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Chairman’s Statement
FEREE

Dear Shareholders,

PERFORMANCE

| am pleased to present Natural Beauty's interim results for
the six months ended 30 June 2007. During the review period,
our PRC operation, accountable for 72.1% of the total
turnover, remained as the Group’s major growth driver. The
PRC market achieved 22.5% increase in turnover to reach
HK$139.2 million (1H 2006: HK$113.7 million) and its operating
profit posted a growth of 14.6% to HK$84.1 million (1H 2006:
HK$73.4 million). Net profit of PRC increased 32.3% to
HK$70.6 million for the first six months this year compared to
the same period last year. Taiwan also registered 8.8% year-
on-year growth in turnover to HK$50.6 million (1H 2006:
HK$46.5 million) and 48% growth in operating profit. Net
profit of Taiwan operation surged 65.0% to HK$16.1 million for
the first six months this year compared to HK$9.8 million for
the same period in 2006. Backed by the strong growth
coupled with effective cost controls, the Group's net profit for
the period increased significantly by 50.4% to HK$74.3 million
(1H 2006: HK$49.4 million).

The Group's key performance indicators have demonstrated
satisfactory performance during the first half of 2007
Operating margin and net margin both showed significant
improvement with year-on-year increases of 4.8 percentage
points and 8.2 percentage points respectively. Our return of
equity has further improved and increased from 14.5% in
fiscal year 2006 to 16.9% for the first six months of this year,
while return on assets has improved from 12.7% in fiscal year
2006 to 14.3% during the review period.

Earnings per share for the first half of 2007 increased by
49.9% to HK3.72 cents (1H 2006: HK2.48 cents).

The Board of Directors has resolved to declare an interim
dividend of HK3.0 cents and a special interim dividend of
HK2.0 cents. Total interim dividends per share amounted to
HK5.0 cents, up by 150% relative to HK2.0 cents for the
corresponding period in 2006. This high dividend payout ratio
of 135% (1H 2006: 80.7 %) demonstrated the strength of our
business model and the Group's appreciation of the
continuous support from our shareholders.

=R
AARAREEREBRE-_TZTLFA=FHLE
NEA Z R HEE - E R AR E 2 RS
(HBEEEET2.1%  DANEEFZIERE) I -HE
M52 & EEENN22.5% % 139,200,000 7T (=
TENE FH4:113,700,000/87T) © A L3R
B3R 14.6% 284,100,000/ 7 (ZET NF L
£:73,400,000%7T) - AFEEANEARBFE 2
40 K 85 25 4F [ HR 12 /132.3% % 70,600,00058 7T &
/%Z%¥§Eﬁiﬁii§8.8%§50,600 00087 (=

TN ¥4 146,500,00087T)  AE &5 FI A
ij][]48% o REABEEKZEH B =TT FRH
29,800,000/ T KIE65.0% EAFEH/NEAZ
16,100,000/ 7T o /L 38 SN R T T+ DI_E A
EEM AEBHRNEFAEEING0.4% =
74,300,000/ 7T (ZZEZ /N F ¥4 :49,400,000
BIT) ©

AEEFBRBIFZETIN _ETLF LFFRIR
SARE o?ﬁgii‘*i%&%féﬂ&i%ﬁf%iﬁufﬁﬁ%a&
Z DRRF L4 sEE D RS 2EBE DR A%
ERADRE—THRE A_STATREEZ
145%AERFEENERZ16.9% * MEERTR
AT NP RFEZ12.7% A Z0EHE 2
14.3%-°

ZEDF FEF 7 GREFIEIN49.9% £3.72%
W (ZFBERF LFEF2.4884l) -

EERAT IR HRFG.0B- B R4 RF AR
F2.08(L - Sk AR AR AS.08IL BR=FF
NERIEZ 2.0 IN150% kB RFE135%
(ZZTREL¥F:807%) RMALER ZE4KE
DR R RURBRHRER 2 FFE S R

Natural Beauty Bio-Technology Limited Interim Report 2007



Chairman’s Statement (continued)

FEREE @

BUSINESS REVIEW

Brand Revamp Program Continues to Reap Benefits

During the review period, we have seen improvement in our
profit margins in both China and Taiwan. Our NB-1 Family
products, a premium line that has been very popular, has
contributed to higher product margin with its premium pricing.
Overall, our brand revamp exercise, of which product
packaging is an important aspect, has enabled us to
successfully reduce the number of bottle types. We have
repackaged 314 products as of June 2007 The repackaged
products and around 1,646 franchisee stores which completed
the store image revamp further strengthen the Group's
updated brand image, and most importantly, continue to boost
our product margin to 88.7% for the first six month of 2007
from 84.4% in the previous corresponding period.

The effects of the brand revamp were also reflected on the
growth in average store sales. In the PRC, the average store
sales for the first six months further grew by 13.9% to
HK$82,000 this year compared to HK$72,000 for the same
period last year. Taiwan also registered a 5.7% yearon-year
growth to HK$92,000 for the first six months this year,
despite the weak economy.

New Retail Brand to Capture New Market

In April this year, we have launched a retail brand “Fonperi” in
Taiwan to capture the growing segment of the middle-end
retail skin-care market. Despite the economic recession in
Taiwan, initial response from the market was encouraging.
There were 1,100 outlets offering the Fonperi products and, up
to 30 June 2007, we have sold HK$5.4 million of this product
line since its launch in April 2007. Currently, there are nine
models of this product line and more models will be
introduced in near future. This retail brand may be introduced
to the PRC market in future.

Professional ManagmentTeam to Gear Up the Group’s Future
Growth

To support the growth strategy of the Group, we continue to
build up our professional management teams in PRC and in
Taiwan. With their extensive knowledge and experiences in
channel distribution and people management in the beauty
and consumer industry, we are confident that our leading
position as the professional beauty products and license
training provider in the Greater China region will be further
consolidated.
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Chairman’s Statement (continued
FEREE W

PROSPECTS

Leveraging on the robust economic growth of the China
economy, we maintain an optimistic outlook on the PRC
market as we expect a healthy growth of the market. We will
accelerate the expansion of our franchise network in the PRC
and at the same time further enhance the average store sales.

In regard to Taiwan, a stagnant economic growth is expected.
We anticipate our franchise business will continue to grow
due to our revamp effort given that out average sales per store
(excluding the retail sales) in the Taiwan market still managed
to grow by 5.7% for the first six months of this year against
the backdrop of the sluggish economy. An additional growth
driver for our Taiwan market is the launch of the retail brand
“Fonperi", which is targeted to generate around HK$15 million
sales in the first year of its launch.

NOTE OF APPRECIATION

With great pleasure, | would like to thank the members of our
Board, our shareholders, and business partners for their
continuous support and guidance throughout the period. |
would also like to thank the Group’s management team and
employees for their commitment and hard work, which is
instrumental to the Group's continuous growth and expansion.

Dr. Yen Yu Tsai
Chairman
Hong Kong, 10 September 2007
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Management Discussion and Analysis

B E R

T

FINANCIAL REVIEW B3 E K
1H2007 1H2006
Turnover by Rt EED it S 3 ZTTRE Changes
geographical region ZEER e 2:3 H¥E -]
HK$'000 % HK$°000 % HK$'000 %
FET FAET FAT
PRC N 139,282 72.1% 113,733 69.5% 25,549 22.5%
Taiwan e 50,565 26.2% 46,467 28.4% 4,098 8.8%
Others Hipsp R 3,341 1.7% 3,425 2.1% (84) -2.5%
Total 193,188 100.0% 163,625 100.0% 29,563 18.1%
1H2007 1H2006
1H2007 1H2006 Average Average
Average Average | sales per | sales per
store* store* store store
“EELE | ZETRF | ZBBLE | ZEERF
THEES | LFEES | L¥EEH | L¥FES  Changes  Changes
Average sales per store ERHTIEER THEE* | FHHE* | PUEER | THUHEES -] -]
HK$ HK$ HK$ %
BT B BT
PRC BB 1,708.5 1,569.0 82,000 72,000 10,000 13.9%
Taiwan*** =) Rk 4935 531.5 92,000 87,000 5,000 5.7%
Group total** R 2,202.0 2,100.5 84,000 76,000 8,000 10.5%
* Average store number is calculated by (opening period total + * FHIE 2 A 1 (BRI 48 B+ B KI5 f 48

closing period total)/2

* K

Group total does not include Hong Kong and Malaysia
turnover and store count.

*EX Taiwan sales figure excluded retail sales of “Fonperi” brand

products which are sold by different distribution channel.

Turnover increased by 18.1% to HK$193.2 million for the six
months ended 30 June 2007, compared to HK$163.6 million
for the same period last year. PRC market continues to
demonstrate robust growth at 22.5% due to the strong
Chinese economy. Taiwan market was still weak but we
managed to turn around the decline and recorded a 8.8% year
on year growth in turnover. The growth was attributable to the
new retail brand “Fonperi” we launched in April this year.
Other markets, including Hong Kong and Malaysia, remained
small and accounted for less than 2% of the total turnover.

2) 25 E
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I\/Ianagement Discussion and Analysis (continued)
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FINANCIAL REVIEW (Continued)

In the PRC, the turnover surged by 22.5% or HK$25.5 million
to HK$139.3 million. The increase in turnover generated from
the PRC market was mainly due to an encouraging increase of
HK$24.4 million in product sales, representing a yearon-year
growth of 22.5% for the first six months of 2007 Increase in
product sales was resulted from effective brand and store
image revamping program commenced in April 2005. During
the first half of 2007, average store sales of the PRC market
recorded a further growth of 13.9%, from HK$72,000 for the
six months ended 30 June 2006 to HK$82,000 for the same
period this year. Service income during the period also
recorded a 46.4% growth year on year, as a result of
renovated self-owned spas and a beauty mix store in
Shanghai.

In Taiwan, turnover increased by HK$4.1 million, or 8.8%, to
HK$50.6 million for the first six months of 2007 compared to
HK$46.5 million in the corresponding period in 2006. The
improvement in turnover was resulted from the introduction of
our new retail brand “Fonperi” in the Taiwan market. The initial
response from the market of this new retail brand is
encouraging. There was HK$5.4 million product sales directly
attributable to the Fonperi line. Excluding the retail products
which were sold under different distribution channel, the
average store sales in Taiwan registered a 5.7% year on year
growth for the first six months of 2007 on our existing spa
channel.

Other markets include Hong Kong and Malaysia. As at 30 June
2007, the Group has 1 store in Hong Kong and 51 stores in
Malaysia. Contribution to the Group’s operations from these
regions remained insignificant, which only accounted for less
than 2% of the Group's total turnover.

BAT5 EIRE (&)
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Management Discussion and Analysis (continued)
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FINANCIAL REVIEW (Continued)

By Activities

Products
PRC
Taiwan
Others

Total

Services
PRC
Taiwan
Others

Total

Entrustment
PRC

Taiwan
Others

Total

GROUPTOTAL
PRC

Taiwan

Others

Total

Turnover by activities

Products
Services
Entrustment

Total

B4 75 E1RE (45)
1H2007 1H2006
—EELE | —TTREF Variance Variance
E¥E F¥F #E HE
REKE D HK$'000 HK$'000 HK$'000 %
FHET FET FET
Em
EalETpN 173 133,004 108,605 24,399 22.5%
=y 46,226 41,716 4,510 10.8%
EH i@ 2,728 2,646 82 3.1%
wmEt 181,958 152,967 28,991 19.0%
PR3
EalETpN 173 4,147 2,833 1,314 46.4%
=y 4,339 4,751 (412) 8.7%
Hibih = 613 779 (166) -21.3%
wEt 9,099 8,363 736 8.8%
e
EalETpN 173 2,131 2,295 (164) 71%
=)= - - - n/a
Hftbibl® - - - n/a
wEt 2,131 2,295 (164) 71%
SEEAT
EalETpN 173 139,282 113,733 25,549 22.5%
=y 50,565 46,467 4,098 8.8%
Hibih = 3,341 3,425 (84) -2.5%
wmEt 193,188 163,625 29,563 18.1%
1H2007 1H2006
k-8 of 3 —ETRF Changes
REXES b¥E H¥F 25
pA-§ HK$°000 % | HK$'000 %  HK$'000 %
FHET FET FET
Em 181,958 94.2% 152,967 93.5% 28,991 19.0%
R 9,099 4.7% 8,363 5.1% 736 8.8%
Rt 2,131 1.1% 2,295 1.4% (164) 7.1%
@t 193,188 100.0% | 163,625 100.0% 29,563 18.1%

=
z
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I\/Ianagement Discussion and Analysis (continued)
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FINANCIAL REVIEW (Continued)

Products

The Group is principally engaged in the manufacture and sale
of several types of products, namely skin care products,
aromatherapeutic products, color make up and health
supplements, under the “Natural Beauty” brand name. Sales
of products represent the Group's key revenue contributor and
are primarily made through spas and dedicated counters. For
the six months ended 30 June 2007, product sales accounted
for HK$182.0 million, or 94.2%, of total turnover for the
period, compared to HK$153.0 million, or 93.5% for the
corresponding period in 2006. Gross margin of products
increased by 4.3 percentage points to 88.7% for the six
months ended 30 June 2007 from 84.4% for the same period
in 2006.

The increase in products sales was mainly attributable to the
HK$24.4 million increase in product sales generated from the
PRC market as a result of the robust growth of the Chinese
economy, a successful brand revamping program, including
the overall brand image, franchised store image and new
product packaging of the Group initialed in 2005. In the PRC, a
total of 204 products were repackaged by the end of June
2007 This successfully increased the product sales margins to
88.2%, up 1.2 percentage points from 87.0% in the
corresponding period of last year. Taiwan market also
recovered from the declining trend in sales for the past two
years while the Taiwan economy was in recession. Taiwan
market recorded HK$46.2 million in sales, with an encouraging
growth of 10.8% from HK$41.7 million in the same period last
year. There were also 110 products re-packaged in Taiwan
market as of 30 June 2007.

Other markets, including Hong Kong and Malaysia, only
accounted for 1.5% of total product sales for the period under
review.

BAT5 EIRE (&)
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Management Discussion and Analysis (continued)

EIREE 5w M @

FINANCIAL REVIEW (Continued)

Services

Service income includes income from self-owned spa with
services provided, training income and management fee
received from franchisees, and other service related income,
amounting to HK$6.2 million, HK$0.6 million, HK$0.6 million
and HK$1.7 million respectively.

The Group provides skin treatments, beauty and spa services
through its self-owned spas. Service income is mainly derived
from our self-owned spas as the Group does not share any
service income generated from the franchised spas which are
operated by franchisees under the current franchise
programme. During the period under review, service income
increased by 8.8% to HK$9.1 million when compared with the
first half of 2006, which was mainly attributable to the growth
in income derived from self-own spas in PRC market.

While self-owned stores are necessary to be established as
model spas in new markets, the Group considers it will be
more profitable and cost-efficient as a whole to allocate
resources to stimulate product sales.

Entrustment

In order to allocate our financial and human resources more
efficiently, the Group has entrustment arrangements in PRC
ranging from one to five years, where our self-owned spas
were entrusted to reputable operators in local areas. The
operators will be responsible for all the profits and losses of
the operations and the Group will receive a fixed annual
entrustment income. In addition, the Group sells products to
the operators as one of our franchisees.

The Group believes the entrustment arrangement will create a
win-win situation for both the operators and the Group. Local
operators can better serve the specific needs of the local
customers, and hence generate more product sales and
service revenue. The Group, on the other hand, can secure a
steady annual entrustment income while maintaining an
extensive distribution network and allocating its executives to
explore new markets.

For the six months ended 30 June 2007, the Group's
entrustment income decreased by 7.1%, from HK$2.3 million
for the same period in 2006 to HK$2.1 million. The drop in
entrustment income was caused by the expiry of certain
entrustment arrangements. Expired entrustment store will be
converted into franchisee stores.

A %5 O RE (&)
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I\/Ianagement Discussion and Analysis (continued)
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FINANCIAL REVIEW (Continued)

Other operating income

Other operating income includes rental income, interest
income and financial refunds, which amounted to HK$3.4
million, HK$2.6 million and HK$19.7 million respectively for
the six months ended 30 June 2007. During the period under
review, the Group recorded a growth of 5.8%, or HK$1.6
million, to HK$29.0 million in other operating income from
HK$27.4 million for the six months ended 30 June 2006. The
increase was mainly attributable to the increase in financial
refund in PRC as a result of higher operating profits of the
PRC subsidiaries.

Distribution and administrative cost

The Group's distribution costs as a percentage of turnover
slightly decreased from 27.8% for the six months ended 30
June 2006 to 27.6% for the corresponding period in 2007. The
total costs in dollar terms increased by HK$79 million, from
HK$45.5 million for the six months ended 30 June 2006
compared to HK$53.4 million for the same period in 2007. We
continue to increase our advertising exposure in various
media, the Group's advertising costs and promotional
expenses increased by HK$2.6 million to HK$24.3 million for
the six months ended 30 June 2007 In percentage terms, it
represents 12.6% of total turnover for the first six months of
2007 compared to 13.3% in the corresponding period in 2006.
Other key expense items mainly include salary, commission,
travel expenses and rental expense, which amounted to
HK$8.1 million, HK$2.0 million, HK$2.8 million and HK$5.7
million respectively.

Administrative expenses as a percentage of turnover reduced
slightly to 19.9% for the first six months of 2007 compared to
20.7% for the same period in 2006. The cost mainly covered
salary, legal and professional fee, depreciation and rental
charges. Total administrative expenses increased by HK$4.6
million to HK$38.5 million for the six months ended 30 June
2007 as compared to HK$33.9 million for the same period in
2006. It is mainly caused by the additional salary expenses for
the professional managers recruited from multinational
corporations for PRC and Taiwan operation.
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I\/Ianagement Discussion and Analysis (continued)
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FINANCIAL REVIEW (Continued)

Other operating expenses

For the six months ended 30 June 2007, other operating
expenses totaled HK$3.2 million, which mainly represented
the provision of obsolete inventory of HK$2.3 million and bank
charges of HK$0.9 million. The main reason for the fluctuation
as compared to last corresponding period was due to a
reduction in the loss of disposal of fixed assets, primarily
resulting from the shop revamping exercises in PRC in the
previous year.

Profit before taxation

The increase in gross profit, other operating income, coupled
with the savings in other operating expenses contributed to
the surge of 31.1% in profit before tax, from HK$72.8 million
for the six months ended 30 June 2006 to HK$95.5 million for
the same period in 2007.

Taxation

Taxation expenses reduced by 9.6% from HK$23.4 million for
the six months ended 30 June 2006 to HK$21.2 million for the
six months ended 30 June 2007 The effective tax rate of the
Group for period ended 30 June 2006 and 2007 were 29.6%
and 22.2% respectively. The drop in effective tax rate was
benefited from our PRC operation, where a subsidiary started
to utilize the first year benefit from its two-year exemption
followed by three-year half deduction profit tax holiday (2 + 3
tax holiday). As a result, the effective tax rate has dropped to
22.2% from 29.6% for the same period last year.

Net profit for the period

For the six months ended 30 June 2007, the Group's net
income increased by 50.4% to HK$74.3 million from HK$49.4
million for the six months ended 30 June 2006.

Liquidity and financial resources

Cash generated from operations for the six months ended 30

June 2007 was approximately HK$145.1 million. As at 30 June
2007, the Group had bank balances and cash of approximately
HK$501.4 million (as at 31 December 2006: HK$356.2 million)
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I\/Ianagement Discussion and Analysis (continued)

BT M T

FINANCIAL REVIEW (Continued)

In terms of gearing, as at 31 December 2006 and 30 June
2007, the Group's gearing ratio was zero (defined as net debt
divided by shareholders’ equity) as the Group has a net cash
balance as at both balance sheet dates. Current ratio of the
Group (defined as current assets divided by current liabilities)
as at 31 December 2006 and 30 June 2007 were 5.7 times
and 4.8 times respectively. The drop in the current ratio was
due to the final and final special dividend of 2006 totaling
HK$85 million was only payable in July 2007 and therefore
included as part of the current liabilities at the balance sheet
date. As at 30 June 2007, the Group had no material
contingent liabilities, other than those disclosed in its financial
statements and notes thereto. With the cash on hand, the
Group's liquidity position remains strong and the Group has
sufficient financial resources to finance its commitments and
working capital requirements.

The Group also entered into a sale and purchase agreement
for the disposal of an investment property in Taiwan in April
2007 The majority of the sales proceed of TWD677 million
(approximately HK$159 million) was received and legal title
transferred in July 2007. Majority of the sales proceed will be
distributed as dividends to shareholders over a few years. We
expect to maintain our dividend pay-out at or above 100% in
the foreseeable future.

Charges on assets

Certain freehold investment properties of the Group with a
carrying amount of HK$157.3 million (as at 31 December
2006: HK$157.8 million) were pledged to a bank. The banking
facilities granted by the bank were terminated in 2002. The
charge had been released in April 2007 to facilitate the
disposal of the investment properties.

Treasury policies and exposure to fluctuations in exchange
rates

The Group derives most of its revenue denominated in
Renminbi and New Taiwan Dollar from the PRC and Taiwan as
its operations are mainly concentrated in these two
geographical areas. As at 30 June 2007, approximately 39.5%
(as at 31 December 2006: 66.9%) of the Group's bank
balances and cash was denominated in Renminbi, while
approximately 27.0% (as at 31 December 2006: 22.2%) was
denominated in New Taiwan Dollar and the remaining 33.5%
(as at 31 December 2006: 10.9%) was denominated in United
States Dollars, Hong Kong Dollars and Malaysia Ringgits. The
Group continued to adopt a prudent approach in respect of
foreign exchange exposure management. Review of the
Group's exposure to foreign exchange risk are conducted
periodically and derivative financial instruments may be used
to hedge against such risks when necessary.
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Management Discussion and Analysis (continued)
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BUSINESS REVIEW

By Geographic Region

PRC

Products sales
Service
Entrustment

PRC Total

Taiwan
Products sales
Service
Entrustment

Taiwan Total
Others
Products sales
Service

Entrustment

Others Total

GROUPTOTAL

Products sales
Service
Entrustment

Group Total
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139,282 113,733 25,549
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50,565 46,467 4,098
2,728 2,646 82
613 779 (166)
3,341 3,425 (84)
181,958 152,967 28,991
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193,188 163,625 29,563
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10.8%
-8.7%

n/a
8.8%
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18.1%
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I\/Ianagement Discussion and Analysis (continued)

BT M T

BUSINESS REVIEW (Continued)

PRC Market

The Group has implemented its brand revamping exercise
since 2005. During the period under review, the benefits
started to reflect on the growth of product sales. The product
sales in the PRC increased 22.5% to HK$133.0 million. Gross
margin of product sales also recorded growth, from 87.0% to
88.2% for the six months ended 30 June 2007, representing a
year-on-year growth of 1.2 percentage points.

The Group's entrustment strategy continued to pay off. The
Group entrusted its spas to reputable operators in established
areas to enhance cost-efficiency. Although the Group only
received entrustment fees and product revenue from the
operators, the entrustment successfully minimized the loss
occurred in the past. Therefore, despite the decrease in
entrustment income of HK$0.1 million, the Group's overall
gross profit in the PRC increased by HK$23.6 million and the
overall gross margin also increased from 83.1% to 84.8% for
the six months ended 30 June 2007, representing a year-on-
year growth of 1.7 percentage points.

With the increase in other operating income, mainly tax
refund, the operating profit for the first six months of 2007
surged by 14.6%, to HK$84.1 million as compared to HK$73.4
million for the same period in 2006.

Taiwan Market

Despite Taiwan was still experiencing economic recession
during the period under review, the product sales in Taiwan
has increased by 10.8% to HK$46.2 for the six months ended
30 June 2007 compared to HK$41.8 million for the
corresponding period in 2006, which was mainly attributable to
the HK$5.4 million from our newly launched retail brand
“Fonperi” products.

The service revenue generated from the Taiwan market
slightly decreased by HK$0.4 million compared to the same
period of last year, with a small gross profit of HK$0.1 million
for six months ended 30 June 2007, as our strategy has been
shifted from service income oriented to product sales
oriented.
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Management Discussion and Analysis (continued)
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BUSINESS REVIEW (Continued) ¥ ERE (8)
Distribution channels PEHEE
Store Number by RERRES Franchisee Self Self
Ownership i3] owned Entrusted  owned Total Entrusted owned  Total  Group  Retal  Grand
As at 30 June 2007 RZEBtERA=1A Spa Spa Spa Spa Counter Counter Counter  Total Channel  Total
NEFEE EALE BELE KEPD EEGE pEgE
KERD  kERL KRR @ gf 5f SRt @4 SERE P&k
Taiwan g 468 - 9 477 - - - 47 100 1577
PRC HEAE 1613 21 5o 1,639 19 5 710 - 170
Others HithE 51 - 1 52 - - - 5 - 5
Total @ 2,132 21 15 2,168 19 52 n 2,239 1,100 3,339
Store Number by RREEREESZ Franchisee Self Group Retail Grand
Ownership EHEE owned Entrusted owned Total  Channel Total
As at 30 June 2007 R-BBLERAZTE NEBHE ZELE RELE  £EEY ZTERE 2N
Taiwan aE 468 - 9 477 1,100 1,577
PRC FEIRRE 1,613 40 57 1,710 - 1,710
Others Hi @ 51 - 1 52 - 52
Total @t 2,132 40 67 2,239 1,100 3,339

The Group principally derives income through its unique
distribution channels, namely spas and counters in department
stores. As at 30 June 2007, there were a total of 2,239 store
outlets, of which 2,168 were spas and 71 were counters. All
spas provide a variety of services, including hydrotherapy,
facial, body care and skin care analysis to its customers,
whereas counters in department stores usually provide skin
care analysis.

There were a total of 2,132 franchised spas as of 30 June
2007. There were also 15 spas and 52 counters directly
operated by the Group. Furthermore, there were a total of 21
spas and 19 counters being entrusted to reputable operators.

A total of 74 new stores were opened during the period under
review, while we ordered the closure of 103 stores, mainly
less effective stores. Our target is to encourage franchisees to
open bigger spas with revamped image, to improve the
average store sales through enhancement of spa service
experience by customers. There were also 161 retail outlets in
Taiwan to pilot test retail products as of 31 December 2006.
Since the launch of the Fonperi products, the retail outlets in
Taiwan has increased to 1,100 point of sales including
Watsons, Carrefour, Geant, RT-Mart, Wellcome, Well-Care and
others.

AEBRETEREEBEZKEROLEAEAR
HESHRE-R_ETLFA=+H ~%£EA
HEEH2,2300 [E4 E 2,168 AKEF L B
71?3@%%& BIKE ‘:F‘/L\WEE%TET %EHW =
K ﬁ*ﬁ&%ﬂ;‘eﬁﬁ@u&%ﬁ AATARTE ™
BEAREE—RIBHEEE Wﬁﬁ%

REEZLF A=+ AEEHEE2,132BKE
RO INERJE o oM AN [ 55 EHE AT 1 SRR L
RB2{EEE - ﬁﬁ%&l\m MK EE RO M 19ERERIE
AEFLCEEKLE

eI ANEE A HFIE 7454 55103 &
BEZIEHEEASEHNSBH - AEE S EHE
NI R BRR B KA RAGBEIFT I R 2 KR L
B B = R E KB RIS F A B - 3 M09 5 46
HEBE HE T RF+_A=1+—"8 8&H
B161HEEH EAZTEEMHE -8 [Fonperi]
EMEHTEUR AEEREEZSEZE LM
21,1008 BIEREEK RE4E (Carrefour) « B

EE
(Geant) ~ XJBZE(RT-Mart) « 25 Well-Care R EAth
JE e

ST LEREHRE BAZEVREARAT

15



Management Discussion and Analysis (continued)

EIRE 5w MO @

BUSINESS REVIEW (Continued)

Franchised spas are owned by franchisees and they are
responsible for the capital investment of their spas, which are
obliged to use “Natural Beauty” or “NB" brand of products.

Self-owned spas are primarily set up to act as a model spa for
potential franchisees. While there are needs to establish self-
owned spas as model spas in new markets, the Group
considers it will be more profitable and cost-efficient as a
whole to allocate resources to stimulate product sales instead
of expanding the operation of self-owned spas as higher
overhead costs were incurred when compared to franchised
spas. The Group, therefore, has entrusted and will continue to
entrust certain of its self-owned spas in explored markets to
reputable operators.

Entrusted spas are owned by the Group and operated by
reputable operators. Prior to the entrustment, the spas were
previously operated by the Group. In order to allocate financial
and human resources more efficiently, the Group has
entrustment arrangements in PRC ranging from one to five
years, where its self-owned spas were entrusted to reputable
operators in local areas. The operators will be responsible for
all the profits and losses of the operations and the Group will
receive a fixed annual entrustment income from the operators.
The Group will also sell its products to the operators as one of
the franchises.

The Group believes the entrustment arrangement will create a
win-win situation for both the operators and the Group. Local
operators can better serve the specific needs of local
customers, and hence generate more sales and service
revenues. The Group, on the other hand, can secure a steady
annual entrustment income while maintaining its distribution
network and re-allocating its resources to explore new
markets. For the six months ended 30 June 2007 the Group's
overall gross margin has surged to 83.8%, compared to
78.7% for the same period last year, representing a year on
year growth of 5.1 percentage points on overall gross margin.

Store-Front Revamping of Existing Franchised Spas

As the Group has a vast network of franchised spas, it is
impractical to request all the franchisees to renovate their
spas according to the Group's new franchised store image.
Therefore, the Group has an interim arrangement, for the
existing franchisees to revamp their spa, with minimum efforts
and financial resources. As of 30 June 2007, a total of 1,646
franchise spas have completed or in the process of their store
revamping exercise.
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I\/Ianagement Discussion and Analysis (continued)
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BUSINESS REVIEW (Continued)

Product Repackaging

The Group's brand revamping exercise is also extended to
product packaging. In order to have a consistent image, the
Group re-designed all its product packages and simplified the
package type of over 200 various forms for more than 700
types of products to 24 standard forms only. There were 204
products in PRC and 110 products in Taiwan, total of 314
products have changed their product packages by 30 June
2007 This led to a higher product gross margin of 88.7% as
compared to 84.4% for the same period last year for the
group, up by 4.3 percentage points. We will continue to
repackage our products throughout the year.

Research & Development

In order to maintain its competitive edge, the Group
emphasized on research and development, so as to improve
the quality of its existing products and develop new products.
The Group has been collaborating with overseas cosmetic
companies on technological development, imported
biotechnology materials from Europe, Japan and Australia,
which were applied in over 700 NB's products. The Group's
research and development team comprises 13 members and a
number of overseas consultants with experience and
expertise in cosmetics, medical, pharmacy and bio-chemistry.
NB's products are constantly enhanced and modified with
new ingredients developed by its research and development
team. The Group believes that the collaboration of different
expertise and experience within the team, together with Dr.
Tsai's over 30 years of industry experience and knowledge,
can help developing high quality beauty and skin care
products. NB principally uses natural ingredients in producing
its products and adopts special formulation to suit the specific
needs of the delicate skin type for oriental women. NB's
products are attentive to the natural metabolism of skin with
long-lasting effects.

In developing new products, the research and development
team will take into account the feedback and advice from
senior management of the Group. Prototype of new products
will be distributed to over 1,000 of selected senior beauty
professionals. In accordance with the outcome of the tests,
refinements or modifications to the products may be made
prior to its full commercial launch to ensure the quality,
effectiveness and safety standard of NB's products. When a
product requires registration with relevant authorities, it will
be done prior to market launch. All NB products are assured to
meet all relevant regulations.
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I\/Ianagement Discussion and Analysis (continued)
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BUSINESS REVIEW (Continued)

In addition to NB's dedicated research and development team,
NB has collaborated with a leading researcher in the field of
human genome and stem cell technology, in the development
of anti-aging NB-1 product family and other products for spot
removing, whitening, anti-allergy and slimming. Combining Dr.
Tsai's over 30 years of experience in the beauty and skin care
industry with the strong background of its research and
development staff, NB has the competitive advantages in the
research and development of beauty and skin care products.

The total research & development cost of the Group for the six
months ended 30 June 2007 amounted to HK$0.9 million (1H
2006: HK$1.4 million).

New Products

After the successful launch of our flagship product, anti-aging
NB-1 series in late 2003, we further launched NB-1 whitening
series, NB-1 anti-allergy and NB-1 pore refining series. For the
six months ended 30 June 2007, over 62,000 sets/bottles of
NB-1 family products were sold, with a turnover of HK$48.4
million.

We also launched a retail brand “Fonperi” in Taiwan in April
this year, Fonperi products are sold via retail channel like
hypermarkets and drugstores, including 6 key accounts,
namely Watsons, Carrefour, Geant, RT-Mart, Wellcome and
Well-Care, as well as 10 wholesalers. These outlets have over
1,100 points of sales in Taiwan. Since the launch in April this
year, there were over 116,000 units sold with a turnover of
HK$5.4 million by the end of June 2007.

In 2007 the Group continued to enrich its product range and
launched 6 new products in PRC and 38 products in Taiwan,
including 13 products related to Fonperi brand during the
period under review.

Information Technology

The Group started to implement ERP system by Oracle to link
up the key decision making process throughout the Group's
value chain. The ERP system is expected to enhance the
Group's information flow, enabling the generation of more
accurate and timely production planning and sales forecast.

The implementation of the ERP system in Taiwan was
completed in 2004. There were three logistics centres in PRC
operated by the Group. The Warehouse Management System
(WMS) is now linked to Oracle ERP system. The
implementation of all modules of the ERP in the PRC is
expected to complete by end of 2007
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I\/Ianagement Discussion and Analysis (continued)
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BUSINESS REVIEW (Continued)

The Group also has developed a B2B portal for our franchisee
to order goods online to improve our operating efficiency. In
addition, we also have a B2C portal in our website for retail
customers to shop online.

Human Resources

As at 30 June 2007 the Group had a total of 899 employees,
of which 699 were based in PRC, 184 in Taiwan and 16 in
other areas. Total remuneration (excluding directors’
emoluments) for the six months ended 30 June 2007 was
approximately HK$38.1 million (1H 2006: HK$30.4 million),
including retirement benefits cost of HK$3.9 million (1H 2006:
HK$3.1 million). Competitive remuneration packages are
maintained to attract, retain and motivate capable staff and are
reviewed periodically.

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

In addition, the Group adopted a share option scheme on 11
March 2002, for the purpose of providing incentives and
rewards to eligible participants who contributed to the
success of the Group's operations. The Directors may, at their
discretion, invite any employee or director of the Group and
any qualified person as set out in the scheme, to subscribe for
shares. No share option had been granted under the share
option scheme up to 30 June 2007. On 27 July 2007, the
Group granted options to certain employees to subscribe a
maximum of 1,729,542 shares, subject to achieving certain
performance targets. The stock options could be vested at a
ratio of 50%, 30% and 20% for a three-year period.

The Directors also strengthened its professional management
team by recruiting chief operational officer, and some key
management positions like head of sales and head of
marketing for PRC and Taiwan market from multinational
companies. The board believes that the recruitment of more
industry experts will be beneficial to the Group’s expansion for
its long-term development in future.
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Management Discussion and Analysis (continued)
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BUSINESS REVIEW (Continued)

Capital Expenditures

The Group's major capital expenditures were related to self-
owned spas and machinery in our factories. There were
HK$8.4 million additions to fixed assets for the period ended
30 June 2007 (30 June 2006: HK$3.8 million). The increase in
capital expenditure was mainly due to renovation of the
existing self-own spas and offices of our Shanghai
headquarter.

Franchisees are responsible for the capital expenditures of the
spa operation.

Since our factories in PRC and Taiwan still have spare
capacities, current utilization rate was estimated to be around
70% during the period under review. The management is in
the process of evaluating the need for any new factory.

OUTLOOK

The robust growth in the PRC market is expected to continue
and will remain the Group’s focus for business development in
the near future. With the extensive training provided to the
franchisees and better communication, we will fortify our
leading position in the spa market and continue to expand our
franchise network and to improve the average sales per store.

Taiwan economy remain weak and in its process of recovery.
We expect flat economic growth in Taiwan with a rising
consumer price index. Hence, the need for less price premium
products is high, and our strategy of launching the Fonperi
brand is targeting that segment of the market. The result of
presidential election next year will have a major impact on the
Taiwan economy in the near future.
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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
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
independent 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 comprises three independent non-
executive directors of the Company. It 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
2007 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 comprises three independent
non-executive directors of the Company. It 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.
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Corporate Governance (continued)
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CORPORATE GOVERNANCE (Continued)

Compliance with the Code on Corporate Governance Practices
Mrs. Chen Shieh Shu Chen (“Mrs. Chen"), an Independent
Non-executive Director, having served on the Board as an
Independent Non-executive Director since 2002, retired and
was re-elected as an Independent Non-executive Director in
2004. According to Article 117 of the articles of association of
the Company (“Articles”), at each annual general meeting,
one-third of the directors for the time being, or if the total
number of Directors is not three or a multiple of three, such
number of Directors nearest to but not exceeding one-third
shall retire from office by rotation. As the Company has a total
of 7 Directors at the time of the annual general meeting of the
Company held on 15 June 2007 ("AGM"), according to the
Articles, the number of directors who were required to retire
from office was 2 and as a result, Mrs. Chen did not retire
from office at the AGM. However, according to Code A.4.2 of
the Code on Corporate Governance, every Director should be
subject to retirement by rotation at least once every 3 years.
Mrs. Chen, who has been in office since her re-election in
2004, will have served the Company for 3 years by the end of
2007 and is therefore subject to retirement by rotation in
2007.

In order to conform to the Listing Rules and the requirements
set out in Code A.4.2 of the Code on Corporate Governance,
the Company proposes in a circular to its shareholders dated
27 August 2007 to amend the Articles. The proposed
amendments to the Company's articles of association are
subject to the approval of the Shareholders by way of a special
resolution at the extraordinary general meeting of the
Company to be held on 8 October 2007 (“"EGM") and the
aforesaid amendments shall become effective once the
Shareholders of the Company shall have duly passed the
relevant special resolution at the EGM. Mrs. Chen will retire at
the EGM and being eligible, offers herself for re-election at the
EGM as an Independent Non-executive Director.

Saved as disclosed above, none of the Directors of the
Company is aware of any information that would reasonably
indicated that the Company is not, or was not any part of the
accounting period covered by the 2007 interim financial
statements, in compliance of the Code of Corporate
Governance Practices as set out in Appendix 14 of the Listing
Rules.

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 OFTHE LISTED

SECURITIES OF THE COMPANY

During the six months ended 30 June 2007, 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

The Company has adopted share option scheme on 11 March
2002 (the “"Scheme”). Details of the Scheme are set out in the
published annual report of the Company for the year ended 31
December 2006. There were no outstanding options at the
beginning and at the end of the period. No option were
granted, exercised, cancelled or lapsed during the six months
ended 30 June 2007

On 27 July 2007, the Group has granted options to certain
employees to subscribe a maximum of 1,729,542 shares and
the stock options will be vested at a ratio of 50%, 30% and
20% over a three-year period subject to achieving certain
performance targets.

INTERIM AND INTERIM SPECIAL DIVIDEND

The Board has resolved to recommend the payment of an
interim dividend of 3.0 HK cents per share (2006: interim
dividend of 1.4 HK cents) and an interim special dividend of
2.0 HK cents per share (2006: 0.6 HK cents). The interim
dividend and interim special dividend will be distributed on or
around 18 October 2007 to shareholders whose names appear
on the register of members of the Company as at the close of
business on 28 September 2007

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from
27 September 2007 to 28 September 2007, both dates
inclusive, during which period no transfer of shares may be
registered. In order to qualify for the interim dividend and
interim special 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 Shop 1712-1716, 17th Floor, Hopewell
Centre, 183 Queen's Road East, Hong Kong not later than
4:30 p.m. on 25 September 2007 The interim dividend and
interim special dividend will be distributed on or around 18
October 2007.
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Other Information (continued)
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DIRECTORS’ SERVICE CONTRACTS

The directors’ service contracts entered into between the
Company and all executive directors were for a term of three
years, commencing from 11 March 2005, in the case of

Dr. Tsai, Yen Yu (“Dr. Tsai"”), Mr. Lee Ming Ta (“Mr. Lee") and
Dr. Su Chien Cheng (“Dr. Su Chien Cheng”) and from 21
September 2004 in the case of Dr. Su Sh Hsyu (“Dr. Su Sh
Hsyu"). The service contracts of the independent non-
executive directors were also for a term of three years,
commencing from 11 March 2005 in the case of Mr. Yeh Liang
Fei (“Mr.Yeh") and Mrs. Chen and from 21 September 2004
in the case of Mr. Chen Ching (“Mr. Chen”). These services
contracts may be terminated by either party giving to the
other not less than three calendar months’ notice in writing.
The initial aggregate annual remuneration pursuant to such
service contracts is HK$2,988,000 (as to HK$1,000,000 to

Dr. Tsai, HK$700,000 to Mr. Lee, HK$600,000 to Dr. Su Chien
Cheng, HK$600,000 to Dr. Su Sh Hsyu, HK$20,000 to Mr. Yeh,
HK$20,000 to Mrs. Chen and HK$48,000 to Mr. Chen) subject
to an annual increment at the discretion of the directors of not
more than 10% of the annual remuneration immediately prior
to such increase.

Each of Dr. Tsai, Mr. Lee, Dr. Su Chien Cheng and Dr. Su Sh
Hsyu is also entitled to a management bonus. The aggregate
amount of the bonuses payable to these executive directors
will not exceed 15% of the audited consolidated profit
attributable to equity holders of the Company in respect of
that financial year of the Group.

Save as disclosed above, no director has any unexpired
service contract which is not determinable by the Group
within one year without payment of compensation, other than
normal statutory obligations.
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Other Information (continued
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DIRECTORS’ INTERESTS IN SHARES EERNRORES

As at 30 June 2007, the interests of the directors, the chief RZZEZLFANAZ+TH EF - FEBTHAER
executives and their associates in the shares, underlying %% 2 8 A TR T REREEB RS 8
shares and debentures of the Company and its associated AR RESFT BELHERARBIREES K

corporations, as recorded in the register maintained by the EIE0 (TFEHFREEEN]) £362EFEMNER
Company pursuant to Section 352 of the Securities and SRR LR RIFAE L AR ESEITESR
Futures Ordinance (“SFQ"), or as otherwise notified to the SEZEF R ([F2E<FRI) M AR R RERZFT
Company and the Stock Exchange pursuant to the Model B AN T -

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 RAATRGDREBERDNEFE
Company

Ordinary shares AR

Number of ordinary shares

LEREA
% of the issued
share capital of
Family Corporate the Company
Name of directors interests interests EAEARBET
EEna KRG = KA BAESL
Dr. Tsai — 1,400,000,000 70.00%
gl (Note 1)
(Btatt)
Dr. Su Chien Cheng — 210,000,000 10.50%
RIS L (Note 2)
(Hit2)
Dr. Su Sh Hsyu — 210,000,000 10.50%
s L (Note 2)
(Hit2)
Mr. Lee 1,400,000,000 — 70.00%
THHE (Note 1)
(Kat1)
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Other Information (continued)
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DIRECTORS’ INTERESTS IN SHARES (Continued)

Notes:

(1) The two references to 1,400,000,000 shares relate to the
same block of shares. Such block of shares are held by
Efficient Market Investments Limited ("Efficient Market”)
which is beneficially owned as to 70% by Dr. Tsai through
Knightcote Enterprises Limited (“Knightcote”).

Mr. Lee, the spouse of Dr. Tsai, is deemed to be interested in
1,400,000,000 ordinary shares of the Company.

(2) The two references to 210,000,000 shares are included in the
1,400,000,000 shares held by Efficient Market which Dr. Su
Chien Cheng and Dr. Su Sh Hsyu each has 15% beneficial
interest through Knightcote. Dr. Su Chien Cheng and Dr. Su
Sh Hsyu are the son and daughter of Dr. Tsai respectively.

Other than as disclosed above, none of the directors, the chief
executives 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 2007

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2007 the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the
SFO shows that, the following shareholders had notified the
Company of relevant interests in the issued capital of the
Company.
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SUBSTANTIAL SHAREHOLDERS (Continued)

Long position in shares and underlying shares of the Company

Ordinary shares of HK$0.10 each of the Company

FERE ®)

RADRAROGRAEBRGNTE

K] AR EIEO. 10,8 T #y & B A%

Percentage
Number of of the issued
ordinary shares share capital
Name of beneficially held of the Company
shareholder Notes Capacity BHlE WMAXFRBET
BERtE 28 HiF &4 LEREE BAESL
Efficient Market 1 Beneficial owner 1,400,000,000 70.00%
EnlEEA
Knightcote 1 &2 Beneficial owner and held by a controlled corporation 1,400,000,000 70.00%
EnlEa ARBREEAERE
Dr. Tsai 2 & 3 Beneficial owner and held by a controlled corporation 1,400,000,000 70.00%
=EL EnlEa ARBRESEERE
Dr. Su Chien Cheng 4 Beneficial owner and held by a controlled corporation 210,000,000 10.50%
BEHELT Enla ARBFRESEAERE
Dr. Su Sh Hsyu 5 Beneficial owner and held by a controlled corporation 210,000,000 10.50%
BB EL Enla ARBFRESEAERE
Keywise Capital Investment Manager 101,370,000 5.07%
Management (HK) WEKIEA
Limited
Notes: Bfet:
1. Efficient Market is beneficially owned by Knightcote. 1. Efficient Marketfi Knightcote B z5 A ©
2. The controlled corporation, Knightcote, is beneficially owned 2. SR H A B Knightcote ) Bl AR £ BR 2 1
by Dr. Tsai as to 70%, Dr. Su Chien Cheng as to 15% and Dr. TREFHEETESEBT0% * 15% K 15%E
Su Sh Hsyu as to 15%. o
3. These shares are attributable to Dr. Tsai in respect of her 70% 3. FA A £218 % A Knightcote 70% %S ta% S A
interest in Knightcote. MBS
4. These shares are attributable to Dr. Su Chien Cheng in 4. R A BRI WL 18 T B Knightcote 15% #E 25 » X
respect of his 16% interest in Knightcote. ERDEBEES-
5. These shares are attributable to Dr. Su Sh Hsyu in respect of 5. R ERF 18 T A Knightcote 16 % HERS » %

her 15% interest in Knightcote.

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
2007.

ERMBEWATHES -

B EXHBENRRN R -_TELFA=1TH
ARBABEMNENARREHITRA ZETE
A REERIORA -

—ERLERRE BAXEVRERRAT
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FIEﬁ /\VT\
For the six months ended 30 June 2007 BZE—ZTZ+HFXA=1+HI/NEA
(With comparatives for the six months ended 30 June 2006)
(EREE—FEENFNA=ZFHIEANEANEERET)
(Expressed in thousands of Hong Kong dollars (HK$°000)) (X F & T A& 7)
For the six months
ended 30 June
BZEAA=1THIEAREAR
2007 2006
—EZLHF —ETRF
(unaudited) (unaudited)
(RIBER) (RIEEZ)
Note HK$°000 HK$'000
HtaE FET FET
Turnover EER 4 193,188 163,625
Cost of sales SHE R (31,298) (34,860)
Gross profit EH 161,890 128,765
Other operating income HAbL W 29,004 27,421
Distribution costs 7SR (53,409) (45,527)
Administrative expenses THAX (38,486) (33,947)
Other operating expenses Hh&Es (3,217) (3,729)
Share of loss of an associate EIE—FREE ARSE (348) (190)
Share of profit of a jointly FEME—R R B 2% T
controlled entity 19 -
Profit before taxation R A& A 5 95,453 72,793
Income tax expense S fim= 6 (21,157) (23,405)
Profit for the period B & ) 74,296 49,388
Attributable to: 1S -
Equity holders of the Company KNARERAF 74,329 49,584
Minority interests LER RS (33) (196)
74,296 49,388
Dividends el 7 100,000 40,000
Earnings per share BRET 8
— Basic —HAR 3.72 HK cents 2.48 HK cents
Al el
- Diluted —8E Not applicable Not applicable
il A NE A
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Condensed Consolidated Balance Sheet
M EERE

At 30 June 2007 RZ=ZZE

+HERA=1H

(with comparat/ves at 31 December 2006)

(B —ZFEEF+ A=+ —HOREEEHTF)
(Expressed in thousands of Hong Kong dollars (HK$'000)) (X F & T A &E7)

Non-current assets
Investment properties

Notes

Krat

FRBEE

Property, plant and equipment

Prepaid lease payments

Goodwill

Interest in an associate

Interest in a jointly
controlled entity

Available-for-sale investments

Deferred taxation assets

Current assets
Inventories

"B

TEIE - W5 K&
BHATHEER

GBS

RS QR

R—RAEESI B
-3

A ERE

R IBEE

REBEE

Trade and other receivables

Prepaid lease payments
Held-for-trading investme
Bank balances and cash

Assets held for sale

Current liabilities
Trade and other payables
Dividend payable
Deferred income
Taxation payable

nts

FE

B 5 R HAD AR 9
BRIt HEER

FEEEREA
RITREERES

BIEHEEE 10

RBAE

B 5 REAMENIRR 11
FERT A
EAEW R
FERTHIR

At At
30 June 31 December
2007 2006
—ETLF ZEETRF
ANA=+AH | +=A=+—8
(unaudited) (audited)
(REER) (FEEI%)
HK$°000 HK$'000
FET FAET
4,456 162,228
175,936 173,479
9,272 9,119
23,782 23,207
24 373
372 353
6,786 6,786
5,518 9,437
226,146 384,982
67,584 63,573
125,809 164,905
252 244
- 27713
501,378 356,243
695,023 612,678
157,274 -
852,297 612,678
77,276 70,198
85,001 -
8,811 9,336
7,695 27,638
178,783 107172

—ERLERRE BAXEVRERRAT
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Condensed Consolidated Balance Sheet (continued)

BRGEEERER®W

Net current assets
Total assets less current liabilities

Non-current liability
Retirement benefit obligations

Capital and reserves
Share capital
Reserves

Equity attributable to
equity holders of the Company
Minority interests

Total equity

RBEEFE

REERRDAE

FRBEE
RENEE

BRARf#E

[EEN

i
ARG R
DR R ELR

HER

Notes

libEzs

12

13

At At
30 June 31 December
2007 2006
—EELF —EER
AA=+H | +=ZA=+—H
(unaudited) (audited)
(RBER) (B FE%)
HK$'000 HK$'000
FET FAT
673,514 505,506
899,660 890,488
11,560 11,317
888,100 879,171
200,000 200,000
682,665 678,739
882,665 878,739
5,435 432
888,100 879,171
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Condensed Consolidated Statement of Changes in Equity
FIRRAE S S Bk

For the six months ended 30 June 2007 HZE—ZTZ+EFA=+HINEA
(Expressed in thousands of Hong Kong dollars (HK$'000)) (X T T A& (i)

For the six months ended 30 June 2007
BE-EStERA=THLERAA

(Unaudited)
(% E&7)
Minority
Attributable to shareholders of the Company interests
ARRRRER SUBRRRE
Share Capital Share  Statutory  Exchange Accumulated
Capital Surplus  Premium Reserve Reserve profits Total
B&  RABH% ROEE  iERE  ENRE  RHEA @it

HKS000  HKS'000  HK$'000  HKS'000  HKS000  HKS000  HKS'000  HK$'000
tEr  TEr  TAT  TEr  TEr  TET  TEr  TAR

THE GROUP KEE
At 1 January 2007 i S 3
-F-8 200,000 42,554 336,758 106,803 26,124 166,500 432 879,171
Net gain/lloss) recognized ERRNES NS/
directly in equity: (B8) 5%
Exchange difference arising T EG £
from translation of EXZE
overseas operations - - - - 14,597 - 85 14,682
Transfer to statutory reserve  EAZETRHE - - - 4,716 - 4,716) - -
Formation of non-wholly RUF2ENERR
owned subsidiary - - - - - - 4,951 4,951
200,000 42,554 336,758 111,519 40,721 161,784 5,468 898,804
Profit for the period BRET - - - - - 74,329 (33) 74,296
Dividends declared* EERRA* - - - - - (85,000) - (85,000)
At 30 June 2007 RZTELE
~E=t1H 200,000 42 554 336,758 111,519 40,721 151,113 5,435 888,100
* Dividends declared represent the final dividend and final * EERRFIIE = T TN F KRR F R KB H BIAR
special dividend for 2006 and do not included the interim Fil» I T 615 = FEF BRI R A BRI BR
dividend and interim special dividend for 2007, Fifo
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Condensed Consolidated Statement of Changes in Equity (continuea)

BRGREEREB R @

For the six months ended 30 June 2007 &HZ—ZTZ

FEFERNA=THIXER

(Expressed in thousands of Hong Kong dollars (HK$'000)) (M T & T B E )

The comparative figures for 2006 are set out as follows:

TEERFZHERETEHINAT:
THE GROUP K50
t 1 January 2006 RoTENE
-f-H
Net gain/lloss) recognized EZNER NG/
directly in equity: (BB 58

Exchange difference arising ~ TEESNER
from translation of overseas ~ EXEE

operations
Transfer to statutory reserve A EERHE
Acquisition of additional WEREAT
interest in subsidiaries BoMER
Payment of fixed compensation 7 BB FEH
to minority interest THEEEE
Profit for the period BREH
Dividends paid BIRRH
At 30 June 2006 RITERE

AAZTE

For the six months ended 30 June 2006
BE-EEAERA=THLERMA

(Unaudited)
(REER)
Minority
Attributable to shareholders of the Company interests
ARERRER SHRRER
Share Capital Share  Statutory  Exchange Accumulated
Capital Surplus  Premium Reserve Reserve profits Total
Rx  RxBH ROEE  EERG  EXRE  RHEA @
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TE TET TEn TEL TEn TET TEn TET
200,000 42,554 336,758 94,975 4,094 135,130 6,786 820,297
- - - - 8,470 - 62 8,532
- - - 1 - (11) - -
- - - - - - (769) (769)
- - - - - - (323) (323)
200,000 42,554 336,758 94,986 12,564 135,119 5,756 827,737
- - - - - 49,584 (196) 49,388
- - - - - (40,000) - (40,000)
200,000 42,554 336,758 94,986 12,564 144,703 5,560 837125
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Condensed Consolidated Cash Flow Statement
MR enER

For the six months ended 30 June 2007 #HZE —ZZ+FA=+HI/NEA

(With comparatives for the six months ended 30 June 2006)
(EREEZE-—FEENFNA=ZFHIEANEANEERET)

(Expressed in thousands of Hong Kong dollars (HK$'000)) (X F & T A &E7)

For the six months
ended 30 June
BZ~ A=tHLAEA

2007 2006
—ETLF ZETRE
(unaudited) (unaudited)
(REBER) (REER)
Note HK$’000 HK$'000
it 5t FET FAT
Cash generated from operations REEREE2HE 14 162,382 74,655
Overseas taxation paid BRI IR (17,238) (24,638)
Net cash from operating activities BETBAMERSFR 145,144 50,017
Investing activities REES
Purchase of property, plant and BETHE BELER
equipment (8,351) (3,848)
Proceeds from disposal of HETHE FH Rk
property, plant and equipment REAERR 96 -
Purchase of held-fortrading investments B EHEEERE - (432,327)
Proceeds from disposal of HERIEEER
held-for-trading investments REMG i’k’ - 341,524
Interest received B F & 2,615 1,653
Net cash used in investing activities REXBFMARSER (10,869) (92,998)
Financing activities MEEK
Dividends paid & A AR - (40,000)
Fixed compensation paid to ) DB R 2
minority interest EEME - (323)
Net cash used in financing activities REFBMAREEFE - (40,323)
Net increase/(decrease) in cash and ReRkBELEEY
cash equivalents #wn/ Cid) 28 134,275 (83,304)
Cash and cash equivalents at —A—BZzR&e
1 January RBEEEEY 356,243 338,748
Effect of foreign exchange rate changes ExggHo g 10,860 4,512
Cash and cash equivalents at 30 June RAA=THZES
REEEED
represented by bank balances (BRITET
and cash kBE) 501,378 259,956

—ERLERRE BAXEVRERRAT
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Notes to the Condensed Consolidated Financial Statements
RAAR A SRR M 5T

As of 30 June 2007 HE—ZTZ+FNA=ZTHILEAEAR

(With comparatives for the six months ended 30 June 2006 and as of 31 December 2006)
(EREE—FEENFNA=ZFHIEANEANEERET)
(Expressed in thousands of Hong Kong dollars (HK$°000)) (X F & T A& 7)

1. BASIS OF PREPARATION AND ACCOUNTING 1. MEEEREFEIR

POLICIES

The unaudited consolidated accounts have been RGBT EIRE DURZTTAFER
prepared on a basis consistent with the principal BATRAEZ S BOR — B ERRR I
accounting policies adopted in the 2006 annual RN T SRR B8 BB R B R K A3
accounts with the addition of certain new standards ZBBRUBRELR ([BAMBREE
and interpretations of Hong Kong Financial Reporting Al)) BEFMER RERE:

Standards ("HKFRS") issued and effective as at the

time of preparing this information. These are:

HKAS 1 (Amendment) Presentation of Financial Statements: Capital Disclosures
BRGELE 15 (IBFIR) MR 225 BARBRE

HK(IFRIC)-Int 8 Scope of HKFRS 2

B4 (BRVBREREZES) 2EESH BBV BREEDNE 25 2 & E

HK(IFRIC)-Int 9 Reassessment of Embedded Derivatives

B (BRVBREREZES) REESR EHAEITETLE

HK(IFRIC)-Int 10 Interim Financial Reporting and Impairment

B (BRVBREREZES) REE105 HERBA TSRS RORE

HKFRS 7 Financial instruments: Disclosures

BB REERIETR SHMTE FE

The adoption of such standards or interpretations does RNz E LS BETS ¥T$EIZA§+
not result in substantial changes to the Group's BURERBEARE HmE S +F L
accounting policies and has no significant effect on the FFEENEERTE-

results reported for the first half of 2007

The consolidated accounts have been prepared in RERBNIEREESSTMASE K 2E
accordance with the HKAS 34 “Interim Financial PR RIS 3458 f‘:F‘ B RS | BB
Reports” issued by the Hong Kong Institute of BARSHERARFES LEMRA([EH
Certified Public Accountants and the disclosure %EEUJ ) Z&Eé%ﬁmiﬁ% Km’\ﬁﬁxﬁﬂf
requirements of the Rules governing the Listing of BR-_ZETAFEVHHRE—HHEE

Securities on The Stock Exchange of Hong Kong
Limited (“the Listing Rules”). This consolidated
financial information should be read in conjunction with
the 2006 annual financial statements.

\
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Notes to the Condensed Consolidated Financial Statements (continued)
AR S I IFmER M5t @

2. CRITICAL ACCOUNTING ESTIMATES AND 2. BEEGFH A RIS

JUDGEMENTS

The Group makes estimates and assumptions as AEECHEURBBEREELEEGE
appropriate in the preparation of the accounts. These R E e IRBRRTARREME
estimates are based on historical experience and other =EMEL HEEREEZSBRATER
factors, including expectations of future events that are REBREAAEMER MREEMS -
believed to be reasonable under the circumstances and HARREFIR 2 HARDEBEER & RE
will, by definition, seldom equal the related actual S-HEERABREOBEEERTE M
results. The estimates and assumptions that have a EZTEX BEIEE -MERkEEBEIEES
significant effect on the carrying amounts of assets i EERE - EZ2EWRR T EREU
and liabilities include the productive life of property, K3 BiIaE T -

plant and equipment, impairment of goodwill,
allowances for trade receivable and inventories and the
determination of income tax.

3. SEGMENT INFORMATION 3. DEPE R
(a)  Geographical segment (a) DI

The Group's operations are located in the AEE 7 EBAURPEARLNR
People's Republic of China other than Hong (BBBRIN [RBIKREE]) & RHE
Kong (the “PRC"), Taiwan and others. fth 3 [&

An analysis of the Group's revenue and AREBIZHIY S I (T E m IR
contribution to operating results and segmental #) Bl 2 WA - B4 AR B R
assets and liabilities by geographic segments, ot EEREBE 2z TAT:

irrespective of the origin of the goods, is
presented below:

For the six months ended 30 June 2007
HZ-ZZtENAZHHILAER

PRC Taiwan Others Total

RE KR =) HitthE EH

(unaudited) (unaudited) (unaudited) (unaudited)

(REER) (REER)  (REBR) (REBH)

HK$'000 HK$'000 HK$'000 HK$000

FET FET FET FET

Turnover EEE 139,282 50,565 3,341 193,188
Other operating income Hihigelhs 23,196 4,886 922 29,004
Total revenue B 162,478 55,451 4,263 222,192
Segment results DEEE 84,135 17,748 (1,830) 100,053
Unallocated corporate expenses RERARZ (6,886)
Unallocated income REER 2,615
Share of loss of an associate EE—FBEnaER (348)

Share of profit of Bl —REREHEREH

a jointly controlled entity 19
Profit before taxation BRBL AR 95,453
Income tax expense FERAY (21,157
Profit for the period BRRF 74,296
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Notes to the Condensed Consolidated Financial Statements (continued)

A4 & B B HRaR Y ot

3. SEGMENT INFORMATION (Continued)

(a) Geographical segment (Continued)

Turnover
Other operating income

Total revenue

Segment results

Unallocated corporate expenses
Share of loss of an associate

Profit before taxation
Income tax expense

Profit for the period

ABEAR X
BlE—xBERREE

BRBEAT A
B

HRER

3.

SEMER (E)

(a) EDE (5

For the six months ended 30 June 2006
E&«f:—gg/\i/\ﬂ +E|U:/\ﬂ§]ﬂ

PRC Taiwan Others Total

RE KR a8 Hitpe @it
(unaudited)  (unaudited)  (unaudited)  (unaudited)
(REeER)  (REEZ)  (REBR) (REER)
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
113,733 46,467 3,425 163,625
20,446 6,276 699 27,421
134,179 52,743 4,124 191,046
73,389 11,976 (2,710) 82,655
(9,672)
(190)

72,793
(23,405)

49,388
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Notes to the Condensed Consolidated Financial Statements (continued)
AR S I IFmER M5t @

3.  SEGMENT INFORMATION (Continued) 3. o@mERGE
(b)  Business segment (b) EXII
The group comprises the following main AREEBEUATEBEK DI

business segments:

- sale of cosmetic products and provision - HEXRNEMRREHER
of beauty services AR
- leasing of investment properties - LA EYE
BE-EEtERA=TALAEA HEETAENAZTRIANER
For the six months ended 30 June 2007 For the six months ended 30 June 2006
Other Other
operating Capital operating Capital
Turnover income expenditure Turnover income  expenditure
Hit At

EXE KEkE  EARX BEEE  melE AAREY
(unaudited) (unaudited) (unaudited) | (unaudited) (unaudited) (unaudited)
(REEHR) (REBR) (REER) |(REER) (REFR)  (REER)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Féx Féx FiEn FAT FAT T

Cosmetics products and ~~ XRERLEARE

beauty services 193,188 - 8,351 163,625 - 3,848
Investment properties BENE - 3,362 = - 2,964 -
Others Afth - 25,642 - - 24,457 -

193,188 29,004 8,351 163,625 27,421 3,848
Segment Assets
PHEE
At At
30 June 31 December
2007 2006

R=BELE | RoTTAF
AA=+H | tZA=+—H

(unaudited) (audited)

(REER) (fe2=%)
HK$’000 HK$000

FET FAT

Cosmetics products and beauty services EREMREDRS 273,098 426,906
Investment properties BENE 161,730 162,228
434,828 589,134

SETLETHGRE BRAREHNEARAS 37



HE

\

AN
Afr e R

FEERAR T E

TURNOVER

Turnover represents the net invoiced value of goods
sold or services rendered after allowances for returns
and discounts, net of consumption tax.

An analysis of turnover by major categories is as
follows:

Sales of goods EmHEE
Service income BREBA
Entrustment fee income gl

PROFIT BEFORE TAXATION

Profit before taxation in the condensed consolidated
income statement was determined after crediting and
charging the following items:

Crediting: A
Interest income on bank deposits
Realized gain on disposal

of short-term investments

BTERAL B
HERBRE YOS

5.

Hlrgs

ERH

%%ﬁa%%‘ e

(B4R

AT RIREEEFIE D H) A

Notes to the Condensed Consolidated Financial Statements (continued)

Kb\ﬁ%

SR HRBHERFE
FOHBR)

For the six months
ended 30 June
BEAA=t+HLAER

2007 2006
—EEtLHF “EERE
(unaudited) (unaudited)
(RBER) (REER)
HK$'000 HK$'000
FET Fi&r
181,958 152,967
9,099 8,363
2,131 2,295
193,188 163,625
R T
IRRAR A W R AR AN M E st AR

kR T IR IE:

For the six months
ended 30 June
BEAA=tHLAER

2007
—BEtHF
(unaudited)
(REER)
HK$’000
FET

2,615

1,406

2006
ZETRE
(unaudited)
(REBER)
HK$'000
FET

1,653

1,224
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Notes to the Condensed Consolidated Financial Statements (continued)

ES

5.

e SRR EE @

PROFIT BEFORE TAXATION (Continued) 5.

Charging:

Net loss on disposals of property,
plant and equipment
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
Provision for write-down of inventory
Provision for doubtful debts
Operating lease expense on
land and buildings
Research and development costs
Amortization of other long-term assets

*

Eillo

HETHE BERRBFER

BIMA
(TREEZHL)
-2 RIE
—RIKEHA

N

I
]

—-HEREMBE
EZHe

(Fre k)
THE B5 R

S E
HFERARE
RIERE
T RiEFY

MERERY
BB A
EREESE

Included in directors’ remuneration were fees of

HK$1,494,000 (2006: HK$44,000), paid to directors

during the report period.

BRBLATEF (48)

For the six months
ended 30 June
BEAA=tHLAER

2007 2006
—EELF —ETRE
(unaudited) (unaudited)
(RBER) (REER)
HK$'000 HK$000
FET FET

87 542

34,147 27,356
2,606 1,964
1,187 1,032

111 62

2,089 586
9,171 9,731
1,852 682
1,824 69
8,385 7132

892 1,41

- 329

*

E=fehRERNRERRNRESEN

Z#E1,494,0008T (ZFFX

£:44,000/87T) °

—ERLERRE BAXEVRERRAT
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Notes to the Condensed Consolidated Financial Statements (continued)

HE

7.

AN
Afr e R

FEERAR T E

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 2007 (2006: 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 RAHE

the Group operates.

Group:
Overseas taxation
Deferred taxation

Taxation for the period

DIVIDENDS

2006 Interim, paid, of 1.40 HK cents
per ordinary share

2006 Interim Special, paid, of 0.60 HK cents
per ordinary share

2007 Interim, proposed, of 3.0 HK cents
per ordinary share

2007 Interim Special, proposed, of 2.0 HK cents
per ordinary share

6. MRHHX

HRAEBREE—
IEAREARBEELEERTEN (TR
FE) R EIERE B NIE

==

+FA=+H
S8

BINEN 2 HIBE BEIN 2 b EH R TS
ﬂﬁ$§l%aﬁﬁﬁ%/m%%

T2

For the six months
ended 30 June
BEAA=tHLAER

2007 2006
—EELF —ETRE
(unaudited) (unaudited)
(RBER) (REER)
HK$'000 HK$'000
FET Fi&r
17,238 25,851
3,919 (2,446)
21,157 23,405

For the six months
ended 30 June
BEAA=tHLAER

AEE:
IR
EEHE
HAHE
7.  BF
“EERFEIRMA 2P HRA

BB 405510
ZETRERIRN R EERIR A
BRERER0.60/51L
ZETHFRIR 2 P ERF
BT R30I
ZETHFEIR 2 PRI
BREAER2.051L

2007 2006
—EELF —ETRE
(unaudited) (unaudited)
(RBER) (REER)
HK$'000 HK$'000
FET Fi&r

- 28,000

- 12,000

60,000 -
40,000 -
100,000 40,000
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AR e ISR ARt e

DIVIDENDS (Continued)

The directors proposed an interim dividend of 3.0 HK
cents per share and a interim special dividend of 2.0 HK
cents per share. These proposed dividends have 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 equity
holders of approximately HK$74,329,000 for the six
months ended 30 June 2007 (2006: HK$49,584,000)
divided by weighted average number of approximately
2,000,000,000 ordinary shares (2006: 2,000,000,000)
in issue during the period.

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

TRADE AND OTHER RECEIVABLES

Trade receivables EC) S
Prepayments and deposits BEFERES
Financial refunds receivable R TR R

Other receivables Hib IR

Total trade and other receivables B 5 R E R

ek

Notes to the Condensed Consolidated Financial Statements (continued

B# (48)

B = HURT BB A3. 078 1L K A B B
PR 2. 0Bl - TR A E B Lt HER AR I
EERSEE-

BRER
FREABFIREAKSEHEE-_ST+
FARAZTHLEANERAZ REEZREE
5% R 474,329,000 T (ZEEX
£:49,684,000/% 7T) BREARNE H1TEBER
Jn#E 19 81492,000,000, ooth( TN
£:2,000,000,0000%) 5+ & -

HRAR B EAEEEEZEHRN
Wik SREERN

B 5 R H i EUBR X
At At
30 June 31 December
2007 2006
R-ZELF R-TZREF
AA=+H | TZA=+—H
(unaudited) (audited)
(RBER) (')
HK$’000 HK$'000
FET FAET
67,765 85,990
11,487 20,446
19,944 26,858
26,613 31,611
125,809 164,905

—ERLERRE BAXEVRERRAT

41



FRRAR A B IS R M5 e
9. 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 at the balance sheet
date:

Within 180 days 180A A

181 days to 365 days 81HZE365H
110 2 years 1226

Over 2 years 26

The fair value of the Group'’s trade and other
receivables at 30 June 2007 was approximate to the
corresponding carrying amount.

10. ASSETS HELD FOR SALE
On 10 April 2007, the directors resolved to dispose of
one of the Group's investment properties in Taiwan.
Negotiation with a buyer was in final stage and the
investment property was expected to be sold within
twelve months, has been classified as assets held for
sale and is presented as current assets. The
investment properties are included in the Group's
leasing of investment properties for segment reporting
purposes (see note 3).

The net proceeds of disposal are expected to exceed
the net carrying amount of the relevant assets, and
accordingly, no impairment loss has been recognized
on the classification of this investment property as
assets held for sale.

\

10.

Notes to the Condensed Consolidated Financial Statements (continued)

8 5 R H it YRR X

(&)

$Elﬁ’a\% HEGEP—=XEAAZEE

REER 28 S RUERFRERR DTN

At At

30 June 31 December

2007 2006

R-EELHF RZZETRFE
ANBA=+H | +t=A=+—H
(unaudited) (audited)
(REEX) (1)

HK$'000 HK$'000

FHETT FET

50,410 73,836

10,446 8,937

5,716 2,944

1,193 273

67,765 85,990

AEEE S REMERERN - FTLE
NASTRZAFEREEAEREERS

HIEHEEE

RZZBZLFNA+TH ESHALERE
EHA BN BEZIREME-BERZ
EREEARRZRER BRZREDEHR
TZEAREL WEDEAKFELESR
EWE2IARBEE RO HREME &
EMECHAREELHEHEKED
% (RMFE3) -

BRMLEMSRRFEMERREEEL
FREDFE A RRREMED B RIFHE
B AR - I BRI ER R
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Notes to the Condensed Consolidated Financial Statements (continued)
AR S I IFmER M5t @

11. TRADE AND OTHER PAYABLES 11. EZRHEMEMKRK
At At
30 June 31 December
2007 2006
R-FELHF RIZEERF
AA=+H | TZA=+—H
(unaudited) (audited)
(RBER) (f&2=%)
HK$’000 HK$'000
FET FET
Trade payables BHERIRR 13,013 16,607
Deposits from customers Rt 33,652 20,896
Other tax payables HibERHE 3,423 8,618
Other payables HibERERR 27,188 24,077
Total trade and other payables B RHEMENREREE 77,276 70,198
The following is an aged analysis of trade payables at FE R E FEMNBRIERE T :
the balance sheet date:
At At
30 June 31 December
2007 2006
R-FELHF RIZEERF
AA=+H | TZA=+—H
(unaudited) (audited)
(RBER) (fe2=%)
HK$’000 HK$'000
FET FET
Within 180 days 180HA 12,136 15,347
181 days to 365 days 181HZE365H 17 16
1to 2 years 1226 656 607
Over 2 years 2EL 204 637
13,013 16,607
The fair value of the Group's trade and other payables REBZESREMEMNBEINR -_ES ti
at 30 June 2007 was approximate to the corresponding NA=STHRZ AV EHEAEEEREREAEE

amount.
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Notes to the Condensed Consolidated Financial Statements (continued)

GES

12.

P& B 5 ERaR T o o

RETIREMENT BENEFIT OBLIGATION

Obligations on:

— defined contribution plans
— defined benefits plans

—ERM KRGS
—ERREMETE

Movement in the liability recognised in the balance

sheet:

Accrued retirement benefit obligations,

beginning

Total expense (Note)

Contributions paid

Currency realignments

Accrued retirement benefit obligations,

ending

HYEEHRINE
w5 (KEE)
Eﬁ'{ £
FERITE =58

HIRERHRINE (T

Note: Actuarial valuation of the pension plan is performed
by a qualified actuary annually. Last actuarial valuation
was made as at 31 December 2006. 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.

RAEERE
At At
30 June 31 December
2007 2006
—EEtLHF “EERE
AA=1+H +=-A=+—8
(unaudited) (unaudited)
(REBER) (REER)
HK$'000 HK$'000
FET Fi&r
11,560 11,317
11,560 11,317

REEREXRERZAEZHNT:

For the For the
six months year
ended ended
30 June 31 December
2007 2006
BE BHZE
—EELF ZETRF
NA=+H | tZA=+—H
WEREA IEFE
(unaudited) (unaudited)
(REERZ) (REBER)
HK$’000 HK$'000
FET FET
11,317 10,890
1,187 673
(909) (425)
(35) 179
11,560 11,317

Mat: RIKEEE t¢ EE/\Q%F”EW&EH

BEME L REEGHER-_FTX
F+-A=t— EI1’EHj AHFE PN
SEIRELE— /Air‘"iﬁiﬁﬁj'\?ﬁﬁr
BRERNIZEGEE
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Notes to the Condensed Consolidated Financial Statements (continued)

RIRRAR & BT SRR M AT e
13. SHARE CAPITAL 13. B&
Nominal value
HE
At At
30 June 31 December
2007 2006
—2EtLF ZEEREF
AB=+H | +=ZA=+—H
(unaudited) (unaudited)
(REER) (REER)
HK$'000 HK$'000
FET FEIT
Authorised: JETE
- 4,000,000,000 ordinary shares —4,000,000,0008%
of HK$0.10 each FRE(E0.1075 7T
AR 400,000 400,000
Issued and fully paid: BT RAE R
—2,000,000,000 ordinary shares —2,000,000,0008%
of HK$0.10 each FRXE{E0.1075 7T
AR 200,000 200,000
14. NOTESTOTHE CONDENSED CONSOLIDATED 14. fMGZERERERME
CASH FLOW STATEMENT
Reconciliation of operating profit before working capital EESEEA 2 LERNEEEMESR
changes to net cash generated from operations. @um)\@%ﬁﬁﬁﬁ
For the six months
ended 30 June
BZEAB=t+RLAKEA
2007 2006
g3 8 o3 —EEREF
(unaudited) (unaudited)
(REER) (REER)
HK$'000 HK$'000
FET FAEIT
Operating profit before working EEE BB 2L E B
capital changes 106,586 80,807
Increase in inventories FEEM (6,265) (7,252)
Decrease in trade and other B 5 I E e R K
receivables A 50,264 23,769
Increase/(decrease) in trade, other  E 5 HAfERS
payables, and deferred income R RIE kﬂﬂl
i Crd 11,554 (23,157)
Increase in retirement benefit FERTE Wfﬁi“bﬂ
obligations 243 488
Cash generated from operations REEBZHBRA 162,382 74,655

—ERLERRE BAXEVRERRAT
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Notes to the Condensed Consolidated Financial Statements (continued)

RSB ERAMNE @

15. CONNECTED AND RELATED PARTY 15.
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:

Rental income HESWA
Rental expenses HEMX
Purchase of finished goods from mABEAREARKS

related companies

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

The purchase transactions were carried out at cost plus
a percentage profit mark-up.

MEREHEALRS

RN AEEREEEATETEAR S,
B BREATIRIE AR AR 1ER =
AT BZEALTRHRNETZERRZ Z5F

BT
For the six months
ended 30 June
BZEXNA=1tHIEAEA
2007 2006
—EELF ZEERE
(unaudited) (unaudited)
(RBER) (REE&E®R)
HK$'000 HK$'000
FET FHET
19 480
99 101
1,419 1,238

HeR B PRI HES EE A2 %
i 1Te

BRRBER SRR AIREA DL E.
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Notes to the Condensed Consolidated Financial Statements (continued)

ES

16.

e SRR EE @

OPERATING LEASES

The Group as lessee

At the balance sheet date, the Group had
commitments for future minimum lease payments
under non-cancellable operating leases which fall due
as follows:

Within one year —FRA

In the second to fifth years inclusive =~ FE_FEZFhHE
(BIEEREMT)

Over five years BBAF

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. In addition, the Group’s PRC
subsidiaries have commitments to make rental
payments at a percentage of turnover for certain
leased properties.

BEEN
AEBERFAA
REEE R ARERE AT HEEE S5
M EISR AN 2 REHSFENT:

At At

30 June 31 December
2007 2006
—EELF —ETRE
AA=t+HB | TZA=+—H
(unaudited) (audited)
(REBER) (&%)
HK$'000 HK$000
FET FET
10,832 6,860
14,653 10,214
5,775 -
31,260 17,074

REMAERAEERE THEMES
2 SRR HEE R MAE SR PR EFRT
FEeUbsh ALE R BB AR ARE THE
EMELEERETAO LN S

—ERLERRE BAXEVRERRAT
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Notes to the Condensed Consolidated Financial Statements (continued)
FIRRAR & I IR M5 @

16. OPERATING LEASES (Continued) 16. RKEHEL @
The Group as lessor AEEERBEAA
At the balance sheet date, the Group had contracted REE B ANEEEBFPMFTA L2 A RE&
with tenants for the following future minimum lease EHSMAFOT:
payments:
At At
30 June 31 December
2007 2006
“EEtHE —ETRE
AB=+H | t=ZA=1+—H
(unaudited) (audited)
(RBER) (&%)
HK$'000 HK$'000
FHET FET
Within one year —FR 383 6,625
In the second to fifth years inclusive =~ E-FEZFRE
(BREERME) 194 5,185
577 11,810
17. CAPITAL COMMITMENTS 17. BARRIE
At At
30 June 31 December
2007 2006
“EEtHE —ETRE
AB=+H | t=ZA=1+—H
(unaudited) (audited)
(RBER) (&%)
HK$'000 HK$'000
FHET FET
Capital expenditure in respect of TUFETBE W%
acquisition of property, plant and P& PARIES)
equipment contracted for BARRIBEHREEE
but not provided in the financial ZEARAX
statements 2,782 3,002
18. SUBSEQUENT EVENTS 18. ®WHAKSR
There was no significant subsequent events occured R-BELFNA=TRERREBHRH
after 30 June 2007 and up to the date of this report. WRENERET BERRE.
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