDSIENE
HEM - AEERARETERAZERZEY
MEDBETDREMN  BARBRMNGIE K&
BeMEkABEBRORSEAELHRR &
B . ZAREPCLELBESENZ 2B
BRI AR o A KB E B E R BB 23K
PTAEHRARBREREZER BEHEEL
REABEIOFZLELRREBHNE -
TEAEEBHICFHBERZERMAR
REFHEXAMRER  NEBEEEHR
BREEXAREBEMm BRAXEMIER
RRXARRD UHRAEHNERS DELME
BNENEHER - BRAXERUHNES
REFRAE BWREFA -

BRAZEASEARBARMREEZER
MESETEHE HERARENBIERRD
REMER X8 NBREBER - BR
ENB-1EmMNBRHMT  RMAREZENEHA
RBMRNERE-



Management Discussion and Analysis
EEENWR DN

BUSINESS REVIEW (continued)

New Products

The Group’s flagship NB-1 product family includes the anti-aging NB-1
series, NB-1 whitening series, NB-1 anti-allergy and NB-1 pore refining
series. During the six months ended 30 June 2013, nearly 200,000 sets/
bottles (221,000 sets/bottles for the six months ended 30 June 2012)

of NB-1 family products were sold with turnover amounting to HK$76.7
million (HK$93.1 million for the six months ended 30 June 2012), which
accounted for more than one-third of the Group’s total product sales
recorded for the six months ended 30 June 2013.

Human Resources

As at 30 June 2013, the Group had a total of 718 employees, of whom
596 were based in the PRC, 116 in Taiwan and 6 in other countries and
regions. Total remuneration (excluding directors’ emoluments) during
the six months ended 30 June 2013 was approximately HK$66.4 million
(HK$72.3 million for the six months ended 30 June 2012), including
retirement benefit related costs of HK$9.4 million (HK$8.7 million for

the six months ended 30 June 2012) and stock option expenses of
HK$0.6 million (HK$14.0 million for the six months ended 30 June 2012).
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 their training and development. Professional training courses are
offered to beauticians employed by the Group and to franchisees on a
regular basis.

All remaining share options granted on 4 April 2011 were cancelled or
lapsed during the period under review while the Group granted new stock
options to certain key employees per announcement dated 8 April 2013
to subscribe for a maximum of 74,478,151 shares which will be vested in
a ratio of 40%, 20%, 20% and 20% over a four-year period commencing
from the date falling on publication of the audited financial results of the
Group for the financial year 2014 and subject to the grantees achieving
certain performance targets. This resulted in HK$0.6 million of stock
option expense for the six months ended 30 June 2013 (HK$14.0 million
for the six months ended 30 June 2012).

¥ 7% B B |
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BUSINESS REVIEW (continued)

Capital Expenditures

The Group’s major capital expenditure of HK$7.9 million during the six
months ended 30 June 2013 which was mainly related to the upgrades
of the IT infrastructure amounted to HK$3.9 million, and renovation of its
franchised spas amounted to HK$3.0 million.

OUTLOOK

After the 18th National People’s Congress of the Chinese Communist
Party, the government’s plan for urbanization and household income
growth should continue to fuel the long-term growth of China’s domestic
consumption. This development will be favourable to the consumer
market. However, the results of the policy are uncertain in the short term.

In view of the escalating rental and labor costs in China, we will continue
to pursue a prudent growth strategy and implement the following
strategies so as to proactively strengthen our position as a leading skin
care brand and spa operator in the Greater China Region.

- We will strengthen the training for our franchisees and focus on
increasing the productivity of our existing franchisees so that they will
develop into our major growth driver in the near term.

- We will enhance our operational efficiency by streamlining our
organisational structure, implementing a more integrated go-to-

market process and improving our cost-control measures.

- We will focus our marketing and promotional efforts on enabling a
higher sell-through by our franchisees.
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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, the
remuneration committee and nomination committee with defined terms
of reference which are of no less exacting terms than those set out in
the Corporate Governance Code and Corporate Governance Report (the
“Code on Corporate Governance”) as set out in Appendix 14 to the Listing
Rules. These committees are chaired by non-executive directors.

Audit Committee and Review of Interim Financial
Statements

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 2013 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. The unaudited condensed consolidated
interim financial statements of the Group for the six months ended 30
June 2013 has also been reviewed by Deloitte Touche Tohmatsu, the
auditor of the Company, in accordance with Hong Kong Standard on
Review Engagements 2410, “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity”, whose review report
is disclosed on pages 28 to 29 of this interim report.

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.

Nomination Committee

The nomination committee has adopted terms of reference which are
in line with code provisions of the Code on Corporate Governance.
The Nomination Committee is responsible for, including but not limited
to, reviewing the structure, size and composition of the Board and
make recommendation to the Board on selection of candidates for
directorships.
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Corporate Governance
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CORPORATE GOVERNANCE (continued)
Compliance with the Code on Corporate Governance

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 contained in Appendix 14 of the Listing Rules for the period
ended 30 June 2013, except for the following deviations:

Code provision A.4.1

This code provision stipulates that non-executive directors should be
appointed for a specific term, subject to re-election. Mr. Patrick Thomas
SIEWERT, Ms. NG Shieu Yeing Christina, Ms. FENG Janine Junyuan, Mr.
POON Yee Man Alwin, each a non-executive director of the Company, did
not enter into service contracts with the Company as they are employees
of Carlyle Asia Investment Advisors Limited, an entity established in Hong
Kong. Carlyle Asia Investment Advisors Limited has offices in Hong Kong,
Mumbai, Seoul, Beijing, Shanghai, Singapore and Sydney. Carlyle Asia
Investment Advisors Limited acts as the Asian investment advisor to
various Asian focused investment funds managed by The Carlyle Group.

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 had other overseas commitments and
was unable to be present at the Company’s 2013 annual general meeting
held on 10 May 2013. The Board had arranged for Mr. Patrick Thomas
Siewert, the Vice-Chairman of the Company and the Chairman 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-Mei 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
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PURCHASE, SALE OR REDEMPTION OF THE
LISTED SECURITIES OF THE COMPANY

During the six months ended 30 June 2013, 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.

INTERIM DIVIDEND

The Board has resolved to recommend the payment of an interim dividend
of HK1.0 cents per share (2012: interim dividend of HK2.0 cents per
share). The interim dividend will be distributed on or around 19 November
2013 to shareholders whose names appear on the register of members of
the Company as at the close of business on 11 October 2018.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed from 10 October
2013 to 11 October 2013, both days inclusive. In order to qualify for the
interim dividend, all transfer documents should be lodged for registration
with the Company’s Hong Kong branch share registrar, Hong Kong
Registrars Limited at Shops 1712-1716, 17/F., Hopewell Centre, 183
Queen’s Road East, Hong Kong not later than 4:30 p.m. on 9 October
2013.

DIRECTORS’ SERVICE CONTRACTS

The directors’ service contracts entered into between the Company and
each of Dr. TSAI Yen-Yu, Mr. LEE Ming-Ta and Dr. SU Chien-Cheng
expired on 31 December 2011 and were renewed with the same terms
for another three years from 1 January 2012 to 31 December 2014 with
an initial annual remuneration of HK$1,000,000, nominal HK$1 and
HK$1,250,000 respectively. The Directors’ service contract entered

into between the Company and Dr. SU Sh-Hsyu was terminated on

31 December 2011 and was renewed for three years from 1 January
2012 to 31 December 2014 with an initial annual remuneration of
HK$1,250,000. Dr. SU Sh-Hsyu was redesignated as a Non-Executive
Director on 7 February 2013. By mutual agreement between the Company
and Dr. SU Sh-Hsyu, the existing director service contract of Dr. SU Sh-
Hsyu will remain unchanged until its expiry date on 31 December 2014,
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, expired on 31 January 2013 and were renewed
for another three years with the same terms commencing on 1 February
2018.
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DIRECTORS’ SERVICE CONTRACTS (continued)

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 contract entered into between the Company and
each of Mr. Patrick Thomas SIEWERT, Ms. FENG Janice Junyuan, Ms. NG

Shieu Yeing Christina and Mr. POON Yee Man Alwin.

The initial annual remuneration pursuant to such service contracts are

summarised as follows:

EERBEE Y
SERBEANTREA— P EY SR — 3

—EERMNEEBEAL-

ARARAYEEBEEEE - BETLL R
EEZLIRBRAXELERSBIIRBEL -

T

Annual

increment on

REZERBEN AT FEMBLN

Annual director fee Discretionary
Director type director fee ExHe bonus
Name of Director EENR EZEA FEEEHS FEEIRE BT A
Dr. TSAI Yen-Yu BEHRIEL ED $1,000,0007T Note (a) Fft & (a) Note (b) Hff 5% (b)
Mr. LEE Ming-Ta THELE ED $17t  Note (a) M zF(a)  Note (b) Bt & (b)
Dr. SU Chien-Cheng HEsEt ED $1,250,000t  Note (a) ff&¥(a)  Note (b) K &F(b)
Dr. SU Sh-Hsyu EapfEt NED $1,250,0007 Note (a) Kf &% (a) Note (b) Hff &% (b)
(Note (¢)
HiEE(c)
Mr. Francis GOUTENMACHER  Francis GOUTENMACHER % & INED $240,0007T N/ATE A N/AFE A
Ms. Su-Mei THOMPSON AZREZt INED $240,0007¢ N/ATE R N/AF ¥ A
Mr. CHEN Ruey-Long BRIn0E £ & INED $240,0007¢ N/ATE R N/AF ¥ A
Mr. YANG Tze-Kaing BFIx4E INED $240,0007¢ N/ATE R N/AF ¥ A
Total @t $4,460,0017¢
ED: Executive Director ED:#TESE
NED: Non-Executive Director NED : FHITES
INED: Independent Non-Executive Director INED : B ¥HITES

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 a 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.

(c) Dr. SU Sh-Hsyu was redesignated as a Non-Executive Director on 7 February 2013.

By mutual agreement between the Company and Dr. SU Sh-Hsyu, the existing

director service contract of Dr. SU Sh-Hsyu will remain unchanged until its expiry

date on 31 December 2014.
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Other Information
Hib&E R

DIRECTORS’ SERVICE CONTRACTS (continued)

No director bonus was proposed or 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.

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS IN SHARES

As at 30 June 2013, 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 (“SFQ”), 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

EERBEN@
AAHE AAFEERERAR LA ES
AL

BREXEEEN BESHMETLEMLAE
BATR-—FRRVHECREETHER
SN TFURIEZRERBRBEELN -

EENRETETHAERKR D
X
RZEBE-=FEXA=1+H ES FETK
AERBECHBALRALIRLBH X
EzRGH HERORESP BELERL
BRADARBIESZRBEMRG(ESH K H
ExpDEBKEEEZ2ETH BB L
TRAMBE LT ATNESETESRGNE
EFA((ZEFANERTANEERQAARE
Rz EFZNMT :

RELARGREREBRGZHR

Ordinary shares ZiER
% of the issued share

Number of capital of the Company
Director Nature of interest ordinary shares g NN
=) EEME ZERH™A ERITREABS
Dr. TSAI Yen-Yu O Interest of controlled companies 1,314,030,000 65.63%
EREBLO SZEALAER
Mr. LEE Ming-Ta @ Interest of spouse 1,314,030,000 65.63%
ZHHELE® BREER
Dr. SU Chien-Cheng © Deemed interest 1,314,030,000 65.63%
HEABLO REkR
Dr. SU Sh-Hsyu @ Deemed interest 1,314,030,000 65.63%
BHaBEELo REkR

Options

o IR HE

No. of shares/

underlying % of the issued share

shares held capital of the Company

Chief Executive Nature of interest FRER®G L N
FETHAEB ERMtE HERAEE ERTREATDE
Ms. CHANG Karen Yi Fen @ Beneficial owner 38,039,918 1.9%

RIEF L BEEEEA
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DIRECTORS’ AND CHIEF EXECUTIVE
INTERESTS IN SHARES (continued)

Long positions in shares and underlying shares of the
Company (Continued)
Notes:

M

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. TSAI 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 Yen-Yu.

Mr. LEE Ming-Ta is the spouse of Dr. TSAI 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.

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.

An option to subscribe for up to an aggregate maximum of 38,039,918 ordinary
shares of the Company was granted to Ms. CHANG Karen Yi Fen as per the
Company’s announcement dated 8 April 2013 subject to shareholders’ approval.
The options to Ms. CHANG was approved by shareholders at the annual general
meeting held on 10 May 2013. Details of the option are stated in the section “Share
options” below.

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 2013.

22

Natural Beauty Bio-Technology Limited Interim Report 2013

EERTETHRAERRKRD
2 FE &
REATRORHEERG 2T A @

M &

M

% 7 % 18 L B # % B Next Focus Holdings Limited
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Standard Cosmos Limited B M BE R EB Lt 2 F
2 435 B - | It » Standard Cosmos Limited f& {4 2
1,314,030,000 R K AR R AT B R EHREBL

THELEABRREIBLI2EB REZFHR
HERAE36KE ZHELERMBPRENSE
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SHARE OPTIONS IR

Particulars of the Company’s share option scheme are setoutinnote 26 AA T ZAREXEHENRNEAQATHE-Z
to the annual report of the Company for the year ended 31 December —ZE+ A=+ -—HBLEFEZFHHEE
2012. 26 °

The following table discloses movement in the Company’s share options TRWEXRDNIDARENBRAZEEGFN
during the period:

Lapsed/
Outstanding forfeited Outstanding
at 1.1.2013 Granted during the Cancelled  at 30.6.2013
Vesting  Exercise Exercise RZIZE-=f during the period duringthe R-E-Zf
Option Type Date of Grant Period  period Price -A-1H period  EIR%LN/ period A~AZ=TH
AREEF RUAH FRE RS kR i &7 HRRL Rl Ha# &7
2011 option 4 April 2011 dyears 4 April 2012 to HK$1.90 4,564,788 - (1,201,261) (3,363,527 -
3 April 2021
ZE--FRRE  ZE--F  4E ZE-ZF 1.90% 7
AWmA AMAZ
—E--F
A=H
2013 Option (CEQ) 10May 2013 4years 10 May 2022 to HK$0.99 - 38,039,918 - - 38,039,918
9 May 2023
“E-ZERRE  ZE-Z= 4% —%-C 09978 1t
(ER®TE) TATH LAtHE
—EC-=
TANA
2013 Option 19 April 2013 4years 19 April 2022 to HK$0.99 - 35,236,972 (1,201,261) - 34,035,711
(Other employees) 18 April 2023
“E-ZEIRE  ZE-Z= 4% —%-C 09978 7t
(EftEB) MA+AA mMA+HAEEZE
—E-=
At+NR
Total 4,564,788 73,276,890 (2,402,522) (3,363,527) 72,075,629

@i
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SHARE OPTIONS (Continued)

2011 option

All remaining options granted on 4 April 2011 were cancelled or lapsed
during the period.

2013 Option
The 2013 options (“Options”) were granted in accordance with the
announcement of the Company dated 8 April 2013.

Options to subscribe 38,039,918 ordinary shares of the Company

were granted to Ms. CHANG Karen Yi Fen, chief executive officer of

the Company as per the Company’s announcement dated 8 April 2013
subject to shareholders’ approval. The Options to Ms. CHANG was
approved by shareholders at the annual general meeting held on 10 May
2013. The offer letters to other employees relating to the Options were
issued on 19 April 2013.

The Options will vest over 4 years commencing from the date falling on
the publication of the audited financial results of the Group for the financial
year 2014 (“First Year”) at the rate of up to a maximum of 40% for the First
Year and up to a maximum of 20% for each of the following three years,
subject to (i) the achievement of the performance targets for each financial
year as determined by the Board at its sole discretion, and (i) the Option
holder remaining as an Eligible Person (as defined in the share option
scheme of the Company) at the time of each vesting of the Options.

All vested Options may be exercised by the Option holder prior to the
expiry of 10 years from the date of grant of the Options and at the earlier
of:

a) the 9-year anniversary of the date of grant of the Options; and

b) the occurrence of a change in control of the Company.

In the case that a change in control occurs prior to the vesting of all the
Options, the Board shall have full discretions on the vesting and exercise
of such unvested Options.

Any failure to exercise any vested Option prior to the expiry of 10 years
from the date of grant of the Options shall be deemed to be a waiver of

the right to exercise such Options and such Options shall not be capable
of being exercised after expiry of the 10-year period.
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SHARE OPTIONS (Continued)

The Company’s right to buy back the Options or the
Option shares

Upon the occurrence of a change in control of the Company, the
Company may, in its absolute discretion, purchase any unexercised
Options or any Option shares at such time held by the Option holder and
the Option holder shall sell to the Company such unexercised Options or
Option Shares, at the following price:

- in the case of unexercised Options, the price offered by the offeror in
the general offer minus the subscription price of the Option; and

- in the case of Option shares, the price offered by the offeror in the
general offer.

ARRANGEMENTS TO PURCHASE SHARES
OR DEBENTURES

At no time during the period was the Company, its holding companies, or
any of its subsidiaries or fellow 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.

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2013, 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.

o IR FE )

AP BEARERIABRER G 2 &
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Long position in shares and underlying shares of the REAQXTAROGREBRG2H R
Company

Ordinary shares of HK$0.10 each of the Company KRG EREBEOI1I0BT 2 ZEIK

Number of
ordinary shares

Percentage
of the issued
share capital of

beneficially held the Company

Name of substantial shareholder Notes  Nature of interest BERBEE GHELFBRT

TERREE /BB M BEUHE EBREE N g

Efficient Market Investments Limited Beneficial owner 838,530,000 41.88%
BEEBEBA

Adventa Group Limited Beneficial owner 236,580,000 11.82%
EHRERA

Fortune Bright Group Limited Beneficial owner 236,580,000 11.82%
EHERA

Starsign International Limited 1 Interest of controlled companies 1,314,030,000 65.63%
SRHNATER

Next Focus Holdings Limited 2 Interest of controlled companies 1,314,030,000 65.63%
ZEFEAFER

CA NB Limited 3 Interest of controlled companies 1,314,030,000 65.63%
REFHARER

Carlyle Asia Partners Ill, L.P. 3 Interest of controlled companies 1,314,030,000 65.63%
REFHARER

Keywise Capital Management (HK) Limited Investment manager 112,180,000 5.6%

dEEREER(BER)ERLF REKE

Orchid Asia V, L.P. 4 Beneficial owner 142,750,650 7.13%
EHERA

OAV Holdings L.P. 4 Interest of controlled companies 142,750,650 7.13%
SRHNATER

Orchid Asia V GP, Limited 4 Interest of controlled companies 142,750,650 7.13%
ZEFEAFER

Orchid Asia V Group Management, Limited 4 Interest of controlled companies 142,750,650 7.13%
REFEARER

Orchid Asia V Group Limited 4 Interest of controlled companies 142,750,650 7.13%
REFARER

Areo Holdings Limited 4 Interest of controlled companies 144,075,000 7.20%
ZEHARES

LI Gabriel 4 Interest of controlled companies 144,075,000 7.20%

TEE REHNATES

LAM Lai Ming 4 Interest of controlled companies 144,075,000 7.20%

HE® SEHDAER

JPMorgan Chase & Co. 5  Beneficial owner & custodian corporation/ 104,741,600 5.23%

approved lending agent

EERBEARFAELA/RUESRE
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SUBSTANTIAL SHAREHOLDERS (continued)

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

(8)  Carlyle Asia Partners lll, 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)  Areo Holdings Limited is the sole shareholder of Orchid Asia V Co-Investment,
Limited and Orchid Asia V Group Limited. Orchid Asia V Group Limited is the sole
shareholder of Orchid Asia V Group Management, Limited, which, in turn, is the sole
shareholder of Orchid Asia V GP, Limited, which, in turn, is the sole shareholder
of OAV Holdings L.P., which, in turn, is the sole shareholder of Orchid Asia V,

L.P. Orchid Asia V, L.P. and Orchid Asia V Co-Investment, Limited directly held
142,750,650 (approximately 7.13%) and 1,324,350 (approximately 0.07%) of the
shares of the Company, respectively. Areo Holdings Limited is beneficially owned
by LI Gabriel and LAM Lai Ming. LAM Lai Ming is the spouse of LI Gabriel.

(5)  JPMorgan Chase & Co. beneficially owned 44,691,600 shares of the Company
and held 60,050,000 shares of the Company as a custodian corporation/approved
lending agent.

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 20183.

FTERR@
REATDROREBRG ZHE E)

KN E]EFREEO. 108 T 2 Z 18 IR (&)

(1) Starsign International Limited £ Standard Cosmos
Limited 2 M — & 3 » 1 Standard Cosmos Limited
A Efficient Market Investments Limited * Adventa
Group Limited & Fortune Bright Group Limited 2
M — AR 3 o [ It - F Efficient Market Investments
Limited +Adventa Group Limited & Fortune Bright
Group Limited % B & 2 1,311,690,000 g 4% 23
7] B 18 & F Standard Cosmos Limited E #3158 =2
2,340,000 B 7 2 7] & 19 (& #£1,314,030,000 &
7R A B B 47) A §8 7 Standard Cosmos Limited &
Starsign International Limited ©

(2)  Next Focus Holdings Limited B 3% # & Starsign
International Limited 50% #& & » & It » Starsign
International Limited #E 5 #& # 2 1,314,030,000 B&
7R B % 19 7T 8 7 Next Focus Holdings Limited ©

(8)  Carlyle Asia Partners Ill, L.P. & CA North Beach
Limited 2 M — & &R » T CA North Beach Limited
# CA NB Limited 2 M — B 3R o CA NB Limited B
% ¥ £ Starsign International Limited 50% #& %5
It » Starsign International Limited # & # %%
2.1,314,030,000 fix A= 2 &) BR 0 7] 5% 5 CA NB
Limited + CA North Beach Limited & Carlyle Asia
Partners lll, L.P.

(4)  Areo Holdings Limited&Orchid Asia V Co-Investment,
Limited & Orchid Asia V Group Limited 2 M — &
B ° Orchid Asia V Group Limited & Orchid Asia V
Group Management, Limitedz M — )& 3 » M Orchid
Asia V Group Management, Limited % Orchid Asia
V GP, Limited z # — B& 3 » i1 Orchid Asia V GP,
Limited & OAV Holdings L.P. 2 ff — jg 3 » 1 OAV
Holdings L.P. % Orchid Asia V, L.P. 2 ff — R 3R ©
Orchid Asia V, L.P. & Orchid Asia V Co-Investment,
Limited 7 5l B #3585 142,750,650 % (#97.13%)
% 1,324,350 8% (£90.07%) 78 x B & 13 © Areo
Holdings Limited H ZE & kK MEBEHHES °
MEBHEAETEEZ BB -

(5)  JPMorgan Chase & Co. & # # & 44,691,600 i& 7
DERM EURXEQAT RUBFREZHH
5 860,050,000 f& A& 2~ B B 17 ©

BRExHEz2 R RZF—=
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Report on Review of Condensed Consolidated Financial Statements

F*HH%?A B HRREFR RS

Deloitte.
=2

TO THE BOARD OF DIRECTORS OF
NATURAL BEAUTY BIO-TECHNOLOGY LIMITED
(incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the condensed consolidated financial statements

of Natural Beauty Bio-Technology Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages 30
to 48, which comprise the condensed consolidated statement of financial
position as of 30 June 2013 and the related condensed consolidated
statement of profit or loss and other comprehensive income, statement of
changes in equity and statement of cash flows for the six-month period
then ended, and certain explanatory notes. The Main Board Listing Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of a report on interim financial information
to be in compliance with the relevant provisions thereof and Hong Kong
Accounting Standard 34 “Interim Financial Reporting” (“HKAS 34”) issued
by the Hong Kong Institute of Certified Public Accountants. The directors
of the Company are responsible for the preparation and presentation

of these condensed consolidated financial statements in accordance
with HKAS 34. Our responsibility is to express a conclusion on these
condensed consolidated financial statements based on our review, and
to report our conclusion solely to you, as a body, in accordance with

our agreed terms of engagement, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person for
the contents of this report.

Scope of review

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the

Hong Kong Institute of Certified Public Accountants. A review of these
condensed consolidated financial statements consists of making inquiries,
primarily of persons responsible for financial and accounting matters, and
applying analytical and other review procedures. A review is substantially
less in scope than an audit conducted in accordance with Hong Kong
Standards on Auditing and consequently does not enable us to obtain
assurance that we would become aware of all significant matters that
might be identified in an audit. Accordingly, we do not express an audit
opinion.
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Report on Review of Condensed Consolidated Financial Statements

ERGRESYBRREARS

Conclusion

Based on our review, nothing has come to our attention that causes us
to believe that the condensed consolidated financial statements are not
prepared, in all material respects, in accordance with HKAS 34.

Without qualifying our review conclusion, we draw attention to the fact
that the comparative condensed consolidated statement of profit or loss
and other comprehensive income, statement of changes in equity and
statement of cash flows for the six-month period ended 30 June 2012 and
the relevant explanatory notes included in these condensed consolidated
financial statements have not been reviewed in accordance with Hong
Kong Standard on Review Engagements 2410 “Review of Interim
Financial Information Performed by the Independent Auditor of the Entity”.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

16 August 2013
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Condensed Consolidated Statement of Profit or Loss
and Other Comprehensive Income

ARG e R REAMEZEBER

For the six months ended 30 June 2013

BE-—Z—=XA=tRHLt~@EA

Six months ended 30 June
ANB=ZTHLEKER

2013 2012
—E-=F —E—-CF
HK$’000 HK$’000
FERT FE T
NOTES (unaudited) (unaudited)
Mt 5 (R&HE &) (REFER)
Revenue WA 4 203,599 250,925
Cost of sales HERAE (49,108) (46,869)
Gross profit E A 154,491 204,056
Other income H fth U 2= 12,631 13,729
Distribution and selling expenses DTHEREEER (85,997) (88,526)
Administrative expenses THEX (38,911) (48,788)
Other expenses Hibx (5,615) (2,865)
Profit before tax RR B A& R 36,599 77,606
Income tax expense FriEBHEX 5 (441) (27,576)
Profit for the period R E R 6 36,158 50,030
Other comprehensive income HttzmEm WKz (X H):
(expense):
ltems that will not be reclassified TEEFIEEBERZ
to profit or loss: EA:
Loss on remeasurement of net ENGEEHEEANER
defined benefit liability FHEAEER (3,466) -
ltems that may be subsequently HeggeEgaHmsEEsEER
reclassified to profit or loss: ZIEAB:
Exchange differences arising on BEEECELEZRE
translation 6,629 3,331
Total comprehensive income for the B g 2 T Y 35 42 58
period 39,321 53,361
Profit (loss) for the period attributable to: LA T A =+ FE4G B ;& R (B548) ¢
Owners of the Company AKQAEBA 36,161 50,190
Non-controlling interests FERER (3) (160)
36,158 50,030
Total comprehensive income (expense) U T A £ FE{E 2 @K
attributable to: (ZH) @ %
Owners of the Company FNUNESTE RSN 39,328 53,519
Non-controlling interests FERER (7) (158)
39,321 53,361
Earnings per share BREF 8
Basic HAK HK1.81 centsifll | HK2.51 centsi{l
Diluted s HK1.81 centsi&1ll HK2.51 centsi&1ll
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Condensed Consolidated Statement of Financial Position

GRS M BIR R ERE

At 30 June 2013
R-ZE—=F<A=+1H

At 30 June At 31 December
2013 2012
i A
—B—=F —_E-_-F
~NBE=1H +=—BA=+—H
HK$’000 HK$'000
FEx FET
NOTES (unaudited) (audited)
M & (K& HER) (&2 %)
Non-current assets ERBEE
Investment properties REWE 5,784 5,962
Property, plant and equipment ME -BRENRSKRE 9 262,819 272,762
Prepaid lease payments BERtTHwHEER 9,513 9,465
Goodwill HE 28,138 27,643
Deposit paid for acquisition of WELHERAEE SRS
land use right 10 12,566 12,303
Available-for-sale investments AHEERE - -
Deferred tax assets EIEHRIBEBEE - 684
318,820 328,819
Current assets REEE
Inventories 78 68,066 67,427
Trade and other receivables B RHMEWER 11 61,792 55,071
Prepaid lease payments BERLT#HBAER 309 302
Bank balances and cash BITEERERS 463,075 432,441
593,242 555,241
Current liabilities REAE
Trade and other payables BESRHEMEMSER 12 106,722 115,327
Deferred income IE %€ U = 7,484 5,927
Taxation payable FEASFiE 2,042 4,704
116,248 125,958
Net current assets RBEEFE 476,994 429,283
Total assets less current liabilites #EERABAE 795,814 758,102
Non-current liabilities kRBERE
Retirement benefit obligations RARBEAEMR 13,271 10,106
Deferred taxation liabilities EEHEARB 233 -
13,504 10,106
782,310 747,996
Capital and reserves B A K & 5
Share capital g R 13 200,210 200,210
Reserves % 1% 582,294 547,973
Equity attributable to owners ofthe &R T HEE A EEE R
Company 782,504 748,183
Non-controlling interests FERER (194) (187)
Total equity MR
782,310 747,996
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Condensed Consolidated Statement of Changes in Equity

BRGS R TR

For the six months ended 30 June 2013
BE-ZE—=X"B=+HL~EA

Attributable to owners of the Company

ALARENER

Translation

reserve
ERfE
HK$'000

TR

Retained
profits
REER
HK$'000
T

Total

B FERES

HK8'000
TERL

Total
e

iR

HK$'000
TERL

At 1 January 2012 (audited)

Exchange differences arising from

translation
Profit (loss) for the period

Total comprehensive income
(expense) for the period

Recognition of equity-settled
share-based payments

Dividends recognised as distribution

(note 7)

At 30 June 2012 (unaudited)

Exchange differences arising from

translation
Profit for the period

Total comprehensive income for the period
Reversal of equity-settled share-based

payments
Acquisition of additional
interest in a subsidiary
Transfers

Dividends recognised as distribution

(note 7)

At 31 December 2012 (audited)

Exchange differences arising from

translation
Loss on remeasurement of
net defined benefit liability
Profit loss) for the period

Total comprehensive income
(expense) for the period

Reversal of equity-settled share-hased

payments

Gancellation of unvested share options
Transfer upon cancellation of share options
Dividends recognised as distribution

(note 7)
At 30 June 2013 (unaudited)
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RZE-ZF-f-H
(&EH)

BEEEZEREE

KHAmEA (58)
AHEREREG)

3

EARARRETRANH

BRAMKZRA
(H3E7)

RZB-Z5RAZ1H
(REE7)

BEREZEREE
KRR

AHERANREAE
BERARREERONH

WENBLTRNER

L
BRADRZRA
(B7)

REZ-ZF127
=t-R(EEHR)

BEELVENER

B BERRNENFE
fEER

AHBEN (58

ABERARE (XL
BE

BEORTERESRAMH

HEABEANE

HERERES

BRADRZRA
(&)

RZE-ZE5xA=1H
(K&K

119,923

196,978

788,004

788,185

3,329

50,190

3329
50,190

3,331
50,030

3,329

50,190

53,519

53,361

(100,105)

13,952

(100,105)

13,952

(100,105)

123,252

147,063

755,370

755,393

5,760

69,078

5,760
69,078

5,763
69,078

5,760

69,078

(6,321)

(40,042)

74,838

(41,989)

(40,042)

74841
(41,989)

(213)

(40,042)

129,012

169,778

748,183

747,996

6,633

(3,466)
36,161

6,633

(3,466)
36,161

6,629

(3,466)
36,158

32,69

39,328

39,321

2,483

(5,606)

(320)
919

(5,606)

(320)
919

(5,606)

135,645

199,350

782,504

782,310




Condensed Consolidated Statement of Cash Flows

FRGRERERER

For the six months ended 30 June 2013
BEZZ-=FXA=1+B1L~EA

Six months ended

30 June
NA=+HIEAEA
2013 2012
—E—=F —E—-—F
HK$’000 HK$’'000
FEx FET
NOTE (unaudited) (unaudited)
M & (R HER) (REER)
OPERATING ACTIVITIES REEH
Cash generated from operations KEEBEEZRES 14 32,504 52,412
Income taxes paid EfAERHE (934) (30,762)
NET CASH FROM OPERATING ACTIVITIES K& ZEZHMERELFE 31,570 21,650
INVESTING ACTIVITIES RETETH
Purchase of property, plant and equipment BEYX -BEKX
B (7,823) (21,253)
Withdrawal of pledged bank deposit ERERRTER = 443
Proceeds from disposal of property, plant HEVME BER
and equipment BB MIE - 3,759
Interest received B W F E 3,974 3,765
NET CASH USED IN INVESTING ACTIVITIES BREZFSHMABR S HE (3,849) (18,286)
NET CASH USED IN FINANCING ACTIVITIES m&ZEffARE EE
Dividends paid 2K & = (100,105)
NET INCREASE (DECREASE) INCASHAND B e REEZEY
CASH EQUIVALENTS MmO L) FE 27,721 (91,741)
CASH AND CASH EQUIVALENTS AT R—A—HAZRER
1 JANUARY ReZEEY 432,441 558,292
EFFECT OF FOREIGN EXCHANGE RATE fEXEH
CHANGES 2,913 1,705
CASH AND CASH EQUIVALENTS AT RAB=+HBZH&
30 JUNE, represented by bank balances ERESZEEY
and cash (BROTEERES) 463,075 468,256
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Notes to the Condensed Consolidated Financial Statements

HEE Ry e S

For the six months ended 30 June 2013
BEZZ-=FXA=1+B1L~EA

1. BASIS OF PREPARATION

The condensed consolidated financial statements have been
prepared in accordance with Hong Kong Accounting Standard

34 (HKAS 34) Interim Financial Reporting issued by the Hong

Kong Institute of Certified Public Accountants as well as with the
applicable disclosure requirements of Appendix 16 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”).

2. SIGNIFICANT ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis except for investment
properties, which are measured at fair values.

Except as described below, the accounting policies and methods
of computation used in the condensed consolidated financial
statements for the six months ended 30 June 2013 are the same
as those followed in the preparation of the Group’s annual financial
statements for the year ended 31 December 2012.

In the current interim period, the Group has applied, for the first
time, the following new or revised Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”) that are relevant for the preparation
of the Group’s condensed consolidated financial statements:

HKFRS 10 Consolidated Financial Statements
HKFRS 11 Joint Arrangements
HKFRS 12 Disclosure of Interests in Other Entities

Amendments to HKFRS 10, Consolidated Financial Statements,
HKFRS 11 and HKFRS 12 Joint Arrangements and Disclosure
of Interest in Other Entities:
Transition Guidance

HKFRS 13 Fair Value Measurement
HKAS 19 Employee Benefits
(as revised in 2011)
HKAS 28 Investments in Associates and
(as revised in 2011) Joint Ventures
Amendments to HKAS 1 Presentation of Items of Other

Comprehensive Income
Amendments to HKFRSs Annual Improvements to

HKFRSs 2009-2011 Cycle
HK(IFRIC) — Int 20 Stripping Costs in the Production

Phase of a Surface Mine
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Notes to the Condensed Consolidated Financial Statements
BRGANEREMS

For the six months ended 30 June 2013
BE-Z-=H6X"A=1+HLXEA

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)
HKFRS 13 Fair Value Measurement

The Group has applied HKFRS 13 for the first time in the current
interim period. HKFRS 13 establishes a single source of guidance
for, and disclosures about, fair value measurements, and replaces
those requirements previously included in various HKFRSs.
Consequential amendments have been made to HKAS 34 to
require certain disclosures to be made in the interim condensed
consolidated financial statements.

The scope of HKFRS 13 is broad, and applies to both financial
instrument items and non-financial instrument items for which other
HKFRSs require or permit fair value measurements and disclosures
about fair value measurements, subject to a few exceptions.
HKFRS 13 contains a new definition for ‘fair value’ and defines fair
value as the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction in the principal (or most
advantageous) market at the measurement date under current
market conditions. Fair value under HKFRS 13 is an exit price
regardless of whether that price is directly observable or estimated
using another valuation technique. Also, HKFRS 13 includes
extensive disclosure requirements.

In accordance with the transitional provisions of HKFRS 13, the
Group has applied the new fair value measurement and disclosure
requirements prospectively. These changes have had no material
impact to the disclosure of the condensed consolidated financial
statements.
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Notes to the Condensed Consolidated Financial Statements
GLEE SR LN

For the six months ended 30 June 2013
BE-Z-=H6X"A=1+HLXEA

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)
HKAS 19 Employee Benefits (as revised in 2011)

In the current interim period, the Group has applied HKAS 19
Employee Benefits (as revised in 2011) and the related consequential
amendments for the first time.

HKAS 19 (as revised in 2011) changes the accounting for defined
benefit plans and termination benefits. The most significant change
relates to the accounting for changes in defined benefit obligations
and plan assets. The amendments require the recognition of
changes in defined benefit obligations and in the fair value of plan
assets when they occur, and hence eliminate the ‘corridor approach’
permitted under the previous version of HKAS 19 and accelerate
the recognition of past service costs. All actuarial gains and losses
are recognised immediately through other comprehensive income

in order for the net pension asset or liability recognised in the
consolidated statement of financial position to reflect the full value
of the plan deficit or surplus. Furthermore, the interest cost and
expected return on plan assets used in the previous version of HKAS
19 are replaced with a ‘net interest’ amount under HKAS 19 (as
revised in 2011), which is calculated by applying the discount rate to
the net defined benefit liability or asset. These changes have had no
material impact on the amounts recognised in profit or loss and other
comprehensive income in prior years. Accordingly, the Group has
not restated the comparative amounts on retrospective basis.

Amendments to HKAS 1 Presentation of Items of
Other Comprehensive Income

The amendments to HKAS 1 introduce new terminology for
statement of comprehensive income and income statement. Under
the amendments to HKAS 1, a statement of comprehensive income
is renamed as a statement of profit or loss and other comprehensive
income and an income statement is renamed as a statement of profit
or loss. The amendments to HKAS 1 retain the option to present
profit or loss and other comprehensive income in either a single
statement or in two separate but consecutive statements.
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Notes to the Condensed Consolidated Financial Statements
GECERSE R L

For the six months ended 30 June 2013
BE-Z-=H6X"A=1+HLXEA

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Amendments to HKAS 1 Presentation of Items of
Other Comprehensive Income (Continued)

However, the amendments to HKAS 1 require additional disclosures
to be made in the other comprehensive section such that items of
other comprehensive income are grouped into two categories:

(@) items that will not be reclassified subsequently to profit or loss;
and

(b) items that may be reclassified subsequently to profit or loss
when specific conditions are met.

Income tax on items of other comprehensive income is required to
be allocated on the same basis — the amendments do not change
the existing option to present items of other comprehensive income
either before tax or net of tax. The amendments have been applied
retrospectively, and hence the presentation of items of other
comprehensive income has been modified to reflect the changes.

Amendments to HKAS 34 Interim Financial Reporting
(as part of the Annual Improvements to HKFRSs
2009-2011 Cycle)

The Group has applied the amendments to HKAS 34 Interim
Financial Reporting as part of the Annual Improvements to HKFRSs
2009-2011 Cycle for the first time in the current interim period.

The amendments to HKAS 34 clarify that the total assets and total
liabilities for a particular reportable segment would be separately
disclosed in the interim financial statements only when the amounts
are regularly provided to the chief operating decision maker (CODM)
and there has been a material change from the amounts disclosed in
the last annual financial statements for that reportable segment.

Since the CODM does not review assets and liabilities of the
Group’s reportable segments for performance assessment and
resource allocation purposes, the Group has not included total asset
information as part of segment information.

The application of the other new or revised HKFRSs in the current
interim period has had no material effect on the amounts reported
in these condensed consolidated financial statements and/or
disclosures set out in these condensed consolidated financial
statements.
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Notes to the Condensed Consolidated Financial Statements

B4R & B S ER AR Y &E

For the six months ended 30 June 2013
BE-Z-=H6X"A=1+HLXEA

3. SEGMENT INFORMATION 3. 2 HEHR
Segment revenues and results ﬁ} HBARERE
The following is an analysis of the Group’s revenue and results by REBNOEHBEZWAREERTRE
reportable and operating segment for the period under review: REEPHEE2DMAOT :
Six months ended 30 June 2013 —E-—Z=ZHXAB=Z+tHLXEA
PRC Taiwan Others Total
T K BE A Hity st
HK$’000 HK$’000 HK$’000 HK$’000
TER TER TER FTER
(unaudited) (unaudited) (unaudited) (unaudited)
(REER) (KREER) (RKER) (REER)
Revenue from external customers REMNFEFZWA 161,060 39,704 2,835 203,599
Segment profit (loss) 22 F (5 18) 38,815 7,126 (1,237) 44,704
Unallocated corporate expenses KAOB DT XH (12,489)
Unallocated income R 4,384
Profit before tax Fr % A1 % R 36,599
Six months ended 30 June 2012 —E--FXA=TRALAEA
PRC Taiwan Others Total
B K BE =9 Hit Foly
HK$’'000 HK$’000 HK$’'000 HK$’'000
TER TER FTAERT FTERT
(unaudited) (unaudited) (unaudited) (unaudited)
(REERZ) (REER) (REER) (REER)
Revenue from external customers REMBEFZWA 189,601 57,467 3,857 250,925
Segment profit (loss) 7 & M (& 18) 77,178 23,584 (1,062) 99,700
Unallocated corporate expenses AOBAT X H (25,859)
Unallocated income & B RE 3,765
Profit before tax B B4 A g R 77,606
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Notes to the Condensed Consolidated Financial Statements
BH4r & B 7% 3R 3k MY 5

For the six months ended 30 June 2013
BE-Z-=H6X"A=1+HLXEA

3. SEGMENT INFORMATION (continued)

Segment revenues and results (Continued)

Segment profit (loss) represents the profit earned (loss incurred)

by each segment without allocation of equity-settled share based
payments, 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.

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 and (i) service income from provision
of skin treatments, beauty and SPA services for the period, and is
analysed as follows:

k

aE mﬂ(}ﬁﬂa)?—% E%ﬁﬂ)lﬁﬁ 2 7 Kl
(FEEEZESTE) BRI RDBERAESS
ERONFR FROTKEARESHFH - 1t
DATEHERIERXRRIMGMAEE
EBRRAFHBEZRE - ROBWEE
ZEEEMNEBA -

e A
BWAEFAHBEBETIERZEURER
;‘%55-('>z|:$%%9w@ﬁzgﬁ (B M B&
HERERFTN) }Si(u)i‘m{ HILJE T
RAKBEREZREBVA ’fﬁill]T

Six months ended 30 June
NRA=1+THLEXREA

2013 2012
—E—=5F —E--F
HK$’000 HK$’000
THERT FHBxT
(unaudited) (unaudited)

(REBE ) (REE®Z)

Sales of goods ERHE
Service income BR %% W A

201,693 248,995
1,906 1,930
203,599 250,925
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Notes to the Condensed Consolidated Financial Statements
BH4r & B 7% 3R 3k MY 5

For the six months ended 30 June 2013
BE-Z-=H6X"A=1+HLXEA

5. INCOME TAX EXPENSE

5. RS H A X

Six months ended 30 June
RNRA=THLEXEA

2013 2012
—g-= %
HK$’000 HK$’000
FET FE&T
(unaudited) (unaudited)
(K& E %) (RE&EZ)
The charge comprises: THBE:
Taxation in PRC o B K BE F 1B
Current period 7N HB RS 3,342 20,998
(Over)underprovision in prior years foked E EBREREBRETR (5,396) 3,024
(2,054) 24,022
Taxation in Taiwan /&R IE
Current period 7 HB S 1,312 3,842
Under(over)provision in prior years BEIFEREBETIZBRERS 232 (317)
1,544 3,525
Deferred taxation IE FIE §i 18
Current period 7 Hf 951 29
441 27,576
Under the Law of the People’s Republic of China (“PRC”) on REPEARELFE(H IJ)JJ-_ ESigE
Enterprise Income Tax (the “EIT Law”) and Implementation BE(ThREMRS ?FE &J) REEREHE
Regulation of the EIT Law, the tax rate of the PRC subsidiaries is ERKEM BE-FEENE—HF—HiE"

25% from 1 January 2008 onwards. The decrease in current period
taxation in the PRC is because no provision for PRC Enterprise
Income Tax has been made for one of the major operating
subsidiaries in the PRC as its assessable profit was wholly absorbed
by the tax loss agreed by tax bureau in the current interim period.
The Group has utilised tax losses of approximately HK$39,896,000
(2012: HK$NIl) available for offset against the assessable profit in the
current period.

Overprovision for PRC tax in current interim period mainly
represented written back of provision for PRC Enterprise Income Tax
of a subsidiary in PRC made in prior year in connection with allowed
deduction of certain expenses after assessment by the tax bureau
during the current interim period.

Corporate Income Tax in Taiwan is charged at 17% in both periods.
Hong Kong Profits Tax is calculated at 16.5% of the estimated

assessable profit for both periods.
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Notes to the Condensed Consolidated Financial Statements
BRGANEREMS

For the six months ended 30 June 2013
BE-Z-=H6X"A=1+HLXEA

6. PROFIT FOR THE PERIOD 6. B A= A
Six months ended 30 June
NA=THLEREAR
2013 2012
—E-=F —E—-CF
HK$’000 HK$'000
FHR THR
(unaudited) (unaudited)
(REEZ) (RE&EZ)
Profit for the period has been arrived at BHARAMENBRGIA) T EIE:

after charging (crediting):

Depreciation of property, plant and equipment % - BMERZRHEHITE 19,380 15,241
Release of prepaid lease payments BoOBERALTiBEER 153 1563
Loss on disposal of property, HEVE BMERRB2ER

plant and equipment - 542
Total staff cost including share based BWEIRKN(BERGIREX)

payment expenses 69,088 75,119
Written off of property, plant and equipment #8541 % - ME R R E 1,260 -
Allowance (reversal of allowance) ESREWRAEBHEEERD)

on trade receivables 3,538 (401)
Allowance for obsolete inventories, REFTEREBEGIAHEERT)

included in cost of sales 1,783 2,364
Net exchange (gain) loss EL(W&z)BEFE (890) 1,930
Interest income on bank deposits RITEFERFE WA (3,974) (3,765)

7. DIVIDENDS 7. B F

During the current interim period, a final dividend of HK0.28 cents
per share in respect of the year ended 31 December 2012 (2012:
HK5.0 cents per share in respect of the year ended 31 December
2011) was declared to be payable to the owners of the Company.
The aggregate amount of the final dividend declared to be payable
in the current interim period amounted to HK$5,606,000 (2012:
the aggregate amount of the final dividend declared and paid in the
interim period amounted to HK$100,105,000).

Subsequent to the end of the current interim period, the directors
of the Company have determined that an interim dividend of HK1.0
cents per share (2012: HK2.0 cents per share) will be paid to the
owners of the Company whose names appear in the Register of
Members on 11 October 2013.

RAEAFHEE XA2FACALAQXAEE
AEREERTBZ-_ZE—Z-_F+=A
ES+-ALFEZRERFSR0.28%E
W=E-——F BEZZ-Z2——F+=
A=+ -—BLEFESR50B) oK
PHABESRRERMS 2 REARA
#8485 5,606,000/8 T(ZE—ZF : &
HEEEEREIRMA 2 KRB ELEE
100,105,000 3% 7T) °

RAFHBABERE  ARARAEERE
A-F-=F1tA+-HBHIRREM
ZARAEBENRNTHRFER0
BUW(ZE-ZF 8KR208) -
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10.

11
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EARNINGS PER SHARE 8. BRAR
The calculation of the basic earnings per share attributable to the KATEEANELRERERERNDRE
owners of the Company is based on the profit attributable to the BE-ZE—=ZFEXAB=tHLEREARZ
owners of the Company of approximately HK$36,161,000 for the ARAAEEB AEMNLER 436,161,000
six months ended 30 June 2013 (2012: HK$50,190,000) and on the (=T — =4 : 50,190,000 jt) & A&
number of 2,002,100,932 (2012: 2,002,100,932) ordinary shares of TH RS HTEZERE2,002,100,9328
the Company in issue during the period. (=& — =% :2,002,100,932 ) sF & -
The computation of diluted earnings per share does not assume the RBE-_BE-——FER-_ZT—-—=F5xA8
exercise of the Company’s share options because the exercise price =+HLEANER BREBEBREFNZFTE
of those options was higher than the average market price for both WEBRAXAZBREETE REEAAR
six months ended 30 June 2012 and 2013. HZER Hﬂ’ézﬁﬁﬁﬁ BRZWESEZ
FHmE e
MOVEMENTS IN PROPERTY, PLANTAND 9. ¥ -BERREZ2E2H
EQUIPMENT
During the current interim period, the Group acquired property, RAREIERE  NEBEE A 87,865,000
plant and equipment of approximately HK$7,865,000 (2012: BT(ZE—ZF: 21,253,000 T) 2
HK$21,253,000) for business expansion. X BERZEEEREEZA-
DEPOSIT PAID FOR ACQUISITION OF 1DWELTHERAEES N ZES
LAND USE RIGHT
The amount represented deposit paid in connection with the ZEHEABNBURLEs I FEREZ
acquisition of land use right in Shanghai. The acquisition of such land 2k - E@R T FEREZWEBIHE
use right is still in progress. DEEITH -
.TRADE AND OTHER RECEIVABLES MBS R HEMEIWERR
The Group allows a credit period ranging from one to six months to REBBF E BERF—2% /\1IE BzE
its trade customers. The following is an analysis of trade receivables EHo E/\iﬁ HE&EER RBEZEZHH
net of allowance for doubtful debts presented based on the invoice (8 A LIQ A B E )ET"" 2B 5 HE
date, which approximated the revenue recognition dates, at the end WEFRCEHIBRIEEREBE 2O T:
of the reporting period.
At At
30 June 31 December
2013 2012
R=ZZB-—Z=Z%  KR=-2-Z=fF
AHA=tH +=ZA=+-—H
HK$’000 HK$'000
TER FE T
(unaudited) (audited)
(R ER) (REZ)
Trade receivables: EZEWERR
Within 180 days 180 H A 25,959 23,319
181 days to 365 days 181 H £365 8 65 4
26,024 23,323
Prepayments AT RIE 12,485 12,135
Other receivables H fth P& IR BR X 23,283 19,613
61,792 55,071
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12.TRADE AND OTHER PAYABLES

The following is an analysis of trade payables by age, presented
based on the invoice date at the end of the reporting period.

1285 REMEMNKRMK
RBEEHHAEE BREAN22
BB NT :

At At
30 June 31 December
2013 2012
R-ZB-—=%5| RZZ—=F
~HA=+H +=ZBA=+-—H
HK$’000 HK$’000
TER FEx
(unaudited) (audited)
(REER) (BEZ)

Trade payables: BZEMEREMR:
Within 180 days 180 H W 9,733 14,000
181 days to 365 days 181 H £365H 3,956 4,005
13,689 18,005
Deposits from customers EFHEE 31,225 30,815
Other tax payables H i fE S B E 4,320 8,009
Other payables H it FE S IR 51,879 58,495
Dividend payable FE 15 B& F 5,609 3
106,722 115,327

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

B

m /e O

B B on

ZTPHEERNRORB - AEHEH
CHEMBRRBERRE  UBRHAA
BNRZREIRBZEFEBRAEN -
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13.SHARE CAPITAL 13. 1 A
Number of Share
shares capital
BHBEE ;S
HK$’000
FET
Ordinary shares of HK$0.1 each BREEIBIZEER
Authorised: EE
At 1 January 2012, 31 December 2012 R—E——-—F—H—H-
and 30 June 2013 —E-—_F+ZHA=+—-HK
—E-=ZHXA=1H 4,000,000,000 400,000
Issued and fully paid: ERTRHAR:
At 1 January 2012, 31 December 2012 R-—_E—-—Z-—%—HF—H8"
and 30 June 2013 ZE-ZF+ZR=Z+-HR
—E-=ZFXA=1H 2,002,100,932 200,210

14.NOTES TO THE CONDENSED
CONSOLIDATED STATEMENT OF CASH
FLOWS

Reconciliation of operating profit before working capital changes to

cash generated from operations. EECZREHE-

EEESEDAM 2 KER

14.FEEEHEsREaRMT

Six months ended 30 June
NRA=1+THLEXREA

2013 2012

—E—=5F —_E-—F

HK$’000 HK$'000

FTHEx FHE T

(unaudited) (unaudited)

(K& E %) (RE&EZ)

Operating profit before working capital changes & E & £ # B Al < K &% A 58,140 105,690

Increase in inventories FEEM (2,422) (20,783)

Increase in trade and other receivables B SRk HEMERKRKEM (10,259) (7,623)

Decrease in trade and EZREMEMNERRK

other payables and deferred income IE JE U =R (12,654) (24,927)
(Decrease) increase in retirement benefit RMBREFCHLLD)E N

obligations (301) 55

Cash generated from operations REXEREL 2R E 32,504 52,412
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15.CAPITAL COMMITMENTS

15.8 AN & I

At At
30 June 31 December
2013 2012

R=ZZB-=%| RZZT-—_F
AH=+HB +=ZB=+-H

HK$’000 HK$’000
THER THER
(unaudited) (audited)
(REER) (BEZ)
Capital expenditure in respect of acquisition ERHNERARERRSHBERE
of property, plant and equipment contracted for 1 4% 5 B UK B8 4 % -
but not provided in the condensed consolidated HE KRR HE 2 E KRB X
financial statements 4,273 8,499

16.SHARE-BASED PAYMENTS

The Company has a share option scheme for the Chief Executive
of the Company and eligible employees of the Group. Details of the
share options outstanding during the current period are as follows:

16. I 10 5 =X
ARARAADEETRABRAEE
AERERRYTRRMT 8 AN
R 8 o 17 6 3B AR A 2 BB 20 T

Number of

share options

RBREHE

Outstanding at 1 January 2013 R-ZEBE-—=F—A—HEXRTE 4,564,788
Granted during the period HAREE 73,276,890
Forfeited during the period B g Uk (2,402,522)
Cancelled during the period B R st 8H (8,363,527)
Outstanding at 30 June 2013 RZBE-—=FXA=1+RHEXRTHE 72,075,629

On 4 April 2011, the Company granted share options to certain
employees to subscribe for a maximum of 90,895,381 shares and
was vested over a four-year period subject to the achievement of
performance targets determined by the board of directors.

RZEBE-——FWNANA AQFBEET
EE®H 7 8 & % £ 90,895,381 I IR
BeRBRE EERARERAUDFERSE
B RERAEBLEEREETSHERE
ZREBE-
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16.SHARE-BASED PAYMENTS (continued)

At the end of each reporting period, the Group revises its estimates
of the number of options that are expected to be ultimately vested
and 86,330,593 options were lapsed up to 31 December 2012. As at
30 June 2013, after taking into account the fact that the performance
target was not met and the leaving of an employee who was granted
the share options which were still unvested at the time of the leaving,
the Group revised the original estimate of the number of options that
are expected to be ultimately vested and the impact of the revision of
estimate during the vesting period of approximately HK$559,000 is
recognised in profit or loss such that the cumulative expense reflects
the revised estimate, with a corresponding adjustment to the share
option reserve.

On 19 April 2013, the Group cancelled the remaining 3,363,527
share options and accounted for such cancellation as an
acceleration of vesting and therefore recognised immediately
approximately HK$919,000 that otherwise would have been
recognised for service received over the remainder of the vesting
period.

Following the cancellation of the aforesaid remaining share options,
an aggregate of 73,276,890 share options were granted to the Chief
Executive of the Company and other employees of the Group. Details

16. 8 179 13 R )
REBEREHELEERD  AEEREE]
HET%EHH% BERREHE 245
gFr MEE-E—-F+=ZB=+-
=] 86330593}%& I BEEELK R
—ﬁ——iﬂﬁ + BB RKREIRE
BAREED ME—ZEEIREZE
ERNEBERRERBANCEHE AL
BT EEEHEREERIREHE 2
E%ﬁﬁ%?°%ﬁ%%ﬁLJﬁﬁﬁ

SR AH550,0008 T EREBER
ﬁ L BRI RS G I
HRARERBELBEERE-

RZEBE-—Z=FWNA+HhB AEBFH
f2 73,363,527 R IE > WIL BT
CUin R EE B 2 X A BR » 3 [ M BN B /R
ERGBTEBHWIRREMBER 2S5
W #919,00078 7T

ERELABRTRARERZ A7 @ E
ETHAERAEEHMEEREAH
73,276,800 R R E - B BHE Y W

are set out below: T:
Number of
share options
Grant Date granted
&t A REZREHE
19 April 2013 —E-=ZFEWmA+NAH 35,236,972
10 May 2013 —E-=Z%FHABt+H 38,039,918

The newly granted share options will be vested over four years in
four different tranches, which commence from the date falling on
the publication of the audited financial results of the Group for the
financial year 2014, subject to the achievement of performance
targets determined by the Board of Directors for each of the years
which were set out in the awards at the time they were granted. Also,
the option holders can only exercise the options nine years after

the date of granting the options provided that if the employment or
service with the Company or any of the subsidiaries of the option
holders is terminated with cause or the option holders resign from
their employment or service without good reason (as stipulated in the
share option scheme), the options granted but not yet exercised will
lapse automatically. Accordingly, the vesting period for these options
under accounting treatment is regarded as a nine-year period, which
is from the date of grant to the beginning of the earliest exercisable
date of the options.
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73,276,890

HRECARESBAKET)
—lE%ﬁEﬁ%ﬁVﬁﬁ%EEH
i#@ﬁ%ﬁ mMYtEE BEKRER
VEAEHESEMEEZSFRRE
1%%&&W%Ehﬁﬁﬁ@& X
)t RREFEARTRA M%
BEHAMBRNFRITEIRE  HEOE
ABREFEAEAERQAREEMAMWE D
AzENERIBEERTEETEHZ
BRTERLLE XIAAREFEAER
ERFEHZBERT RIREST S A
REE)BBIKLLERYE AERHE
BMATEZARELBB RN Bt
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HREAA/ANE BHEEAHEZRRE
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16.SHARE-BASED PAYMENTS (continued)

The estimated fair values of the options granted on 19 April 2013 and
10 May 2013 were approximately HK$12,670,000. These fair values
were calculated using the Binomial Tree Pricing Model.

The inputs into the model were as follows:

16. 1% 10 14 R )

RZBE-=Z=FmNA+ARAR=ZZ—=F
FA+TERBZRAREZEHD2FEYN
£12,670,0008 T LM A FEIKEA

“XEHEEERAE -

EFRRA 2B AZHUOT

Grant date 19.4.2013 10.5.2013
—E—-=F —E—=F
g AH mMA+HhH HA+H
Weighted average share price as REHBBHZNEFLIRE
at date of grant HK$0.65% 5t  HK$0.637% T
Exercise price TEE HK$0.9938 7T HK$0.9978 7T
Time to maturity EEIEBAZ2EE 10 years & 10 years &
Expected volatility 78 B R 1@ 39.70% 39.63%
Dividend yield B ) = 1.99% 1.99%
Risk-free interest rate = 7 by A 2 0.89% 0.95%
Fair value of share options RBEELAFE HK$0.1808# jt HK$0.17133# T

The variables and assumptions used in computing the fair value
of the share options are based on the directors’ best estimate.
Changes in variables and assumptions may result in changes in the

fair value of the options.

Expected volatility was determined by historical daily volatilities of the
Company’s share prices as at the valuation date.

The Group recognised approximately HK$239,000 (six months
ended 30 June 2012: HK$13,952,000) as an expense in the

TATEEFED -

AERREAFEMEAZZHRER
RODEREFZHEMFMEL -
ZERBRRLAZY ASTERRRE

RPREDREACARERGERS
ZBEBHRKIEMEME -

RATHBE AEEEHRAGEEESE
REMEEWERAAQAIARK 2R

condensed consolidated statement of profit or loss and other EMERA X230 t(=Z&EE—=

comprehensive income in relation to share options granted by the
Company during the current interim period.

JT) e

BERXEVHERRLE —F

FERAB=ZTHLERNREA

13,952,000 %

—=FPEERE a1
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17.CONNECTED AND RELATED PARTY

48

EZE-ZFEXNA=+HLANEA

TRANSACTIONS

During the period, the Group had significant transactions with related
parties, which are also deemed to be connected parties pursuant to
the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited. The significant transactions with these parties
during the period are as follows:

Name of company Nature of transactions
DNEER ZHHE

1I7THERBEBEALIRS

MR - AEEEREEARATETEAR
5o RBEBEEHEXRZMERIAES
EHRBZRE  FEEBEALTFRR
ABEEAT -BMR - FAEEZHELEZA
TETZERRZNOT

Six months ended 30 June
NRA=1+THLEAREA

2013 2012
—E—=5F —E--F
HK$’000 HK$’000
THERT FHBxT
(unaudited) (unaudited)

(REBE®) (REE®Z)

Companies controlled by individuals who
collectively have joint control over the
Company'’s ultimate holding company and
are also executive directors of the Company:

ERREZEH AR RAER X AFEH
RRAHITEEZMMANLFTEH LA

EGEABRETREENHAEZEESS Rental income
HEWaE
EERRERBERNERATE Rental income
HEWaE
Company controlled by substantial shareholder:
FTERRFES A
CA NB Limited Consultancy fee expenses

BEEAXL

Directors of the Company:

AKRAEE

Individuals who collectively have joint control ~ Rental expenses
over the Company’s ultimate holding HEH
company and are also executive directors
of the Company

ERHAPEZEFALCINGERERQAREDR
KARHMITEETZM@MAAL
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8 8
8 8
2,208 2,208
3,658 3,663
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natural beauty

(Incorporated in the Cayman Islands with limited liability)
(RREESEMRLZERAT)
Stock Code &A1 57 : 00157
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