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CHAIRPERSON’S STATEMENT
ETEHES

On behalf of the Group, | would like to present the interim
results for the six months ended 30 June 2006.

PERFORMANCE

During the review period, our PRC operation accounted for
69.5% of the total turnover, remained as the major growth
driver. The PRC market achieved 16.0% increase in turnover
at HK$113.7 million (1H 2005: HK$98.1 million) while its
operating profit posted a strong growth of 62.9% to HK$73.4
million (1H 2005: HK$45.1 million), offsetting the drop in
Taiwan operation. Backed by the strong growth in the PRC
coupled with effective cost controls, the Group’s net profit
for the period increased significantly by 52.3% to HK$49.4
million (1H 2005: HK$32.4 million).

Earnings per share for the first half of 2006 increased by
51.2% to HK2.48 cents. The Board of Directors has resolved
to declare an interim dividend of HK1.4 cents. Together
with the HKO.6 cents of special dividend, total dividend
per share amounted to HK2 cents, up by 53.8% relative to
HK1.3 cents from the corresponding period in 2005. This
high dividend payout ratio of 80.7% (1H 2005: 79.3%)
showed the Group’s appreciation of the continuous support
from our shareholders.

OPERATION

Brand Revamp Program Started to Reap Benefits
Awarded as the “Top 10 most influential beauty brands”
and “Top 10 most influential beauty franchised salons” in
China in 2005, Natural Beauty is fast becoming a prominent
brand name in the Greater China region. Our brand revamp
initiative has covered 1,000 stores in the PRC since April
2005. During the interim period, our effort in PRC has paid
off as our average store revenue improved by 10.8% to
HK$72,000 (1H 2005: HK$65,000). Our profit before taxation
as a result of which, increased significantly by 46.7% to
HK$72.8 million (1H 2005: HK$49.7 million) by lowering
our packaging costs, and we are also glad that our product
margin in the PRC further improved to 87% as compared
from 84% in the first half of 2005. With the commencement
of the revamp project in Taiwan since 2006, we believe
average store revenue in Taiwan will also see significant
improvement when benefits from the store revamp kick in
and when the Taiwan economy recovers in due course.
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In terms of brand positioning, we have increasingly aligned
our brand identity towards a younger market segment of
female customers between 18 to 25 years of age. With the
strongest purchasing parity amongst other demographic
segments, our future product development focus will be
geared towards the above market segment.

Franchisee Program and Entrustment Strategy to
Optimize Resources Allocation

Product sales in the PRC for the period reported satisfactory
growth of 17.6% to achieve a turnover of HK$108.6 million
during the review period.

As our products are distributed primarily through dedicated
spas and counters, increasing the number of points-of-
sales has been a key growth strategy of the Group. Our
franchisee program has been instrumental in rolling out
the Group’s distribution network to 1,476 spas in the PRC
with 61 additions since December 2005, while our dual-
track management system and 1,200 hours of compulsory
license training in collaboration with the Ministry of Labour
has assured that both our service quality is of top-notch

and lift up to our customers’ expectation.

In addition, our entrustment arrangement for self-owned
spas has continued to provide a stable recurrent income
from licensing fees and product sales for the Group, while
at the same time enabled us to effectively minimize our

operating costs as we augmenting our distribution network.

New Product Launch to Propel Growth

During the review period, we have introduced 17 new
products into our portfolio. Being the brand owner of its
products, the Group has the advantage of having better
control over related costs incurred. Hence our product
repackaging exercise, in addition to enhancing our brand
and product identity, has also optimized our operating
efficiency as we have opted for better designs at lower
costs. The launch of new synergistic products with high
margins not only generated additional sales revenue for
the Group but also further enhanced the Group’s product

margin.
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OUTLOOK

We maintain an optimistic outlook on the PRC market as
we continue to expect remarkable growth. Continuing to
build a strong presence in the PRC, the Group will maintain
product sales as our major revenue source, rely on our
franchise strategy to roll-out our distribution and point-of-
sales coverage, while at the same time generate more
income from training services and management fees. Our
service income, currently accounting for 5.1% of our
turnover, will also be an area with ample room for growth

that will also compliment our product distribution strategy.

As our brand revamp in Taiwan has just commenced in
2006, we believe there will be a time-lag before benefits
from the new identity will take effect in our Taiwan operation.
The Group will continue to enhance the operating efficiency
in Taiwan in order for the Group to be ready to take
advantage of pending recovery in the Taiwan economy. By
leveraging on our effective store revamping program, well-
focused franchise strategy and extensive distribution
network, Natural Beauty is committed to becoming the
leading beauty and spa services and professional product
provider in Greater China region.

Our operation outside of the PRC and Taiwan, which are
located mostly in Hong Kong and Malaysia, currently
account for merely 2.1% of our turnover from product sales
alone. While the Group’s products have generated positive
response from the market so far, we are of the view that
newly developed markets, such as Malaysia, could offer
substantial growth potential in the long run.
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In addition to opening 200 franchisee stores, we will also
expand our distribution channels through hypermarkets,
cosmetic drugstores and campus mailer to universities in
China. We will improve same store sales through rolling-
out our store revamp program in other stores and new
packaged products. We will also expand our service income
base through expansion of our beauty training business,
franchise fee for new franchisees and management fee.

NOTE OF APPRECIATION

While the Group appreciates the commitment, contributions,
and hard work of our employees and management team,
and to the Board of Directors for their valuable guidance,
we are also grateful for the support of our customers,
shareholders, and business partners. Going forward, we
will be recruiting several positions at the senior management
level in view of the rapid growth of the Group’s operation,
in order to generate maximum return for our shareholders.

Dr. Yen Yu Tsai
Chairperson

Hong Kong, 12 September 2006
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENWR DN
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Turnover slightly increased by 0.3% to HK$163.6 million
for the six months ended 30 June 2006, compared to
HK$163.1 million for the same period last year. Despite
the drop in sales in Taiwan due to economic recession and
political instability, the robust sales growth in the PRC
market offset the decrease in turnover from the Taiwan
market. As a result, the Group’s average sales per store
slightly decreased by 2.6% from HK$78,000 for the six
months ended 30 June 2005 to HK$76,000 for the same
period in 2006. Nevertheless, the Group continued to
achieve growth in its average sales per store over the past
2 years, with an average annual growth of 10.7% from
2003 to 2005.

In the PRC, the turnover surged by 16.0% or HK$15.7 million
to HK$113.7 million. The increase in turnover generated
from the PRC market was mainly due to an encouraging
increase of HK$16.2 million, representing a year-on-year
growth of 17.6% in product sales for the first six months of
2006. Increase in product sales was resulted from effective
brand and store image revamping program commenced in
April 2005. At present, approximately 1,000 stores of the
Group have completed or in the process of revamping in
the PRC market. During the first half of 2006, average store
sales of the PRC market recorded a further growth of 10.8%,
from HK$65,000 for the six months ended 30 June 2005 to
HK$72,000. Service income during the period posted a
loss as most of the Group’s spas that were originally
operated by subsidiaries were being entrusted.

In Taiwan, turnover decreased by HK$15.3 million, or 24.8%,
to HK$46.5 million for the first six months of 2006 compared
to HK$61.8 million in the corresponding period in 2005.
The drop in turnover was mainly due to the contraction of
Taiwan market under recession. In addition, the Group just
started its store revamping program in Taiwan at the end
of the first quarter and the effect has yet to be realized.
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Other markets include Hong Kong and Malaysia. As at 30
June 2006, the Group has 1 store in Hong Kong and 45
stores in Malaysia. Contribution to the Group’s operations
from these regions remained insignificant, which only
accounted for approximately 2% of the Group’s total

turnover.
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Turnover by Activities
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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 NB and Bio-up brand names.
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
2006, product sales accounted for HK$153.0 million, or
983.5%, of total turnover for the period, compared to
HK$151.4 million, or 92.9% for the corresponding period in
2005. Gross margin of products increased by 0.1%, from
84.3% for the same period in 2005 to 84.4% for the six
months ended 30 June 2006.

The increase in products sales was mainly attributable to
the HK$16.2 million increase in product sales generated
from the PRC market as a result of the successful brand
revamping program, including the overall brand image,
franchised store image and new product packaging of the
Group. In the PRC, a total of 183 products were repackaged
by the end of June 2006. This successfully increased the
product sales margins to 87%, up 3 percentage points
from 84% in the corresponding period of last year. However,
the increase was counteracted by the decline in product
sales of the Taiwan market. The decline was due to the
recession of the Taiwan economy and that the
commencement of store revamping program just started at
the end of first quarter, whose benefit has yet to be realized.
The Group will continue to increase its margins by further
enhancing its package revamp exercise.
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Other markets, including Hong Kong and Malaysia, only
accounted for 1.7% of total product sales for the period
under review.

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.

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 decreased by 8.2% to HK$8.4 million when
compared with the first half of 2005, which was mainly
attributable to the reduction of service income in the PRC
and Hong Kong markets. As one of the spas in the PRC
market was entrusted to a reputable operator for the first
four months of the period under review, service revenue
generated from the PRC decreased by HK$0.4 million.
Service revenue of the spa operations in Hong Kong
reported a reduction of HK$0.8 million due to the closure
of a spa since 1 January 2006. On the other hand, service
revenue of the Taiwan market remained stable at HK$4.8
million for the first half of 2006.

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.

Nevertheless, the service income generated from
management fees increased from HK$0.2 million to HK$1.2
million for the first six months ended 30 June 2006
compared to same period last year, and training income
increased by 342% to HK$0.9 million during the period
under review, as a result of the quarterly management fee
received from franchisees, and additional advertising of
beauty courses through CCTV-MTV music award
sponsorship.
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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 2006, the Group’s
entrustment income decreased by 8.3%, from HK$2.5 million
for the same period in 2005 to HK$2.3 million. The drop in
entrustment income was caused by the reclassification of
two entrusted stores as self-owned stores as well as the
closure of an entrusted spa due to land redevelopment by
the local government.

Other operating income

Other operating income includes rental income, interest
income and financial refunds, which amounted to HK$3.0
million, HK$1.7 million and HK$17.2 million respectively for
the six months ended 30 June 2006. During the period
under review, the Group recorded a growth of 30.2%, or
HK$6.4 million, in other operating income from HK$21.1
million for the six months ended 30 June 2005 to HK$27.4
million. The increase was mainly attributable to the increase
in financial refund in PRC as a result of higher operating
profits of the PRC subsidiaries.
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Distribution and administrative costs

The Group’s distribution costs as a percentage of turnover
decreased from 33.7% for the six months ended 30 June
2005 to 28.3% for the corresponding period in 2006. The
total costs decreased by HK$9.5 million, from HK$55.0
million for the six months ended 30 June 2005 compared
to HK$45.5 million for the same period in 2006. Despite of
our increased advertising exposure in various media, the
Group’s advertising costs and promotional expenses
reduced by HK$5.9 million to HK$21.7 million for the six
months ended 30 June 2006. The saving of distribution
costs was also contributed by the reduction of salary,
commission and travel expenses, which amounted to
HK$0.5 million, HK$1.6 million and HK$0.7 million
respectively.

On the other hand, administrative expenses as a percentage
of turnover remained constant at 21% for the six months
ended of both 2005 and 2006. The cost mainly covered
salary, legal and professional fee, depreciation and rental
charges. Total administrative expenses slightly increased
by HK$0.4 million to HK$33.9 million for the six months
ended 30 June 2006 as compared to HK$33.5 million for
the same period in 2005.

Other operating expenses

For the six months ended 30 June 2006, other operating
expenses totaled HK$3.7 million, which mainly represented
the provision of obsolete inventory of HK$1.5 million, loss
on disposal of fixed assets of HK$0.5 million and bank
charges of HK$0.7 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
and closure of branches and subsidiaries, 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 distribution costs and other
operating expenses contributed to the surge of 46.7% in
profit before tax, from HK$49.6 million for the six months
ended 30 June 2005 to HK$72.8 million for the same period
in 2006.
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Taxation

Taxation expenses posted an increase of 36.2%, from
HK$17.2 million for the six months ended 30 June 2005 to
HK$23.4 million for the six months ended 30 June 20086.
The effective tax rate of the Group for period ended 30
June 2005 and 2006 were 34.6% and 32.2% respectively.
The drop in effective tax rate was benefited from our Taiwan
operation, where the Taiwanese Government offered tax
reduction for Taiwan manufacturers who re-invest in Taiwan.
Despite this, the Group’s effective tax rate remained at a
relatively high level as there were withholding taxes on
dividends paid by our Taiwan subsidiaries when the
dividends were paid outside Taiwan.

Net profit for the period

For the six months ended 30 June 2006, the Group’s net
income increased by 52.3% from HK$32.4 million for the
six months ended 30 June 2005 to HK$49.4 million.

Liquidity and financial resources

Cash generated from operations for the six months ended
30 June 2006 was approximately HK$72.1 million. As at 30
June 2006, the Group had bank balances and cash of
approximately HK$260.0 million (as at 31 December 2005:
HK$338.7 million) and trading securities (which are mainly
quasi-money market funds) of approximately HK$118.5
million (as at 31 December 2005: HK$26.5 million) with no
external bank borrowing.

In terms of gearing, as at 31 December 2005 and 30 June
2006, the Group’s gearing ratio was zero (defined as net
debt divided by shareholders’ equity) as the Group has a
net cash balance as at both year end dates. Current ratio
of the Group (defined as current assets divided by current
liabilities) as at 31 December 2005 and 30 June 2006 were
5.3 times and 6.6 times respectively. As at 30 June 2006,
the Group had no material contingent liabilities, other than
those disclosed in its financial statements and notes thereto.
With the cash and short term securities in hand, the Group’s
liquidity position remains strong and the Group has
sufficient financial resources to finance its commitments
and working capital requirements.
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Charges on assets

Certain freehold investment properties of the Group with a
carrying amount of HK$157.2 million (as at 31 December
2005: HK$155.3 million) are pledged to a bank. The banking
facilities granted by the bank were terminated in 2002 but
the charge has not been released to facilitate application
of banking facilities in the future.

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 2006, approximately
83.6% (as at 31 December 2005: 68.1%) of the Group’s
bank balances and cash was denominated in Renminbi,
while approximately 8.8% (as at 31 December 2005: 21.4%)
was denominated in New Taiwan Dollar and the remaining
7.6% (as at 31 December 2005: 10.5%) 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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BUSINESS REVIEW

By geographic RUEBEE D2 1H2006 1H2005 Variance Variance
region = 201 —EBBARFE ZEEIF
F¥F E¥F 28 28
HK$'000 HK$'000 HK$'000
F#ET F#ET TE T %
PRC A
Turnover — Product sales & X8 -—EmiHE 108,605 92,383 16,222 17.6
Turnover — Service EEE R 2,833 3,194 (361) -11.3
Turnover — Entrustment EEE -RFKE 2,295 2,504 (209) -8.3
PRC Total PE KA 113,733 98,081 15,652 16.0
Taiwan =0 ]
Turnover — Product sales 2 ¥ - ERHEE 41,716 57,055 (15,339) -26.9
Turnover — Service EEE-RY 4,751 4,747 4 0.1
Turnover — Entrustment EEE -ZELE - - - T#EHAn/a
Taiwan Total - EX T 5 46,467 61,802 (15,335) -24.8
Others Hiuth @
Turnover — Product sales ZXBE-—ERHEE 2,646 2,009 637 31.7
Turnover — Service EEE - RB 779 1,168 (389) -33.3
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Others Total Hiih & XA 3,425 3,177 248 7.8
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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
Group’s product sales in the PRC increased 17.6% to
HK$108.6 million. Gross margin of product sales also
recorded growth, from 84.0% to 87.0% for the six months
ended 30 June 2006, representing a year-on-year growth
of 3.0 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
decreases in service revenue and entrustment income of
HK$0.4 million and HK$0.2 million respectively, the Group’s
overall gross profit in the PRC increased by HK$17.1 million
and the overall gross margin significantly increased from
78.9% to 83.1% for the six months ended 30 June 2006,
representing a year-on-year growth of 4.2 percentage
points.

With the increase in other operating income, mainly tax
refund, the operating profit for the first six months of 2006
surged by 62.9%, to HK$73.4 million as compared to the
same period in 2005.

Taiwan Market

Taiwan experienced economic recession during the period
under review. In addition, the Group commenced its brand
revamping program in the Taiwan market at the end of the
first quarter of 2006. As a result, product sales in Taiwan
dropped by 26.9% to HK$41.7 million for the six months
ended 30 June 2006. Gross margin of product sales also
dropped from 86.2% to 81.6% for the six months ended 30
June 2006, representing a decrease of 4.6 percentage
points.

Despite the Group’s service revenue generated from the
Taiwan market remained stable as compared to the same
period of last year. The group managed to turn services
from loss in first half of 2005 to a small gross profit of
HK$0.3 million for six months ended 30 June 2006.
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Due to the weak economic condition in Taiwan, resulting to
lower product sales and margins, operating profits reduced
by 17.9% to HK$12.0 million during the period under review.
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Distribution channels DEERE
Store Number by Ownership ~ REAEES 2EHHA  Franchisee Self Self
As at 30 June 2006 RZEEAERAZ1H owned Entrusted  owned Total Entrusted  owned Total  Grand
Spa Spa Spa Spa Counter Counter Counter Total
MBEHE ZHEY HELE kERL ZEXELE HEE%R

KEED KRED KRR @t g g ZEEx 2P4aq
Taiwan = 518 - 9 527 - - - 527
PRC # 1,476 25 5 1,506 20 67 87 1,593
Others Bt 45 - 1 46 - - - 46
Total @it 2,039 25 15 2,079 20 67 87 2,166
Store Number by REEEE D2 Franchisee
Ownership EHEE owned Entrusted Self owned Total
As at 30 June 2006 RZBZEXREXRA=TA MBEHEEFE ZEAKE BELE st
Taiwan =0 518 - 9 527
PRC H 1,476 45 72 1,593
Others o i [& 45 - 1 46
Total 5t 2,039 45 82 2,166
The Group principally derives income through its unique ASBEWREFEREHE — & - %ﬁi"ﬁ’ﬁkr
distribution channels, namely spas and counters in FOUNRBERARIZEBIHEE- R _TTR
department stores. As at 30 June 2006, there were a total F/RA=1TH AEE & HFHK2,166/H/E

of 2,166 store outlets, of which 2,079 were spas and 87
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 2,039 franchised spas as of 30 June
2006. There were also 15 spas and 67 counters directly
operated by the Group. Furthermore, there were a total of
25 spas and 20 counters being entrusted to reputable
operators.
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A total of 86 new stores were opened during the period
under review, while 41 stores, mainly less effective stores,
were closed.

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
2006, the Group’s overall gross margin remained stable at
78.7%, which was in line with that of the same period in
2005.
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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 2006, a total
of nearly 1000 franchise spas have completed or in the
process of their store revamping exercise.

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. A total of 183 products have changed their product
packages by 30 June 2006. This led to a higher profit
margin of 87% as compared to 84% for the same period of
the previous year, up by 3 percentage points in the PRC.
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.

BHEAKERLMBEEER
HMARAEENKEPLINBEEREREN 2
SKET B MBAERBAEERFINEELRE
HAAEKERLBRAIT A ANE®ER
BEZE ATREMNEBUEDEE R
BEARBEBHKERL-BE_ZTTEA
AZ=+8 & #&£iT1,000MKERLINBES
RS EEITEI TR

ENERBEE
AEENRARETETEREERBRE-
BR—FES ARREEFRABEERN
PE VEBLtEERERN _—BEZRBE:
b RABEERN BHE_ZTETF A
—+H 183EEMCERBE BHFHE
BRI EREFERIASA% EFABED 2 =E87% °
REEBBRFARNEBEENEMBR

W e R B

RRTHFESL AKEERMRELFAE N
NEEREEMERRRAENRER -TKE
B SMEME G A B & VBRI B R R - R i 5
ABOM - B AN E MR BB A
XET700BREm -AKEMRRFAERMH3
BRERZRABIER BE EHREY
LEEREEXMBNEINBARARK N
B TE AR BAREMR TINARTE R FHE
ROFrREMFR D AEERE EBBME
NTARIBEREE N EHEB LR ERNTERI0
FHEBEANZ BYREELCXTRERS
Em-NBEREIERBRAKS  LRAEH
Bh BAaRTZEBRIENERHE-
NBE m B & WL &3 BRACH - AR A -

ZRERREPHRE BRZEYRERRLA

19



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.

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
development of beauty and skin care products.

in the research and

The total research & development cost of the Group for the
six months ended 30 June 2006 amounted to HK$1.4 million
(1H 2005: HK$0.9 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 2006, over 65,000
sets/bottles of NB-1 family products were sold, with a
turnover of HK$55.3 million when compared with HK$19.8
million for the same period last year.

In 2006, the Group continued to enrich its product range
and launched 17 new products during the period under
review.
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New Promotional Channels

The group also planned to expand its promotional channels
through campus mailer to 50 universities in Beijing,
Guangzhou and Shanghai, which consist of approximately
400,000 female population. The mailers will be delivered to
each room in student dormitories. Posters associated with
the mailers will also be used in each cafeteria and
classroom across all campuses. In addition, we will hold
campus beauty classes and celebrity events to promote
the mailers. This is expected to be an efficient promotional
channel for targeting potential NB customers and
generating sales revenue alike.

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 and that in the PRC is expected to
complete by end of 2006.

Human Resources

As at 30 June 2006, the Group had a total of 860
employees, of which 667 were based in PRC, 178 in Taiwan
and 15 in other areas. Total remuneration (excluding
directors’ emoluments) for the six months ended 30 June
2006 was approximately HK$30.4 million (1H 2005: HK$32.3
million), including retirement benefits cost of HK$1 million
(1H 2005: HK$0.8 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.
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In addition, the Group adopted a share option scheme on
11 March 2002, for the purpose of providing incentives
and rewards to eligible participants who contributed to the
success of the Group’s operations. The Directors may, at
their discretion, invite any employee or director of the Group
and any qualified person as set out in the scheme, to
subscribe for shares. Up to the date of this document, no
share option had been granted under the share option
scheme.

The Directors also strengthened
management team by recruiting the group’s chief executive

its professional

officer, chief operational officer, sales general manager,
head of supply chain as well as head of finance for the
PRC market from multinational companies. They are
expected to be all on board before the end of the year.
The board believes that after two years of consolidation,
the recruitment of more industry experts will be beneficial
to further drive the Group’s expansion for its long-term
development in future.

Capital Expenditures

The Group’s major capital expenditures were related to
self-owned spas and machinery in our factories. There were
HK$3.8 million additions to fixed assets for the period ended
30 June 2006 (30 June 2005: HK$18.9 million). The
difference was due to a property purchased in Guangzhou
last year at a consideration of HK$12.9 to expand the
regional Training Centre for the southern China region.

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 does not anticipate the need for any new
factory in the near future.

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.
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The recession in Taiwan is mainly related to the recent
political scandal of the presidential family. The recovery of
the Taiwan economy depends, to a large extent, on the
outcome of the condition. The Group expects the Taiwan
economy will start to recover in year 2007.

CORPORATE GOVERNANCE AND OTHER INFORMATION
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 2006 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.
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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.

Compliance with the Code on Corporate Governance
Practices

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 2006 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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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 2002, in the case
of Dr. Tsai Yen Yu (“Dr. Tsai”), Mr. Lee Ming Ta (“Mr. Lee”)
and Mr. Su Chien Cheng (“Mr. Su”) and from 21 September
2004 in the case of Dr. Su Sh Hsyu (“Dr. Su”). The service
contracts of the independent non-executive directors were
also for a term of three-years, commencing from 11 March
2002 in the case of Mr. Yeh Liang Fei (“Mr. Yeh”) and Mrs.
Chen Shieh Shu Chen (“Mrs. Chen”) and from 21 September
2004 in the case of Mr. Chen Ching (“Mr. Chen”). These
service contracts may be terminated by either party giving
to the other not less than three calendar months’ notice in
writing. The service contracts of Dr. Tsai, Mr. Lee, Mr. Su,
Mr. Yeh and Mrs. Chen expired on 10 March 2005 and
were renewed for another three years on 11 March 2005.
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 Mr. Su,
HK$600,000 to Dr. Su, 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, Mr. Su and Dr. Su 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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DIRECTORS’ INTERESTS IN SHARES

As at 30 June 2006, the interests of the directors, the chief
executives 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:

EERNRONER
R-ZBZERFAA=ZTH BF T2THA
BREFZHMBEATRARR REREEE
BB BRI REST EAECERNAR
ARBEEFMBEGH ([EHFRPEK
11) E362157F BB LM - HRE - TR A
B LT ARERETERRZNFRESTH
(MMRESTA]) W& AR F] R B e as
LIS

Long positions in shares and underlying shares of the RAQATARAREBERGNER
Company
Ordinary shares Rl

Number of ordinary shares

LTERHA
% of the issued
share capital of
Family Corporate the Company
Name of directors interests interests HAXRQATE R
EENE RikER AR ER = o
Dr. Tsai - 1,500,000,000 75.00%
E=E+ (Note 1)
(K1)
Mr. Su - 225,000,000 11.25%
BT E (Note 2)
(Kta22)
Dr. Su - 225,000,000 11.25%
gL (Note 2)
(Ktax2)
Mr. Lee 1,500,000,000 - 75.00%
FhAE (Note 1)
(Htat1)
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DIRECTORS’ INTERESTS IN SHARES (continued)

Notes:

(1) The two references to 1,500,000,000 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
1,500,000,000 ordinary shares of the Company.

(2) The two references to 225,000,000 shares are included in the
1,500,000,000 shares held by Efficient Market which Mr. Su and
Dr. Su each has 15% beneficial interest through Knightcote. Mr.
Su and Dr. Su are the son and daughter of Dr. Tsai respectively.

Other than as disclosed above, none of the directors, the
chief executive or their associates had any interests or
underlying shares on
debentures of the Company or any of its associated

short position in any shares,

corporations as at 30 June 2006.

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

During the period ended 30 June 2006, 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 2005. 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 2006.
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SUBSTANTIAL SHAREHOLDERS

As at 30 June 2006, 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.

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

FERR

RZEBZERERNAZTRH KQAREE

N BB 55 3361517 B &Y = ERR A M 88

ﬂ_’\ TATRREMEARARERARAE
TIRANEREER-

REATRGREBRGNETRE

Ko a]lFREEO. 1078 T /Y B AR
Percentage

of the issued

share capital
of the Company

Number of
ordinary shares
beneficially held

Name of shareholder Notes  Capacity ExBEE AL RCERS

RRAR Mz &% EERHE REABA

Efficient Market 1 Beneficial owner 1,500,000,000 75.00%

ExBEEA
Knightcote 1&2 Beneficial owner and held by a controlled corporation 1,500,000,000 75.00%
1k2 EBRBEBARBRRELZERSE

Dr. Tsai 2&3 Beneficial owner and held by a controlled corporation 1,500,000,000 75.00%

giEt 2R3 EnBEARBIEHZERSB

Mr. Su 4 Beneficial owner and held by a controlled corporation 225,000,000 11.25%

BiA EXBBEARBIENEERSE

Dr. Su 5 Beneficial owner and held by a controlled corporation 225,000,000 11.25%

HiEt EnBEEARBREGEERA

Notes: Bt &t -

1. Efficient Market is beneficially owned by Knightcote. 1. Efficient Marketf Knightcote®E z= # A& °

2. The controlled corporation, Knightcote, is beneficially owned by 2. ;?ﬁ)ilKnightcote’ﬁﬂUEﬂ%ﬁi\ﬁﬁ"ci{&?f?
Dr. Tsai as to 70%, Mr. Su as to 15% and Dr. Su as to 15%. BEEZHEBT70%  15% M 15%HE5-

3. These shares are attributable to Dr. Tsai in respect of her 70% 3. A A 2218 & # B Knightcote 70% 1 2@ i 2 5 1%
interest in Knightcote. WEBEFES-

4. These shares are attributable to Mr. Su in respect of his 15% 4. F 7 %% 5 4 B Knightcote 15% 25 iZ F %
interest in Knightcote. WEBEMES-

5. These shares are attributable to Dr. Su in respect of her 15% 5. 7 #4218 & % A Knightcote 15% 25 Z F %
interest in Knightcote. MEBEAES-

Other than the interests disclosed above, the Company B EXHEMNERZIIN R NFA=

has not been notified of any other relevant interests or T H ' RAAFWHMEMNSEHNARAFTEBITR

short positions in the issued share capital of the Company
as at 30 June 2006.
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INTERIM AND SPECIAL DIVIDEND

The Board has resolved to recommend the payment of an
interim dividend of 1.40 HK cents per share (2005: interim
dividend of 0.90 HK cents) and a special dividend of 0.60
HK cents per share (2005: 0.40 HK cents). The interim
dividend and special dividend will be distributed on around
27 October 2006 to shareholders whose names appear on
the register of members of the Company as at the close of
business on 28 September 2006.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed
from 27 September 2006 to 28 September 2006, both dates
inclusive, during which period no transfer of shares may
be registered. In order to qualify for the interim and 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 17th Floor, Hopewell Centre, 183
Queen’s Road East, Hong Kong not later than 4:00 p.m. on
26 September 2006.

By order of the Board
Dr. Tsai Yen Yu
Chairman

As of the date hereof, the Executive Directors of the
Company are Dr. Tsai Yen Yu, Mr. Lee Ming Ta, Mr. Su
Chien Cheng and Dr. Su Sh Hsyu. The Independent Non-
executive Directors of the Company are Mr. Yeh Liang Fei,
Mrs. Chen Shieh Shu Chen and Mr. Chen Ching.

Hong Kong, 12 September 2006
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CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

SRR TS

CONDENSED CONSOLIDATED INCOME STATEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2006
(With comparatives for the six months ended 30 June 2005)

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

Turnover
Cost of sales

Gross profit

Other operating income
Distribution costs
Administrative expenses
Other operating expenses
Share of loss of an associate

Profit before taxation
Income tax expense

Profit for the period
Attributable to:

Equity holders of the Company
Minority interests

Dividends

Earnings per share
- Basic

- Diluted

2ER
i & AR

EF

H it 82 W a8
DA

THF
Hitg g i
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EARE WER

BE_—_EEANFEANA=1THISEA
(BERIEZ _—_ZFEEAFNA=1+HIENEA

BB EF)
(A FHBTHBENN)
For the six months
ended 30 June
BZAA=1+HILAEAR
2006 2005
—EENE —ETREF
(unaudited) (unaudited)
(REBER) (REEZ)
Note HK$°000 HK$'000
fit & FET FET
5 163,625 163,060
(34,860) (34,690)
128,765 128,370
27,421 21,064
(45,527) (55,016)
(33,947) (33,540)
(3,729) (11,204)
(190) (52)
6 72,793 49,622
7 (23,405) (17,185)
49,388 32,437
49,584 32,791
(196) (354)
49,388 32,437
8 40,000 26,000
9
2.48 HK cents 1.64 HK cents
2.4838 1l 1.64%
Not applicable | Not applicable
TER TER




CONDENSED CONSOLIDATED BALANCE SHEET HHGSEEEEER

AT 30 JUNE 2006 R=-ZFEENFANAZ=ZTH
(with comparatives at 31 December 2005) (ER-—FEFEAFIT-A=+—HHHEH
F)

(Expressed in thousands of Hong Kong dollars (HK$'000)) (M FE T AET)

At At
30 June 31 December
2006 2005
—ZEXE —TZERF
AA=+H | tZA=+—H
(unaudited) (audited)
(RBER) (BE%)
Notes HK$°000 HK$'000
fi & FET FE T
Non-current assets ERBEE

Investment properties REME 10 161,576 159,653
Property, plant and equipment TEE HERE 10 174,201 178,725
Prepaid lease payments ERTIHBEER 10 9,012 9,039
Intangible assets BREE 10 606 927
Goodwill EES 10 13,994 13,898
Interest in an associate R—FREERR Em 355 545
Available-for-sale investments AREERE 6,786 6,786
Deferred taxation assets EERBEE 7,162 4,716
373,692 374,289

Current assets RBEE
Inventories B8 63,047 56,477
Trade and other receivables SR E MR 3K 11 117,391 141,229
Prepaid lease payments ERLTHAER 238 236
Held-for-trading investments BIEEBERE 118,518 26,491
Bank balances and cash RITBEGFRAS 259,956 338,748
559,150 563,181

Current liabilities REBEE
Trade and other payables B REMERNERR 12 58,732 82,041
Deferred income I 8,641 8,489
Taxation payable e T 1B 16,966 15,753
84,339 106,283
Net current assets TRBEEFRE 474,811 456,898
Total assets less current liabilities BHEERRBAR 848,503 831,187
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CONDENSED CONSOLIDATED BALANCE SHEET fH&Z4¥EEEBXR (&)
(continued)

AT 30 JUNE 2006 R-ZBEANFAA=ZTH
(with comparatives at 31 December 2005) (BRI —ZFEZFhF+_A=+—HE &K
%)

(Expressed in thousands of Hong Kong dollars (HK$'000)) (W FE T AEN)

At At
30 June 31 December
2006 2005
—EENE —TTRF
AB=+RH | +ZA=1+—8H
(unaudited) (audited)
(RBER) (&%)
Notes HK$°000 HK$'000
fit & FET FHT
Non-current liabilities ERBEE
Retirement benefit obligations BINEFEME 13 11,378 10,890
837,125 820,297
Capital and reserves BAR#E
Share capital % A 14 200,000 200,000
Reserves 1 631,565 613,511
Equity attributable to equity holders AARIRRELER
of the Company 831,565 813,511
Minority interests LEHBRRER 5,560 6,786
Total equity R 837,125 820,297
Dr. Tsai Yen Yu Mr. Lee Ming Ta
EREEL ZTHEXE
DIRECTOR DIRECTOR
EE EE
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CONDENSED CONSOLIDATED STATEMENT OF HHGEEREH R

CHANGES IN EQUITY

FOR THE SIX MONTHS ENDED 30 JUNE 2006 BE-_SEEANFAA=1+HIEAGEA
(Expressed in thousands of Hong Kong dollars (HK$°000)) (AFETAEEMN)

(Unaudited)
(REEH)
Minority
Attributable to shareholders of the Company interests
AAARFESE SERRER
Share Capital Share  Statutory  Exchange Accumulated
Capital Surplus Premium Reserve Reserve profits Total
Bx  REER  RHEE  AERE  EARE  RiEW st

HK$1000 HK$'000 HK$000 HK$'000 HK$000 HK$'000 HK$000 HK$'000
TiET TiET TETL TiET TETL TiET TEL TETL

THE GROUP 31
At 1 January 2006 RZBEAE
-A-H 200,000 42,554 336,758 94,975 4,094 135,130 6,786 820,297
Net gain/(loss) recognized BRRER G/
directly in equity: (B&) &
Exchange difference arising NEBNER
from translation of overseas EXzg
operations - - - - 8,470 - 62 8,632
Transfer to statutory reserve ERZEREE - - - 11 - (11) - -
Acquisition of additional interest WEHBLRNEIMER - - - - - - (769) (769)

in subsidiaries
Payment of fixed compensation mOgRRER

o minoriy interest THTERE - - - - - - (323) (323)
200,000 42554 336,758 94,986 12,564 135,119 5,756 827,737
Profit for the period BREA - - - - S sese (196) 49388
Dividends paid EERA - - - - S (o000) - (40.000)
At 30 June 2006 RZZENE
~EZTH 200,000 42554 336,758 94,986 12,564 144,703 5,560 837,125
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CONDENSED CONSOLIDATED STATEMENT OF HRGREREEEH R (8)
CHANGES IN EQUITY (continued)

FOR THE SIX MONTHS ENDED 30 JUNE 2006 BEe—_ZEZEANFANA=F+HIEANEA
(Expressed in thousands of Hong Kong dollars (HK$'000)) (U FHETHEN)

The comparative figures for 2005 are set out as follows: TEERFIHEEFTEI O T
(Unaudited)
(REEH)
Minority
Attributable to shareholders of the Company interests
ARRRFESE SERRRE
Share Capital Share Revaluation  Statutory  Exchange Accumulated
Capital Surplus  Premium Reserve Reserve Reserve profits Total
Rx  RAB®  RBEE  EMREFE  iERE  ERRE  2HER it

HK$'000 HK$000 HK$'000 HK$000 HK$'000 HK$1000 HK$'000 HK$000 HK$'000
TETL TiET TiET TETL TiET TETL TiET TETL TiET

THE GROUP A58

At 1 January 2005, as previously R -EERE

reported as equity -A-8
REGHES 200,000 42554 336,758 16,741 78,760 5,644 114512 - 794,969
At 1 January 2005, as previously R -EERE
reported as minority interest -A-B
RERASUBRR
& - - - - - - - 9,662 9,662
Effect of adopting HKAS 40 REEEHER
A TE - - - (16,741) - - 16,741 - -

At 1January 2005, as restated N -EERE

-A—H &5l 200,000 42 554 336,758 - 78,760 5,644 131,253 9,662 804,631
Net gain/(loss) recognized BERER NG/
directly in equity: (BB) 58
Exchange difference arising TEBNER
from tranglation of overseas Exzg
operations - - - - - 2,290 - (5) 2,285
Payment of fixed compensation A4 SR E B
o minority interest THEERE - - - - - - - (305) (305)
200,000 42,554 336,758 - 78,760 7,934 131,253 9,352 806,611
Prolfit for the period Bl - - - - - - 32,791 (354) 32,437
Dividends paid BRI A - - - - - - (35,000) - (35,000)
At 30 June 2005 RZEZRE
~AZTH 200,000 42 554 336,758 - 78,760 7,934 129,044 8,998 804,048
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2006
(With comparatives for the six months ended 30 June 2005)

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

Cash generated from operations
Overseas taxation paid

Net cash from operating activities

Investing activities

Purchase of property, plant and
equipment

Proceeds from disposal of
property, plant and equipment

Purchase of held-for-trading investments

Proceeds from disposal of
held-for-trading investments

Interest received

Net cash used in investing activities

Financing activities
Dividends paid
Fixed compensation paid to
minority interest

Net cash used in financing activities

Net decrease in cash and
cash equivalents

Cash and cash equivalents at
1 January

Effect of foreign exchange rate changes

Cash and cash equivalents at 30 June

represented by bank balances
and cash

BHHSERERER
BE_—_EEANFEANA=1THINEA
(BREZE —EFEARFNNA=1THILNEA

BB EF)
(A FHEITLBEMN)
For the six months
ended 30 June
BEZ~A=1+HIEAEA
2006 2005
—EEARE —ETHF
(unaudited) (unaudited)
(RBER) (REEZ)
(restated)
g
Note HK$’°000 HK$'000
ft i FET FET

REELBRELE RS 15 74,655 89,621

BRI INEIE (24,638) (28,637)
RETHMBRAEFE 50,017 60,984
BRETH

BETHE BHRHRE

(3,848) (18,887)

HERHE FZR

REMBNE = 1,195
BEREEERE (432,327) (340,814)
HEREES

BERNETIE 341,524 306,031

B F & 1,653 1,580
BREXBKMBLREFHE (92,998) (50,895)
MEEK

A BRI (40,000) (35,000)

RABBRRER S

TEEEREE (323) (305)
BMEFEMARS TR (40,323) (35,305)
BeLBEEED

R EE (83,304) (25,216)
R—B—BzH4%&

RBCEEBY 338,748 235,920
ExZHoVE 4,512 1,682
RAB=Z+tHZHE®

REEEEY

LASR 77 2
RR&KE 259,956 212,386
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NOTES TO THE CONDENSED CONSOLIDATED fHE&ZAMBHMRME
FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 30 JUNE 2006 BE _—_SEANFNA=1THIESEA
(With comparatives for the six months ended 30 June 2005 (EREEZE-—FEERFNNA=1HI~EA
and year ended 31 December 2005) R-_EFERFFT A=+ —HIEFENEER

(Expressed in thousands of Hong Kong dollars (HK$'000) &%) (B S B 3BSN K THETAEN)
unless otherwise stated)

BASIS OF PREPARATION AND ACCOUNTING
POLICIES

The unaudited consolidated accounts have been
prepared on a basis consistent with the principal
accounting policies adopted in the 2005 annual
accounts with the addition of certain new standards
and interpretations of Hong Kong Financial Reporting
Standards (“HKFRS”) issued and effective as at the

time of preparing this information. These are:

HKAS 19 (amended 2005) “Actuarial Gains and
Losses, Group Plans and Disclosures”

HKAS 39 (amended 2005) “Cashflow Hedge

Accounting of Forecast Intragroup Transactions”

HKAS 39 (amended 2005) “The Fair value Options”

HKAS 39 and HKFRS 4 (amended 2005) “Financial
Guarantee Contracts”

HKFRS-Int 4 (amended 2005) “Determining whether
an Arrangement contains a Lease”

The adoption of such standards or interpretations
does not result in substantial changes to the Group’s
accounting policies and has no significant effect on
the results reported for the first half of 2006.
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BASIS OF PREPARATION AND ACCOUNTING
POLICIES (continued)

The consolidated accounts have been prepared in
accordance with the HKAS 34 “Interim Financial
Reports” issued by the Hong Kong Institute of
Certified Public Accountants and the disclosure
requirements of the Rules governing the Listing of
Securities on The Stock Exchange of Hong Kong
Limited (“the Listing Rules”). This consolidated
financial information should be read in conjunction

with the 2005 annual financial statements.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

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

MANAGEMENT OF FINANCIAL RISK FACTORS

The Group’s activities are exposed to movements of
foreign currencies, fair value interest rate risk, credit
risk and liquidity risk. These risks are reviewed
periodically to ensure their impact on the Group’s
financial performance is minimised through the use
of forwards, options or other appropriate derivative
financial instruments. It is the Group’s policy to use
the above derivative instruments solely for the

purpose of financial risk management.

RBEEERSHERE (&)

RERBDRBREESMASHEM
ZERBEFERIE 345 [ B K 3],
SIRBRBARIMBRABES
ERRA(TETRA) 2RERE
mE-AGEAMBENEER _—_ZTZF
hFEEMBRER —HHE-

BEEG MG RHE

AEEERUEKRBBERETEFLEES
HEEBRR - WEGHFDHREBEL
BELEMAZMEL EHEXERE
EZEBERATHRKREEMAERARE
MWIER MikEEMS HAKFEZ
BRARIEEBEERGRES -HE
ERRBERAEBEARTE 2MHFR
BRE BRITHE BERRBILE
Sw BTEE BERE BZHEK
RRLGERBEARMSHEEE-

MERREEERE
REBMEBKAEEINE RS X TE
MEEBR FEERBRRRBESRAR-
AEBTHEHLSRBETR
BREBAKARBRAEN BHEAHONK
HMBEEMTEem T A REHAK
EEMBRREXOTE - RNEE 2
BRAERVBRERREEEOKA L
MmETETHE-
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4.

SEGMENT INFORMATION
(a) Geographical segment

The Group’s operations are located in the
People’s Republic of China other than Hong

Kong (the “PRC”), Taiwan and others.

An analysis of the Group’s revenue and

contribution

segmental assets and liabilities by geographic

segments,

to operating

irrespective of the origin of the

goods, is presented below:

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

e
H A 1 & s
LN

DEERE

REER

FEAG — R B &
~alBE

B 7% At A
S M

H 79 )t )
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results and

Al

4. DHEH
(a) i
AEBZEBURPEARHK
ME (FAERKRN [FEHKX
Bel) BEREMME-
AEEZMWE D (THE R
R B D 2 WA - E A& 3
BEHEB R HMEEHEBE Y
AT
For the six months ended 30 June 2006
HE-ZZEAEAAZ+ALAEA
PRC Taiwan Others Total
W AR = | Hitt B @
(unaudited) (unaudited) (unaudited) (unaudited)
(REER) (REER) (REBR) (REER)
HK$'000 HK$°000 HK$'000 HK$'000
FEx FEx FEx FEx
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



SEGMENT INFORMATION (continued)

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

o
= e
o 1
A
Tk
=
o
Bl

A

DEERE

AEREABXH

EIE—REE
NIl 3

B % B 4t )
PSR X

H A A

4. oHER(E)
(a)

g 5 3 (8)

For the six months ended 30 June 2005

BE_ZZREAA=THILREAR

PRC Taiwan Others Total

o R e aE Hit @ @t
(unaudited)  (unaudited)  (unaudited)  (unaudited)
(x@EER) (REER) (REER) (REER)
HK$'000 HK$'000 HK$000 HK$'000
FET FET FET FET
98,081 61,802 3,177 163,060
16,290 4,342 432 21,064
114,371 66,144 3,609 184,124
45,052 14,582 (4,575) 55,059
(5,385)

(52)

49,622

(17,185)

32,437
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4. SEGMENT INFORMATION (continued) 4, DEHER (8)

(b) Business segment (b)
The group comprises the following main
business segments:

- sale of cosmetic products and provision
of beauty services

- leasing of investment properties

For the six months ended
30 June 2006
BZ-2ZXf
RAZTHLEARMEA
Other
operating
income Capital
Turnover Hh expenditure
EXE KERE E1rBEX
(unaudited) (unaudited) (unaudited)
(REEHR) (RBEXR) (RBRER)
HK$’000  HK$'000  HK$'000
FET FET FET

Cosmetics products EPERR

and beauty services EXE 163,625 - 3,848
Investment properties REM%E - 2,964 -
Others Hit - 24,457 -

EX il
AEBBEUATEIZXEED

#:

-  HEXTEMREMHE
A IR

- HHEBREME

For the six months ended
30 June 2005
HE_ZZIF
NA=THIEAER

Other

operating
income Capital
Turnover Hit expenditure
EERE  GEkE  EARX
(unaudited) (unaudited) (unaudited)
(REBRZ) (REER) (REFR)
HK$'000 HK$'000 HK$'000
FET FET FET

163,060 - 18,887
- 4,599 -
- 16,465 -

163,625 27,421 3,848

163,060 21,064 18,887
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4.

SEGMENT INFORMATION (continued)
(b) Business segment (continued)

Cosmetics products and
beauty services
Investment properties KEME

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 EmiHE
Service income Bk 75 U A
Entrustment fee income L E W=

4.

XBREmREBTRYE

5.

TERER (&)

(b) EXKZI(E)
Segment Assets
THEE

At At
30 June 31 December
2006 2005
—EEXRE —ZEThF
AA=+H [+tZA=+—8”
(unaudited) (audited)
(REER) (&%)
HK$°000 HK$'000
FET FET
714,911 726,200
161,576 159,653
876,487 885,853

EEEREEERIRBRBEHESR
FE(CHBRERE FHRBEER)

o

ATRETBEJNEONEXED

#r -

For the six months
ended 30 June
BEAB=1THILEAHEA

2006 2005
ZEEBAE —ETRF
(unaudited) (unaudited)
(RBER) (REERZ)
HK$’000 HK$'000
FET FET
152,967 151,447
8,363 9,109

2,295 2,504
163,625 163,060
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PROFIT BEFORE TAXATION

6.

Profit before taxation in the condensed consolidated
income statement was determined after crediting and

charging the following items:

Crediting:

Interest income on bank deposits
Realized gain on disposal of
short-term investments

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
Impairment loss on goodwill

*

HA

AT R B
HEEREE Y
=Y B

kR -

HETHE BH R
REZFER
EIXA (TEE
)
-HeRkI&
—RIKERA
— B KR

N
=R

- EERAME

E=Me (Fek
ARR)

THE BSRRE
ZE

B MOR B
REE B
THREFES
HERX

BT 3% B A
Hit R EEEH
BEREEBR

Included in directors’ remuneration were fees of HK$44,000

(2005: HK$44,000), paid to independent non-executive

directors during the report period.
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BR Bt A i A
BHRGEERERANKRT RGN 25
ARIE T &E:

For the six months
ended 30 June
BZAA=tHLEAXEA

2006 2005
—BERF —EThF
(unaudited) (unaudited)
(REEXK) (REEERZ)
HK$°000 HK$'000
FET T
1,653 1,580
1,224 671
542 4,014

27,356 29,439
1,964 1,912
1,032 780

62 147

586 481

9,731 12,179

682 2,285

69 1,414

7,132 4,169
1,411 873

329 454

- 3,126

© EEME P EERIBEHAN FEIERT
BEE 24400087 (ZEE R F:
44,000/ T ) °



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 2006 (2005: Nil).

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

FrEHEx
HRAEBRBE_ZERFRA=
THIEREAREE L EERT %
(ZTZRF &) KL BEHREEF
B/

5 51 ) 2 B L P 2 i 2R
Bis A A S BEERERR, %
172 B R A -

For the six months
ended 30 June
BEAB=1THIEAHEA

Group: NEHE:
Overseas taxation BN IE
Deferred taxation IEER IR

Taxation for the period HMABIE

2006 2005
—BERF —ZEThF
(unaudited) (unaudited)
(REER) (REER)
HK$°000 HK$'000
FET T
25,851 18,804
(2,446) (1,619)
23,405 17,185
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DIVIDENDS 8. KA
For the six months
ended 30 June
BEXA=1THLXER
2006 2005
ZEEXRE e 3
(unaudited) (unaudited)
(REER) (REEER)
HK$’000 HK$'000
FET FHET
2005 Interim, paid, of 0.90 HK cents ZEERFERN2HH
per ordinary share & ) & % 3 3 R 0.9075 L - 18,000
2005 Special, paid, of 0.40 HK cents —EERHETRNZER
per ordinary share & ) & % 3 3B AR 0.4075 L - 8,000
2006 Interim, proposed, of ZEERFHECHH
1.40 HK cents per ordinary share & ) & iR i AR 1. 4075 1L 28,000 -
2006 Special, proposed, of ZEERFREZER
0.60 HK cents per ordinary share & ) & % 3 3B A% 0.6075 L 12,000 -
40,000 26,000

The directors proposed an interim dividend of 1.40
HK cents per share and a special dividend of 0.60
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 shareholders of the Company of
HK$49,584,000 for the six months ended 30 June
2006 (2005: HK$32,791,000) divided by the number
of 2,000,000,000 ordinary (2005:
2,000,000,000) in issue during the period.

shares

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

in issue.
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10. CAPITAL EXPENDITURE 10. EAXXZH
For the six months ended 30 June 2006
BZE-_EEREXRAZTHILEARER
Property, Prepaid
plant and lease
equipment Investment payments Intangible

THE B properties ERIH assets  Goodwill Total
k&E RENER HER EREE BE ast
HK$000  HK$000  HK$000  HK$000  HK$000  HK$000
T T TET TET TET T

Opening net book amount M&EFE

(audited) (E&%) 178,725 159,653 9,275 927 13,898 362,478
Addition =P 3,848 - - - - 3,848
Disposal HE (541) - - - - (541)
Release of prepaid lease BEHERA LT

payments HER - - (118) - - (118)
Depreciation/amortisation mE/BHER

charge (9,731) - - (328) - (10,059)
Currency realignment BEREESE 1,900 1,923 93 7 95 4018
Closing net book amount MREEEE

(unaudited) (REER) 174,201 161,576 9,250 606 13,993 359,626
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10. CAPITAL EXPENDITURE (continued) 10. EAXXZH (#)
For the six months ended 30 June 2006
BZE-_EEREXRAZTHILEARER
Property, Prepaid
plant and lease
equipment Investment payments Intangible

THE B properties ERIH assets  Goodwill Total
k&E RENER HER EREE BE ast
HK$000  HK$000  HK$000  HK$000  HK$000  HK$000
T T TET TET TET T

Opening net book amount M&EFE

(audited) (restated) (&n) (F7)) 192,956 160,459 9,511 2,137 16,801 381,864
Addition R 18,887 - - - - 18,887
Disposal HE (4,907) - - - - (4,907)
Impairment charge for the HARER

period - - - - (3,126) (3,126)
Release of prepaid lease BEERA L

payment MER - - (118) - - (118)
Depreciation/amortisation nE/BHER

charge (12,179) - - (454) - (12,633)
Reclassification ENNE 324 - - (324) - -
Currency realignment EEREZEE 510 1,488 - (1) 1 1,098
Closing net book amount MRREFE

(unaudited) (REER) 195591 161,947 9,393 1,358 13,676 381,965
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11. TRADE AND OTHER RECEIVABLES 11. ESRHMEWERR

At At
30 June 31 December
2006 2005
—EEXRE —EThF
~AB=+RH [+tZA=+—8H
(unaudited) (audited)
(REER) (ER)
HK$’000 HK$'000
FET FHET
Trade receivables 2 5 RURER 61,233 77,891
Prepayments and deposits BERNFBEEASE 11,315 14,760
Financial refunds receivable JRE Ui B 75 3R 3R 16,804 19,206
Other receivables H i & U BR 3R 28,039 29,372
Total trade and other receivables BHREMERERER 117,391 141,229
The Group allows a credit period ranging from one REBEGETHESEP—ZEZX~EAZ
to six months to its trade customers. The following is FEH - REER 2B SR IRZER
an aged analysis of trade receivables at the balance BAOET:
sheet date:
At At
30 June 31 December
2006 2005
ZEEXRE —TTRF
ARA=+H (tZA=+—8H
(unaudited) (audited)
(RRER) (&%)
HK$°000 HK$'000
FET FHET
Within 180 days 180H A 50,913 71,956
181 days to 365 days 181H £365H 7,814 5,022
1 to 2 years 1224 2,139 307
Over 2 years k: 367 606
61,233 77,891
The fair value of the Group’s trade and other AEEESRAEMEBURERR_-_ZZ
receivables at 30 June 2006 was approximate to the NENA=ZTHZAFEREEBER
corresponding carrying amount. EHEMES-
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12. TRADE AND OTHER PAYABLES 12.

Trade payables B HEMER
Deposits from customers EFPRe

Other tax payables H S HL IR
Other payables B JE 1 BRAX

BEHREMENRREE

Total trade and other payables

The following is an aged analysis of trade payables
at the balance sheet date:

Within 180 days 180H A
181 days to 365 days 181H £365H
1 to 2 years 1226
Over 2 years k:

The fair value of the Group’s trade and other
payables at 30 June 2006 was approximate to the
corresponding amount.
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BEZREMENKRR

At At

30 June 31 December
2006 2005
—EEXRE —ZEERF
ABA=+H |tZA=+—H
(unaudited) (audited)
(REER) (ER)
HK$’000 HK$'000
FET FET
14,216 16,593
17,525 16,088
8,463 15,785
18,528 33,575
58,732 82,041

A28 % EMNERERS TN

At At

30 June 31 December
2006 2005
—EEXRE —EThF
ARA=+H [tZA=+—8H
(unaudited) (audited)
(REER) (ER)
HK$’000 HK$'000
FET FET
13,961 15,949

- 500

214 -

41 144

14,216 16,593

AEBESLEMENERIR _ZF
NENA=ZTRZAFERREARER
EEEE-



13. RETIREMENT BENEFIT OBLIGATION

Obligations on: B
- defined contribution plans — RS2
- defined benefits plans — BB E
Movement in the liability recognised in the balance
sheet:
Accrued retirement benefit obligations, ~ HB#)fEFTRIKE E
beginning
Total expense (Note) mE (Ha)
Contributions paid B
Currency realignments fEXTEEHE
Accrued retirement benefit obligations, ~ HBREFT RIS E

ending

At At

30 June 31 December
2006 2005
ZEEBAE —ETRF
A~A=+H [+tZA=+—8”
(unaudited) (audited)
(REER) (REZ)
HK$°000 HK$'000
FET FET
11,378 10,890
11,378 10,890

REERBRBRZAEEH W :

For the For the

six months year
ended ended

30 June 31 December
2006 2005

BZ BE
ZEEBAE —ETRF
A~AA=+H [+tZA=+—8”
EREA LFEE
(unaudited) (audited)
(RBE®) (L&)
HK$’000 HK$'000
FET FET
10,890 10,165
1,032 944

(648) (671)

104 452

11,378 10,890
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13. RETIREMENT BENEFIT OBLIGATION (continued)

Note: Actuarial valuation of the pension plan is performed
by a qualified actuary annually. Last actuarial
valuation was made as at 31 December 2005. The
amount charged for the period was based on the
projected pension cost per last actuarial report for

13. RBRUhRESEFE (H)

Hrar: RReHIEFhaBERBEME
TREME E-RBEMERZ
ZZRAFFT_A=+—HEL K
HEAINGRERIRE E—REE
WEMTRIEG R RSN IRERE

the forecoming year on a straight line basis. FHHE-
14. SHARE CAPITAL 14. BX
Nominal value
H{E
At At
30 June 31 December
2006 2005
—EEXRE —TERF
AA=+H |[+ZA=+—H
(unaudited) (audited)
(REER) (REZ)
HK$’000 HK$'000
FET FET
Authorised: ETE
- 4,000,000,000 ordinary shares —4,000,000,0000%

of HK$0.10 each BREE010E T

Eim ik 400,000 400,000
Issued and fully paid: BRITRBRRK:
- 2,000,000,000 ordinary shares —2,000,000,0000%

of HK$0.10 each BREE010E T

Eim ik 200,000 200,000
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15. NOTES TO THE CONDENSED CONSOLIDATED 15.

CASH FLOW STATEMENT

Reconciliation of operating profit before working

capital changes to net cash generated from

operations.

Operating profit before working
capital changes
Increase in inventories
Decrease in trade and other
receivables
(Decrease)/increase in trade, other
payables, and deferred income

Increase in retirement benefit
obligations

Cash generated from operations

pon
&

K«
L

EERPN 2 KER

FEE
2 5 RAMERER
W
25 Kot

B RIEE
(R) /1
fERHR KR

EXBZRERA

HHRGRERERERMEE

BEESEHN KB EN RS
BHRERAFEH K-

For the six months
ended 30 June
BZAA=tHLEAXEA

2006 2005
ZEEBAE —ETRF
(unaudited) (unaudited)
(REE®Z) (REEERZ)

HK$°000 HK$'000

TET FHET

A

80,807 66,895
(7,252) (212)

23,769 15,144

(23,157) 7,074

488 720

74,655 89,621

“ETAEPHRE EAXEYRBEERLAA 51



16.

CONNECTED
TRANSACTIONS
During the period, the Group had significant

AND RELATED PARTY

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:

HE WA

Rental income

Rental expenses Hex
Purchase of finished goods from
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.

52 Natural Beauty Bio-Technology Limited Interim Report 2006

16.

FB REE R BB AN

HERTREALRS

A AEEEEAEALETERXR
Ry BoBABEALTRE LETHA
WEIFEEAL-BZFEALTREA
EITZERRSGHBWT:

For the six months
ended 30 June
BZEZXA=1+HILEXAA

2006 2005
“2EAF | “TTEHF
(unaudited) (unaudited)
(REER) (REEEZ)

HK$°000 HK$'000
FET FH#ET
480 480

101 104
1,238 1,331

HeEXZHRETNETEELRE
ZARFRAETT

EMRBR SRR AMREES L
-



16.

CONNECTED AND RELATED
TRANSACTIONS (continued)

The group has entered into agreements with the

PARTY

minority shareholders of Shanghai Natural Beauty
Sanlian Cosmetics Company Limited (“NB Sanlian”)
and Shanghai Natural Beauty Qingbo Cosmetics
Company Limited (“NB Qingbo”) to the effect that
each of these minority shareholders receive a fixed
amount per annum and the group is entitled to/
responsible for the entire profits/losses of the relevant
subsidiaries for the whole duration of the operating
periods of the subsidiaries. The fixed amounts paid/
payable to these minority shareholders of the
subsidiaries as set out below are recognised as

minority interests in the consolidated income

16.

RERTHREALIXRSE (&)

AEEEEBARI=MEHERER
~E(TBRAE=K]) R EBEAX
BRIEREBERAB (TEARXE
1) 2 LBBRERR L REBEZE
Wt ZFLERREFWEUEER
B MREEME AR BEEZHE
AEBERER REEWNBARE
B AR T EN T ' T
ZEWB AR D BBR 2 EBEREAR

=
A

statement.
Fixed amount
Name per annum
£ BEEEBENE
RMB’000
ARETFT
NB Sanlian BAZE=B 200
NB Qingbo BAREBK 125

The remaining 10% equity interests in NB Sanlian
and NB Qingbo held by the minority shareholder
were acquired by a subsidiary of the Company during
the period at the nominal value of the respective
portion of the registered capital. NB Sanlian and NB
Qingbo are now wholly-owned subsidiaries of the
Company, and the fixed payment is no longer
payable.

WHRER DB RER-

Commencement
date
B A &

20 December 2001
—EE-F+=-A=+H
30 September 2002
—EE-FhA="H

DEBRRAFR T10%8 AE =8 X
BAXRBRBAEDZCDRHINRER
AMEARE S HEERRDR — KB
NREAWE- BRAE=ZBREAETEKRK
ARARREZEMBRARARTBEFTE
S ERBRIEA
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17. OPERATING LEASES 17.

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 —FX

In the second to fifth years inclusive E_FEERF
(BREEREMEF)

Over five years BRhE
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REEQ

EEBERERBEA

REFH XEERBETIITHELS
HAORN T IHA#KN z&ZEHEE®
AENMT:

At At

30 June 31 December
2006 2005
ZEEXRE —ZEZERF
AA=+RH |[+ZA=+—H
(unaudited) (audited)
(REBERZ) (BEZ)
HK$°000 HK$'000
FET FAET
6,743 9,489
11,160 16,235

215 561

18,118 26,285




17.

OPERATING LEASES (continued)

The Group as lessee (continued)

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.

The Group as lessor

At the balance sheet date, the Group had contracted

with tenants for the following future minimum lease

payments:

Within one year —FR"

In the second to fifth years inclusive F_FEFERF
(BREEREMF)

17.

rEdEN (B
FEEEREABA ()
REHOAENARERETHE
EXNzFE-HELERMESZ
FHRFRIE - MIN AR E S
AEARETHEMELEXRETA
DX MEE-

AEBMERHBEA
REER ASERBEFFAFIANZ
AEFEESHFOT:

At At

30 June 31 December
2006 2005
“EEXRE —ZETRF
~A +=-A
=tH =+—H
(unaudited) (audited)
(REBER) (&%)
HK$’000 HK$'000
FET FA&T
5,489 5,647
5,005 6,346
10,494 11,993
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18. CAPITAL COMMITMENTS 18. EXEIE
At At
30 June 31 December
2006 2005
ZEEBRE —TThE
~A +=A
=+H =+—H
(unaudited) (audited)
(RBE®) (L&)
HK$°000 HK$'000
FET FHET
Capital expenditure in respect of U EY EE
acquisition of property, plant and e P
equipment contracted for SEIEONER A
but not provided in the financial MHmERER
statements EAREAY 2,944 2972
19. SUBSEQUENT EVENTS 19. HERA#RSHE
There was no significant subsequent events at 30 RZEZERFRAA=TH LEEM
June 2006. EAZEERKEIE

56 Natural Beauty Bio-Technology Limited Interim Report 2006



DAEH

Exg
BEHEEL
(XuFEHEEL) (TF)
FHESE
BEBEEL
ERESXE
(BZFHNTTEF)
RERE &+
(BIFWITEF)
HIBRE
(BLIFHITEF)

EE R R
FHHESE

DRERME
BR{-F %L 4 CPA, FCCA

BEREEERE
EREEAE

PR RE 2+
HBRE

FMESERE
ERESLE

PR RE 2+
HIBRE

R Y

P.O. Box 309
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South Church Street
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British West Indies
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