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Mission Statement

AV an

Natural Beauty is dedicated to cultivate our staff, customers, students and franchisees
to appreciate our education, products and services, which are made by the love and
kindness of our founder, Dr. Tsai Yen-Pin, who made modern ladies beautiful, confident

and wealthy.
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Corporate Information
NEBER

(As at 6 September 2017 (“the latest practicable date”))
(RZZ—tFNARE ([HREREEAITTEH])

BOARD OF DIRECTORS
Executive Directors
Dr. TSAl'Yen-Yu

(alias Dr. TSAI Yen-Pin) (Chairperson)
Mr. LEE Ming-Ta

(alias Mr. LEE Ming-Tah) (Vice Chairman)
Dr. SU Chien-Cheng

Non-Executive Director
Dr. SU Sh-Hsyu
(alias Dr. Spring Sh-Hsyu SU)

Independent Non-Executive Directors
Mr. CHEN Ruey-Long
Mr. LU Chi-Chant
Mr. HSIEH Pang-Chang
(alias Mr. SHIA Ben-Chang)

AUTHORISED REPRESENTATIVES
Dr. SU Chien-Cheng
Ms. HO Siu Pik

COMPANY SECRETARY
Ms. HO Siu Pik (FCS, FCIS)

MEMBERS OF THE AUDIT COMMITTEE
Mr. CHEN Ruey-Long (Chairman)
Dr. SU Sh-Hsyu
(alias Dr. Spring Sh-Hsyu SU)
Mr. LU Chi-Chant
Mr. HSIEH Pang-Chang
(alias Mr. SHIA Ben-Chang)

MEMBERS OF THE REMUNERATION COMMITTEE
Mr. LU Chi-Chant (Chairman)
Dr. SU Chien-Cheng
Dr. SU Sh-Hsyu
(alias Dr. Spring Sh-Hsyu SU)
Mr. CHEN Ruey-Long
Mr. HSIEH Pang-Chang
(alias Mr. SHIA Ben-Chang)
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MEMBERS OF THE EXECUTIVE COMMITTEE
Mr. LEE Ming-Ta
(alias Mr. LEE Ming-Tah) (Chairman)
Dr. TSAl'Yen-Yu
(alias Dr. TSAI Yen-Pin)
Dr. SU Chien-Cheng
Dr. SU Sh-Hsyu
(alias Dr. Spring Sh-Hsyu SU)

MEMBERS OF THE NOMINATION COMMITTEE
Mr. HSIEH Pang-Chang
(alias Mr. SHIA Ben-Chang) (Chairman)
Dr. TSAl'Yen-Yu
(alias Dr. TSAI Yen-Pin)
Mr. LEE Ming-Ta
(alias Mr. LEE Ming-Tah)
Mr. CHEN Ruey-Long
Mr. LU Chi-Chant

REGISTERED OFFICE
PO. Box 309

Ugland House

Grand Cayman

KY1-1104

Cayman Islands

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

Level 54

Hopewell Centre

183 Queen’s Road East
Hong Kong
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Corporate Information
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(As at 6 September 2017 (“the latest practicable date”))
(RZE—+FNARBE ([HEEERFT{TAE]))

AUDITORS

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

88 Queensway

Hong Kong

LEGAL ADVISERS
Bird & Bird

4/F, Three Pacific Place

1 Queen’s Road East
Hong Kong

PRINCIPAL SHARE REGISTRAR AND TRANSFER AGENT
Maples Fund Services (Cayman) Limited

PO Box 1093, Boundary Hall

Cricket Square

Grand Cayman, KY1-1102

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR
Hong Kong Registrars Limited

Shops 1712-1716, 17th Floor

Hopewell Centre

183 Queen'’s Road East

Wanchai

Hong Kong

LISTING INFORMATION

The Stock Exchange of Hong Kong Limited
Stock Code: 00157
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PRINCIPAL BANKERS

The Hongkong and Shanghai Banking Corporation Limited
1 Queen’s Road Central

Hong Kong

Taiwan Cooperative Bank
No. 277, Section 3, Cheng Teh Road
Taipei

Taiwan

CTBC BANK Co,, Ltd.

8F, No. 168, Jingmao 2nd Road
Taipei

Taiwan

China Merchants Bank Co., Ltd.
Shanghai Branch, Jingansi Sub-branch
1700 Beijing Road (W)

Shanghai

The PRC

China Minsheng Banking Corporation Limited
Shanghai Branch, Hongkou Sub-branch

1/F Gulf Building

53 Huangpu Road

Shanghai

The PRC

WEBSITE

www.ir-cloud.com/hongkong/00157/irwebsite
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Management Discussion and Analysis

BEER W& D

FINANCIAL REVIEW B 7 B g8
Turnover by geographical region  1RihiH Bl 5 2 & %58 1H 2017 TH 2016 Changes
—E—tHFE¥FE T RFEL¥EF i)
HK$'000 HK$'000 HK$'000
FET % TET %  FEIT %
The People’s Republic of HREE A R LA
China (“PRC") ([ B ARE ) 145,179 79.1% 194431 809%  (49.252)  -253%
Taiwan =y 37,141 20.2% 44378 18.5% (7237)  -163%
Others Hity 1,293 0.7% 1,446 0.6% (153)  -106%
Total et 183,613  100.0% 240255  1000%  (56,642)  -236%

During the six months ended 30 June 2017, turnover of Natural Beauty Bio-
Technology Limited (“Natural Beauty” or the “Company”) and it subsidiaries (the
"Group”) decreased by 23.6% to HK$183.6 million compared with HK$240.3
million for the six months ended 30 June 2016. The decline was mainly due to a
decrease of HK$56.7 million in product sales, such segment contributed to 98.5%
of the Group’s total turnover.

For the six months ended 30 June 2017, turnover in the PRC market decreased
by 253% from HK$194.4 million for the six months ended 30 June 2016 to
HK$145.2 million for the six months ended 30 June 2017, and also turnover
in the Taiwan market decreased by 16.3% to HK$37.1 million compared with
HK$44.4 million for the six months ended 30 June 2016.

Sales from other regions, including Hong Kong, Macau and Malaysia, decreased
by 10.6% to HKS$1.3 million for the six months ended 30 June 2017. Contribution
from these regions remained at an insignificant level of just 0.7% of the Group's

turnover.
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Management Discussion and Analysis

SRR EC S

FINANCIAL REVIEW (Continued) BA TSR ()

The Group's overall gross profit margin declined from 76.1% for the six months A&EEZ BEEREFNEHREE T —NF X
ended 30 June 2016 to 73.5% for the six months ended 30 June 2017 mainly due A=+ B IEXEA76.1% THEEHE T —
to decline in the sales of high-value and high-profit-margin products during the £ 7x A=+ H EXEAB73.5% « RE AR
CEMESEEREMNCERIEELETRF -

period under review.

Turnover by activities REKE| D 2EER 1H 2017 1H 2016 Changes
—E—tHF ZEFE—RF
E¥EF E¥F &g
HK$’000 HKS'000 HKS$'000
FHET & FET %
Products Em
PRC NS 143,788 193,204 (49,416) -256%
Taiwan & 35,852 43,009 (7,157) -16.6%
Others Hih 1,293 1,446 (153) -10.6%
Total st 180,933 237,659 (56,726) -23.9%
Services BRI
PRC K RE 1,391 1,227 164 134%
Taiwan B 1,289 1,369 (80) -5.8%
Total st 2,680 2,596 84 3.2%
Turnover by activities BREREI D EEEE 1H 2017 1H 2016 Changes
—E—tHFE¥F T RFLEFF e
HK$’000 HKS'000 HKS'000

FExT % AT %  TAT %
Products B 180,933 98.5% 237,659 98.9% (56,726) -23.9%
Services R7 2,680 1.5% 2,596 1.1% 84 3.2%
Total st 183,613 100.0% 240,255 100.0% (56,642) -23.6%
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Management Discussion and Analysis

BEER W R DM

FINANCIAL REVIEW (Continued)

Products

The Group is principally engaged in manufacturing and sales of a range of
products, including skin care, beauty, aroma-therapeutic products, health
supplements and make-up products under the “Natural Beauty” brand. Product
sales are the Group's key revenue source and primarily come from franchised
spas, self-owned spas and concessionary counters at department stores. Product
sales for the six months ended 30 June 2017 amounted to HK$180.9 million, or
98.5% of the Group's total revenue, representing a decrease of HK$56.7 million
or by 23.9% when compared with sales of HK$237.7 million for the six months
ended 30 June 2016. The decrease in product sales was mainly driven by the
decrease in turnover in such segment in the PRC market by 25.6% to HK$143.8
million for the six months ended 30 June 2017 compared with HK$193.2 million
for the corresponding period last year.

B ERE (@)

Em

REBEXZUBAZ] mBREREEEE
Em - EXPER BEEM BERGREL
MRESASHRER ERHEERLAEEE
BWARE - BEZRAMBKEFRL - B
BREKRKBEFLEABEAGERE BHEZT
—tFRAA=t+HLERNEAZERHEEREE
180,900,000 7T (3k {h 7= £ [ 48 1 A 98.5%)
BREE_Z— X "FXNA=Zt+HLEANEAZH
& %8237,700,0007 7T )8 4>56,700,000% 7T 3K,
239% - EmMHERRIFEHNBE ST —
+tERA=ZTHIERNEARZY HR PR ARET
58 & & [F] B 2.193,200,000% JT T Bk25.6% %=
143,800,000/ JTATER ©

Service income iR 1H 2017 TH 2016 Changes
—E—tHFE¥F T RFLFF BE)
HK$’000 HK$'000 HK$'000
FHT %  FAT %  TAT %
Training income Halldas 203 7.6% 194 7.5% 9 46%
SPA service income KBRS W s 2,251 84.0% 2,364 91.1% (113) -4.8%
Others Hith 226 8.4% 38 1.5% 188 494.7%
Total Wt 2,680  100.0% 2,596 100.0% 84 32%

8 Natural Beauty Bio-Technology Limited  Interim Report 2017



FINANCIAL REVIEW (Continued)
Services
Service income is derived from the self-owned spas’ services, training and other

services.

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

Service income is solely derived from the Group’s self-owned spas. The Group
does not share any service income generated from spas run by franchisees
under its current franchise arrangements. During the six months ended 30
June 2017, service income increased by 3.2% to HK$2.7 million compared with
approximately HK$2.6 million for the corresponding period last year.

Other income and other gains

Other income and other gains decreased by HK$18.5 million or 71.0% from
HK$26.0 million for the six months ended 30 June 2016 to HK$7.5 million for the
six months ended 30 June 2017, mainly due to an one-off compensation fee of
HK$19.1 million was received by a PRC subsidiary during the six months ended
30 June 2016. Other income and other gains mainly comprised rental income
from other properties, interest income and financial refunds of HK$1.0 million,
HKS$2.9 million and HKS$1.2 million, respectively, during the six months ended 30
June 2017.

Management Discussion and Analysis
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Management Discussion and Analysis

BEER W R DM

FINANCIAL REVIEW (Continued)

Distribution and administrative expenses

Distribution and selling expenses as a percentage of the Group's turnover
increased to 25.7% for the six months ended 30 June 2017 compared with 23.3%
for the six months ended 30 June 2016. However, the distribution and selling
expenses decreased by HK$8.8 million from HK$55.9 million for the six months
ended 30 June 2016 to HK$47.1 million for the six months ended 30 June 2017.
Incentive trip/dealer meeting expenses decreased by HK$3.4 million from HKS$7.7
million for the six months ended 30 June 2016 to HK$4.3 million for the six
months ended 30 June 2017. Other key expenses included salaries of HK$21.5
million, travel and entertainment expenses of HK$2.8 million, depreciation
charges of HK$2.0 million as well as rentals of offices and sales counters of
HKS$7.1 million for the six months ended 30 June 2017.

Total administrative expenses decreased by HK$2.0 million, or 6.0%, to HK$31.6
million for the six months ended 30 June 2017 compared with HK$33.6 million
for the six months ended 30 June 2016. Administrative expenses mainly
comprised of staff costs and retirement benefits of HK$11.3 million, legal and
professional fee of HKS$4.1 million, depreciation charges of HK$3.9 million and
office and utility expenses of HK$2.6 million.

Other expenses and other losses

Other expenses and other losses increased by HK$1.8 million, from HK$7.4
million for the six months ended 30 June 2016 to HK$9.2 million for the six
months ended 30 June 2017. Other expenses and other losses for the six months
ended 30 June 2017 mainly included the provision for doubtful debts expense
of HK$5.9 million, loss of HK$0.2 million on disposal of property, exchange loss of
HK$2.3 million and related expenses of rental property of HK$0.7 million.
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FINANCIAL REVIEW (Continued)

Profit before tax

Taking into account the decrease in gross profit and other income, profit before
tax decreased by 51.1% from HKS$111.7 million for the six months ended 30 June
2016 to HK$54.6 million for the six months ended 30 June 2017.

Taxation

Taxation expenses decreased by HK$12.5 million to HK$16.3 million for the six
months ended 30 June 2017 compared with HK$28.8 million for the six months
ended 30 June 2016. The effective tax rate of the Group for the six months
ended 30 June 2016 and 2017 was 25.8% and 29.8% respectively. The lower
effective tax rate for the six months ended 30 June 2016 was mainly due to the
fact that the one-off compensation fee received by a PRC subsidiary of HK$19.1
million for the six months ended 30 June 2016 was exempted for tax.

Profit for the year
Profit for the year decreased by 53.7% from HK$83.0 million for the six months
ended 30 June 2016 to HK$38.4 million for the six months ended 30 June 2017.

Management Discussion and Analysis
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Management Discussion and Analysis

BEER W R DM

FINANCIAL REVIEW (Continued)

Liquidity and financial resources

Cash (used in) generated from operating activities for the six months ended
30 June 2017 was approximately HKS$-65.0 million (HK$61.0 million for the six
months ended 30 June 2016). As at 30 June 2017, the Group had bank balances
and cash of approximately HK$373.0 million (HK$428.6 million as at 31 December
2016) with no external bank borrowing.

In terms of gearing, as at 31 December 2016 and 30 June 2017, the Group's
gearing ratios were zero (defined as net debt divided by shareholders’ equity)
as the Group was in a net cash position on both year/period-end dates. Current
ratios of the Group (defined as current assets divided by current liabilities) as at
31 December 2016 and 30 June 2017 were 3.5 times and 2.5 times respectively.
As at 30 June 2017, the Group had no material contingent liabilities, other than
those disclosed in its financial statements and notes thereto. With the cash and
bank balances in hand, the Group's liquidity position remains strong and it has
sufficient financial resources to finance its commitments and to meet its working

capital requirements.

Treasury policies and exposure to fluctuations in exchange rates

Most of the Group’s revenues are denominated in Renminbi and New Taiwan
Dollars as its operations are mainly located in the PRC and Taiwan. As at 30 June
2017, approximately 77.4% (784% as at 31 December 201
balances and cash was denominated in Renminbi, while approximately 12.2%
(17.0% as 31 December 201
as 31 December 2016) was denominated in US Dollars, Hong Kong Dollars and

6) of the Group's bank
6) in New Taiwan Dollars. The remaining 10.4% (4.6%
Ringgit Malaysia. The Group continues to adopt a conservative approach in its

foreign exchange exposure management. It reviews its foreign exchange risks

periodically and uses derivatives to hedge against such risks when necessary.
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Management Discussion and Analysis

SRR EC S

BUSINESS REVIEW ¥ O EE
Turnover by geographic region 1&g &| 5~ &£ 1H 2017 1H 2016 Changes
—E—+F ZE—REF
b¥F F¥F )
HK$'000 HK$'000 HK$'000

FHExT FH&TT FHET %
PRC AR K FE
Products B 143,788 193,204 (49,416) -25.6%
Services R 7 1,391 1,227 164 13.4%
PRC Total PR K B AR T 145,179 194,431 (49,252) -25.3%
Taiwan =9
Products B 35,852 43,009 (7,157) -16.6%
Services R 7 1,289 1,369 (80) -5.8%
Taiwan Total =¥ 1-E 37,141 44378 (7,237) -16.3%
Others Hity
Products Em 1,293 1,446 (153) -10.6%
Services 7% = - - -
Others Total Hith#lst 1,293 1,446 (153) -10.6%
The PRC Market MR B K fE T 35

The Group's turnover in the PRC market decreased by 25.3% for the six months
ended 30 June 2017 to HK$145.2 million compared with HK$194.4 million for the
six months ended 30 June 2016. The decrease was mainly due to decline in the
sales of products. Gross profit margin on product sales decreased from 78.6% for
the six months ended 30 June 2016 to 76.8% for the period under review, as a
result of the decline in sales of high-value and high-profit margin product during

the period under review.
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Management Discussion and Analysis

BEER W R DM

BUSINESS REVIEW (Continued)

The Taiwan Market

The Group’s turnover in the Taiwan market decreased by 16.3% from HKS$44.4
million for the six months ended 30 June 2016 to HK$37.1 million for the six
months ended 30 June 2017 due to decline in the sales of products. Gross profit
margin decreased from 80.5% for the six months ended 30 June 2016 to 76.9%
for the six months ended 30 June 2017, as a result of the decline in sales of high-

value and high-profit margin products during the period under review.

XKEE

=2 Lk
HREMEERERY KEERAEMSZE
¥EREE T —R"FA=THILENEAZ
44,400,000 TLR P 16 3% EHE T —tF X
B=+H1E~1MEA 237,100,000/ 7T ° 2 E
MEHBEZZ—"FNA=THILEAMBAZ
BUSHHEHE—_ZTE—tFANA=Z+THINME
RAz2769% RAANEEHESEESER
ZEMEELETR -

Distribution channels DIHEE
Franchisee Self Self
owned owned Total  Entrusted owned Total
Store Number by Ownership 2% E#EE1H 2 BB E Spa Spa Spa Counter ~ Counter  Counter Total
piilES
e BERE KERD Zit BE
KERL KB @i KEEE SEEE SEsE @t
As at 30 June 2017 RZZ—tFXA=1+H
PRC R ARE 787 1 788 0 12 12 800
Taiwan a8 253 3 256 0 0 0 256
Others Hib 30 0 30 0 0 0 30
Total @t 1,070 4 1,074 0 12 12 1,086
Franchisee Self Self
owned owned Total Entrusted owned Total
Store Number by Ownership X2 7 RS E Spa Spa Spa Counter Counter Counter Total
ek
®E BEKE  KERL Zit BE
KEFRL  KERDL Brr MEERE CEER FESH 85
As at 30 June 2016 RZE—RER A=1H
PRC A RE 783 1 784 0 14 14 798
Taiwan =y 247 3 250 0 0 0 250
Others Hit 30 0 30 0 0 0 30
Total @t 1,060 4 1,064 0 14 14 1,078
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BUSINESS REVIEW (Continued)

Distribution channels (Continued)

Management Discussion and Analysis

SRR EC S
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DEHEE (B)

1H 2017 1H2016
1H 2017 TH2016 Average Average
Average Average sales sales
Average sales perstore  FREEHTIIHEER store* store* per store per store Changes
—B-t§ ETRF —E-tE  ZERF
L¥EF ¥ L¥F ¥
I3 58 SRER GREES
T A+ THEEr THHERE  THOHES #%)
HK$ HKS HKS
BT BT BT %
PRC IR RE 800.0 7955 181,000 244,000 (63,000) -258%
Taiwan =y 254.0 249.5 146,000 178,000 (32,000 -18.0%
Group total** SE @ 1,054.0 1,045.0 173,000 229,000 (56,000) 245%

*

*%

Average store number is calculated by (opening period total + closing period ~ * FHEMSEE A (Y& + Bkt 2

total)/2

T8

Group total does not include Hong Kong, Macau and Malaysia turnover and store ~ ** SEBFTEERES BFAKBRALZZ

count.
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Management Discussion and Analysis

BEER W R DM

BUSINESS REVIEW (Continued)

Distribution channels (Continued)

The Group derives its income principally from its network of distribution
channels, including spas and concessionary counters in department stores.
Franchised spas are owned by the franchisees who are responsible for the capital
investment in these spas. They are obliged to use only Natural Beauty or “NB”
products in their spas. A wide array of services including hydrotherapy, facial
treatment, body care and skin care analysis are provided in all spas, while skin
care analysis is widely available at the concessionary counters in department
stores.

As at 30 June 2017, there were 1,074 spas and 12 concessionary counters. Of
these, 1,070 were franchised spas, and 4 spas and 12 concessionary counters
were directly operated by the Group. No concessionary counters were entrusted
to third-party operators.

Group-wide, a total of 47 new stores were opened and 43 stores were closed
during the six months ended 30 June 2017. Average sales per store decreased
from HK$229,000 for the six months ended 30 June 2016 to HK$173,000 for the
six months ended 30 June 2017.
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BUSINESS REVIEW (Continued)

Research and Development

The Group puts significant emphasis on research and development which allows
it to maintain its competitive edge, to continuously improve the quality of its
existing products and develop new products. The Group has been collaborating
with overseas skin-care companies on technological development. The bio-
technology materials the Group uses for its NB products are imported from
Europe, Japan and Australia. The Group's research and development team
comprises a number of overseas consultants with experience and expertise in
cosmetics, medicine, pharmacy and bio-chemistry. NB's products are constantly
enhanced and modified by the application of new ingredients developed by the
team. The Group draws on its collaboration of experts with different expertise
and experiences, together with Dr. TSAl Yen-Yu's 40-year-plus industry experience
and knowledge to continue to create high-quality beauty and skin care products.
NB principally uses natural ingredients to manufacture products and adopts
special formulae to cater to the specific needs of women with delicate skin. NB
products accommodate the natural metabolism of skin with long-lasting effects.

NB has collaborated with a leading researcher in the field of human genome
and stem cell technology for the development of an anti-aging NB-1 product
family and other products for spot removal, whitening, allergy-resistance and
slimming. The stem cell technology is patented in the United States to protect
the uniqueness of the NB-1 products.

Products
During the six months ended 30 June 2017, the Group’s flagship NB-1 products

accounted for 46.2% of total product sales. Sales of NB-1 branded products
reached HK$83.6 million for the six months ended 30 June 2017.

Management Discussion and Analysis
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Management Discussion and Analysis

BEER W R DM

BUSINESS REVIEW (Continued)

Human Resources

As at 30 June 2017, the Group had a total of 540 employees, of whom 437 were
based in the PRC, 101 in Taiwan and 2 in other countries and regions. Total
remuneration (excluding directors’ emoluments) for the six months ended 30
June 2017 was approximately HK$50.5 million (HK$52.4 million for the six months
ended 30 June 2016), including retirement benefit related costs of HK$7.2 million
(HK$7.9 million for the six months ended 30 June 2016), with no stock option
expenses (nil for the six months ended 30 June 2016). Competitive remuneration
packages are maintained to attract, retain and motivate capable staff members

and are reviewed on a regular basis.

The Group maintains good relations with its employees and is committed to
their training and development. Professional training courses are offered to
beauticians employed by the Group and to franchisees on a regular basis.

Capital Expenditures

The Group’s capital expenditure of HK$6.1 million for the six months ended
30 June 2017 was mainly related to the new plant construction in the PRC
amounting to HK$2.0 million, opening of new stores, renovation and equipment
amounting to HK$1.5 million, production equipment amounting to HKS$0.7
million, IT infrastructure amounting to HKS$0.7 million, research and development
amounting to HK$0.6 million and office renovation amounting to HK$0.2 million.
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OUTLOOK

We will continue to implement some positive marketing strategies as follows:

We will continuously speed up new store open in tier 3 and tier 4 cities in
the PRC

We will optimize the franchisee’s service and skills to create the
distinguishability as a professional skin care brand

We will make various favourable supporting programmes for customers
with the aim to drive in-store traffic

We will launch high-end food supplements continuously and take
advantage of the policy of health care industry in the PRC to increase the

revenue

Management Discussion and Analysis
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Corporate Governance Highlights
TRERME

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 (the “Board”) of directors (the “Directors”) has established
the Audit Committee, the Executive Committee, the Remuneration Committee
and the Nomination Committee with defined terms of reference which are of
no less exacting terms than those set out in the Corporate Governance Code
and Corporate Governance Report (the “CG Code”) as set out in Appendix 14 to
the Rules Governing the Listing of Securities (the “Listing Rules”) on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). These committees (save
for Executive Committee) are chaired by Non-Executive Directors.

Audit Committee and Review of Interim Financial Statements

The Audit Committee has adopted terms of reference (Audit Committee Charter)
which are in line with the code provisions of the CG Code. The unaudited
condensed consolidated financial statements of the Company for the six months
ended 30 June 2017 have been reviewed by the Audit Committee which 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.

In addition, the unaudited condensed consolidated interim financial statements
of the Group for the six months ended 30 June 2017 have also been reviewed by
Messrs. Deloitte Touche Tohmatsu, the auditors of the Company, in accordance
with Hong Kong Standard on Review Engagements 2410, “Review of Interim
Financial Information Performed by the Independent Auditor of the Entity’,
whose review report is disclosed on pages 30 to 31 of this Interim Report.

Remuneration Committee

The Remuneration Committee has adopted terms of reference (Remuneration
Committee Charter) which are in line with the code provisions of the CG Code.
The main duties of the Remuneration Committee include determining the policy
and structure for the remuneration of Executive Directors, assessing performance
of Executive Directors and approving the terms of Executive Directors’ service
contracts, and determining or making recommendations to the Board on the
Company’s remuneration packages of individual Executive and Non-Executive
Directors and senior management.
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CORPORATE GOVERNANCE (Continued)

Nomination Committee

The Nomination Committee has adopted terms of reference (Nomination
Committee Charter) which are in line with code provisions of the CG Code.
The Nomination Committee is responsible for, including but not limited
to, determining the policy for the nomination of Directors, reviewing the
structure, size, composition and diversity of the Board annually and making
recommendations to the Board on selection of candidates for directorships
pursuant to the Board Diversity Policy. It also assesses the independence of
Independent Non-Executive Directors.

Executive Committee

The Executive Committee is primarily responsible for formulating business
policies, making decisions on key business issues and policies, facilitating the
approval of certain corporate actions and exercising the powers and authority
delegated by the Board in respect of matters arising between regularly
scheduled Board meetings, and to review financial, marketing, retail, operation
and other business performance, as well as to review and approve annual
budget and key performance indicators (KPIs) and track performance.

Compliance with the CG Code

The Company recognises the importance of good corporate governance in
enhancing the management of the Company as well as preserving the interests
of the shareholders as a whole. The Board is of the view that the Company has
fully complied with all the code provisions set out in the CG code throughout
the six months ended 30 June 2017, except for code provision E.1.2.

Corporate Governance Highlights
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Corporate Governance Highlights
TEEAME

CORPORATE GOVERNANCE (Continued)

Code provision E.1.2 stipulates that the chairman of the board of a listed issuer
should attend the annual general meeting. The chairman of the board should
also invite the chairmen of the audit, remuneration, nomination and any other
committees to attend. In their absence, the chairman of the board should invite
another member of the committee or failing this his duly appointed delegate,
to attend. These persons should be available to answer questions at the annual
general meeting.

Dr. TSAl Yen-Yu, the Chairperson of the Board, Mr. CHEN Ruey-Long, the Chairman
of the Audit Committee, Mr. LU Chi-Chant, the Chairman of the Remuneration
Committee, Mr. LEE Ming-Ta, the Chairman of the Executive Committee and Mr.
HSIEH Pang-Chang, the Chairman of the Nomination Committee were unable
to attend the Company’s annual general meeting held on 25 May 2017 ("2017
AGM") due to other overseas commitments. The Board had arranged for Dr.
SU Chien-Cheng, an Executive Director and a member of the Remuneration
Committee and Executive Committee of the Company, who is well versed in all
business activities and operations of the Group, to attend and chair the 2017
AGM on behalf of Dr. TSAl Yen-Yu and to respond to shareholders' questions.

The Company strives to optimise the planning and procedures of annual general
meetings, by giving adequate time to all Directors to accommodate their work
arrangements and providing all necessary supports for their presence and
participation at annual general meetings such that the Chairperson of the Board
and all Directors will be able to attend future annual general meetings of the
Company.
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CORPORATE GOVERNANCE (Continued)

Compliance with the Model Code

Securities Transactions made by Directors and Relevant Employees

The Company has adopted a code of conduct regarding Directors’ securities
transactions on terms no less exacting than the required standard set out in the
Model Code for Securities Transactions by Directors of Listed Issuers (the “Model
Code") as set out in Appendix 10 to the Listing Rules. Having made specific
enquiry with all Directors, all Directors have confirmed that the required standard
of the Model Code has been complied with throughout the six months ended
30 June 2017 and up to the date of this Interim Report.

The Company has adopted written guidelines (the “Company’s Guidelines”),
which are equally stringent as the Model Code, in respect of securities
transactions by relevant employees of the Company who are likely to be in
possession of unpublished inside information of the Company pursuant to code
provision A64. No incident of non-compliance with the Model Code or the
Company’s Guidelines by the Company’s relevant employees has been noted

after making reasonable enquiry.

Disclosure of Directors’ Information pursuant to Rule 13.51B(1) of
the Listing Rules
Other Major Appointments
(i) Mr. LU Chi-Chant, an Independent Non-Executive Director of the
Company:
(@)  ceased to act as a director of K Laser Technology Inc. (stock code:
2461), a company listed on the Taiwan Stock Exchange Corporation,
on 26 May 2017;

(b)  was appointed as an Independent Non-Executive Director of
Hannstar Board Corp. (stock code: 5469), a company listed on the
Taiwan Stock Exchange Corporation, on 21 June 2017; and

(i) Mr. CHEN Ruey-Long, an Independent Non-Executive Director of the
Company, was appointed as an Independent Non-Executive Director of
Walsin Lihwa Corporation (stock code: 1605), a company listed on the
Taiwan Stock Exchange Corporation on 26 May 2017.

Corporate Governance Highlights
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Other Information

Hitt &R

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

During the six months ended 30 June 2017, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company’s listed securities.

INTERIM DIVIDEND AND SPECIAL INTERIM DIVIDEND

The Board of the Company has resolved to declare an interim dividend for the six
months ended 30 June 2017 of HK$0.0171 per share (2016: interim dividend of
HK$0.041 per share) and a special interim dividend of HK$0.0054 per share (2016:
interim dividend of HK$0.025 per share). The interim dividend and special interim
dividend will be distributed on Thursday, 19 October 2017 to shareholders
whose names appear on the register of members of the Company as at the
close of business on Thursday, 28 September 2017.

CLOSURE OF REGISTER OF MEMBERS

For the purpose of determining the identity of shareholders who qualify for
the interim dividend and special interim dividend, the Register of Members of
the Company will be closed from Wednesday, 27 September 2017 to Thursday,
28 September 2017, both days inclusive. In order to qualify for the interim
dividend and special interim dividend, all transfer documents should be lodged
for registration with the Company’s Hong Kong branch share registrar, Hong
Kong Registrars Limited at Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong not later than 4:30 p.m. on Tuesday, 26
September 2017.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN
SHARES

As at 30 June 2017, the interests and short positions of the Directors and chief
executives of the Company in the shares, underlying shares and debentures of
the Company or its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO”") which were required to be notified to
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which they were taken or deemed
to have under such provisions of the SFO), or which were required, pursuant to
section 352 of the SFO, to be entered in the register referred to therein, or which
were required to be notified to the Company and the Stock Exchange pursuant
to section 347 of the SFO and the Model Code, were as follows:

Long positions in shares and underlying shares of the Company
and its associated corporation
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Director Company Nature of interest ordinary shares of the Company
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EBITRE
= AL BEME HERHE BMAOBEDE
Dr. TSAl Yen-Yu™ The Company Interest of controlled companies 1,466,386,559 73.24%
B EIFLO 2N S VNG
Mr. LEE Ming-Ta® The Company Interest of spouse 1,466,386,559 73.24%
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Other Information

HAb &R

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN
SHARES (Continued)

Long positions in shares and underlying shares of the Company
and its associated corporation (Continued)

EERFTETHAEFEZRDRE
= (1)

RAR B R EEEEB 2 R0 R EER G
ZEAE (E)

Approximate

Associated Number of percentage of
Director corporation Nature of interest shares shareholding interest
= HEEE EEME ROBE ERERA RS
Dr. TSAl'Yen-Yu Next Focus Holdings Limited ~ Beneficial owner 20,000 40%
KL BREBA
Mr. LEE Ming-Ta Next Focus Holdings Limited  Interest of spouse 20,000 40%
FERESRSE FoiBrEs
Dr. SU Chien-Cheng  Next Focus Holdings Limited  Beneficial owner 15,000 30%
gEwiE L BREBA
Dr. SU Sh-Hsyu Next Focus Holdings Limited ~ Beneficial owner 15,000 30%
st EREAA
Notes: PHEE -

(O] Dr. TSAI Yen-Yu directly owns 40% of Next Focus Holdings Limited, which, in turn,
indirectly owns 100% of Standard Cosmos Limited. Next Focus Holdings Limited
is therefore a controlled corporation of Dr. TSAI Yen-Yu pursuant to Section 316 of
the SFO. As such, the 1,466,386,559 shares of the Company owned by Next Focus
Holdings Limited were attributable to Dr. TSAl Yen-Yu.

) Mr. LEE Ming-Ta is the spouse of Dr. TSAI Yen-Yu and accordingly, was deemed to be
interested in the 1,466,386,559 shares of the Company attributable to Dr. TSAI Yen-
Yu pursuant to Section 316 of the SFO.

Save as disclosed above, so far as known to any Directors, as at 30 June 2017,
none of the Directors or chief executives of the Company or any of their close
associates had or was deemed to have any interests or short positions in the
Shares, underlying Shares or debentures of the Company or its associated
corporations (within the meaning of Part XV of the SFO) which were required
to be notified to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests and short positions which they
were taken or deemed to have under such provisions of the SFO), or which were
required to be recorded in the register to be kept by the Company pursuant
to section 352 of the SFO, or which were required, pursuant to section 347 of
the SFO and the Model Code, to be notified to the Company and the Stock
Exchange.
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SHARE OPTIONS

The Company

Particulars of the Company’s share option scheme are set out in note 25 to
the consolidated financial statements contained in the Annual Report of the
Company for the year ended 31 December 2016.

On 13 May 2011, the Company adopted a share option scheme whereby the
Board of Directors can grant options for the subscription of the Company’s
shares to any full-time employee of the Group, the chief executive, executive
or non-executive director of the Group at the time when a share option is
granted to such person as determined by the Board at its absolute discretion as
described in the share option scheme as a performance incentive and/or reward
for their continued and improved service with the Group and by enhancing
eligible participants' contribution to the Group, in order to advance the interests
of the Company and its shareholders and such other persons.

During the six months ended 30 June 2017, no share option was granted under
the share option scheme.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in this Interim Report, at no time during the period was the
Company or any of its subsidiaries, a party to any arrangement that would
enable the Directors to acquire benefits by means of acquisition of shares in,
or debentures of, the Company or any other body corporate, and none of the
Directors or any of their spouses or children under the age of 18 were granted
any right to subscribe for the equity or debt securities of the Company or any
other body corporate or had exercised any such right.

Other Information

Ht&¥
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Other Information

HAb &R

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2017, within the knowledge of the Directors, the following persons
or corporations had or deemed or taken to have an interest or a short position
in the shares or underlying shares of the Company which were required to be
disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV
of the SFO, or which were recorded in the register required to be kept by the
Company pursuant to Section 336 of the SFO:

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

FTERR

RZZF—EFA=+tH BEZHRA 77
AT ZOEBER AR BB AR P A %
RRREAREZ S LPEROIEXVEE2R
3D BEAMARRRENEDIAR - HERL
RIRBEEZF MR EERIIFE6EARAETE
ENELMAERSRE -

RAQXTRGD REERSD 2HFR
RATEREEI0BITZEZER

Approximate
percentage of

Number of the issued

ordinary shares

share capital

Name of substantial shareholder Notes Nature of interest beneficially held of the Company
BERlE GRLREHRT
TERRHE BB EEME EEREE RESNEIL
Efficient Market Investments Limited Beneficial owner 838,530,000 (L) 41.88%
BEnEAA
Adventa Group Limited Beneficial owner 236,580,000 (L) 11.82%
EnEAA
Fortune Bright Group Limited Beneficial owner 236,580,000 (L) 11.82%
BEnEAA
Starsign International Limited Interest of controlled companies 1,314,030,000 (L) 65.63%
RPN EERS
Next Focus Holdings Limited Beneficial owner/Interest of 1,466,386,559 (L) 73.24%

(L): Long position
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SUBSTANTIAL SHAREHOLDERS (Continued)
Long positions in shares and underlying shares of the Company
(Continued)

Ordinary shares of HK$0.10 each of the Company (Continued)

Notes:

m

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

Next Focus Holdings Limited directly held 152,356,559 shares of the Company and
directly owned 100% of Starsign International Limited. As such, the 1,314,030,000
shares of the Company in which Starsign International Limited was interested were
attributable to Next Focus Holdings Limited.

Save as disclosed above, as at 30 June 2017, the Directors are not aware of any

other person (other than the Directors or chief executives of the Company)

who had an interest or short position in the Shares or underlying Shares of

the Company as recorded in the register required to be kept by the Company

pursuant to section 336 of the SFO.

Other Information

Ht&¥
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BiEE
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B LT EE S

Starsign International Limited&Standard
Cosmos Limitedz M — J& B - ffStandard
Cosmos Limited &Efficient Market Investments
Limited * Adventa Group Limited & Fortune
Bright Group LimitedZ M — %5 o F It ©
Efficient Market Investments Limited * Adventa
Group Limited &zFortune Bright Group Limited
HEE A 21,311,690,00008 A8 A 7% 15 JA K i
Standard Cosmos Limited B & 4A 2 2,340,000
PR RIS (A ££1,314,030,0000% 482 7] B
1) A Standard Cosmos Limited K& Starsign
International Limited °

Next Focus Holdings Limited& #% # A&
152,356,559 N A Rk fp - R EEEHR
Starsign International Limited 100%# &
It + Starsign International Limited B #zE2
1,314,030,000% A8 22 &) e £ 7 85 7Next Focus
Holdings Limited °
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Report on Review of Condensed Conselidated Financial Statements

R4S SRR BRI RS

Deloitte.

TO THE BOARD OF DIRECTORS OF
NATURAL BEAUTY BIO-TECHNOLOGY LIMITED

(incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the condensed consolidated financial statements of Natural
Beauty Bio-Technology Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) set out on pages 32 to 48, which comprise the
condensed consolidated statement of financial position as of 30 June 2017
and the related condensed consolidated statement of profit or loss and other
comprehensive income, statement of changes in equity and statement of cash
flows for the six-month period then ended, and certain explanatory notes. The
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of a report on interim financial information to be
in compliance with the relevant provisions thereof and Hong Kong Accounting
Standard 34 “Interim Financial Reporting” (“‘HKAS 34") issued by the Hong
Kong Institute of Certified Public Accountants. The directors of the Company
are responsible for the preparation and presentation of these condensed
consolidated financial statements in accordance with HKAS 34. Our responsibility
is to express a conclusion on these condensed consolidated financial statements
based on our review, and to report our conclusion solely to you, as a body, in
accordance with our agreed terms of engagement, and for no other purpose.
We do not assume responsibility towards or accept liability to any other person
for the contents of this report.

Scope of review

We conducted our review in accordance with Hong Kong Standard on Review
Engagements 2410 “Review of Interim Financial Information Performed by
the Independent Auditor of the Entity” issued by the Hong Kong Institute of
Certified Public Accountants. A review of these condensed consolidated financial
statements consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in
accordance with Hong Kong Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an
audit opinion.
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Report on Review of Condensed Consolidated Financial Statements
RS M B mRER RS

Conclusion )

Based on our review, nothing has come to our attention that causes us to  RIFEEZZEZBHEAR EFWEZRTAEE
believe that the condensed consolidated financial statements are not prepared, M <& EA{EEBALRA M I WMEREEMERT

in all material respects, in accordance with HKAS 34 EARBREEBSTERFE4RHER -
Deloitte Touche Tohmatsu g e BERLEAIT

Certified Public Accountants HEEIA

Hong Kong B

24 August 2017 —E—t+tFNAZ+HEA
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Condensed Consolidated Statementof Profit or Loss and Other Comprehensive Income

4Hliﬁ Eﬁ%ﬁ

For the six months ended 30 June 2017
BHE—_Z—+tFA=+HL AR

HAte 2 E Wz R

Six months ended 30 June

BEAA=THIEANEAR

2017 2016
—E—tF —TREF
HK$'000 HK$'000
FTERT FAT
NOTES (unaudited) (unaudited)
BsE (REER) (Reeztz)
Revenue A 4 183,613 240,255
Cost of sales HERAN (48,613) (57,517)
Gross profit EH 135,000 182,738
Other income and other gains HamE 7,544 26,001
Distribution and selling expenses HiEREEER (47,080) (55920)
Administrative expenses THFX (31,594) (33,633)
Other expenses and other losses Hib HAnEk (9,227) (7,442)
Profit before tax BREL AT @A 54,643 111,744
Income tax expense FTiSHiF S 5 (16,279) (28,801)
Profit for the period HRREF 6 38,364 82,943
Other comprehensive expense: Hth2EMAY -
Item that may be subsequently reclassified Hign e a8 s
to profit or loss: BamKxEE
Exchange differences arising on translation BEGINETS B TS R
of financial statements of foreign operations EEVERER 26,612 (9,749)
Total comprehensive income for the period BrzEbaesE 64,976 73,194
Profit for the period attributable to: AT AT (S ERAE R -
Owners of the Company KARHER A 38,364 82,943
Total comprehensive income attributable to: AT ATEEEZEKERE -
Owners of the Company KARHER A 64,976 73,194
Earnings per share sEvepil 8
Basic and diluted HERREE HK1.92 cents/&{ll  HK4.14 cents/&1ll
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Condensed Consolidated Statement of Financial Position

&1 BA

nﬂicn jﬂ&%ﬁtﬁi¥&§§

At 30 June 2017
R_F—tHFH=1H

At At
30 June 31 December
2017 2016

R-E—tF AT —RF
AA=+H +=-—A=+—8H

HK$’000 HK$'000
FHET T
NOTES (unaudited) (audited)
k=3 (REBER) (F&%)

Non-current assets FEREEE
Investment properties WA 7,694 7,196
Property, plant and equipment ME - BENEE 9 176,419 173,542
Prepaid lease payments BRATHAER 49,222 48296
Goodwill [EES 26,166 25,510
Pledged bank deposits EIRRITIFR - 1,706
Deferred tax assets RETIEE = 5,043 -
264,544 256,250

Current assets REEE
Inventories =g 75,092 49,842
Trade and other receivables B 5 NREMEIEEK 10 116,770 84,628
Prepaid lease payments BRI ER 1,162 1127
Pledged bank deposits IR TIER 5,277 1,706
Bank balances and cash RITEFRIES 373,045 428,633
571,346 565,936
Current liabilities mEAE

Trade and other payables 2 5 R HMERBRK 11 90,218 132,198
Deferred income PRIEW zx 6,163 6,223
Taxation payable FERFRIR 15,475 24,305
Dividend payable JEATAS B, 7 115,521 -
227,377 162,726
Net current assets RBEEFE 343,969 403,210
Total assets less current liabilities BEERRBAE 608,513 659,460

Non-current liabilities FREBAR
Deferred tax liabilities ELEFIBEARE - 636
Retirement benefit obligations RRENEE 4,385 4,101
604,128 654,673

Capital and reserves R R & E
Share capital &N 12 200,210 200,210
Reserves A 403,918 454,463
Total equity MR 604,128 654,673
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Condensed Consolidated Statement of Changes in Equity

FEﬁ n‘/-.r\

N EULE

For the six months ended 30 June 2017

HE_T—

+FERNA=ZTRIEARER

Attributable to owners of the Company

ARTERAEL
Share
Share Capital Share  Statutory  Translation option Retained
capital surplus ~ premium reserve reserve reserve profits Total
& EREE  ROEE  iERE  EXRE IRERE  REEN st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEn Tén Tién Tén Tin Tén T Tén
At 1 January 2016 (audited) R=E-~E—A-A
HES 0210 £25% 4006 16349 8212 109 19007 7368
Other comprehensive expense forthe period A REL 2 TR R - - - - (9,749 - - 9749)
Profit for the period B - - - - - - 82943 82943
Total comprehensive (expense) income BR2E (FY) haos
for the period - - - - (9,749) - 82943 7319
Dividends recognised as distioution (note )~ RAENEZIRE (HizE7) - - - - - - (58461) (58461)
At30 June 2016 (unaudited) R-E-~"E/A=1H
(REEH) 200210 42554 41016 163490 72493 11,109 216489 747361
Other comprehensive (expense) income BREN2E (YD) ha
forthe period - - - - (26724) - 715 (26,009)
Profitfor the period iyl - - - - - - 65,460 65460
Total comprehensive (expense) income Bn2E (Fx) bess
forthe period - - - - (26,724) - 66,175 39451
Dividends recognised as distribution BAADRL RS - = - - - - (132139 (132139
At31 December 2016 (audfted) WZE-r"ETZA=T-H
(&%) 200210 42554 41016 163490 45769 11,109 150,525 654673
Other comprehensive incore for e period HrEt2EkE - - - - 26612 - - 26612
Profitfor the period Nyl = = - - - - 38364 38364
Total comprehensive income for the period BhrmbEas = - - - %6612 - 38364 64976
Dividends recognised as distribution (note 7) TENEZRE (Hit7) - - - - - - (5521 (115521)
Transfer o statutory reserve ERTETRE - - - 567 - - (567) -
At30 June 2017 (unaucited) W=F—tF A=1H
(RaER) 200210 455 41016 169162 72381 11,109 676% 604,128
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Condensed Conselidated - Statement of Cash Flows

%ﬁ ﬂan\ Eﬁ'ﬁljlb%%

For the six months ended 30 June 2017
BHE_Z—+tFA=+HL~EA

Six months ended 30 June
BEAA=THLEAEAR

2017 2016

—E—tF kSN

HK$'000 HK$'000

FHT THT

NOTE (unaudited) (unaudited)

P& (REER) (RiEER)

OPERATING ACTIVITIES KeEEE

Cash (used in) generated from operations I () T8 7IR4e 13 (36,878) 85,020
Income taxes paid BERATEHIE (28,147) (18,553)
NET CASH (USED IN) FROM OPERATING ACTIVITIES RETES (i) iSReFE (65,025) 66,467
INVESTING ACTIVITIES REEE

Purchase of property, plant and equipment BEYE  BENLE (6,383) (9,333)
Interest received U FIE 2,945 3,656
Proceeds from disposal of property, plant and equipment &Y « BB M RIEFTE B 4 30
(Increase) Release of pledged bank deposits (3%840) B OB ITIEIR (1,865) 5,586
NET CASH USED IN INVESTING ACTIVITIES RETHFAZRESFEHE (5,299) ©61)
NET (DECREASE) INCREASE IN CASH AND BeERBEELEEY (BD)

CASH EQUIVALENTS B InFEEE (70,324) 66,406
CASH AND CASH EQUIVALENTS AT 1 JANUARY R—A—HZBRERBELEEY 428,633 502,721
EFFECT OF FOREIGN EXCHANGE RATE CHANGES EREFH o HE 14,736 (5348)
CASH AND CASH EQUIVALENTS AT 30 JUNE RAB=THZRERELESEY
represented by bank balances and cash BRITEFRES 373,045 563,779
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Notes to the Condensed Consolidated Financial Statements

& R4 & B RS ¥R R MY aE

For the six months ended 30 June 2017
BHE—_Z—+tFA=+HL AR

Basis of Preparation

The condensed consolidated financial statements have been prepared in
accordance with Hong Kong Accounting Standard 34 (HKAS 34) Interim
Financial Reporting issued by the Hong Kong Institute of Certified Public
Accountants as well as with the applicable disclosure requirements of
Appendix 16 to the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”).

Principal Accounting Policies

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

Except as described below, the accounting policies and methods of
computation used in the condensed consolidated financial statements for
the six months ended 30 June 2017 are the same as those followed in the
preparation of the Group’s annual financial statements for the year ended
31 December 2016

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

Amendments to HKAS 7 Disclosure Initiative

Amendments to HKAS 12 Recognition of Deferred Tax Assets
for Unrealised Losses
Amendments to HKFRSs Annual Improvements to HKFRSs

2014-2016 Cycle

The application of the above amendments to HKFRSs in the current
interim period has had no material effect on the amounts reported in
these condensed consolidated financial statements and/or disclosures set

out in these condensed consolidated financial statements.
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Notes to the Condensed Consolidated Financial Statements

I RAAR & B S Rk IR
For the six months ended 30 June 2017
BHE—_ZT—tFA=+HLAA

Segment Information 3. oHER
Segment revenues and results DEHBMARELE
The following is an analysis of the Group’s revenue and results by REE R B R 2 WA R FEE IR AT R
reportable and operating segments for the period under review: EREEDFER 2 DT
Six months ended 30 June 2017 BE-Z—tHFAXA=1+HLKEA
The People’s
Republic
of China
(“PRC") Taiwan Others Total
PEAR
HAE
(MPEXRFEED) =) ] Hith st
HK$’000 HK$’000 HK$’000 HK$'000
FET FEx FHET FET
(unaudited) (unaudited) (unaudited) (unaudited)
(REEX) CREER) (RRER) (REEX)
Revenue from external customers REINBEFE 2 WA 145,179 37,141 1,293 183,613
Segment profit iyl 49,216 7,402 928 57,546
Unallocated corporate expenses b AN /NI (5,848)
Unallocated income KoM= 2,945
Profit before tax BT BT A 54,643
Six months ended 30 June 2016 HEZZT—"FA=THIL~ER
Revenue from external customers REIMNBEE 2 WA 194,431 44378 1,446 240,255
Segment profit (Ioss) DEbEA (EE) 98,338 16,459 (4,064) 110,733
Unallocated corporate expenses AOB AR (2,645)
Unallocated income RO feMes 3,656
Profit before tax BRA A& A 111,744
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Notes to the Condensed Consolidated Financial Statements

AR S R R ET
For the six months ended 30 June 2017
HE—ZT—tFA=+HLAA

38

Segment Information (Continued)

Segment revenues and results (Continued)

Segment profit represents the profit earned by each segment without
allocation of equity-settled share based payments, central administration
costs and directors’ salaries. This is the measure reported to the chief
operating decision maker for the purposes of resource allocation and
performance assessment. Unallocated income mainly includes interest

income.

Revenue

Revenue represents the net amount received and receivable for (i) goods
sold by the Group to outside customers which is stated net of sales returns
and allowances and (i) service income from provision of skin treatments,

beauty and spa services for the period, and is analysed as follows:

DEBER (@)
SEBAREE (8)

DR F BE D BRDMETS 2 %F - &
R R DB RAE S A E IR 2K - AR
RITHERRESHMH - 195 T EL
BRI RER AT EESERE
AMEHIRE 2128 « RHRWHETSH
EF BN

A
WARRAHEEB TSR ZERNIE
WFRE : \AKEE TIIBEFP ZEM
(ENBRHERE RITEIIR) Rz
LS EE - XA MKBEIRS 2 BRI
A BT

Six months ended 30 June

BEAA=TRHIEXEAR

2017 2016
—B-tF T AF
HK$’000 HKS$'000
FExT T
(unaudited) (unaudited)

(REERK) CREER)

Sales of goods EmiHs
Service income BRAEUWA
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Notes to the Condensed Consolidated Financial Statements

I RAAR & B S Rk IR
For the six months ended 30 June 2017
BHE—_ZT—tFA=+HLAA

Income Tax Expense 5. FiEBiAX
Six months ended 30 June
BEARA=THLAEA
2017 2016
—E—+F —TREF
HK$'000 HK$'000
FER T
(unaudited) (unaudited)
(REEEZR) (REEERZ)
The charge comprises: X HBLE
Taxation in PRC A B RRER IR
Current period ZNEAF 9,969 19,734
Withholding tax on dividends AR S TR 5,039 =
15,008 19,734
Taxation in Taiwan and other jurisdictions B RHEMAEEEETIE
Current period ZREARE 2,319 5320
Overprovision in prior years BAFEBRBERE (332) (1,926)
Withholding tax on dividends A& S FEHEL 5,305 3,621
7,292 7,015
Deferred taxation RIERIR
Current period R HAE (6,021) 2,052
16,279 28,801
Under the Law of the People’s Republic of China on Enterprise Income Tax BIEFZEARLMBEEMSHE ([
(the “EIT Law") and Implementation Regulation of the EIT Law, the tax rate EMBRE]D) REEMESHREEHIK
of the PRC subsidiaries is 25% from 1 January 2008 onwards. The statutory fl- BZTZENF-—HA—HE fEX
withholding tax rate for non-PRC resident is 10%. As the Company has BB LR 2K F25% - FEPBER
obtained tax benefit approval from the in-charge tax bureau in 2014, TEZETENMAE 0%  BRA
which stipulate that the withholding tax rate for Natural Beauty China ARAE_ZE-NFREHEE RO
Holding Limited could be reduced to 5% for the dividend income from EEIE  BAZHBERER AT
July 2011 to June 2017 and 7% for royalty fee from January 2012 to June BREWAFENRHER_T——F+AH
2017. RE-Z—LFRXARR%  MEERE
AENBHINREER T ——F— A
ET—LFRABRI%
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For the six months ended 30 June 2017

HE—ZT—tFA=+HLAA

5. Income Tax Expense (Continued)
Pursuant to the relevant laws and regulations in the PRC and Taiwan,
dividend withholding tax is imposed at a rate of 5% and 20% on dividends
declared in respect of profits earned by PRC and Taiwan subsidiaries
respectively that are received by non-local resident entities. Withholding
tax on dividends of approximately HK$5,039,000 (2016: Nil) and
HK$5,305,000 (2016: HK$3,621,000) for PRC and Taiwan were recognised

respectively.

Corporate Income Tax in Taiwan is charged at 17% in both periods.

Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable
profit for both periods.
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Notes to the Condensed Consolidated Financial Statements
B4 e B B R MIEE

For the six months ended 30 June 2017
HE-_Z—+tHF/A=+HIL~MAA

Profit for the Period

6. HAR@AI

Six months ended 30 June

ANA=THIEREA

2017 2016
—E—+tF —TREF
HK$'000 HK$'000
FER T
(unaudited) (unaudited)
(REEEZX) (REeERZ)
Profit for the period has been arrived AR (FEA)
at after charging (crediting): TAIEIE
Depreciation of property, plant and equipment Y% - BB MBI E 10,126 11,462
Release of prepaid lease payments BEaATHAER 571 600
Total staff cost including share based BETHA (BIERNEFAR)
payment expenses 54,087 55,569
Loss on disposal of property, plant and equipment &Y - WE K &E 2 8 159 1,646
Allowance for trade receivables B 5 W IR RS 5,913 1,016
Allowance for obsolete inventories, BREGFERE GIAEERR)
included in cost of sales 2,022 1,582
Exchange loss b 5 E518 2,336 4,511
Compensation income arising from termination of &R I E 75 ME AR
a tenancy agreement fHEEs - (19,097)
Interest income on bank deposits RITFEARFBUA (2,945) (3,656)
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For the six months ended 30 June 2017

BE

42

—E—tFARA=THIAEAA

Dividends

At the annual general meeting of the Company held on 25 May 2017,
a final dividend of HK$0.0327 per share and a special final dividend of
HK$0.025 per share in respect of the year ended 31 December 2016
(2016: a final dividend of HK$0.0292 per share in respect of the year ended
31 December 2015) were declared to be payable to the owners of the
Company. The aggregate amount of the final dividend and special final
dividend declared in the interim period amounted approximately to
HK$115,521,223 and is recognised as dividend payable as of 30 June 2017
(2016: HKS$58,461,000 was recognised as dividend payable in the interim
period).

Earnings per Share

The calculation of the basic earnings per share attributable to the owners
of the Company is based on the profit attributable to the owners of the
Company of approximately HK$38,364,000 for the six months ended 30
June 2017 (2016: HK$82,943,000) and on the number of 2,002,100,932
(2016: 2,002,100,932) ordinary shares of the Company in issue during the
period.

Movements in Property, Plant and Equipment

During the current interim period, the Group acquired property, plant
and equipment of approximately HK$6,383,000 (2016: HK$9,333,000) for
business expansion.
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Notes to the Condensed Consolidated Financial Statements
B4 e B B R MIEE

For the six months ended 30 June 2017

BHE—_ZT—tFA=+HLAA

10. Trade and Other Receivables 10. EZ R HMERERRK
The Group allows a credit period for 90 days (2016: 30 days) to its trade AEEGETHESREFPOVRZEER
customers. The aging analysis of trade receivables presented based on the ZTE—REF30R) c RIMEHREAR
invoice date at the end of reporting period is as follows: H RBEZAHFEZI 2B ZERE
FEREROITIT -

At At

30 June 31 December

2017 2016

R-B—tF W-FT-A#F
AA=tR +=A=+—8

HK$’000 HKS'000
FHET FA&T
(unaudited) (audited)
(REBER) (F51%)

Trade receivables; B SRR
Within credit period ZEEHR 63,982 57218
Credit period -180 days {58 — 1808 13,408 15,754
Over 180 Days HB3E180H 30,935 1477
Less: Allowance for doubtful debts BT REREHE (7,390) (1,477)
100,935 72,972
Prepayments TEfTRIE 9,250 6,063
Other receivables E b pE I BR R 6,585 5,593
116,770 84628
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For the six months ended 30 June 2017

HE—ZT—tFA=+HLAA

11. Trade and Other Payables 1. ESRHEMBENSIERM
The following is an analysis of trade payables by age, presented based on RIpEHEEER  REZHHFER
the invoice date at the end of the reporting period. P2 B S RENERFRERESITAT -
At At
30 June 31 December
2017 2016
R-ZB—tF RZZT—RF
RA=+H +t=A=+—H
HK$'000 HKS$'000
FHET FHT
(unaudited) (audited)
(REER) (Fe&EZ)
Trade payables: B S REMNIRK
Within 90 days 90H A 22,420 20,221
91 days to 365 days 91HZE365H 385 215
Over 365 days EB3E365H 106 444
22,911 20,880
Deposits from customers ZPEHE 26,164 26,901
Other tax payables HAbERTHIE 7,018 25,654
Accruals ENER 24,972 48914
Other payables HAbETERR 9,153 9,849
90,218 132,198
The average credit period on purchases of goods is 90 days. The Group BEERZTHEEHRAWOA - A5H
has financial risk management policies in place to ensure that all payables ERIEMBRREREIEK - WHBRAA
are settled within the credit timeframe. ERBRFANREEERFRAERN o
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B4 e B B R MIEE

For the six months ended 30 June 2017

BHE—_ZT—tFA=+HLAA

12. Share Capital 12. &4
Number Share
of shares capital
BRHEEE [ &N
HK$'000
FHET
Ordinary shares of HK$0.1 each FREmE BT LR
Authorised: ETE
At 1 January 2016, 31 December 2016 R-ZE—XRF—HF—H8 "
and 30 June 2017 —E—RE+-_A=t+—HK
—T L EXA=+A 4,000,000,000 400,000
Issued and fully paid: BEETREAR
At 1 January 2016, 31 December 2016 RZE—FRF—H—H "
and 30 June 2017 “ER"Ft+ZA=+—H8kK
—T—+tFRA=TH 2,002,100,932 200210

BAREVREBRRR —T—tFPHRE
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For the six months ended 30 June 2017

HE—ZT—tFA=+HLAA

13. Notes to the Condensed Consolidated Statement of 13. B RLGES R ERE R

Cash Flows
Reconciliation of operating profit before working capital changes to cash HEESBEAI LR B T
(used in) generated from operations. (FTR) B 2R HER -
Six months ended 30 June
BEARA=THLAEA
2017 2016
—E—+tF ZE—RF
HK$'000 HKS$'000
FHET FHTT
(unaudited) (unaudited)
(REBEXR) (REEERZ)
Operating profit before working capital changes LIEE S FER LR 70,424 124,393
Increase in inventories FEEM (27,272) (3,160)
Increase in trade and other receivables B 5 R H A FE R FIE N (37,990) (15,537)
Decrease in trade and other payables B 5 R E MR ARRUR
and deferred income B E R (42,040) (14,156)
Decrease in retirement benefit RURRENDR D - (6,520)
Cash (used in) generated from operations LEZEE (BTA) iszie (36,878) 85,020
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14. Capital Commitments

B RAR G IRk MR
For the six months ended 30 June 2017
BHE—_ZT—tFA=+HLAA

14. EAREIE
At At
30 June 31 December
2017 2016

R=2—tF RK=FTF
ANA=tR +t=—A=1+—H

Capital expenditure in respect of acquisition
of property, plant and equipment contracted
for but not provided in the consolidated

financial statements

HK$'000 HKS$'000
TR FHET
(unaudited) (audited)
(RBEZ) (&%)
BRTAVER R BT E
BEAEYEYE
TR = N 5k e 2 B ANBA ST
664 2,538

BAREVREBRRR —T—tFPHRE
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& B

e IR MR

For the six months ended 30 June 2017
HE—ZT—tFA=+HLAA

15.

48

Connected and Related Party Transactions

15. BERBBALIRS

During the period, the Group had significant transactions with related B - AREE DR A TH#HITEAR
parties, which are also deemed to be connected parties pursuant to the 5o IR LETRAHETE - BRI
Listing Rules. The significant transactions with these parties during the TR BEEALT - HIR - RNEE

period are as follows:

HPpFEATETZIEARSAT

Six months ended 30 June

BEAA=TRHIEAEAR

2017 2016
—E—tF —E—RF
HK$'000 HKS$'000
FHT FHET
Name of company Nature of transactions (unaudited) (unaudited)
NEERE RHME (REER) (REEEZ)
Companies controlled by individuals who collectively have
Jjoint control over the Company’s ultimate holding company
and are also executive Directors of the Company:
ERAFIFER L AIBIRASFER 2 7]
FEIRBAREIRTEEZ AAA AR A]
SEBRERELRNHERAT Rental income 7 7
He W
FRECERNEBRAR Rental income 7 7
fitkeall i
Directors of the Company:
ARAEE
Individuals who collectively have joint control over the Rental expenses
Company’s ultimate holding company and et H
are also executive Directors of the Company
LRI AR N2 AR RASIEAR 2 7]
FEARBELGTRTEEZ MAAAL 4,101 3,349
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