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If you are in any doubt about any of the contents in this prospectus, you should obtain independent professional advice.

PERFECT SHAPE (PRC) HOLDINGS LIMITED
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(incorporated in the Cayman Islands with limited liability)

GLOBAL OFFERING

Number of Offer Shares : 250,000,000 (subject to the Over-allotment Option)
Number of Hong Kong Offer Shares : 25,000,000 Shares (subject to adjustment)
Number of International Placing Shares : 225,000,000 Shares (subject to adjustment and
the Over-allotment Option)

Maximum Offer Price : HKS$1.80 per Offer Share payable in full on
application in Hong Kong dollars, subject to
refund, plus brokerage of 1%, SFC transaction
levy of 0.003% and Stock Exchange trading fee of
0.005%

Nominal Value : HK$0.10 each
Stock Code : 1830

Sole Sponsor
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China Everbright Capital Limited

Sole Global Coordinator, Sole Bookrunner and Sole Lead Manager
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EBS INTERNATIONAL

China Everbright Securities (HK) Limited

Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing
Company Limited take no responsibility for the contents in this prospectus, make no representation as to its accuracy or completeness
and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the
contents in this prospectus.

A copy of this prospectus, having attached thereto the documents specified in “Documents delivered to the Registrar of Companies and
Available for Inspection” in Appendix VI to this prospectus, has been registered by the Registrar of Companies in Hong Kong as
required by section 342C of the Companies Ordinance (Chapter 32 of the Laws of Hong Kong). The Securities and Futures Commission
and the Registrar of Companies in Hong Kong take no responsibility for the contents in this prospectus or any other documents
referred to above.

The Offer Price is expected to be fixed by agreement between the Sole Global Coordinator (for itself and on behalf of the Underwriters)
and the Company on the Price Determination Date. The Price Determination Date is expected to be on or about Friday, 16 December
2011 and, in any event, not later than Saturday, 17 December 2011. The Offer Price will be not more than HK$1.80 per Offer Share and
is currently expected to be not less than HK$1.35 per Offer Share unless otherwise announced. Investors applying for Hong Kong Offer
Shares must pay, on application, the maximum Offer Price of HK$1.80 for each Offer Share together with a brokerage of 1%, SFC
transaction levy of 0.003% and Stock Exchange trading fee of 0.005%, subject to refund if the Offer Price is lower than HK$1.80.
The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement to subscribe for, and to procure
applicants for the subscription for, the Hong Kong Offer Shares, are subject to termination by the Sole Global Coordinator (for itself
and on behalf of the Hong Kong Underwriters) if certain grounds arise prior to 8:00 a.m. on the Listing Date. Such grounds are set out
in “Underwriting — Underwriting Arrangements and Expenses — Hong Kong Public Offer — Grounds for termination” in this
prospectus. It is important that you refer to that section for further details.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities laws in the United States,
and may not be offered, sold, pledged or transferred, except pursuant to an exemption from, or in a transaction not in the United States
subject to, the registration requirements of the U.S. Securities Act and in accordance with any applicable state securities laws.
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MIXED MEDIA OFFER

Our Company will be relying on section 9A of the Companies Ordinance (Exemption
of Companies and Prospectuses from Compliance with Provisions) Notice (Chapter 32L of
the Laws of Hong Kong) and will be issuing WHITE or YELLOW Application Forms
without them being accompanied by a printed prospectus. The contents of this prospectus
are identical to the electronic form prospectus. From 9:00 a.m. on Tuesday, 13 December
2011 until 12:00 noon on Friday, 16 December 2011, an electronic form of this prospectus
can be accessed and downloaded from the websites of our Company at
www.perfectshape.com.hk under the “Investor Relations>HKIPO Prospectus” section
and the Stock Exchange at www.hkexnews.hk, under the “HKExnews > Listed Company
Information > Latest Listed Company Information” section, respectively.

Members of the public who wish to obtain a copy of this printed prospectus may
obtain a copy, free of charge, upon request during normal business hours from 9:00 a.m. on
Tuesday, 13 December 2011 until 12: 00 noon on Friday, 16 December 2011 at the following
locations:

1. any of the following addresses of the Sole Sponsor and the Hong Kong
Underwriters:

China Everbright Capital Limited
17th Floor, Far East Finance Centre
16 Harcourt Road

Hong Kong

China Everbright Securities (HK) Limited
36th Floor, Far East Finance Centre

16 Harcourt Road

Hong Kong

Sun Hung Kai Investment Services Limited
42/F, The Lee Gardens

33 Hysan Avenue

Causeway Bay

Hong Kong

VC Brokerage Limited
28/F The Centrium
60 Wyndham Street
Central

Hong Kong

2. the Depository Counter of HKSCC at 2nd Floor, Infinitus Plaza, 199 Des Voeux
Road Central, Hong Kong
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3. any of the following branches of The Hongkong and Shanghai Banking
Corporation Limited:

Branch name Address

Hong Kong Island North Point Branch G/F, Winner House, 306-316
King’s Road, North Point,
Hong Kong

Kowloon Pioneer Centre Branch Shop 218, 2/F, Pioneer Centre,
750 Nathan Road, Kowloon

New Territories Tai Wai Branch Shops 42-44, MTR Tai Wai
Station, Sha Tin, New Territories

Details of where printed prospectus may be obtained will be displayed prominently at
every location where Application Forms may be lodged.

During normal business hours from 9:00 a.m. on Tuesday, 13 December 2011 until
12:00 noon on Friday, 16 December 2011, at least three copies of this printed prospectus
will be available for inspection at every location where the WHITE or YELLOW
Application Forms are distributed as set out in the section headed “How to Apply for Hong
Kong Offer Shares” of this prospectus.
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EXPECTED TIMETABLE"

If there is any change to the following expected timetable of the Hong Kong Public
Offer, our Company will issue an announcement in Hong Kong to be published in The
Standard (in English) and the Sing Tao Daily (in Chinese).

Application lists open® . ... ... ... ... ... 11:45 a.m. on Friday, 16 December 2011

Latest time to lodge WHITE and YELLOW Application
Forms and to give electronic application instructions

to HKSCC® . ... .. .. .. .. ... ... ... 12:00 noon on Friday, 16 December 2011
Application lists close .. ... ........... 12:00 noon on Friday, 16 December 2011
Expected Price Determination Date ¥ ... ... ... ... ..... Friday, 16 December 2011

Announcement of (i) the Offer Price; (ii) the indication of
the level of interest in the International Placing;
(iii) the level of applications in the Hong Kong Public Offer;
(iv) the basis of allotment of Hong Kong Offer Shares
under the Hong Kong Public Offer; and
(v) the number of Offer Shares reallocated, if any,
between the Hong Kong Public Offer and
the International Placing to be published on
the Stock Exchange’s website at www.hkexnews.hk
and our Company’s website
at www.perfectshape.com.hk and in The Standard
(in English) and the Sing Tao Daily (in Chinese)
onorbefore ........ ... . ... ... ... Thursday, 22 December 2011

Results of allocations in the Hong Kong Public Offer
(with successful applicants’ identification documents
numbers, where appropriate) to be available through
a variety of channels (see “How to Apply for
Hong Kong Offer Shares
— VI. Publication of results”) from ............... Thursday, 22 December 2011

Results of allocations for the Hong Kong Public Offer
to be available at www.tricor.com.hk/ipo/result,
with a “search by ID” function . ................. Thursday, 22 December 2011

Despatch of share certificates or deposit of share
certificates into CCASS and refund cheques in
respect of wholly or partially unsuccessful
applications or wholly successful applications (if applicable)
on or before® © D& Thursday, 22 December 2011

Dealings in the Offer Shares on the Stock Exchange
tO COMMENCE ON . . o v vttt e e e et e et e e e Friday, 23 December 2011
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All dates and times refer to Hong Kong local dates and times, except as otherwise stated. Details of the
structure of the Global Offering, including its conditions, are set out in the “Structure of the Global
Offering” in this prospectus.

If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force in
Hong Kong at any time between 9:00 a.m. and 12:00 noon on Friday, 16 December 2011, the application
lists will not open or close on that day. Further information is set forth in “How to Apply for Hong Kong
Offer Shares — III. Applying by using a white or yellow application form — 6. Effect of bad weather on
the opening of the Application Lists” in this prospectus.

Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC
should refer to “How to Apply for Hong Kong Offer Shares — IV. Applying by giving electronic
application instructions to HKSCC” in this prospectus.

Please note that the Price Determination Date, being the date on which the Offer Price is to be determined,
is expected to be on or about Friday, 16 December 2011 and, in any event, not later than Saturday, 17
December 2011. If, for any reason, the Offer Price is not agreed between the Company and the Sole Global
Coordinator (for itself and on behalf of the Underwriters), the Global Offering (including the Hong Kong
Public Offer) will not proceed and will lapse. Notwithstanding that the Offer Price may be less than the
maximum Offer Price of HK$1.80 per Share, applicants must pay the maximum Offer Price of HK$1.80
per Share at the time of application, plus brokerage of 1%, SFC transaction levy of 0.003% and Stock
Exchange trading fee of 0.005%, but will be refunded the surplus application monies, without interest, as
set out in “How to Apply for Hong Kong Offer Shares” in this prospectus.

Share certificates for the Offer Shares are expected to be issued on Thursday, 22 December 2011 but will
only become valid certificates of title at 8:00 a.m. on the Listing Date provided that (i) the Hong Kong
Public Offer has become unconditional in all respects; and (ii) neither of the Underwriting Agreements has
been terminated.

Refund cheques will be issued in respect of wholly or partially unsuccessful applications pursuant to the
Hong Kong Public Offer and also in respect of wholly or partially successful applications in the event that
the final Offer Price is less than the price payable on application. Part of the applicant’s Hong Kong
identity card number or passport number, or, if the applicant is made by joint applicants, part of the Hong
Kong identity card number or passport number of the first named applicant, provided by the applicant(s)
may be printed on the refund cheque, if any. Such data would also be transferred to a third party for
refund purposes. Bank may require verification of an applicant’s Hong Kong identity card number or
passport number before encashment of the refund cheque. Inaccurate completion of an applicant’s Hong
Kong identity card number or passport number may lead to delay in encashment of or may invalidate the
refund cheque.

Applicants who have applied on WHITE Application Forms for 1,000,000 or more Hong Kong Offer
Shares under the Hong Kong Public Offer and have indicated in their application forms that they wish to
collect any refund cheques and share certificates in person from our Company’s Hong Kong Share
Registrar, Tricor Investor Services Limited at 26/F., Tesbury Centre, 28 Queen’s Road East, Wanchai,
Hong Kong, may do so between 9:00 a.m. to 1:00 p.m. on Thursday, 22 December 2011. Applicants being
individuals who opt for personal collection must not authorise any other person to make collection on
their behalf. Applicants being corporations who opt for personal collection must attend by their
authorised representatives bearing letters of authorisation from their corporations stamped with the
corporation’s chop. Identification and (where applicable) authorisation documents acceptable to our
Company’s Hong Kong Share Registrar, Tricor Investor Services Limited at 26/F., Tesbury Centre, 28
Queen’s Road East, Wanchai, Hong Kong, must be produced at the time of collection. Applicants who
have applied on YELLOW Application Forms for 1,000,000 or more Hong Kong Offer Shares under the
Hong Kong Public Offer may collect their refund cheques, if any, in person but may not elect to collect
their share certificates, which will be deposited into CCASS for the credit of their designated CCASS

7iV7



EXPECTED TIMETABLE"

Participant’s stock account or CCASS Investor Participant’s stock account, as appropriate. The
procedures for collection of refund cheques for YELLOW Application Form applicants are the same as
those for WHITE Application Form applicants.

(8)  Uncollected share certificates and refund cheques will be despatched by ordinary post at the applicants’
own risk to the addresses specified in the relevant Application Forms. Further information is set out in
“How to Apply for Hong Kong Offer Shares — VII. Despatch/Collection of share certificates and refund
cheques” in this prospectus.

You should read carefully “Underwriting,” “How to Apply for Hong Kong Offer
Shares” and “Structure of the Global Offering” in this prospectus for additional
information regarding the Global Offering, including the conditions to Global Offering,
how to apply for Hong Kong Offer Shares, the expected timetable, the effects for bad
weather and the despatch of share certificates and the refund of application monies.
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SUMMARY

This summary aims to give you an overview of the information contained in this
prospectus. As this is a summary, it does not contain all the information that may be
important to you and is qualified in its entirety by, and should be read in conjunction with,
the full text in this prospectus. You should read the whole document including the appendices
hereto, which constitute an integral part in this prospectus, before you decide to invest in our
Offer Shares.

There are risks associated with any investment. Some of the particular risks in
investing in our Offer Shares are summarised in “Risk factors” in this prospectus. You
should read that section carefully before you decide to invest in our Offer Shares.

OVERVIEW

We are a well-established slimming and beauty service provider and operate under the
well-known brand name “Perfect Shape ¥ 3>, targeting mid to high-end clients in the
PRC, Hong Kong and Macau. We have our origin in Hong Kong and experienced
substantial growth in the PRC market during the Track Record Period. Through years of
development, we have established our “Perfect Shape #J# 5> brand as a well-recognised
icon for the provision of quality and effective slimming services. Our brand recognition can
be proved by the various achievements we have accomplished over the years such as
“Superbrands Hong Kong Award” and “PRC Consumer’s Most Favourable Hong Kong
Brands”. As part of our advertising and promotional campaigns to enhance brand
recognition, we sponsored large-scale beauty contests in Hong Kong and were the “Miss
Hong Kong Pageant 2008 Official Slimming Centre” for Miss Hong Kong Pageant 2008,
the “Preferred Slimming Centre” for Miss Chinese International Pageant 2009 and the
slimming consultant for Miss Asia Pageant (PRC Division) 2009. Contributing to our
successful expansion in the PRC, we achieved a sustaining growth in the past years. Our
revenue increased from HK$236.3 million for the year ended 31 March 2009 to HK$309.0
million for the year ended 31 March 2011, representing a CAGR of 14.4%. For the four
months ended 31 July 2011, our revenue increased to HK$134.5 million from HK$100.9
million for the same period in 2010. Our profit attributable to equity holders increased from
HK$28.6 million for the year ended 31 March 2009 to HK$50.3 million for the year ended
31 March 2011, representing a CAGR of 32.6%. For the four months ended 31 July 2011,
our profit attributable to equity holders increased to HKS$28.9 million from HKS$14.3
million for the same period in 2010.

Our Services and Products

We offer around 100 types of slimming treatments in terms of the body parts, the
equipment, the slimming products and massage techniques used which not only focus on
weight loss management but also emphasise on body shaping and maintenance. We take
pride in the provision of tailor-made slimming services. We recommend the most suitable
slimming treatments to our clients based upon our clients’ goals and physical conditions.
Our slimming consultants and nutritionists are involved in the implementation process and
closely monitor the progress of and follow up with each client throughout the whole
slimming programme. We also offer around 80 types of beauty treatments including medical
beauty treatments which can be further categorised into treatments with focus on individual
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parts of the body such as facial treatments, neck treatments, eye treatments, hand
treatments and breast treatments, spa and massage services with different machinery and
beauty products used to cater for the needs of different clients. Revenue from provision of
slimming and beauty services accounted for HKS$143.3 million, HK$148.5 million,
HK$203.0 million and HK$83.7 million, representing 60.6%, 63.2%, 65.7% and 62.2%
of our total revenue, for the years ended 31 March 2009, 2010, 2011 and the four months
ended 31 July 2011, respectively.

In order to complement our services, we sell around 10 types of slimming and beauty
products at our service centres. We source our slimming and beauty products from
independent manufacturers and the finished products are labelled and sold under our
brands. Revenue from the sales of slimming and beauty products accounted for HK$7.0
million, HK$13.6 million, HK$32.8 million and HK$15.6 million, representing 3.0%, 5.8%,
10.6% and 11.6% of our total revenue, for the years ended 31 March 2009, 2010, 2011 and
the four months ended 31 July 2011, respectively. In view of the growing demand of high-
end slimming and beauty products in the PRC, our Directors consider that sales of
slimming and beauty products will be one of the engines driving our future growth.

Our Service Centres and Members

We have strong presence in the PRC, Hong Kong and Macau. As at the Latest
Practicable Date, we, being one of the premium Hong Kong brands for slimming and
beauty services, operated 57 service centres, of which 44 of them are located in 10 major
cities in the PRC, namely Shanghai, Guangzhou, Shenzhen, Beijing, Dongguan, Foshan,
Chengdu, Nanjing, Tianjin and Chongqing; 12 in Hong Kong; and one in Macau. Our
service centres are mainly located in the prime commercial districts in the PRC. For
example, we operate flagship centres in Plaza 66 (1EFE %), Dongfang Plaza (3R 77 %),
Zhengjia Plaza (IEf£Y¥), and Jinguanghua Plaza (£&6#%3¥5), which are high-end
shopping malls located in Shanghai, Beijing, Guangzhou and Shenzhen, respectively. We
classify our service centres into two categories, namely flagship centres and standard
centres. Our service centres which are located in prestigious shopping malls or high-end
departmental stores in prime locations are classified as flagship centres, and the others are
classified as standard centres. All standard and flagship centres are operated by ourselves
and there is no material difference in the services provided by our standard and flagship
centres. As at the Latest Practicable Date, the average size of our flagship centres and
standard centres is about 425 sq.m. and 195 sq.m., respectively.
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Set out below is a list of our service centres as at the Latest Practicable Date:

Location

PRC

e Shanghai
e Guangzhou
e Shenzhen
e Beijing

e Dongguan
e Foshan

e Chengdu

e Nanjing

e Tianjin

e Chongqing

Hong Kong (Note)
Macau

Total

Note:

Number of service centres

Standard Flagship

centres centres Total
10 2 12

7 3 10

4 2 6

5 1 6

3 — 3

1 — 1

2 — 2

1 — 1

1 — 1

2 — 2

9 3 12

1 — 1

46 11 57

Tsim Sha Tsui, Tuen Mun, Yuen Long, Shatin and Tai Po.

Our service centres in Hong Kong were located at Central, Causeway Bay, Mongkok, Tsuen Wan,

The following table sets out the number of additions and closures of our service centres
during the Track Record Period and up to the Latest Practicable Date.

PRC

Number of service centres at the
beginning of the relevant period

Addition of service centres during the
relevant period

Number of service centres at the end
of the relevant period

Years ended 31 March

2009 2010 2011
— 1 6

1 5 24

1 6 30

From 1 April
2011 up to
the Latest

Practicable
Date

30
14

44
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Hong Kong

From 1 April

2011 up to
the Latest
Years ended 31 March Practicable
2009 2010 2011 Date
Number of service centres at the
beginning of the relevant period 20 20 14 15
Addition of service centres during the
relevant period 1 2 4 —
Closure of service centres during the
relevant period 1 8 3 3
Number of service centres at the end
of the relevant period 20 14 15 12

In view that the slimming and beauty market in Hong Kong has saturated and we face
increasing competition from other market players, we reduced the number of our service
centres in Hong Kong during the Track Record Period and up to the Latest Practicable
Date, and revenue derived from Hong Kong market decreased accordingly. At the same
time, we continued to reallocate our financial and human resources from Hong Kong
market to expand our operation in the PRC market.

Macau

We operated one service centre in Macau during the Track Record Period and up to
the Latest Practicable Date.

Our Group has nearly eight years, four years and three years of operating history in
Hong Kong, Macau and the PRC, respectively. We have a well-established client base,
which is vital for our business growth. As at the Latest Practicable Date, we had around
38,000 members in the PRC, 48,000 members in Hong Kong and 4,000 members in Macau.
Our well-established client base brings confidence to our new clients and provides us with
new market opportunities through word-of-mouth referrals. The number of active members
as at 31 March 2011, defined as members who received slimming and beauty services in our
service centres in that year, were 17,714 in the PRC, 9,105 in Hong Kong and 2,269 in
Macau, respectively. Among these active members, 12,623 members in the PRC, 4,231
members in Hong Kong and 890 members in Macau, had unutilised prepaid packages with
our Group as at 31 March 2011.

We believe that we have successfully built up our “Perfect Shape ¥ 3fi” brand which
distinguishes us from our competitors. The success of our “Perfect Shape 2% ¥~ brand
enables us to charge premium prices and position our services towards the higher end of the
market. Furthermore, it also lays a solid foundation for our further expansion in the PRC.
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Forfeited Income

We promote our slimming and beauty services by offering prepaid packages with
discounted pricing to clients. Our Directors believe that this prepayment mode of operation
enables us to enhance customer loyalty and establish long-term relationship with our
clients. For the years ended 31 March 2009, 2010, 2011 and the four months ended 31 July
2011, we sold prepaid packages in the amount of HK$229.2 million, HK$232.5 million,
HK$306.2 million and HK$118.3 million, respectively. Our prepaid packages have a
validity period of one year. As part of our loyalty programme, with the view to promote
through word-of-mouth and encourage sales of new premium packages as well as to
enhance customer loyalty and establish long-term relationship with our clients, we may, at
our discretion, allow our clients to upgrade their existing slimming and beauty packages to
new premium slimming and beauty packages before the expiry of the existing packages. The
Directors believe that the upgrade arrangement also provides an option for the clients to
experience the latest slimming technology without sacrificing the unutilised value of their
existing packages. No upgrade is allowed after the expiry of the existing packages. In the
event of package upgrade, contract of the existing package will be terminated and a new
contract will be signed between us and the relevant client on the new premium package.
Clients are required to pay the difference between the new premium package and the
unutilised existing package value. Upon the signing of new contract, the new premium
package will have a validity period of one year from the date of the new contract. For
details of our loyalty programme, please refer to “Business — Marketing — Marketing and
sales — Loyalty programme to clients” in this prospectus. We record these prepaid
packages as deferred revenue in the balance sheet at the point of sales. Deferred revenue as
at 31 March 2009, 2010, 2011 and 31 July 2011 were HK$118.3 million, HK$122.4 million,
HKS$148.7 million and HK$147.0 million, respectively. For financial reporting purposes, we
recognise prepaid packages as our sales revenue from time to time in the income statement
when the service treatments are delivered to clients. The amount which represents services
yet to be rendered will be recorded as liability. As clients are not entitled to enjoy services
after expiry date, we fully recognise prepaid packages over one year from the date of
purchase as revenue from expired prepaid packages in the income statement. For the years
ended 31 March 2009, 2010, 2011 and the four months ended 31 July 2011, revenue
recognised upon the expiry of prepaid packages amounted to HK$86.0 million, HK$72.8
million, HK$73.3 million and HK$35.1 million, representing 36.4%, 31.0%, 23.7% and
26.1% of our revenue, respectively. During the Track Record Period, we strictly
implemented our revenue recognition policy and no prepaid packages were extended or
renewed upon expiry date.

We believe the combination of our (i) well-recognised brand name with strong presence
in the PRC, Hong Kong and Macau; (ii) successful track record in brand management and
strong execution capability in developing fast-growing and enormous PRC market; and (iii)
well-established client base provides us with the strategic advantage necessary to become
one of the market leaders in the PRC.
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Our Expansion in the PRC

With a population of approximately 1.3 billion in the PRC, our Directors believe that
the slimming and beauty market in the PRC has vast development potential. Demand for
slimming and beauty services is expected to continue to elevate with the rapid growth of the
PRC economy and the sustainable improvement of general living standard in the PRC.
According to the Euromonitor Report, the market size of beauty centres is estimated to
grow from approximately RMB91.3 billion in 2010 to approximately RMB243.1 billion in
2015, with a CAGR of 21.6%, by sales value of services.

In order to capture vast business opportunities arising from the fast-growing and
enormous slimming and beauty market in the PRC, we opened our first service centre in
Shenzhen in 2009. Since then, we aggressively expanded our service centres network under
our well-known brand name “Perfect Shape 9% 3} in the PRC and successfully achieved
the following impressive operational and financial performance:

° the same store sales of our service centres in the PRC, which represent four service
centres established prior to 1 January 2010, increased by 87.3% from HKS$7.9
million in the first quarter of 2010 to HK$14.8 million in the first quarter of 2011;

e the total number of our slimming and beauty service centres in the PRC increased
by 43 times from one in a single city as at 31 March 2009 to 44 in 10 cities as at the
Latest Practicable Date;

e our number of members in the PRC increased by about 62 times from around 600
as at 31 March 2009 to around 38,000 as at the Latest Practicable Date;

e our revenue contributed from our PRC operation increased by 85 times from
HK$1.9 million for the year ended 31 March 2009 (representing 0.8% of our total
revenue during the same year) to HK$162.9 million for the year ended 31 March
2011(representing 52.7% of our total revenue during the same year);

e the net profit attributable to our equity holders increased by 70.5% from
HK$29.5 million for the year ended 31 March 2010 to HK$50.3 million for the
year ended 31 March 2011.

Upon the Listing, we will continue to expand our business operation in the PRC
aggressively. In order to capitalise the robust growth in the PRC slimming and beauty
market, we plan to open 106 new service centres in the PRC during the four years ending 31
March 2015.

Benefiting from the sustainable growth in the slimming and beauty service market and
implementation of our aggressive expansion plan in the PRC, we target to increase the
percentage of revenue contribution from our PRC operation over our total revenue to
around 80% for the year ending 31 March 2012.
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Recent Market Developments

Regardless of the recent tightening monetary policy in the PRC, global economic
uncertainties and the euro zone sovereign debt crisis which resulted in adverse market
conditions and the shrinking global consumer confidence index, there had been no material
change in revenue and net profit from our Hong Kong and Macau operations. On the
contrary, revenue and net profit from our PRC operations experienced continuous growth
which was benefited from the prosperous domestic demands in the PRC.

Our Directors confirm that there has been no material adverse change in our financial
or trading position since 31 October 2011 and up to the Latest Practicable Date.

OUR COMPETITIVE STRENGTHS

We believe our rapid growth and strong market position are largely attributable to the
following principal competitive strengths:

e Strong execution capability in developing fast-growing and enormous slimming
and beauty market in the PRC

e  Well-recognised brand with strong presence in the PRC, Hong Kong and Macau
e  Effective client segmentation approach
e  Strong operating cash inflows and capital strength driving future growth

e Strong management team with successful track record for the delivery of a
sustainable growth and profitability

OUR BUSINESS STRATEGIES

Our business objective is to rapidly increase our market share in the fast-growing PRC
slimming and beauty industry with enormous development potential and become one of the
largest providers of slimming services in the PRC. In order to achieve this, we plan to
pursue the following strategies:

e  Further strengthen our strong presence in the PRC by expanding our service
centres network under our well-known brand name “Perfect Shape 7% ¥~

e  Strengthen brand appeal

e Refine client segmentation and enhance client base
e  Drive operational efficiencies

e Promote our slimming and beauty products

e  Pursue future growth opportunities
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HISTORICAL FINANCIAL INFORMATION

The combined financial data set forth below presents the summary of combined
financial information of our Group for the years ended 31 March 2009, 2010, 2011 and the
four months ended 31 July 2011 extracted from the Accountant’s Report as set out in
Appendix I to this prospectus.

Combined statements of comprehensive income

Four months ended

Year ended 31 March 31 July
2009 2010 2011 2010 2011
HK$000 HK$000 HK$000 HK$000 HKS$°000
(unaudited)
Revenue 236,273 234,857 308,976 100,875 134,499
Other income 212 130 384 71 54
Other (losses)/gains — net (1,024) 21 1,580 68 660
Cost of inventories and consumables (1,925) (4,928) (7,450) (2,478) (2,240)
Employee benefit expenses (86,631) (78,665) (85,648) (28,878) (31,318)
Marketing expenses (46,899) (47,315) (56,420) (24,286) (23,091)
Depreciation (16,516) (15,143) (16,494) (5,515) (5,658)
Operating lease rentals (20,055) (20,389) (29,875) (8,138) (12,106)
Other operating expenses (28,764) (32,858) (49,590) (13,859) (21,767)
Operating profit 34,671 35,710 65,463 17,864 39,033
Interest income 4 25 238 19 596
Profit before income tax 34,675 35,735 65,701 17,883 39,629
Income tax expense (6,092 (6,216) (15,441) (3,581) (10,743)
Profit for the year/period attributable
to equity holders of the Company 28,583 29,519 50,260 14,302 28.886
Other comprehensive (loss)/income;
Net fair value (losses)/gains on
available-for-sale financial assets — — (15) — 74
Disposal of available-for-sale
financial assets — — — — (197)
Currency translation differences — — 465 (146) 796
Total other comprehensive income/
(loss) for the year/period — — 450 (146) 073
Total comprehensive income for the
year/period attributable to equity
holders of the Company 28,583 29,519 50,710 14,156 29,559
Dividends — 5,000 39,369 — —
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Combined Balance Sheets

As at
As at 31 March 31 July
2009 2010 2011 2011
HKS$’000 HKS$’000 HKS$’000 HKS$’000
ASSETS
Non-current assets
Property, plant and equipment 20,109 26,493 32,403 34,298
Available-for-sale financial assets — — 9,943 4,864
Deposits and prepayments 7,714 6,071 15,109 17,912
Deferred income tax assets 3,451 4,214 12,897 15,632
31,274 36,778 70,352 72,706
Current assets
Inventories 511 1,018 1,068 668
Trade receivables 17,412 11,810 8,103 8,980
Other receivables, deposits and
prepayments 5,620 9,740 20,825 22,135
Amounts due from related
companies 33 82 290 328
Amounts due from directors 68,338 38,359 37,268 36,678
Amount due from a shareholder — 29,106 — —
Financial assets at fair value
through profit or loss — 10,093 46,760 6,055
Cash and cash equivalents 26,280 48,183 74,206 139,849
118,194 148,391 188,520 214,693
Total assets 149,468 185,169 258,872 287,399
EQUITY
Capital and reserves attributable to the
Company’s equity holders
Combined share capital 457 457 457 457
Other reserves — 49 1,664 3,548
Retained earnings 12,529 36,999 46,725 74,400
Total equity 12,986 37,505 48,846 78,405
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As at
As at 31 March 31 July
2009 2010 2011 2011

HKS$’000 HKS$’000 HKS$’000 HKS$000

LIABILITIES

Non-current liabilities
Deferred income tax liabilities 275 599 2,622 4,224
Provision for reinstatement costs 1,648 1,413 1,292 1,392

1,923 2,012 3.914 5,616

Current liabilities
Provision for reinstatement costs 403 713 424 599
Trade payables 454 615 1,503 1,142
Accruals and other payables 11,983 16,934 22,264 16,822
Deferred revenue 118,323 122,433 148,672 146,970
Tax payable 3,313 4,957 14,781 18,790
Amount due to a related company 83 — — —
Amount due to a director — — 15,791 16,378
Amount due to a shareholder — — 2,677 2,677

134,559 145,652 206,112 203,378

Total liabilities 136,482 147,664 210,026 208,994
Total equity and liabilities 149,468 185,169 258,872 287,399
Net current (liabilities)/assets (16,365) 2,739 (17,592) 11,315
Total assets less current liabilities 14,909 39,517 52,760 84.021
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Selected combined statements of cash flows

Four months

Year ended 31 March ended 31 July
2009 2010 2011 2011
HKS$'000 HKS3°000 HKS3°000 HKS$’000
Net cash generated from operating
activities 19,262 52,948 93,547 24,695
Net cash (used in)/generated from
investing activities (10,101) (31,045) (69,060) 39,328
Net cash generated from financing
activities 97 — — —
Net increase in cash and cash
equivalents 9,258 21,903 24,487 64,023
Cash and cash equivalents at end of
the year/period 26,280 48,183 74,206 139,849

DIVIDENDS AND DIVIDEND POLICY

During the Track Record Period, the dividends distributed by the companies now
comprising our Group amounted to nil, HK$5.0 million, HK$39.4 million and nil,
respectively.

In November 2011, special cash dividends of HK$88,500,000 in total were declared by
the Hong Kong and Macau Group companies. Pursuant to the shareholders’ resolutions of
the following Group companies all dated 3 November 2011, (i) Perfect Shape & Skin
declared special cash dividends of HK$5,000,000; (ii) Perfect Shape & Skin SS declared
special cash dividends of HK$1,000,000; (iii) Perfect Shape & Skin TW declared special cash
dividends of HK$738,835; (iv) Perfect Shape & Spa MOS declared special cash dividends of
HK$500,000; (v) Perfect Shape Holdings declared special cash dividends of HK$12,000,000;
(vi) Perfect Skin Medical declared special cash dividends of HK$2,800,000; (vii) Perfect
Shape & Skin Management declared special cash dividends of HK$22,000,000; (viii) Perfect
Shape Advertising declared special cash dividends of HK$500,000; (ix) Perfect Shape
Investment Shanghai declared special cash dividends of HK$36,000,000; and (x) Perfect
Shape Macau declared special cash dividends of HK$7,961,165 (MOPS8,200,000), for
payment to their respective shareholders. The above special cash dividends will be fully
settled prior to the Listing. Save for the above, no dividend was approved or declared by
our Company during the Track Record Period and up to the Latest Practicable Date.

The special cash dividends of HK$88,500,000 in total were declared out of our Group’s
retained profits, which were generated by shareholders’ equity and management efforts of
our existing Shareholders during the Track Record Period. Therefore, our Directors
consider the dividends represented investment returns and rewards to our existing
Shareholders due to their past contributions to our Group during the Track Record
Period. We had carefully considered and assessed our working capital position before
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declaration of the special cash dividends and in view of our cash and cash equivalents
position of HK$139.8 million as at 31 July 2011, our Directors consider that our Company’s
internal resources are sufficient to cover the full payment of the special cash dividends.

Following the Listing, subject to the relevant law and the Articles, we, through a
general meeting, may declare dividends in any currency but no dividends shall be declared
in excess of the amount recommended by our Board. The Articles provide that dividends
may be declared and paid out of our profit, realised or unrealised, or from any reserve set
aside from profits which our Directors determine is no longer needed. With the approval of
the Shareholders, we may also declare dividends out of a share premium account or any
other fund or account which can be authorised for this purpose in accordance with the
Companies Law. Future dividend payments will also depend upon the availability of
dividends received from our subsidiaries in the PRC. In the PRC, the laws require that
dividends be paid only out of the net profit calculated according to the PRC accounting
principles, which differ in many aspects from HKFRS and accepted accounting principles in
other jurisdictions. The PRC laws also require companies (including foreign investment
enterprises) to set aside part of their net profit as statutory reserves, which are not available
for distribution as cash dividends. Distributions from our subsidiaries in the PRC may also
be restricted if they incur debts or losses or in accordance with any restrictive covenants in
bank credit facilities, convertible bond instruments or other agreements that we or our
subsidiaries in the PRC may enter into in the future.

Subject to the availability of our cash and distributable reserves, investment
requirements, our cash flows and working capital requirements and the approval of our
Shareholders, our Directors currently intend to declare and recommend all annual
distributable profit, if any, from ordinary activities as dividends starting from the full
financial year ending 31 March 2013.

CLIENT COMPLAINTS AND CLAIMS

Due to the nature of slimming industry and subjective views on the level of satisfaction
of slimming services provided, on occasions, we receive client complaints. Further, as we
charge our clients by way of prepaid packages which sometimes lead to disputes arising
from requests for refund for prepayment. Client complaints are usually in relation to one or
more of the following areas: (i) unsatisfactory results of our services; (ii) physical injury
caused by our services; (iii) disputes over payment method (e.g. credit card instalment etc.);
(iv) unsatisfactory staff services; (v) unsatisfactory treatment progress; (vi) client’s change
of mind; (vii) subsequent argument on the terms of contracts; and (viii) dispute over
implementation outcome of our refundable programmes.

Our customer service department is responsible for handling client complaints. In
order to ensure prompt and proper handling of client complaints, we have implemented
relevant internal guidelines which we strictly require our staff to follow. All complaints
received have to be reported to our principal office in Hong Kong. Upon receiving a
complaint, we carefully review its contents and understand its backgrounds from the
relevant staff and service centres.

— 12 —
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Some of our clients file complaints with consumer protection authorities. There were
one, 74, 22 and four complaints against us filed by our clients with the Hong Kong
Consumer Council, and seven, six, one and two complaints against us filed by our clients
with the Macau Consumer Council for the years ended 31 March 2009, 2010 and 2011 and
the period from 1 April 2011 to the Latest Practicable Date, respectively. With respect to
complaints in the PRC, clients may request consumer associations or organisations to
conduct mediation; and/or file complaints with the local branches of administration for
industry and commerce (the “Local AICs”); and/or apply for arbitration or commence legal
proceedings against us. The Directors confirm that we had not received any notification
from any consumer association and organisations or the Local AICs, or any notifications of
arbitration or legal proceedings from arbitration tribunals or courts in relation to client
complaints in the PRC during the Track Record Period and up to the Latest Practicable
Date. Some of the complaints substantiate into claims and litigation against us. There were
12 Hong Kong Consumer Council cases which substantiated into legal proceedings and
overlapped with the Hong Kong Small Claims Tribunal cases. For the years ended 31
March 2009, 2010, 2011 and the period from 1 April 2011 up to the Latest Practicable Date,
there were 15, 29, four and nil Hong Kong Small Claims Tribunal cases, and one, two, nil
and one Hong Kong District Court cases, against us filed by our clients and one ex-
employee, respectively. Major grounds of complaints by claimants in the Hong Kong Small
Claims Tribunal cases include unsatisfactory services of our staff and unsatisfactory results
of our services. There were three claims which involved two clients and one claim involved
one ex-employee filed against us with the Hong Kong District Court and all of them were in
relation to personal injuries caused in the course of receiving slimming services and in the
course of her employment respectively. The number of complaints and legal proceedings
against us filed by our clients were insignificant as they accounted for only 0.14%, 0.47%,
0.09% and 0.02% of the number of active members of our Group for the years ended 31
March 2009, 2010, 2011 and the period from 1 April 2011 up to the Latest Practicable Date,
respectively.

We offer free treatments, refunds and/or compensation for settlement purpose. We
usually pay compensation to our clients in the circumstances that the clients incur injuries
during the course of treatments and upon provision of medical proof of injuries. Subject to
discretion and approval of our senior management, we may refund to our clients if valid
reasons can be demonstrated such as physically unfit for treatments, non-fulfilment of
expected slimming results, relocation of work and address and financial difficulties
problems etc. We review the grounds of the requests for refund on a case-by-case basis. For
the years ended 31 March 2009, 2010, 2011 and the period from 1 April 2011 up to the
Latest Practicable Date, the total amount of compensation paid by us in relation to all
claims involved our Group including complaints filed with the Hong Kong Consumer
Council and Macau Consumer Council were HK$0.2 million, HK$0.5 million, nil and
HK$3,000, respectively; and the total amount in relation to legal proceedings against us
were HK$0.9 million, HK$1.1 million, HK$0.1 million and HKS$0.6 million, respectively.
Total compensation/refunds, including those in relation to Hong Kong Consumer Council
and Macau Consumer Council and legal proceedings, made by us in relation to handling
clients complaints were HKS$1.8 million, HK$1.9 million, HK$2.4 million and HK$2.3
million, respectively.
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Among the 68 client complaints which were unsettled or remained idle, one, 47, 18 and
two client complaints were filed against our Group for the years ended 31 March 2009, 2010
and 2011 and for the period from 1 April 2011 up to the Latest Practicable Date,
respectively. The above 68 client complaints were unsettled and remained idle as 42 of such
complainants did not accept the offer made by us in relation to settlement; 21 of such
complainants had asked for unreasonable terms of settlement which were not acceptable to
us according to our policy; and five of such complainants were not contactable. We had
followed our internal guidelines in handling these 68 client complaints. We had proactively
contacted the relevant clients within three days upon receiving notification from the Hong
Kong Consumer Council and been taking active approach to attempt to resolve the matter
within one month of notification from the Hong Kong Consumer Council. However, we are
unable to anticipate and it is beyond our control when such complainants will reach
amicable settlement with us while we, according to our internal policy, have every intention
to settle these complaints by making reasonable offers to all of them. The Directors confirm
that there has been no follow-up action from the Hong Kong Consumer Council in relation
to our Group’s handling of the 68 complaints within the past one month before the Latest
Practicable Date. The maximum potential claims arising from the said client 68 complaints
amounted to HK$2.8 million, which is immaterial as compared to our revenue.

As at the Latest Practicable Date, there were five out of the 48 legal proceedings filed
against us at the Hong Kong Small Claims Tribunal which remained inactive as the Hong
Kong Small Claims Tribunal has adjourned without assigning the days for further hearings
for such five cases. The Hong Kong Small Claims Tribunal has granted the claimants the
application for leave to discontinue for 22 cases. In respect of the said five adjourned
inactive actions and 22 actions which the Hong Kong Small Claims Tribunal granted the
claimants the application for leave to discontinue, the total amount of claims involved was
HKS$0.7 million plus costs and interests. We have applied to the Hong Kong Small Claims
Tribunal for dismissal of such actions for want of prosecution in October 2011 and we
expect the same can be completed by the end of the first quarter of 2012.

The Directors confirm that all complaints filed by our clients to the Hong Kong
Consumer Council and the Macau Consumer Council and legal proceedings for the three
years ended 31 March 2009, 2010 and 2011 and the period from 1 April 2011 up to the
Latest Practicable Date were not related to complaints in relation to difficulty in making
reservation of our Group’s service treatments and we had not conducted sales through
excessive and/or improper techniques and/or misrepresentation and/or mis-selling practices
in respect of the complaints filed by our clients.

Taking into account the amount involved in each matter (as compared with our sales),
the chance of successful defence by us, and the likelihood of settlement between the parties,
our Directors believe that these outstanding complaints and legal proceedings should not
have material negative impact upon our business or financial position or impact to our
operation or reputation. The Controlling Shareholders will provide an indemnity in relation
to all claims, payments, suits, damages, settlement payments and any associated costs and
expenses which would be incurred or suffered by us as a result of any complaint, litigation,
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arbitration and/or legal proceedings against any member of our Group which was issued
and/or accrued and/or arising from any act of any member of our Group on or before the
Listing Date.

For details of the complaints and legal proceedings filed by clients, please refer to
“Business — Client Complaints” and “Business — Regulatory Compliance and Legal
Proceedings — Legal proceedings” in this prospectus.

LEGAL AND REGULATORY COMPLIANCES

We were not in full compliance with certain applicable laws and regulations in the PRC
in relation to (i) social insurances and housing provident fund contributions and (ii) fire
safety matters. As at the Latest Practicable Date, we had taken remedial actions to rectify
the relevant non-compliances. Save as disclosed in “Risk Factors — We have not paid
certain social insurances and housing provident fund contributions for and on behalf of our
employees during the Track Record Period” and “Risk Factors — Some of our service
centres in the PRC have not fully complied with the relevant fire safety laws and
regulations”, as confirmed by our legal advisors, we have obtained the relevant licences,
permits, approvals and certificates necessary to conduct our operations in the PRC, Hong
Kong and Macau and have complied in all material aspects with applicable laws and
regulations in these jurisdictions. For details of such non-compliances, please refer to “Risk
Factors — We have not paid certain social insurances and housing provident fund
contributions for and on behalf of our employees during the Track Record Period” and
“Risk Factors — Some of our service centres in the PRC have not fully complied with the
relevant fire safety laws and regulations” in this prospectus.

HISTORICAL NON-COMPLIANCE
“More Slim” incident

In May 2008, despite provision of clean testing reports issued by qualified
accreditation centres supplied by the relevant supplier, we were notified by the Hong
Kong Department of Health that samples of our “More Slim” slimming products were
detected to contain prohibited pharmaceutical substances of “Sibutramine” and proved to
be in breach of the Pharmacy and Poisons Regulations (Chapter 138A of the Laws of Hong
Kong) and we were ordered to immediately suspend sales and conduct recall within seven
days of all such products in Hong Kong. The aggregate amount involved in the product
recall of “More Slim” products is HK$1.3 million. The Directors believed that we had been
deceived by the relevant supplier in the incident. As an immediate response, we ceased
procurement from the relevant supplier and sales of all relevant products at our service
centres.

“EnerDay” incident

We sold “EnerDay” products for a three-month period from September to November
in 2007 with total sales amount of HK§149,000. After that, we began to source slimming
products from the same supplier of “EnerDay” products and sold slimming products of the
supplier under our proprietary brand of “More Slim”.
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In around September 2008, it was reported that a female felt unwell and was sent for
medication after taking “EnerDay” slimming products purchased at our service centre, and
the said “EnerDay” slimming products were subsequently discovered to contain
“Sibutramine”. The Hong Kong Department of Health had conducted shop investigation
on the relevant service centre and attempted to collect samples of “EnerDay” products for
examination in early September 2008. Since we had ceased sales of “EnerDay” products
since December 2007, there had been no stock of “EnerDay” available for sale at any of our
service centres and no “EnerDay” products were found. Save for the aforesaid, the Hong
Kong Department of Health had not ordered any suspension of sales and product recall of
“EnerDay” products nor commenced any proceedings against us in this regard, and had
closed its case on “EnerDay” products in February 2009.

Our Directors confirmed that they did not receive further notifications and/or
investigations from the Hong Kong Department of Health in respect of the above incidents,
and there was not any claim or legal proceeding against us in relation to the said incidents.
Our Directors confirm that, save as disclosed above, there had not been any suspension of
sales and product recall incidents which have resulted in complaints or injuries to our
clients during the Track Record Period. Moreover, given the small quantity of products
involved, the said incidents had not caused material impact on our operations and financial
condition. Save for the said incidents, our Directors confirm that none of our products put
on sales were found to be sub-standard, contaminated by plasticizers, EDHP or other
harmful substances, or in breach of applicable laws and regulations during the Track
Record Period.

After the above two incidents, to strengthen quality assurance of our products, in
addition to careful selection of our suppliers of slimming and beauty products and
provision of testing reports by our suppliers, we engage the independent quality testing
institutes to conduct testing on every batch of product. Generally, we engage the
independent quality testing institutes on a batch-by-batch basis. We will get quotations
from testing institutes on our list of preferential independent quality testing institutes, who
are usually based in the PRC, before receiving such products. Depending on the institute’s
experience in conducting testing on that particular batch of products, the quotation given to
us and the time required to conduct testing and issue a testing report, we will select one
independent quality testing institute to conduct testing. Only when the testing report
produced is clean will we send the products to our service centres for sales.

During the Track Record Period, we had engaged four independent accredited quality
testing institutes and we mainly engage two preferential independent quality testing
institutes since 2010, one of which is established under the law and authorised by the PRC
Government with over 60 years of experience in testing. The other preferential independent
quality testing institute is a branch testing institute founded by a national chemical testing
center in Shenzhen, with branch offices in Europe, Hong Kong and other major cities in the
PRC.

In the event that products of our suppliers were found to be sub-standard or in breach

of applicable laws and regulations and result in injuries to end-customers, both our
suppliers, as the manufacturers, and we, as the retailer, might be subject to product liability
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claims from end-customers. Since we do not maintain product liability insurance, we may be
affected by any injuries to our clients as a result of consumption of such products. Please
refer to “Risk Factors — As we source our slimming and beauty products from our
suppliers, we may not be able to effectively control product qualities and may be subject to
product liability claims” in this prospectus for further details.

USE OF PROCEEDS

Assuming an Offer Price of HK$1.58 per Offer Share (being the mid-point of the
indicative Offer Price range of HK$1.35 to HK$1.80 per Offer Share), after deduction of the
underwriting fees and estimated expenses payable by us in connection with the Global
Offering, the net proceeds of the Global Offering are estimated to be HK$363.0 million.
Our Directors presently intend to apply the net proceeds as follows:

(1) Expansion of service centres network in the PRC under our well-known brand name
“Perfect Shape 58 %5~

We will apply HK$254.0 million (or 70% of the net proceeds of the Global
Offering) for the expansion of our service centres network in the PRC under our well-
known brand name of “Perfect Shape #AJ& ¥, which we expect will continue to enjoy
rapid growth and present enormous potential for our development.

In order to increase our market presence, we intend to establish (i) an additional
78 new service centres making a total of 112 service centres in the first-tier cities,
namely Shanghai, Guangzhou, Shenzhen and Beijing; and (ii) an additional 28 new
service centres making a total of 38 service centres in second and lower-tier cities,
including but not limited to Hangzhou, Wuhan, Chongqing, Ningbo, Shenyang,
Dongguan, Foshan, Chengdu, Nanjing and Tianjin by 31 March 2015.

The following table sets out our expansion plan in the PRC for the years ending
31 March 2015:

No. of new service centres to be opened for

Location the year ending 31 March
2012 2013 2014 2015
First-tier cities 7 25 23 23

Second and lower-
tier cities 3 5 10 10

Total: 10 30 33 33

The estimated total expenses for setting up of the 106 service centres under the
brand name of “Perfect Shape W3~ in the PRC will be HK$254.4 million by
31 March 2015. The estimated total cost per service centre in the PRC is HKS$2.4
million, of which HK$1.8 million will be used for fixed assets including leasehold
improvement and equipment, HK$240,000 will be used for rental deposits and
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expenses, HK$71,400 will be used for initial staff cost and HK$288,600 will be used for
general working capital. Other than the net proceeds of the Global Offering, where
necessary, we will apply our internally generated financial resources as additional
funding for the expansion of our service centres network in the PRC.

(2) Brand promotion and marketing

We will apply HK$54.5 million (or 15% of the net proceeds of the Global
Offering) for promotion of our brands and marketing activities which will be
budgetted for the years ending 31 March 2012 and 2013, of which 20% will be used for
engagement of spokespersons, 15% will be used for outdoor billboards advertisements,
and 65% for the other advertising activities through various channels including
television, radio, newspapers, magazines and promotional events in the PRC and Hong
Kong. Our marketing manager will formulate annual budget to be approved by the
Board. We will review its implementation on a half-yearly basis and make necessary
adjustment to our budget for brand promotion and marketing.

(3) Upgrading our management information system and building up an electronic CRM
platform

In order to enhance our operational efficiency to optimise customer satisfaction,
and strengthen our customer database management for better sales and marketing and
fostering customer loyalty, we will apply HK$18.2 million (or 5% of the net proceeds
of the Global Offering) to upgrade our management information system and build up
an electronic CRM platform. Our electronic CRM platform enables us to analyse
clients’ information such as spending power and purchase patterns.

(4) General working capital

A balance of HK$36.3 million (or 10% of net proceeds of the Global Offering)
will be retained as our general working capital.

In the event that the Offer Price is set at the high end of the indicative Offer Price
range, being HK$1.80 per Offer Share, the net proceeds from the Global Offering
(assuming that the Over-allotment Option is not exercised) will increase to HK$416.3
million. In that case, our Directors intend to apply the additional net proceeds for the
expansion of our operations in the PRC.

In the event that the Offer Price is set at the low end of the indicative Offer Price
range, being HKS$1.35 per Offer Share, the net proceeds from the Global Offering
(assuming that the Over-allotment Option is not exercised) will decrease to HK$307.2
million. The amount of net proceeds proposed to be used for the expansion of our
operations in the PRC will be reduced after full utilisation of our general working
capital. Any shortfall is intended to be financed by internal resources of our Group.
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Should the Over-allotment Option be exercised in full (assuming an Offer Price of

HKS$1.58 per Offer Share, being the mid-point of the indicative range of Offer Price),
we will receive additional net proceeds of HK$56.9 million. Our Directors intend to
apply the additional net proceeds for the expansion of our operations in the PRC.

To the extent that the net proceeds of the Global Offering are not immediately

required for the above purposes, it is the present intention of our Directors that such
proceeds will be placed on short term deposits with licensed banks and/or authorised
financial institutions in Hong Kong and/or the PRC.

RISK FACTORS

Our Directors consider that there are certain risks involved in our Group’s operations
and industry, the details of such risks are set out in “Risk Factors” in this prospectus. The
risks can be broadly categorised as follows:

Risks relating to our Group

Our success depends on the market recognition of our brand names and we may
be adversely affected by negative publicity.

We are subject to client complaints, claims and legal proceedings in the course of
our operations.

Our revenue from expired prepaid service packages may not recur in the future.
We have large amount of deferred revenue and high operating leverage.

We may not be able to sustain or manage our future growth and implement our
business expansion plans in the PRC.

It takes time for our new service centres to break even or reach the same level of
profitability as mature service centres.

Our success depends on our ability to attract and retain key personnel and
qualified staff.

We face possible infringement of our intellectual property rights.

Any non-renewal of leases or substantial increase in rent may affect our business
and financial performance.

Lessors of certain PRC sub-leased properties have not provided written
authorisations by the property owners in relation to the sub-lease.

As we source our slimming and beauty products from our suppliers, we may not
be able to effectively control product qualities and may be subject to product
liability claims.
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We may not have sufficient insurance coverage.

We have not paid certain social insurances and housing provident fund
contributions for and on behalf of our employees during the Track Record Period.

We may be required to pay additional profits tax under enquiry by the Inland
Revenue Department.

Some of our service centres in the PRC have not fully complied with the relevant
fire safety laws and regulations.

Some of our slimming programmes are refundable and may potentially affect our
financial performance.

We may not be able to effectively control the attitude of our staff in sales of
service packages to clients.

Our revenue from our operations in Hong Kong declined during the Track Record
Period.

We incurred net current liabilities during the Track Record Period.
We may suffer loss due to our investment decisions in financial assets.

We will be controlled by our Controlling Shareholders, whose interests may differ
from those of our other Shareholders.

Risks relating to our industry

We face competition in the slimming and beauty industry.

We require various permits, approvals and licences for the operation of our
business in the PRC, Hong Kong and Macau. Any termination of or failure to
renew any or all of the licences, approval and permits could adversely affect our
business and operations.

We may be adversely affected by a lack of growth in the consumer market or there
is a general market downturn.

Changes in regulatory regimes in the jurisdictions in which we operate may have
an adverse effect on us.

Risks relating to the PRC

Our results of operations and financial condition are highly susceptible to changes
in the PRC political, economic and social conditions.
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SUMMARY

Restrictions imposed by the PRC Government on currency conversion and
exchange rate fluctuation may limit our ability to remit dividends and affect our
business.

PRC regulation on direct investments and loans by offshore holding companies to
PRC entities may delay or limit our ability to use the proceeds of the Global
Offering to make additional capital contributions or loans to our PRC operating
businesses.

The PRC Labour Contract Law may cause our labour costs to increase and we
may be liable for fines and penalties for any material breach of this law.

Interpretation of PRC laws and regulations involves uncertainty.

Dividends payable by us to our foreign investors and gain on the sale of our
Shares may become subject to withholding taxes under the CIT Law.

Risks relating to the Global Offering

We are incorporated under Cayman Islands law and Cayman Islands law may not
offer the same protections to minority shareholders as the laws of other
jurisdictions.

There has been no prior public market for our Shares and the liquidity and market
price of our Shares may be volatile.

Any future issuance of Shares by us may dilute shareholding and future sales of a
substantial number of Shares may adversely affect the price of the Shares.

There are risks associated with forward-looking statements contained in this
prospectus.

We cannot guarantee the accuracy of facts and other statistics derived from
various official government publications contained in this prospectus.

We strongly caution you not to place any reliance on any information contained
in press articles or other media regarding us and the Global Offering.
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SUMMARY

STATISTICS FOR THE GLOBAL OFFERING

Market capitalisation of the Shares (Note 1)

Unaudited pro forma adjusted net tangible assets per
Share (Notes 2 and 3)

Notes:

Based on an
indicative Offer
Price per Share

of HK$1.35

HK$1,350
million

HK$0.39

Based on an
indicative Offer
Price per Share

of HK$1.80

HK$1,800
million

HK$0.49

)

The calculation of market capitalisation is based on 1,000,000,000 Shares expected to be in issue following
completion of the Global Offering and the Capitalisation Issue, without taking into account any Shares
which may be allotted and issued upon the exercise of the Over-allotment Option or the option which may
be granted under the Share Option Scheme or any Shares which may be allotted and issued or repurchased
by the Company.

The unaudited pro forma adjusted net tangible assets per Share is arrived at after the adjustments referred
to the paragraphs under “Unaudited Pro Forma Adjusted Combined Net Tangible Assets” in Appendix I1
to this prospectus and on the basis of 1,000,000,000 Shares in issue immediately upon completion of the
Global Offering and the Capitalisation Issue but without taking into account of any Shares which may be
allotted and issued upon exercise of the Over-allotment Option or the option which may be granted under
the Share Option Scheme, or any Shares which may be allotted and issued or repurchased by the

In November 2011, certain companies now comprising the Group declared special interim dividends
totaling HK$88.5 million to their respective shareholders. The unaudited pro forma adjusted net tangible
assets per Share as presented above has not taken into account of these special interim dividends. Had the
special interim dividend been taken into account, the unaudited pro forma adjusted net tangible assets
value per Share would be HK$0.30 (assuming an Offer Price of HK$1.35) and HK$0.41 (assuming an

(2

Company.
3)

Offer Price of HK§1.80), respectively.
(4)

No adjustment has been made to reflect any trading result or other transaction of our Group entered into
subsequent to 31 July 2011.
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DEFINITIONS AND GLOSSARY

In this prospectus, unless the context otherwise requires, the following terms and
expressions have the meanings set below.

“Application Form(s)”

“Application Lists”
“Articles of
Association” or
“Articles”

“associate(s)”

“Beijing Snow Skin”

“Board” or “Board of

Directors”

“Business Day”

13 BVI”

“Capitalisation Issue”

“CAGR”

“CCASS”

“CCASS Clearing
Participant”

“CCASS Custodian
Participant”

WHITE Application Form(s) and YELLOW Application
Form(s), or where the context so requires, any of them,
relating to the Hong Kong Public Offer

the application lists for the Hong Kong Public Offer

the articles of association of our Company conditionally adopted
on 5 December 2011 by the Shareholders and as amended from
time to time, a summary of which is set out in Appendix IV to
this prospectus

has the meaning ascribed to it under the Listing Rules

AR ENFEEFEME AR A, a company incorporated in the PRC
with limited liability on 12 February 2010 under the laws of the
PRC and an indirect wholly-owned subsidiary of the Company

the board of Directors

any day (other than Saturday, Sunday or public holiday) on
which banks in Hong Kong are generally open for normal
banking business

the British Virgin Islands

the issue of Shares to be made upon capitalisation of part of the
share premium account of our Company upon completion of the
Global Offering referred to in “Further Information about our

Group — Written resolutions of our Shareholders passed on 5
December 2011”7 in Appendix V to this prospectus

compound annual growth rate

the Central Clearing and Settlement System established and
operated by HKSCC

a person admitted to participate in CCASS as a direct clearing
participant or general clearing participant

a person admitted to participate in CCASS as a custodian
participant
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DEFINITIONS AND GLOSSARY

“CCASS Investor
Participant”

“CCASS Participant”

CGCEO”

“China Everbright” or
“Sole Sponsor”

“China Everbright
Securities” or “Sole
Global Coordinator” or
“Sole Bookrunner” or
“Sole Lead Manager”

60CIT77
“Company” or “our

Company”

“Companies Law” or
“Cayman Companies
Law”

“Companies
Ordinance”

”

“connected person(s)

“Controlling
Shareholders”

“CRMM

a person admitted to participate in CCASS as an investor
participant who may be an individual or joint individuals or a
corporation

a CCASS Clearing Participant, a CCASS Custodian Participant
or a CCASS Investor Participant

the Chief Executive Officer

China Everbright Capital Limited, a licensed corporation under
the SFO to engage in type 1 (dealing in securities), type 4
(advising on securities) and type 6 (advising on corporate
finance) activities

China Everbright Securities (HK) Limited, a licensed
corporation under the SFO to engage in type 1 (dealing in
securities), type 4 (advising on securities), type 6 (advising on
corporate finance) and type 9 (asset management) activities

corporate income tax

Perfect Shape (PRC) Holdings Limited #4J8 v (FF[B]) ¥ A A #,
a company incorporated in the Cayman Islands with limited
liability on 11 March 2011

the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands

the Companies Ordinance, Chapter 32 of the Laws of Hong
Kong, as amended, supplemented or otherwise modified from
time to time

has the meaning ascribed to it under the Listing Rules

has the meaning ascribed to it under the Listing Rules, and in the
context of this prospectus means the controlling shareholders of
our Company, namely Dr. Au-Yeung Kong, Ms. Au-Yeung
Hung, Ms. Au-Yeung Wai, Sure Sino Investments, Market Event
Holdings and Earlson Holdings and “Controlling Shareholder”
means any one of them

customer relationship management, a business strategy aiming to
understand, anticipate and manage the needs of existing and
prospective customers which entails all aspects of interaction a
company has with its customers
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DEFINITIONS AND GLOSSARY

“Deed of Indemnity”

“Deed of
Non-competition”

“Director(s)”
“Dr. Au-Yeung” or
“Founder” or

“Chairman”

“Dr. Face”

“Earlson Holdings”

“EPS”

“Euromonitor”

b2

“Euromonitor Report

“GDP”
“GFA”

“Global Offering”

”

“Group”,

13 ”»

us

we” and

a deed of indemnity entered into between the Controlling
Shareholders and our Company dated 5 December 2011, details
of which are set out in “Other Information — Tax and other
indemnity” in Appendix V to this prospectus

a deed of non-competition entered into between the Controlling
Shareholders and our Company dated 5 December 2011

director(s) of the Company

Dr. Au-Yeung Kong, an executive Director, the chairman and
CEO of our Group and a Controlling Shareholder

Dr. Face Limited (formerly known as Perfect Shape & SPA
(Hunghom) Limited), a company incorporated in Hong Kong
with limited liability on 8 November 2007 and an indirect wholly-
owned subsidiary of the Company

Earlson Holdings Limited, a company incorporated in the BVI
on 17 March 2011 under the laws of the BVI with limited
liability, an investment holding company, and is held as to 100%
by Ms. Au-Yeung Wai, and is one of our Controlling
Shareholders

electronic payment system

Euromonitor International Plc, an Independent Third Party,
which engages in the provision of international market
intelligence including consumer products, services and lifestyles

a report prepared by Euromonitor on the slimming and beauty
market of the PRC, which was commissioned by us

gross domestic product
gross floor area
the Hong Kong Public Offer and the International Placing

our Company and its subsidiaries (or our Company and any one
or more of its subsidiaries, as the context may require), or where
the context refers to any time prior to our Company becoming
the holding company of its present subsidiaries, the present
subsidiaries of our Company and the businesses operated by such
subsidiaries at the relevant time or (as the case may be) their
predecessors
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“Guangzhou Emma
Consultancy”

“Guangzhou Perfect
Shape”

“Guangzhou Shape
Perfect”

“Hong Kong Consumer
Council”

“HKS$” or “HK dollars”

“HK Slimming and
Beauty Companies”

“HKFRS”

“HKSCC”

“HKSCC Nominees”
“Hong Kong”

“Hong Kong Public
Offer”

[N I A 2 BRI A BRA 7], a company incorporated in the
PRC with limited liability on 15 October 2010 and an indirect
wholly-owned subsidiary of the Company

JEE ] 06 95 3l A S5 25 A FRZA ], a company incorporated in the
PRC with limited liability on 14 July 2009 and an indirect
wholly-owned subsidiary of the Company

JEE ) 988 6 i B A A BR/AF], a company incorporated in the
PRC with limited liability on 26 November 2009 and an indirect
wholly-owned subsidiary of the Company

the Consumer Council (A& Z B ®) of Hong Kong, a body
corporate established under the Consumer Council Ordinance
(Cap. 216 of the Laws of Hong Kong) to protect and promote the
interests of consumers of goods and services

Hong Kong dollars, the lawful currency of Hong Kong

the 20 companies, namely Dr. Face, Perfect Shape & Skin,
Perfect Shape & Skin CNT, Perfect Shape & Skin SS, Perfect
Shape & Skin TKO, Perfect Shape & Skin TM, Perfect Shape &
Skin TW, Perfect Shape & Skin YL, Perfect Shape & Spa, Perfect
Shape & Spa CWB, Perfect Shape & Spa KT, Perfect Shape &
Spa MK, Perfect Shape & Spa MOS, Perfect Shape & Spa NP,
Perfect Shape & Spa TP, Perfect Shape & Spa TST, Perfect Shape
& Spa TW, Perfect Shape Holdings, Perfect Skin Medical, Slim
Model, Slimming Medical, all incorporated in Hong Kong and
are the indirect wholly-owned subsidiaries of our Company

Hong Kong Financial Reporting Standards issued by the Hong
Kong Institute of Certified Public Accountants

Hong Kong Securities Clearing Company Limited, a wholly-
owned subsidiary of Hong Kong Exchanges & Clearing Limited

HKSCC Nominees Limited
the Hong Kong Special Administrative Region of the PRC

the offer of the Hong Kong Offer Shares for subscription by the
members of the public in Hong Kong (subject to adjustment as
described in “Structure of the Global Offering” in this
prospectus) for cash at the Offer Price, payable in full on
application, and subject to the terms and conditions stated in this
prospectus and the Application Forms
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“Hong Kong Offer
Shares”

“Hong Kong Share
Registrar”

“Hong Kong
Underwriters”

“Hong Kong
Underwriting
Agreement”

“Independent Third
Party(ies)”

b

“International Placing’

“International Placing
Shares”

“International
Underwriter”

“International
Underwriting
Agreement”

the 25,000,000 new Shares being initially offered by the Company
at the Offer Price pursuant to the Hong Kong Public Offer,
representing 10% of the initial number of the Offer Shares,
subject to reallocation as described in “Structure of the Global
Offering” in this prospectus

Tricor Investor Services Limited

the underwriters listed in “Underwriting — Underwriters for the
Global Offering — Hong Kong Underwriters” in this prospectus,
being the underwriters of the Hong Kong Public Offer

the conditional Hong Kong Public Offer underwriting agreement
dated 12 December 2011 entered into between, among others,
our Company, Sole Sponsor and the Hong Kong Underwriters
relating to the Hong Kong Public Offer, particulars of which are
summarised in “Underwriting” in this prospectus

persons or companies which are independent of and not
connected with any of our Directors, chief executive,
Substantial Shareholders of our Company or any of its
subsidiaries and their respective associates, and “Independent
Third Party” means any of them

the conditional placing of the International Placing Shares at the
Offer Price to professional, institutional and private investors as
set out in “Structure of the Global Offering” in this prospectus

the 225,000,000 new Shares expected to be initially offered for
subscription pursuant to the International Placing, representing
90% of the initial number of the Offer Shares, subject to
adjustment and the Over-allotment Option as described in
“Structure of the Global Offering” in this prospectus

the underwriter of the International Placing, who is currently
expected to enter into the International Underwriting Agreement
to underwrite the International Placing and listed in
“Underwriting — Underwriters for the Global Offering —
International Underwriter” in this prospectus

the conditional international placing underwriting agreement
relating to the International Placing and expected to be entered
into by, among others, our Company, Sole Sponsor and the
International Underwriter on or about the Price Determination
Date, particulars of which are summarised in “Underwriting” in
this prospectus
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L‘IRD 2"

“Latest Practicable
Date”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Macau”

“Macau Consumer
Council”

b

“Macau Legal Advisor’

“Main Board”

“Market Event
Holdings”

“Memorandum of
Association” or
“Memorandum”

“MOP”

the Inland Revenue Department of Hong Kong

Wednesday, 7 December 2011, being the latest practicable date
for the purpose of ascertaining certain information contained in
this prospectus prior to its publication

listing of the Shares on the Main Board of the Stock Exchange

the sub-committee of the board of directors of the Stock
Exchange responsible for listing

the date, expected to be on or about Friday, 23 December 2011,
on which our Shares are listed and from which dealings therein
are permitted to take place on the Stock Exchange

the Rules Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited (as amended from time to time)

the Macau Special Administrative Region of the PRC

Macao SAR Government Consumer Council, a body established
under the guardianship of the Secretariat for Economy and
Finance of Macau, with the objective to voice its opinion
regarding policies defined by the Macao government’s
administration in respect of protecting consumer rights and
promoting necessary measures for the protection of those rights

Rui Afonso Lawyers’ Office, the legal advisor of our Company
as to Macau laws

the stock exchange (excluding the option markets) operated by
the Stock Exchange which is independent from and operated in
parallel with the Growth Enterprise Market of the Stock
Exchange

Market Event Holdings Limited, a company incorporated in the
BVI on 16 February 2011 under the laws of the BVI with limited
liability, an investment holding company, and is held as to 100%
by Ms. Au-Yeung Hung, and is one of our Controlling
Shareholders

the memorandum of association of our Company (as amended

from time to time)

Macau Patacas, the lawful currency of Macau
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L‘MPH”
“NPC” or “National

People’s Congress”

“Offer Price”

“Offer Shares”

“Over-allotment
Option”

“PBC”

“PBC Rate”

“Perfect Shape
Advertising”

“Perfect Shape & Skin”

The Ministry of Public Health of the PRC (*F3E A R 3L B #54:
)

National People’s Congress of the PRC (H % A\ R ILANE 2[5 A
RAFEKE) and its Standing Committee

the final price per Offer Share in Hong Kong dollars (exclusive of
brokerage of 1%, SFC transaction levy of 0.003%, and the Stock
Exchange trading fee of 0.005%) at which the Offer Shares are to
be subscribed for and issued pursuant to the Global Offering, to
be determined as further described in “Structure of the Global
Offering - Determination of the Offer Price” in this prospectus

the Hong Kong Offer Shares and the International Placing
Shares together, where relevant, with any additional Shares
issued pursuant to the exercise of the Over-allotment Option

the option expected to be granted by our Company to the Sole
Global Coordinator, exercisable at any time from the Listing
Date until 30 days after the last day for the lodging of
applications under the Hong Kong Public Offer, to require our
Company to allot and issue up to an aggregate of 37,500,000
additional new Shares, representing 15% of the initial Offer
Shares, at the Offer Price per Share to cover, among others, over-
allocations in the International Placing, if any, and/or the
obligations of the Sole Global Coordinator to return securities
borrowed under the Stock Borrowing Agreement

People’s Bank of China (4 A R 4#R1T), the central bank of the
PRC

the exchange rate for foreign exchange transactions published
daily by PBC

Perfect Shape Advertising Company Limited 698 3 & & A R
A], a company incorporated in Hong Kong with limited liability
on 29 June 2007 and a direct wholly-owned subsidiary of the
Company

Perfect Shape & Skin Limited ## H 77 % 22 A8 56 B P O A BRA A,
a company incorporated in Hong Kong with limited liability on 3
December 2003 and an indirect wholly-owned subsidiary of the
Company
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“Perfect Shape & Skin
CNT”

“Perfect Shape & Skin
Management”

“Perfect Shape & Skin
SS”

“Perfect Shape & Skin
TKO”

“Perfect Shape & Skin
TM”

“Perfect Shape & Skin
TW”

“Perfect Shape & Skin
YL”

“Perfect Shape & Spa”

“Perfect Shape & Spa
CWB”

“Perfect Shape & Spa
KT”

Perfect Shape & Skin (CNT) Limited & H 7 & 22408 L 20 0
(FER) AR/ 7], a company incorporated in Hong Kong with
limited liability on 5 December 2006 and an indirect wholly-
owned subsidiary of the Company

Perfect Shape & Skin Management Co. Limited & H #7 % 225 3
AP/ A], a company incorporated in Hong Kong with limited
liability on 19 September 2006 and a direct wholly-owned
subsidiary of the Company

Perfect Shape & Skin (SS) Limited & H 7 5 2 458 2.0 (&
K)HBRZAF], a company incorporated in Hong Kong with
limited liability on 6 December 2006 and an indirect wholly-
owned subsidiary of the Company

Perfect Shape & Skin (TKO) Limited & H 77 5 24588 5B b0
(i H ) A BR/A ], a company incorporated in Hong Kong with
limited liability on 2 August 2006 and an indirect wholly-owned
subsidiary of the Company

Perfect Shape & Skin (TM) Limited # H #7 5S40 8 228 b0 (11
M) HPR/AF], a company incorporated in Hong Kong with
limited liability on 6 December 2006 and an indirect wholly-
owned subsidiary of the Company

Perfect Shape & Skin (TW) Limited 7% H 77 B S 48 220 .0 (F
) AR/~ 7], a company incorporated in Hong Kong with
limited liability on 24 November 2005 and an indirect wholly-
owned subsidiary of the Company

Perfect Shape & Skin (YL) Limited #f H #f 5224088 28 .0 OO
B A FRAF], a company incorporated in Hong Kong with
limited liability on 5 July 2006 and an indirect wholly-owned
subsidiary of the Company

Perfect Shape & Spa Limited, a company incorporated in Hong
Kong with limited liability on 23 March 2007 and an indirect
wholly-owned subsidiary of the Company

Perfect Shape & Spa (CWB) Limited, a company incorporated in
Hong Kong with limited liability on 30 March 2007 and an
indirect wholly-owned subsidiary of the Company

Perfect Shape & Spa (KT) Limited, a company incorporated in

Hong Kong with limited liability on 8 November 2007 and an
indirect wholly-owned subsidiary of the Company
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“Perfect Shape & Spa
MK’?

“Perfect Shape & Spa
MOS”

“Perfect Shape & Spa
NP”

“Perfect Shape & Spa
TP”

“Perfect Shape & Spa
TST”

“Perfect Shape & Spa
TW”

“Perfect Shape
Consultancy”

“Perfect Shape
Investment Shanghai”

“Perfect Shape
Holdings”

“Perfect Shape
Holdings China”

Perfect Shape & Spa (MK) Limited, a company incorporated in
Hong Kong with limited liability on 30 March 2007 and an
indirect wholly-owned subsidiary of the Company

Paris Medical Beauty Limited (formerly known as Perfect Shape
& Spa (MOS) Limited), a company incorporated in Hong Kong
with limited liability on 8 November 2007 and an indirect wholly-
owned subsidiary of the Company

Perfect Shape & Spa (NP) Limited, a company incorporated in
Hong Kong with limited liability on 11 September 2007 and an
indirect wholly-owned subsidiary of the Company

Perfect Shape & Spa (TP) Limited, a company incorporated in
Hong Kong with limited liability on 4 December 2007 and an
indirect wholly-owned subsidiary of the Company

Perfect Shape & Spa (TST) Limited, a company incorporated in
Hong Kong with limited liability on 10 August 2007 and an
indirect wholly-owned subsidiary of the Company

Perfect Shape & Spa (TW) Limited (formerly known as Perfect
Hair & Skin Limited #275F#%ZH.0HARAT), a company
incorporated in Hong Kong with limited liability on 5 July
2006 and an indirect wholly-owned subsidiary of the Company

o9 il A SE A A S (TRYI) A PR A ] (formerly known as 578 3
FE25 (G AR/AA]), a company incorporated in the PRC with
limited liability on 15 January 2009 and an indirect wholly-
owned subsidiary of the Company

Perfect Shape Investment (Shanghai) Limited 2A%% 3k (i) #&
A BR/AA], a company incorporated in Hong Kong with limited
liability on 30 November 2007 and an indirect wholly-owned
subsidiary of the Company

Perfect Shape (Holdings) Limited, a company incorporated in
Hong Kong with limited liability on 10 October 2007 and an
indirect wholly-owned subsidiary of the Company

Perfect Shape Holdings (China) Limited, a company
incorporated in the British Virgin Islands with limited liability
on 25 March 2011 and is held as to 100% by the Company and a
direct wholly-owned subsidiary of the Company
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“Perfect Shape
Holdings HK”

“Perfect Shape Macau”

“Perfect Skin Medical”

“PRC” or “China”

“PRC Government” or
“State”

“PRC Legal Advisor”

“PRC Slimming and
Beauty Companies”

“Price Determination
Agreement”

“Price Determination
Date”

Perfect Shape Holdings (HK) Limited, a company incorporated
in the British Virgin Islands with limited liability on 25 March
2011 and is held as to 100% by the Company and a direct wholly-
owned subsidiary of the Company

Perfect Shape & Skin (Macau) Limited (5E35H% /& (R F9) A R 2
F]), a company incorporated in Macau with limited liability on
30 November 2007 and an indirect wholly-owned subsidiary of
the Company

Perfect Skin Medical Limited &k HAIS2EAARAFR, a
company incorporated in Hong Kong with limited liability on
31 August 2006 and an indirect wholly-owned subsidiary of the
Company

the People’s Republic of China which, for the purposes of this
prospectus only (unless otherwise indicated), excludes Hong
Kong, Macau and Taiwan

the central government of the PRC including all government
subdivisions (including provincial, municipal and other regional
or local government entities) and instrumentalities thereof or,
where the context requires, any of them

King & Wood PRC Lawyers, the legal advisor to our Company
as to PRC laws

the 8 companies, namely Beijing Snow Skin, Guangzhou Emma
Consultancy, Guangzhou Perfect Shape, Guangzhou Shape
Perfect, Shanghai Emma Consultancy, Shanghai Mushi
Consultancy, Shanghai Perfect Shape Consultancy, Shenzhen
Shape Perfect, all incorporated in the PRC and are the indirect
wholly-owned subsidiaries of our Company

the agreement expected to be entered into between our Company
and the Sole Global Coordinator (for itself and on behalf of the
Underwriters) on or before the Price Determination Date to
record and fix the Offer Price

the date, expected to be on or about Friday, 16 December 2011
(or such later date as may be agreed between the Sole Global
Coordinator (for itself and on behalf of the Underwriters) and
our Company), on which the Offer Price is fixed for the purpose
of the Global Offering and in any event no later than Saturday,
17 December 2011
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“Property Valuation
Report”

“Reorganisation”

“Repurchase Mandate”

“RMB” or “Renminbi”

“SAFE”

GGSFC”

CGSFO”

“Shanghai Emma
Consultancy”

“Shanghai Mushi
Consultancy”

“Shanghai Perfect
Shape Consultancy”

“Share(s)”

“Shareholder(s)”

“Share Option Scheme”

the summary of valuation and valuation certificates from Jones
Lang LaSalle Sallmanns Limited, as set out in Appendix III to
this prospectus

the corporate reorganisation of our Group in preparation for the
Listing, particulars of which are set out in “History and
Reorganisation — Reorganisation and Corporate Structure —
The Reorganisation” in this prospectus

the general unconditional mandate to repurchase Shares granted
to the Directors by the Shareholders, further information on
which is set out in “Further information about our Group —
Repurchase of our Shares” in Appendix V to this prospectus

Chinese Yuan Renminbi, the lawful currency of the PRC

State Administration of Foreign Exchange of the PRC (9 # A R
RN B [ 5% A M B )y )

The Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the Laws
of Hong Kong), as amended, supplemented or otherwise
modified from time to time

B A EE M AR/ F], a company incorporated in the
PRC with limited liability on 1 December 2010 and an indirect
wholly-owned subsidiary of the Company

R EE A FRAF], a company incorporated in the
PRC with limited liability on 1 December 2010 and an indirect
wholly-owned subsidiary of the Company

il A S A S PR EA R A FR/A F], a company incorporated in
the PRC with limited liability on 1 December 2010 and an
indirect wholly-owned subsidiary of the Company

ordinary shares in our Company with a nominal value of
HK$0.10 each

holder(s) of the Share(s)
the share option scheme conditionally adopted by our Company
on 5 December 2011, a summary of the principal terms of which

is set out in “Other Information — Share Option Scheme” in
Appendix V to this prospectus
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“Shenzhen Shape
Perfect”

“Slim Model”

“Slimming Medical”

“Sq.ft”
13 2

sq.m

“Stock Borrowing
Agreement”

“Stock Exchange”

“subsidiary(ies)”

“Substantial

Shareholder”

“Sure Sino
Investments”

“Takeovers Code”

“Track Record Period”

TRYIE Wb ol EAAS A BR/AF], a company incorporated in the
PRC with limited liability on 8 September 2009 and an indirect
wholly-owned subsidiary of the Company

Slim Model Beauty Limited (formerly known as Perfect Shape &
SPA (Wanchai) Limited), a company incorporated in Hong
Kong with limited liability on 10 August 2007 and an indirect
wholly-owned subsidiary of the Company

Slimming Medical Beauty Centre Limited (formerly known as
Perfect Shape & Spa (Mongkok) Limited), a company
incorporated in Hong Kong with limited liability on 21
September 2007 and an indirect wholly-owned subsidiary of the
Company

square feet
square metre(s)

the stock borrowing agreement expected to be entered into
between Sure Sino Investments and the Sole Global Coordinator
pursuant to which the Sole Global Coordinator may borrow up
to 37,500,000 Shares from Sure Sino Investments for the purpose
of covering over-allocation in the International Placing

The Stock Exchange of Hong Kong Limited, a wholly-owned
subsidiary of Hong Kong Exchanges and Clearing Limited

has the meaning ascribed to it under section 2 of the Companies
Ordinance

has the meaning ascribed to it under the Listing Rules

Sure Sino Investments Limited, a company incorporated in the
BVI on 4 March 2011 under the laws of the BVI with limited
liability, an investment holding company, and is held as to 100%
by Dr. Au-Yeung Kong, and is one of our Controlling
Shareholders

the Codes on Takeovers and Mergers and Share Repurchases
issued by the SFC as amended, supplemented or otherwise

modified from time to time

the period comprising the three financial years ended 31 March
2011 and the four months ended 31 July 2011
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“Underwriters” the Hong Kong Underwriters and the International Underwriter
“Underwriting the Hong Kong Underwriting Agreement and the International
Agreements” Underwriting Agreement

“U.S.” or “United the United States of America, its territories, its possessions and
States” all areas subject to its jurisdiction

“US$” or “U.S. dollars” United States dollars, the lawful currency of the United States
“%” per cent.

In this prospectus, unless the context requires otherwise, amounts denominated in RM B
and MOP have been converted into HKS, for the purpose of illustration only, using the
exchange rate of RMB0.83 = HK$1.00 and MOPI1.03 = HKS$1.00, respectively. No
representation is made that any amount in RMB, MOP or HK$ could have been or could be
converted at the above rates or at any other rates or at all.

For ease of reference, the names of certain PRC entities have been included in this
prospectus in both English and Chinese languages. The English names are the unofficial
translation of their respective Chinese names, and in the event of any inconsistency, the
Chinese version shall prevail.

Unless otherwise specified, all references to any shareholding in the Company assume no
exercise of the Over-allotment Option. Certain amounts and percentage figures included in this
prospectus have been subject to rounding adjustments. Accordingly, figures shown as totals in
certain tables may not be an arithmetic aggregation of the figures preceding them.
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FORWARD-LOOKING STATEMENTS

This prospectus contains certain forward-looking statements and information relating
to us and the subsidiaries comprising our Company that are based on the beliefs of our
management as well as assumptions made by and information currently available to our

3

management. When used in this prospectus, the words “aim” “anticipate” “believe”
“continue” “could” “expect” “intend” “may” “plan” “potential” “predict” “project”
“propose” “seek” “should” “will” “would” and similar expressions, as they relate to our
Company or our management, are intended to identify forward-looking statements. Such
statements reflect the current views of our Company’s management with respect to future
events, operations, liquidity and capital resources, some of which may not materialize or
may change. These statements are subject to certain risks, uncertainties and assumptions,
including the other risk factors as described in this prospectus. You are strongly cautioned
that reliance on any forward-looking statements involves known and unknown risks and
uncertainties. The risks and uncertainties facing our Company which could affect the

accuracy of forward-looking statements include, but are not limited to, the following:
e our business prospects;
e our future debt levels and capital needs;

e future developments, trends and conditions of the slimming and beauty markets in
the PRC, Hong Kong, Macau and the world;

e our strategies, plans, objectives and goals, and our ability to execute such
strategies and plans and achieve such objectives and goals;

e  general economic conditions;
e changes to regulatory or operating conditions in the markets in which we operate;

e  certain statements in “Financial Information” with respect to trends in prices,
operations, margins, overall market trends, risk management and exchange rates;
and

e  other statements in this prospectus that are not historical facts.

Subject to the requirements of the relevant laws, regulations or listing rules, we do not
intend to publicly update or otherwise revise the forward-looking statements in this
prospectus, whether as a result of new information, future events or otherwise. As a result
of these and other risks, uncertainties and assumptions, the forward-looking events and
circumstances discussed in this prospectus might not occur in the way we expect, or at all.
Accordingly, you should not place undue reliance on any forward-looking information. All
forward-looking statements in this prospectus are qualified by reference to this cautionary
statement.
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RISK FACTORS

Prospective investors in the Offer Shares should consider carefully all of the
information set forth in this prospectus and, in particular, the following risks in
connection with an investment in our Company. Our business could be materially and
adversely affected by any of these risks. The trading price of the Shares could decline due to
any of these risks and you may lose all or part of your investment.

RISKS RELATING TO OUR GROUP

Our success depends on the market recognition of our brand names and we may be adversely
affected by negative publicity.

Our Directors believe that brand awareness is important in slimming and beauty
industry. Our brand name “Perfect Shape J#Eu5” is a well-recognised icon for the
provision of quality and effective slimming services. We have made substantial efforts and
have spent a large amount of financial resources in order to establish brand recognition.
For the years ended 31 March 2009, 2010, 2011 and the four months ended 31 July 2011, we
incurred HK$46.9 million, HK$47.3 million, HK$56.4 million and HKS$23.1 million,
representing 19.8%, 20.1%, 18.3% and 17.2% of our revenue, respectively, for our
marketing. Our Directors believe that our success and continued growth depends on the
public perception of our brand names and our ability to protect and promote our existing
and new brand names in different markets.

If we fail to successfully promote our brand names or to maintain and further increase
our brand awareness, or if we are subject to events such as client complaints which affect
our corporate image, the market recognition of our brand names may deteriorate. Our
business may also be adversely affected by negative publicity associated with our centres
and services such as unfavourable publication of industry findings or research reports,
health concerns relating to any of our services, allegations of poor standards or
ineffectiveness of services, and allegations of cold calling potential customers by using
illegal means and/or using promotion package price to attract customers to visit our service
centres. Any such complaints and negative publicity, regardless of their validity, may reduce
the number of clients. The results of our operations may therefore be materially affected.

We are subject to client complaints, claims and legal proceedings in the course of our
operations.

Given the nature of the slimming industry and subjective views on the level of
satisfaction of slimming services provided, on occasions, we are susceptible to complaints
associated with our services. Common client complaints include (i) unsatisfactory results of
our services; (ii) physical injury caused by our services; (iii) disputes over payment method
(e.g. credit card instalment etc.); (iv) unsatisfactory staff services; (v) unsatisfactory
treatment progress; (vi) client’s change of mind; (vii) subsequent argument on the terms of
contracts; and (viii) dispute over implementation outcome of our refundable programmes.
Some of the clients file their complaints with consumer protection authorities. There were
one, 74, 22 and four complaints filed against us by our clients with the Hong Kong
Consumer Council, and seven, six, one and two complaints filed against us by our clients
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with the Macau Consumer Council, for the years ended 31 March 2009, 2010 and 2011 and
the period from 1 April 2011 up to the Latest Practicable Date, respectively. Some of the
complaints substantiate into claims and litigation against us. For the years ended 31 March
2009, 2010, 2011 and the period from 1 April 2011 up to the Latest Practicable Date, there
were 15, 29, four and nil Hong Kong Small Claims Tribunal cases, and one, two, nil and one
Hong Kong District Court cases, against us filed by our clients and one ex-employee,
respectively. Major grounds of complaints by claimants in the Hong Kong Small Claims
Tribunal cases include unsatisfactory services of our staff and unsatisfactory results of our
services. There were three claims which involved two clients and one claim involved one ex-
employee filed against us with the Hong Kong District Court and all of them were in
relation to personal injuries caused in the course of receiving slimming services and in the
course of her employment respectively. The number of complaints and legal proceedings
against us filed by our clients accounted for 0.14%, 0.47%, 0.09% and 0.02% of the total
number of active members of our Group for the years ended 31 March 2009, 2010, 2011 and
the period from 1 April 2011 up to the Latest Practicable Date, respectively.

For the years ended 31 March 2009, 2010, 2011 and the period from 1 April 2011 up to
the Latest Practicable Date, the total amount of compensation paid by us in relation to all
claims involved our Group including complaints filed with the Hong Kong Consumer
Council and the Macau Consumer Council were HK$0.2 million, HK$0.5 million, nil and
HK$3,000, respectively; and the total amount in relation to legal proceedings against us
were HK$0.9 million, HK$1.1 million, HK$0.1 million and HKS$0.6 million, respectively.
For the years ended 31 March 2009, 2010, 2011 and the period from 1 April 2011 up to the
Latest Practicable Date, total compensation/refunds including those in relation to the
complaints filed with the Hong Kong Consumer Council and the Macau Consumer Council
and legal proceedings made by us in relation to handling of clients’ complaints were HK$1.8
million, HK$1.9 million, HK$2.4 million and HK$2.3 million, respectively. We maintain
insurances in Hong Kong to cover potential business interruption, money losses, public
liability, personal accident, fidelity guarantee, damages to our equipments, and any
accident or disease of employees.

Among the 68 client complaints which were unsettled or remained idle, one, 47, 18 and
two client complaints were filed against our Group for the years ended 31 March 2009, 2010
and 2011 and for the period from 1 April 2011 up to the Latest Practicable Date,
respectively. The above 68 client complaints were unsettled and remained idle as 42 of such
complainants did not accept the offer made by us in relation to settlement; 21 of such
complainants had asked for unreasonable terms of settlement which were not acceptable to
us according to our policy; and five of such complainants were not contactable. We had
followed our internal guidelines in handling these 68 client complaints. We had proactively
contacted the relevant clients within three days upon receiving notification from the Hong
Kong Consumer Council and been taking active approach to attempt to resolve the matter
within one month of notification from the Hong Kong Consumer Council. However, we are
unable to anticipate and it is beyond our control when such complainants will reach
amicable settlement with us while we, according to our internal policy, have every intention
to settle these complaints by making reasonable offers to all of them. The Directors confirm
that there has been no follow-up action from the Hong Kong Consumer Council in relation
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to our Group’s handling of the 68 complaints within the past one month before the Latest
Practicable Date. The maximum potential claims arising from the said client 68 complaints
amounted to HK$2.8 million, which is immaterial as compared to our revenue.

As at the Latest Practicable Date, there are five out of the 48 legal proceedings filed
against us at the Hong Kong Small Claims Tribunal which remained inactive as the Hong
Kong Small Claims Tribunal has adjourned without assigning the days for further hearings
for such five cases. The Hong Kong Small Claims Tribunal has granted the claimants the
application for leave to discontinue for 22 cases. In respect of the said five adjourned
inactive actions and 22 actions which the Hong Kong Small Claims Tribunal granted the
claimants the application for leave to discontinue, the total amount of claims involved was
HKS$0.7 million plus costs and interests. We have applied to the Hong Kong Small Claims
Tribunal for dismissal of such actions for want of prosecution in October 2011 and we
expect the same can be completed by the end of the first quarter of 2012.

For details of the complaints and legal proceedings filed by clients, please refer to
“Business — Client Complaints” and “Business — Regulatory Compliance and Legal
Proceedings — Legal proceedings” in this prospectus.

Regardless of merit of the claims, we need to divert management resources and incur
extra costs to handle these complaints and litigation matters which could affect our
corporate image and reputation in the industry if they were widely published by the media.
In certain circumstances, we may settle the complaints and litigations with our clients which
may result in financial losses to us. In addition, we have not purchased any professional
indemnity insurance for claims relating to losses arising from our services. A successful
liability claim against us can result in legal costs which in turn, can affect our revenue,
results of operation and financial condition.

Our revenue from expired prepaid service packages may not recur in the future.

We follow the common practice in the slimming and beauty industry to charge clients
for services by way of prepaid packages which have a validity period of one year. As part of
our loyalty programme, we may, at our discretion, allow our clients to upgrade their
existing slimming and beauty packages to new premium slimming and beauty packages
before the expiry of the existing packages. The Directors believe that the upgrade
arrangement also provides an option for the clients to experience the latest slimming
technology without sacrificing the unutilised value of their existing packages. No upgrade is
allowed after the expiry of the existing packages. In the event of package upgrade, contract
of the existing package will be terminated and a new contract will be signed between us and
the relevant client on the new premium package. Clients are required to pay the difference
between the new premium package and the unutilised existing package value. Upon the
signing of new contract, the new premium package will have a validity period of one year
from the date of the new contract. For details of our loyalty programme, please refer to
“Business — Marketing — Marketing and sales — Loyalty programme to clients” in this
prospectus. For financial reporting purposes, prepaid packages over one year from the date
of purchase are fully recognised as revenue. For the years ended 31 March 2009, 2010, 2011
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and the four months ended 31 July 2011, revenue recognised upon the expiry of prepaid
packages amounted to HK§86.0 million, HK$72.8 million, HK$73.3 million and HK$35.1
million, representing 36.4%, 31.0%, 23.7% and 26.1% of our revenue, respectively.

Such revenue recognised upon the expiry of prepaid packages may not recur in the
future. In such case, our financial results may be affected. In addition, should these prepaid
packages not be utilised within the validity period, purchasers of these prepaid packages
will not be entitled to enjoy our services. This may lead to complaints and claims against us
and affect the image and reputation and hence our business.

We have large amount of deferred revenue and high operating leverage.

Our prepaid packages are recorded as deferred revenue in the balance sheet at the point
of sales and have a validity period of one year. For financial reporting purposes, prepaid
packages are recognised as revenue from time to time in the income statement when the
service treatments are delivered to clients. Prepaid packages over one year from the date of
purchase are also fully recognised as revenue. Our recognition method results in large
amount of deferred revenue. As at 31 March 2009, 2010, 2011 and 31 July 2011, our
deferred revenue amounted to HK$118.3 million, HK$122.4 million, HK$148.7 million and
HKS$147.0 million, respectively. The deferred revenue represented our major source of
funding to finance operational cash flows. The ratio of deferred revenue to our revenue for
the years ended 31 March 2009, 2010 and 2011 were 50.1%, 52.1% and 48.1%, respectively.

In the event that we can no longer charge our clients by way of prepayment method,
our operations may be adversely affected. There is also potential risk that our recognised
revenue may be insufficient to cover financial sources for our operations.

We may not be able to sustain or manage our future growth and implement our business
expansion plans in the PRC.

We entered into the PRC market in 2009, and have achieved significant growth in our
PRC operations. For the years ended 31 March 2009, 2010, 2011, the revenue contributed
from the PRC market amounted to HK$1.9 million, HK$34.1 million, and HK$162.9
million, which represented a CAGR of 825.8%, and accounted for 0.8%, 14.5% and 52.7%
of our total revenue, respectively. We recorded revenue contributed from the PRC market
in the amount of HK$99.5 million, representing 74.0% of our revenue for the four months
ended 31 July 2011.

However, there is no guarantee that any of our business development plans will be
successful or materialised. In particular, the successful implementation of our business
strategies may be affected by a number of factors, which may or may not be within our
control.

If we were unable to carry out our future plans effectively, our business prospects
could be adversely affected.
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It takes time for our new service centres to break even or reach the same level of profitability
as mature service centres.

The success of our sales operation depends on a number of factors, such as the success
of our sales and marketing efforts; our ability to provide quality and satisfactory services
which can respond successfully and effectively to local client preferences; and our ability to
compete with other slimming and beauty services providers. We constantly review our sales
performance data, both by service centre and by region. Our expansion strategies are
intended to benefit our growth in the long term. It takes time for new service centres to
break even or reach the same level of profitability as mature service centres. Based on the
experience of our Directors and the historical operating results, it generally takes six to 12
months for a new service centre to break even. To the extreme extent, our new service
centres may be loss-making. If we are unable to increase the revenue of our service centres
in line with increasing costs, our overall performance and profitability will be adversely
affected.

Our success depends on our ability to attract and retain key personnel and qualified staff.

Our success depends, to a significant degree, upon the experience, expertise and
continuity of our senior management personnel, most of whom have an in-depth
understanding of our industry and operations and will be difficult to replace. Our senior
management, including Dr. Au-Yeung, an executive Director, our chairman and CEO, Ms.
Au-Yeung Wai, an executive Director and chief operating officer, and Ms. Au-Yeung
Hung, an executive Director, are key to our success because of their expertise and
experience in the industry, market development and expertise in managing our operations.
Further, the relationship and reputation of our management team has established and
maintained with our clients contribute to our ability to maintain good relationship with
clients. If we were unable to retain our key management, our growth and future success
could be impaired and our financial condition could be adversely affected.

We rely to a significant extent, upon experienced, skilled and qualified staff to deliver
services to our clients. If we were to lose a substantial number of these staff for whatever
reasons, we might not be able to replace them easily and in time or at all, our business might
be disrupted and our financial condition and results of operations might be materially and
adversely affected. Furthermore, if we failed to attract or retain a sufficient number of
qualified staff and could not replace them in time, or we could not hire a sufficient number
of these experienced, skilled and qualified staff to meet our needs, our business and
prospects might be adversely affected.

We face possible infringement of our intellectual property rights.

Our principal intellectual property rights are our trademarks, as well as know-how in
our business operations and provision of personalised services. We are susceptible to third
parties’ infringement of our intellectual property rights and there is no assurance that third
parties will not copy or otherwise obtain and use our intellectual property rights without
authorisation.
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We have registered our trademarks and have trademark applications pending in the
PRC, Hong Kong and other jurisdictions, details of which are set out in “Further
Information about our Business — Intellectual Properties Rights of our Group” in
Appendix V to this prospectus. There is a possibility that we are unable to register our
trademarks in our markets. It is also impossible for us to comply with, and seek every
clearance under, the relevant laws of all possible jurisdictions for the protection and
enforceability of our intellectual property rights and there is no guarantee that such
registrations can completely protect us against any infringement or keep us at bay from any
challenges by our competitors or other third parties. When necessary, we may have to
expend a significant amount of financial resources to assert, safeguard and/or maintain our
intellectual property rights. In the event that our intellectual property rights could not be
enforced against infringement by our competitors or other third parties and/or we were
unable to adequately protect or safeguard our intellectual property rights, our business,
marketing plan and profitability could be adversely affected.

Any non-renewal of leases or substantial increase in rent may affect our business and financial
performance.

The availability of commercially attractive locations for our service centres are
important to our business. We strategically locate our service centres, particularly our
flagship centres, at prime commercial districts in different geographical markets where we
operate and where we intend to expand into. However, there is no assurance that we will be
able to find suitable premises for our service centres with reasonable commercial terms. In
such event, our plan for opening new service centres might be delayed or suspended, which
could have a negative impact upon our growth.

As we operate all of our service centres on leased properties, we are exposed to the
retail rental market. As at the Latest Practicable Date, we had 57 service centres which were
located on premises leased from Independent Third Parties. During the Track Record
Period, the operating lease rentals amounted to HK$20.1 million, HK$20.4 million,
HK$29.9 million and HK$12.1 million, representing 8.5%, 8.7%, 9.7% and 9.0% of our
revenue. Most of the lease terms in the PRC are five years whereas most of the terms in
Hong Kong are two years.

Upon the expiry of each of the leases of our service centres, we have to negotiate terms
of renewal with our landlord. As there has been a general increase in rentals for commercial
properties in the PRC and Hong Kong recently, and as all of our service centres are located
on premises leased from Independent Third Parties, there is no guarantee that we can renew
the leases or negotiate new leases on similar or favourable terms (including, without
limitation, on similar tenure and on similar rental charges) in the future or that the leases
will not be terminated early by the landlords. In the event that we are required to find
alternative locations for our service centres, there is no guarantee that we can secure
comparable locations or negotiate leases on comparable terms. In addition, there may be
substantial increase in the occupancy costs in the future. All these factors may, in turn, have
an adverse impact upon our business, financial position and our future potential growth.

— 40 -



RISK FACTORS

Lessors of certain PRC sub-leased properties have not provided written authorisations by the
property owners in relation to the sub-lease.

As at the Latest Practicable Date, we leased 48 properties in the PRC among which 44
properties were used as our service centres and four properties were used for office purpose.
Lessors of two properties sub-leased to us are not able to furnish us with written
authorisations by the property owners for sub-leasing the properties. One of these
properties is used for service centre and another is used for office purpose. The relevant
service centre contributed nil, nil, 1.1% and 1.7% of our revenue during the Track Record
Period.

As advised by our PRC Legal Advisor, there is uncertainty in relation to the validity of
the lease agreements of the two said properties. In case the relevant property owner
challenges our use of the two said properties, we may no longer be able to use the two said
properties.

We have been furnished a letter of representation by each lessor of the two said
properties, pursuant to which the lessor confirmed that it has been duly authorised by the
property owner to sub-lease the relevant property to us, and undertakes that in the event
our use of the property is encumbered, or we suffer any direct or indirect losses as a result of
the owner’s challenges to the sub-leasing, it will make its best endeavors to keep us from any
encumbrance and any adverse effect on our daily operation.

As at the Latest Practicable Date, we are not aware of any third parties challenging the
validity of the relevant leases or requiring us to vacate these properties. We believe the
uncertainty as to the validity of the lease agreements will not have a material adverse effect
on our business operation as a whole. If we are not allowed to use the properties, we do not
foresee any difficulties in finding an alternative location for our service centres and offices
and we are able to seek indemnities from the lessors to the lease agreements at the same
time.

As we source our slimming and beauty products from our suppliers, we may not be able to
effectively control product qualities and may be subject to product liability claims.

We currently sell around 10 types of slimming and beauty products at our service
centres. We source our products from independent manufacturers and the finished products
are labelled and sold under our brands. Revenue contribution from the sales of products
accounted for 3.0%, 5.8%, 10.6% and 11.6% of our total revenue for the years ended 31
March 2009, 2010, 2011 and the four months ended 31 July 2011. In order to ensure the
quality of our products, we select our suppliers carefully and require them to provide
quality testing reports.

Since we do not possess our own manufacturing line, we might not be able to
effectively control their qualities or ensure that they fully comply with the applicable laws
and regulations. Sub-standard or non-qualified products may reach our clients. In the event
that products of our suppliers were found to be sub-standard or in breach of applicable laws
and regulations, we might need to incur extra costs to rectify the situations. For instance,
our “More Slim” and “EnerDay” slimming products were found to have to contain
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prohibited pharmaceutical substances of “Sibutramine” in breach of the Pharmacy and
Poisons Regulations (Chapter 138A of the Laws of Hong Kong), details of which are set out
in “Business — Historical Non-compliance” in this prospectus. Since we do not have
product liability insurance, we may be subject to claims from our clients causing health
problems as a result of consumption of such products and/or may be subject to product
liability claims as a result of consumption of such products. In addition, any adverse
publication of such incidents may have negative impact on our business.

We may not have sufficient insurance coverage.

We have insurance for potential business interruption, money losses, public liability,
personal accident, fidelity guarantee, damages to our equipments and any accident or
disease of employees. However, we may experience difficulty in claiming compensation
from insurance companies as there may be delays in receiving such compensation or we may
not be able to claim compensation in full or at all. Further, we have not purchased any
professional indemnity insurance for claims relating to losses arising from the use of our
services, which we believe there is no such insurance product in the market. This is
consistent with the industry practice. If we incur losses which are not covered by our
insurance policies, or the amount of compensation we receive from our insurers for our
losses is significantly less than our actual losses, our financial condition and results of
operations can be materially and adversely affected.

We have not paid certain social insurances and housing provident fund contributions for and on
behalf of our employees during the Track Record Period.

During the Track Record Period, our PRC subsidiaries did not pay certain social
insurances and housing provident fund contributions in strict compliance with the relevant
PRC laws and regulations for and on behalf of our employees due to the following reasons:

i.  there are differences in local regulations and inconsistency in the implementation
or interpretation by local authorities in the PRC. For example, according to the
Interim Measures on Shenzhen Housing Fund Management (the “Interim
Measures”), effective on 20 December 2010, the Shenzhen government authority
does not compulsorily require enterprises or individuals to pay housing provident
fund prior to the effective date of the Interim Measures;

ii. registration procedures involve opening of bank accounts and change of
employment information which take relatively long period of time. In the case
of change of employment, the completion of registration is subject to the
completion of transferring procedures by the former employer of the relevant
employee which is not under our control;

1ii.  personnel information of some migrant employees is not complete. Such
employees have to return and bring back verifying materials of their identities
so as to complete the registration procedures; and
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iv. there are difference in the levels of acceptance of the housing provident fund and
social security system by our employees. Some of our employees choose not to pay
the housing fund and/or social insurances for their own reasons.

Pursuant to the Provisional Regulations on Payment of Social Insurances (f & {# g 2
B AT ]) promulgated on 22 January 1999, the relevant authority may order an
enterprise to pay the outstanding contributions within a prescribed time limit. If the
enterprise fails to do so at the expiration of the time limit, in addition to the outstanding
contributions, the enterprise will be imposed a fine equivalent to 0.2% of the outstanding
contributions per day calculated from the date when the amount becomes overdue. For
enterprises which have not registered with the relevant social insurance authority, or declare
the payable social insurance contributions as per regulatory requirements, the relevant
authority may order the defaulting enterprise to rectify within a specified period.
Depending on the seriousness of the defaults, the responsible personnel of the defaulting
enterprise may be fined an amount of not less than RMBI1,000 but not more than
RMB10,000. Our PRC Legal Advisor advised that any non-compliance after the effective
date of the Social Insurance Law of the PRC (* 3 A [ A B 41 €& - %), which is 1 July
2011, may subject the defaulting enterprise to a fine equivalent to 0.05% of the outstanding
contributions per day calculated from the date when the amount becomes overdue and if the
defaulting enterprise failed to rectify within a prescribed period, a further fine equivalent to
not less one time but not more than three times of the outstanding contributions. Pursuant
to the Regulations on the Administration of Housing Accumulation Funds (£ B A&
R B1) promulgated on 3 April 1999, the relevant housing fund authority may order an
enterprise to pay outstanding contributions within a prescribed time limit. If the enterprise
fails to do so at the expiration of the time limit, the relevant housing fund authority may
apply to the people’s court for compulsory execution. As advised by our PRC Legal
Advisor, we may be subject to administrative penalties to the extent provided by the above
two regulations for our non-compliance in the Track Record Period.

As at 31 July 2011, the total amount of unpaid housing provident fund and social
insurance contributions for the employees by us were RMB189,000. As part of remedial
action, we have made enquiries with the relevant government authorities in charge of the
social insurances and housing provident fund to pay back the unpaid contributions. We
have subsequently paid RMB33,000 of unpaid housing provident fund and social insurance
contributions according to the instructions of the relevant authorities. Based on our
communication with the relevant government authorities, due to their unavailability of
internal collection system, they will not seek for payment of the unpaid housing provident
funds and social insurances in the total amount of RMB120,000, and we will settle the
outstanding unpaid housing provident funds and social insurances in the amount of
RMB36,000 by 31 March 2012. As at the Latest Practicable Date, we had not received any
notice form the relevant housing fund or social security authorities ordering us to make
outstanding payments or rectification, or any administrative penalties from the relevant
authorities. As advised by our PRC Legal Advisor, we may be ordered to pay such social
insurances and housing provident fund contributions within a stipulated deadline by the
relevant PRC authorities. If we have made rectification and paid the outstanding sums
within the prescribed time limits, as advised by our PRC Legal Advisor, our PRC
subsidiaries and the relevant responsible personnel would not be subject to the relevant
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fines. Further, pursuant to the Interim Measures, it is unlikely that our subsidiaries in
Shenzhen will be punished by the local housing fund authority for not paying certain
housing provident fund prior to 20 December 2010, being the effective date of the Interim
Measures.

Taking into account the advice from our PRC Legal Advisor and the aforesaid amount
of unpaid contributions, our Directors consider that the unpaid housing provident fund and
social insurance contributions is not material and thus no provision for such unpaid
contribution was provided by our Group during the Track Record Period. However, we
cannot guarantee that we will not be subject to other penalties by relevant PRC authorities
for our past non-compliance. Any penalties against us in respect of outstanding housing
fund or social security contributions could affect our reputation and cash flows. Our
Controlling Shareholders have undertaken to indemnify us against any loss and penalty we
may suffer as a result of such non-compliance.

We may be required to pay additional profits tax under enquiry by the Inland Revenue
Department.

During the Track Record Period, we have received letters from the IRD enquiring on
certain of our subsidiaries’ holdover application of provisional profits tax, the said
intercompany transactions under query by the IRD amounted to HK$43.6 million and
HK$4.9 million for the years ended 31 March 2008 and 2009, respectively. We have
submitted the background and reasons for the holdover to the IRD in 2010 and early 2011
and we believe the information submitted to the IRD at the time of application should be
sufficient to substantiate the holdover application. However, we cannot guarantee that we
will not be subject to additional profits tax imposed by the IRD. Any additional profits tax
imposed by the IRD on our Group in respect of the holdover application of provisional
profits tax could affect our cash flows and financial condition.

Some of our service centres in the PRC have not fully complied with the relevant fire safety
laws and regulations.

According to the relevant PRC fire safety laws and regulations, different construction
projects will have different fire safety regulatory treatment. For construction projects which
will have a dense population and other special construction projects, enterprises carrying
out such projects shall undertake review of the design and completion of the construction
projects by the relevant fire safety authorities, and shall pass the pre-commencement fire
safety examination before starting a business operation. For non-special construction
projects, the enterprises carrying out such projects shall file the fire control design and
completion inspection with the relevant fire safety authorities. The fire safety authorities
will then determine whether such a project falls into their targets of random check. The
construction project selected for random check shall prepare the documents required by the
fire safety authorities for a check of its fire control.

Though the relevant laws and regulations provide the scope of construction projects of
dense population and special construction projects depending on the areca and usage of the
project, the local fire safety authorities’ view is not very clear in practice. Some of our
service centers are treated in the manner of a special construction project which requires
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pre-commencement fire safety examination, while others are only required to file with the
local fire safety authority. The process of applying for pre-commencement fire safety
examination or filing of fire control completion inspection is complicated and usually takes
a long period of time.

As at the Latest Practicable Date, five service centres have passed the review of
completion of the construction projects by Guangzhou Public Safety and Fire Safety
Bureau (& JHT/AZHP5)5), and Shanghai Fire Safety Bureau (LT iHB5 ). However,
they have not received the certificate showing they have passed the pre-commencement fire
safety examination. As advised by our PRC Legal Advisor, according to the relevant PRC
fire safety laws and regulations, relevant service centres, if recognised by the local fire safety
authorities as special construction projects, may be ordered to suspend operation and only
be permitted to continue the business after obtaining certificates of passing the pre-
commencement examination, and we may be subject to a fine ranging from RMB30,000 to
RMB300,000 for each of the service centre.

We have not received any notice from the relevant fire safety authorities showing that
we are in default with the relevant pre-commencement or filing obligations. We have
approached the relevant fire safety authorities and were given to understand that no
additional governmental filings, approvals or procedures including obtaining the
outstanding fire safety certificates would be necessary for our two service centres in
Guangzhou. In respect of the remaining three service centres, we have applied to and are in
the course of liaising with the relevant fire safety authorities for passing the fire safety
review and/or obtaining the outstanding fire safety certificates. Our applications in respect
of the aforesaid three service centres have been accepted and we expect to complete all fire
safety certificates by end of January 2012. We cannot assure you that we may not be subject
to penalties by relevant PRC authorities for our past non-compliance, which may affect our
reputation and financial conditions. Our Controlling Shareholders have undertaken to
indemnify us against any loss and penalty we may suffer as a result of such non-compliance.
We will ensure that for our new service centres, we comply with all applicable fire safety
laws and regulations.

Some of our slimming programmes are refundable and may potentially affect our financial
performance.

During the Track Record Period, apart from two slimming treatments, both of which
were catered for new clients and were subject to refund depending on the achievement or
non-achievement of agreed slimming results, all our packages are non-refundable. We
generally do not guarantee any weight loss. Nevertheless, as part of our promotion, we from
time to time offer slimming programmes which we may need to refund part or all to our
clients. This depends on the attendance and the results of our promised slimming
campaigns. For the years ended 31 March 2009, 2010, 2011 and the four months ended 31
July 2011, we made refunds to clients under refundable slimming programmes in the
amount of nil, HK$4.8 million, HK$3.6 million and nil, which accounted for nil, 2.0%,
1.2% and nil of our total revenue, respectively. The amounts of revenue attributable to
these refundable slimming programmes, were HK$0.9 million, HK$29.9 million, HK§7.7
million and HK$0.3 million for the years ended 31 March 2009, 2010, 2011 and the four
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months ended 31 July 2011, respectively. Apart from our refundable slimming programmes,
in exceptional circumstances, where there are good reasons and evidence in support, for
example, clients are medically diagnosed as being unsuitable for the slimming programme,
we may on a discretionary basis allow them to transfer their entitlements to slimming
programmes to other persons. Only on certain exceptional situations, we may refund to our
customer at our discretion. During the Track Record Period, we made compensations/
refunds including those in relation to the complaints filed with the Hong Kong Consumer
Council and the Macau Consumer Council and legal proceedings and under exceptional
circumstances to our clients in the amount of HK$1.8 million, HK$1.9 million, HK$2.4
million and HK$2.3 million, which accounted for 0.8%, 0.8%, 0.8% and 1.7% of our total
revenue, respectively. Refunds to our clients in the future may affect our financial
performance.

We may not be able to effectively control the attitude of our staff in sales of service packages
to clients.

As an incentive to our frontline staff, we offer commission to them upon successful sale
of slimming and beauty packages to our clients. Unfortunately, there have been instances of
complaints from clients in relation to the services of our staff. These instances can be
difficult to prevent or investigate, but can result in financial losses to our Company and
harm our reputation. In order to avoid similar instances from happening, we provide in-
house training and have implemented internal procedures to our frontline staff with respect
to their sales technique. We require our salespersons to go through every clause in the
contract with the client to make sure that the client understands his/her rights and
responsibilities before signing the contract. We may not be able to prevent all instances of
fraud or other misconduct. Any fraud or misconduct committed against our interests, which
may include past acts that have gone undetected or future acts, may have a material adverse
impact upon our business, results of operations and financial condition.

Our revenue from our operations in Hong Kong declined during the Track Record Period.

We take the view that the slimming and beauty market in Hong Kong has already
saturated. There has been a fall in revenue from Hong Kong market from HK$223.5 million
for the year ended 31 March 2009 to HK$188.1 million for the year ended 31 March 2010,
and further fall to HK$131.9 million for the year ended 31 March 2011. For the four
months ended 31 July 2011, revenue from Hong Kong decreased to HK$30.1 million from
that of HK$53.5 million for the same period in 2010. We cannot guarantee that revenue
from our Hong Kong operations maintain the same level in the future.

We incurred net current liabilities during the Track Record Period.

For provision of slimming and beauty services, we normally charge our clients by way
of prepaid packages which generally have a validity period of one year. For financial
reporting purposes, the prepaid packages are recorded as deferred revenue, which are
current liabilities, in the balance sheet at the point of sales and subsequently recognised as
revenue in the income statement when the service treatments are delivered to clients. As a
result, as at 31 March 2009 and 31 March 2011, we had net current liabilities of HK$16.4
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million and HK$17.6 million respectively. Due to our accounting treatments with respect to
deferred revenue recorded from the prepaid packages, we may incur net current liabilities in
the future again.

We may suffer loss due to our investment decisions in financial assets.

We receive strong cash inflow from our business operation from time to time and
purchase financial assets in order protect the capital value and achieve appreciation of our
idle cash. During the year ended 31 March 2011, we invested idle cash in the principal sum
of approximately HK$35 million in the PRC, in several entrusted investment funds which
are usually short-term in nature. During the year ended 31 March 2011, in Hong Kong, we
also purchased available-for-sale financial assets to secure a more favourable credit term
from a local financial institution through which a significant portion of credit card and
instalment sales were transacted. At the request of that financial institution, we pledged our
available-for-sale financial assets for the security of its credit line with that local financial
institution and such pledge was ceased as at 31 July 2011.

As at the Latest Practicable Date, we have sold out all our financial assets save and
except for an investment fund with guaranteed interest rate in the principal sum of RMBS5
million with maturity date in April 2012.

Upon Listing, we will continue to adopt conservative treasury policies, control tightly
over our cash and strengthen our risk management. Our surplus cash will generally be
placed in short-term deposits denominated in HK dollars and RMB. The amount to be
invested by us in investments, in general, will not exceed 10% of the total amounts of
surplus cash of our Group. For details of our investment policy, investment team and our
control policy, please refer to “Financial Information — Cash flow statements” in this
prospectus.

There is potential risk arising from our investment decisions due to impairment losses
on our investment assets as a result of declines in their value, which could adversely affect
our results of operations and financial condition.

We will be controlled by our Controlling Shareholders, whose interests may differ from those
of our other Shareholders.

Upon the completion of the Global Offering and the Capitalisation Issue, assuming
that the Over-allotment Option is not exercised at all, our Controlling Shareholders will
beneficially own and control 75.0% of our equity interest. Subject to our Articles of
Association, our Controlling Shareholders will continue to have the ability to exercise a
controlling influence over the management, policies and business of our Company through
the power to nominate and elect board members, determine the timing and amount of
dividend distributions, approve or disapprove significant corporate transactions such as
mergers and acquisitions, and approve or disapprove annual budgets. Our Controlling
Shareholders may cause us to enter into transactions or make or refuse to make decisions
that conflict with the best interests of our other Shareholders.
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RISKS RELATING TO OUR INDUSTRY
We face competition in the slimming and beauty industry.

Our Directors believe that the slimming and beauty market, in particular in Hong
Kong, is competitive. Market players compete with each other in terms of brand
positioning, product and service variety and quality, service centre locations and
decorations, pricing and financial resources.

Some of our competitors may have more financial, marketing and client service
resources and better brand recognition than us. This may allow them to devote more
resources to the development, promotion, sale and support of their services and products.
As a result, we may not be able to compete effectively in certain target markets, and our
products may not be as popular as we anticipate, competition can affect our business,
financial condition and results of operation.

We require various permits, approvals and licences for the operation of our business in the
PRC, Hong Kong and Macau. Any termination of or failure to renew any or all of the licences,
approval and permits could adversely affect our business and operations.

Our business is subject to various laws and regulations in the PRC, Hong Kong and
Macau. For details of the applicable laws and regulations, please refer to “Laws and
Regulations” in this prospectus. Save as disclosed the paragraphs headed “We have not
paid certain social insurances and housing provident fund contributions for and on behalf
of our employees during the Track Record Period” and “Some of our service centres in the
PRC have not fully complied with the relevant fire safety laws and regulations” in this
section, as confirmed by our legal advisors, we have obtained the relevant licences, permits,
approvals and certificates necessary to conduct our operations in the PRC, Hong Kong and
Macau and has complied materially with applicable laws and regulations in these
jurisdictions since our commencement of operations therein.

If we fail to maintain or renew any of these necessary licences, permits, approvals and
certificates, or fail to comply with these applicable laws and regulations for whatever
reason, we may have to temporarily or permanently suspend some or all of our operations,
which can result in us being unable to meet our contractual obligations. This may adversely
affect our business, financial condition and results of operations.

We may be adversely affected by a lack of growth in the consumer market or there is a general
market downturn.

The continued growth in revenue from our operations is highly dependent upon the
sustainable growth of consumer spending on slimming and beauty services. This in turn
depends on the level of economic growth in the markets in which we operate. We cannot
guarantee that the economy in our markets can sustain a stable growth rate. Moreover, if
the governments of the markets where we operate implement measures to slow down the
economy, consumer demand and spending on slimming and beauty services and products
may fall. Recent tightening monetary policy in the PRC, global economic uncertainties and
the euro zone sovereign debt crisis had resulted in adverse market conditions and the
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shrinking global consumer confidence index. Any continued economic slowdown or
recession, whether globally or in regions where we rely heavily upon, or any new inhibitive
measures, can have a material adverse effect upon our business and results of operation.

Changes in regulatory regimes in the jurisdictions in which we operate may have an adverse
effect on us.

As we operate our business in the PRC, Hong Kong and Macau, we are subject to the
PRC, Hong Kong and Macau legal regimes and a number of regulations and restrictions as
set out in “Laws and Regulations” in this prospectus. Contravention of any laws or
regulations may expose us and/or our Directors to criminal and civil liabilities including
penalties, fines, damages and other sanctions. Further, there can be no guarantee that there
will not be further restrictions and requirements imposed or that we will be able to obtain
special approvals or exemptions from any of such restrictions or requirements. For
example, Beijing Administration Bureau of Industry and Commerce issued the Guidance on
the Transaction Agreements of Prepaid Consumption Services in Beijing (6 5% 17 15 2 fH E A}
BIRHSAE 5 AT A485]) (the “Guidance”), which took effect since September 2011 in
respect of the unused portion of expired prepaid packages, and pursuant to which, among
others, upon expiry of the prepaid contracts, service providers shall offer one of the
following options to their clients: (i) one free extension of the term of service for not less
than half of the original term; (ii) refund of the unused service fees; (iii) provision of
alternative service arrangements. The Guidance also requires service providers to provide to
their customers a cooling-off period of seven days after payment. The Guidance provides no
legal consequence of violation, is not mandatory in nature and is only applicable to
transactions in Beijing after the effective date. Nevertheless, there may be possible
complaints and/or legal proceedings by our clients in Beijing on the Group’s non-
compliance with the Guidance. There is no guarantee on when or whether the PRC
Government will promulgate or enforce the Guidance as a legislative regime. Any
implementation of the Guidance as a legislative regime may have an adverse impact on
our Group’s financial position and operation. There is also no assurance that the PRC
Government will not promulgate similar legislative provisions in the future.

In addition, in January 2011, the Hong Kong government proposed that mandatory
cooling-off period of seven days be imposed on contracts involving goods and/or services
with a duration of not less than six months in its consultation paper on legislative proposals
to enhance protection for consumers against unfair trade practices. The proposed
implementation of mandatory cooling-off period shall allow consumers to consult third
parties where necessary, and reconsider their decisions free from any undue influence that
may have been exerted during the course of the transaction. Since October 2011, the
proposal of imposing the mandatory cooling-off period has been deferred and is still being
studied by the Hong Kong Government. Details of such new legislation in relation to
mandatory cooling-off period have not yet been finalised or implemented in Hong Kong
and to our best knowledge, there is no concrete timetable in respect of the said legislative
proposal.
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The introduction of legislative regime, if any, may result in increase in administrative
and operation costs and may affect the current services and operational arrangement of our
Group. These laws and regulations may not only restrict our present operations, but may
also restrict our proposed future development plans. Therefore, our business and results of
operations could be adversely affected by these limitations.

The Hong Kong government is reportedly considering revising various regulations
relating to the prepaid package transactions. If such reports are accurate, there may be
changes in the policies and regulations governing the beauty and slimming industries. There
is no guarantee that our revenue model and our business will not be materially and
adversely affected by any changes by the Hong Kong government on policies and
regulations governing the beauty and slimming industries.

RISKS RELATING TO THE PRC

Our results of operations and financial condition are highly susceptible to changes in the PRC
political, economic and social conditions.

During the Track Record Period, we derived 0.8%, 14.5%, 52.7% and 74.0% of our
total revenue from our operations in the PRC. As estimated by our Directors, the revenue
contribution from our PRC operation will continue to increase in the foreseeable future. As
at the Latest Practicable Date, we operated 44 service centres in the PRC. The demand for
our services is materially affected by growth of domestic consumption and overall economic
progress in the PRC. With our planned expansion, we expect the PRC market to increase its
contributions to our revenue. We are therefore susceptible to changes in the economic,
political and social conditions of the PRC. The PRC used to be a planned economy. Over
the past two decades, the PRC Government implemented economic and political reform
measures. Such reforms have resulted in a significant economic and social advancement.
However, as the PRC Government continues to play a big part in regulating industries by
imposing new industrial policies, any change in the economic or political situation in the
PRC and any new policies adopted by the PRC Government may affect our operations and
its performance and profitability.

In addition, the global financial crisis in 2008 caused a slowdown in the growth of the
global economy. There are signs of recovery in the global and Chinese economies. There can
be no guarantee that any such recovery is sustainable. Further, if the financial crisis
continues, there is no certainty as to its impact on the global economy or the PRC economy.
As a result of global economic cycles, there can be no guarantee that the PRC economy will
continue to grow at the rates achieved in the past, or at all. Any slowdown or recession in
the PRC economy may have a material and adverse impact on our results of operations and
financial condition.

Restrictions imposed by the PRC Government on currency conversion and exchange rate
fluctuation may limit our ability to remit dividends and affect our business.

Currently, Renminbi is not a freely convertible currency. We receive a substantial
portion of our revenue in Renminbi and will need to convert Renminbi to foreign currency
for payment of dividends, if any, to holders of our Shares. Existing restrictions on the
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conversion of Renminbi into foreign currencies may affect our ability to convert Renminbi
into foreign currencies (and thus restrict the subsequent repatriation of those funds). Under
existing PRC foreign exchange regulations, payment of current account items, including
profit distributions, can be made in foreign currency without prior approval from SAFE
upon compliance with certain procedural requirements. However, individual payments of
capital items, for example the conversion of RMB into foreign currency to repay foreign
loans, requires prior approval from the appropriate government authority. In addition, any
tightening of such restrictions, including but not limited to the future imposition of
restrictions on foreign exchange transactions for current account items such as the payment
of dividends, may limit our ability to use resources generated in Renminbi to fund our
business activities outside the PRC.

Further, the proceeds to be raised from the Global Offering will be denominated in HK
dollars. There is no guarantee that HK dollars can be convertible into Renminbi at any
time, and any restriction on such conversion may restrict our utilisation of, or even render
us unable to utilise, the proceeds from the Global Offering for implementation of our future
plans.

As a substantial portion of our revenue and operating costs are denominated in
Renminbi, our business and operating results may be materially and adversely affected in
the event of a severe increase or decrease in the value of Renminbi against other currencies.
The value of Renminbi is subject to changes in the PRC governmental policies and to
international economic and political developments. Any significant appreciation of
Renminbi can affect the conversion of the proceeds from the Global Offering for our
operations, and any material devaluation of Renminbi against the HK dollar could
adversely affect the amount of any cash dividends we declare on our Shares in HK dollar
terms.

We may elect to hedge our currency exchange risk if we decide that such action may be
required, including entering into forward contracts or option contracts to buy or sell
foreign currencies against Renminbi. As a result, we may suffer losses resulting from the
fluctuation between the buy forward exchange rate and the sell forward exchange rate, or
from the price of the option premium. We may from time to time review our hedging
strategy and there is no guarantee that we will not suffer losses in the future as a result of
these activities.

PRC regulation on direct investments and loans by offshore holding companies to PRC entities
may delay or limit our ability to use the proceeds of the Global Offering to make additional
capital contributions or loans to our PRC operating businesses.

Any capital contributions or loans that we, as an offshore company, make to our PRC
operating businesses are subject to PRC regulations. For example, any of our loans to our
PRC operating businesses cannot exceed the difference between the total amount of
investment our PRC operating businesses are allowed to make under relevant PRC laws and
their respective registered capital, and must be registered with the local branch of the SAFE
as a procedural matter. In addition, our capital contributions to our PRC operating
businesses are subject to the approval of local PRC administrations for industry and
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commerce and other relevant local authorities. There is no guarantee that we will be able to
obtain these approvals in time, or at all. If we fail to obtain such approvals, our ability to
make equity contributions, provide loans to our PRC operating businesses or to fund their
operations may be entirely prohibited or affected, which as a result, can affect their
liquidity, their ability to fund their working capital and expansion projects, and meet their
obligations and commitments.

Furthermore, the SAFE promulgated a new circular in August 2008, in relation to the
administration of conversion of foreign exchange capital contribution by foreign invested
enterprises into RMB. Pursuant to this new circular, RMB converted from foreign exchange
capital contributions can only be used for activities within the approved business scope of
such foreign invested enterprise, and cannot be used for domestic equity investments or
acquisitions unless otherwise allowed by PRC laws or regulations. As a result, we may not
be able to make additional capital contributions to our operating subsidiaries and convert
such capital contributions into RMB for equity investments or acquisitions in the PRC.

The PRC Labour Contract Law may cause our labour costs to increase and we may be liable
for fines and penalties for any material breach of this law.

On 29 June 2007, the Standing Committee of the NPC adopted the PRC Labour
Contract Law (FF3E A R ILHE 25 8) & 7] %) which became effective on 1 January 2008. The
PRC Labour Contract Law imposes requirements relating to, among others things,
minimum wages, severance payments; non-fixed term employment contracts; establishes
time limits for probation periods and the circumstances in which an employee can be placed
on a fixed-term employment contract. It also provides that social insurance is required to be
paid on behalf of employees, and employees are entitled to unilaterally terminate the labour
contract if this requirement is not being satisfied.

Pursuant to this new law, our PRC subsidiaries are required to enter into non-fixed
term employment contracts with employees who have consecutively worked for them for
more than 10 years or, unless otherwise provided under the new law, for whom a fixed-term
employment contract has been concluded for two consecutive terms since 1 January 2008.
Our PRC Legal Advisor, on reviewing our sample labour contracts used by our PRC
subsidiaries and service centres is of the opinion that the sample labour contracts are valid
and legally binding on due execution by the parties, and their terms and provisions are in
compliance with the PRC Labour Contract Law. We may not be able to efficiently
terminate employment contracts under the new law without demonstrating the cause. In
addition, we are required to make severance payments to employees upon early termination
of their employment contracts, unless the contract is terminated due to (i) the employee’s
misconduct, (ii) the employee voluntarily terminates the contract or (iii) the employee
voluntarily rejects an offer to renew the contract in circumstances where the conditions
offered by the employer are the same as or better than those stipulated in the current
contract. The amount of severance payment is calculated based on monthly wage of the
employee multiplied by the number of full years that the employee was employed by the
employer. Unless the employee’s monthly wage is three times greater than the average
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monthly wage in the relevant district or locality, in which case the calculation of the
severance payment will be based on a monthly wage equal to three times the average
monthly wage multiplied by a maximum of 12 years.

Compliance with the relevant laws and regulations may substantially increase our
operating costs and may have a material impact on our results of operations. In particular,
an increase in labour costs in the PRC will increase our service costs, and we may not be
able to pass these extra costs onto our clients due to competitive pricing pressures. There is
no guarantee that any employment disputes or strikes will not happen in the future.
Increase in our labour costs and any future disputes with our employees can materially and
adversely affect our business, financial condition or results of operations.

Interpretation of PRC laws and regulations involves uncertainty.

The PRC legal system is based on written statutes. Prior court decisions can only be
used as a reference. Since 1979, the PRC government has promulgated laws and regulations
in relation to economic matters such as foreign investment, corporate organisation and
governance, commerce, taxation and trade, with a view to developing a comprehensive
system of commercial law. However, as these laws and regulations have not been fully
developed, and because of the limited volume of published cases and the non-binding nature
of prior court decisions, interpretation of PRC laws and regulations involves a degree of
uncertainty. Depending on the governmental agency or the presentation of an application
or case to such agency, we may receive less favourable interpretations of laws and
regulations than our competitors. Some of the laws and regulations, and the interpretation,
implementation and enforcement thereof, are subject to policy changes. There is no
guarantee that the introduction of new laws, changes to existing laws and the interpretation
or application thereof, or delays in obtaining rulings, interpretations or approvals from the
relevant authorities will not have an adverse impact on our business or prospects. In
addition, any litigation in the PRC may be protracted and result in substantial costs and
diversion of resources and management attention. The outcome of litigation and dispute
resolutions may not be consistent or predictable as in other more developed jurisdictions
and it may be difficult to obtain swift or equitable enforcement of the law in the PRC, or to
obtain enforcement of a judgment by a court of another jurisdiction. All these uncertainties
may cause difficulties in the enforcement of our entitlements under our licenses, and other
statutory and contractual rights and interests.

Dividends payable by us to our foreign investors and gain on the sale of our Shares may
become subject to withholding taxes under the CIT Law.

Under the CIT Law, PRC income tax at the rate of 10% is applicable to dividends
payable to investors who are non-resident enterprises. Similarly, any gain realised on the
transfer of shares by such investors is also subject to 10% PRC income tax if such gain is
regarded as income derived from sources within the PRC. If we are consider as a PRC
resident enterprise by virtue of having our de facto management in the PRC, it is unclear as
to whether the dividends we pay with respect to our Shares, or the gain realise from the sale
of our Shares, will be treated as income derived from sources within the PRC and therefore
become subject to the CIT Law. If we are required under the CIT Law to withhold PRC
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corporate income tax on our dividends payable to our foreign Shareholders, or if it is
required to pay PRC enterprise income tax on the transfer of Shares, the value of
investment in our Shares may be materially and adversely affected.

RISKS RELATING TO THE GLOBAL OFFERING

We are incorporated under Cayman Islands law and Cayman Islands law may not offer the
same protections to minority shareholders as the laws of other jurisdictions.

Our corporate affairs are governed by our Articles of Association, the Cayman
Companies Law and the common law of the Cayman Islands. The laws of the Cayman
Islands relating to the protection of interests of minority shareholders differ in some
respects from those established under statutes or judicial precedent in existence in Hong
Kong and other jurisdictions. Such differences may mean that our minority shareholders
may have different remedies and may not be offered the same protections as they would
have under the laws of other jurisdictions. A summary of the Cayman Islands company law
is set out in Appendix IV to this prospectus.

There has been no prior public market for our Shares and the liquidity and market price of our
Shares may be volatile.

Prior to the Global Offering, there has been no public market for our Shares. The
initial indicative Offer Price range for our Shares as disclosed in this prospectus was the
result of negotiations between us and the Sole Global Coordinator (for itself and on behalf
of the Underwriters), and the Offer Price may differ significantly from the market price for
our Shares following the Global Offering. We have applied for listing of, and permission to
deal in, our Shares on the Stock Exchange. A listing on the Stock Exchange, however, does
not guarantee that an active trading market for our Shares will develop, or if it does
develop, will be sustained following the Global Offering or that the market price of our
Shares will not decline following the Global Offering. In addition, there can be no assurance
that the Global Offering will result in the development of an active and liquid public trading
market for our Shares. Furthermore, the price and trading volume of our Shares may be
volatile. One or more of the following factors may significantly affect the volume and price
at which our Shares will trade:

— investors’ perceptions of our Group and our future plans;

— actual or anticipated fluctuations in our results of operations;
— reduction or restriction of financing means for our industry;

— changes in senior management of our Group or our competitors;

— announcements of competitive developments, acquisitions or strategic alliances in
our industry;

— changes in earnings estimates or recommendations by financial analysts;
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— potential litigation or regulatory investigations;

— general economic conditions or other developments affecting us or our industry;
or

— the operating and stock price performance of other companies, other industries
and other events or factors beyond our control.

The securities markets have from time to time experienced significant price and volume
fluctuations that are unrelated to the operating performance of particular companies. These
market fluctuations may also materially adversely affect the market price of our Shares.

Any future issuance of Shares by us may dilute shareholding and future sales of a substantial
number of Shares may adversely affect the price of the Shares.

Any future capital issuances to expand our business or otherwise may lead to the
dilution of investors’ shareholding in our Company. Purchasers of our Shares may
experience dilution in the net tangible asset book value per share of their Shares if we issue
additional Shares or securities convertible into Shares in the future at a price which is lower
than the net tangible asset book value per Share.

Future sales of a substantial number of our Shares, or the possibility of such sales, can
have a negative impact upon the market price of our Shares and our ability to raise equity
capital in the future at a time and price that we deem appropriate. The Shares held by our
Controlling Shareholders are subject to certain lock-up undertakings. Upon the expiry of
the lock-up period, there may be a sale of large number of our Shares. We cannot predict
what effect, if any, any perception or actual occurrence of such significant future sale will
have on the market price of our Shares.

There are risks associated with forward-looking statements contained in this prospectus.

Information in this prospectus contains certain forward-looking statements and
information relating to our Group that are based on the belief of our Directors as well as
assumptions based on the information currently available to them. In this prospectus, the
words “aim”, “anticipate”, “believe”, “continue”, “could”, “expect”, “intend”, “may”,
“plan”, “potential”, “predict”, “project”, “propose”, “seek”, “should”, “will”, “would”
and similar expressions, as they relate to our Company or us or our Directors, are intended
to, among others, identify forward looking statements. Such statements reflect the current
views of our Directors with respect to, among others, future events and are subject to
certain risks, uncertainties and assumptions, including the risk factors described in this
prospectus. Should one or more of these risks or uncertainties materialise, or should
underlying assumptions are proved to be incorrect, our financial condition may be
adversely affected and vary materially from those described herein as believed, considered,
estimated, expected or anticipated.
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We cannot guarantee the accuracy of facts and other statistics derived from various official
government publications contained in this prospectus.

Facts and other statistics in this prospectus relating to the PRC and Hong Kong and
the slimming and beauty industry have been derived from various official government
publications. However, we cannot guarantee the quality or reliability of the source
materials. They have not been prepared or independently verified by us, the Sole Sponsor,
the Sole Global Coordinator, the Underwriters or any of our or their respective affiliates or
advisors and, therefore, we make no representation as to the accuracy of such facts and
statistics, which may not be consistent with other information compiled. We have, however,
exercised reasonable care in the reproduction and extraction of such facts and statistics
from the relevant official government publications for the purpose of inclusion in this
prospectus. Due to possibly flawed or ineffective collection methods or discrepancies
between published information and market practice and other problems, the facts and
statistics in this prospectus may be inaccurate or may not be comparable to facts and
statistics produced with respect to other economies. Furthermore, there can be no assurance
that they are stated or compiled on the same basis or with the same degree of accuracy as
may be the case elsewhere. Therefore, you should not unduly rely upon the facts and
statistics with respect to such jurisdictions and the slimming and beauty industry contained
in this prospectus.

We strongly caution you not to place any reliance on any information contained in press
articles or other media regarding us and the Global Offering.

Prior or subsequent to the publication of this prospectus, there has been or may be
press and media coverage regarding us and the Global Offering, in addition to marketing
materials published by us in compliance with the Listing Rules. We have not authorised any
such press and media reports, and the financial information, financial projections,
valuations and other information about us contained in such unauthorised press and
media coverage may not truly reflect what is disclosed in this prospectus. We make no
representation as to the appropriateness, accuracy, completeness or reliability of any such
information or publication, and accordingly do not accept any responsibility for any such
press or media coverage or the inaccuracy or incompleteness of any such information. To
the extent that any such information appearing in the press and media is inconsistent or
conflicts with the information contained in this prospectus, we disclaim it, and accordingly
you should not rely on any such information. In making your decision as to whether to
purchase our Shares, you should rely only on the information included in this prospectus.

_ 58 —



INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS IN THIS PROSPECTUS

This prospectus, for which our Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Listing Rules for the
purpose of giving information with regard to our Company. Our Directors, having made all
reasonable enquiries, confirm that to the best of their knowledge and belief the information
contained in this prospectus is accurate and complete in all material respects and not
misleading or deceptive, and there are no other matters the omission of which would make
any statement herein or this prospectus misleading.

UNDERWRITING

This prospectus is published solely in connection with the Hong Kong Public Offer
which forms part of the Global Offering. For applicants under the Hong Kong Public Offer,
this prospectus and the Application Forms set out the terms and conditions of the Hong
Kong Public Offer.

The Listing is sponsored by the Sole Sponsor. The Hong Kong Public Offer is fully
underwritten by the Hong Kong Underwriters under the terms of the Hong Kong
Underwriting Agreement and the International Placing is fully underwritten by the
International Underwriter pursuant to the International Underwriting Agreement and are
subject to our Company and the Sole Global Coordinator (for itself and on behalf of the
Underwriters) agreeing on the Offer Price. The Global Offering is managed by the Sole
Global Coordinator.

If, for any reason, the Offer Price is not agreed among our Company and the Sole
Global Coordinator (for itself and on behalf of the Underwriters) on or before the Price
Determination Date, the Global Offering will not proceed. For information about the
Underwriters and the underwriting arrangements, please refer to “Underwriting” in this
prospectus.

INFORMATION ON THE GLOBAL OFFERING

The Offer Shares are offered solely on the basis of the information contained and
representations made in this prospectus and the Application Forms and on the terms and
subject to the conditions set out herein and therein. No person is authorised to give any
information in connection with the Global Offering or to make any representation not
contained in this prospectus, and any information or representation not contained herein
must not be relied upon as having been authorised by us, the Sole Sponsor, the Sole Global
Coordinator, the Underwriters, any of our Company’s or their respective directors, agents,
employees or advisors or any other parties involved in the Global Offering.

Further information on the structure of the Global Offering, including its conditions,
is set forth in “Structure of the Global Offering” in this prospectus, and the procedures for
applying for the Offer Shares are set forth in “How to Apply for Hong Kong Offer Shares”
in this prospectus and in the relevant Application Forms.
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DETERMINATION OF THE OFFER PRICE

The Offer Shares are being offered at the Offer Price which is expected to be
determined by our Company and the Sole Global Coordinator (for itself and on behalf of
the Underwriters) on the Price Determination Date. If our Company and the Sole Global
Coordinator (for itself and on behalf of the Underwriters) are unable to reach an agreement
on the Offer Price on or before Saturday, 17 December 2011, the Global Offering will not
become unconditional and will lapse.

RESTRICTIONS ON OFFER AND SALE OF OFFER SHARES

Each person acquiring the Offer Shares under the Global Offering will be required to,
or be deemed by his/her/its subscription for Offer Shares to, confirm that he/she/it is aware
of the restrictions on offers of the Offer Shares described in this prospectus.

No action has been taken to permit an offering of the Offer Shares or the distribution
in this prospectus or the Application Forms in any jurisdiction other than Hong Kong.
Accordingly, this prospectus may not be used for the purpose of, and does not constitute,
an offer or invitation in any jurisdiction or in any circumstances in which such an offer or
invitation is not authorised or to any person to whom it is unlawful to make such an offer or
invitation. The distribution in this prospectus and the offering of the Offer Shares in other
jurisdictions are subject to restrictions and may not be made except as permitted under the
applicable securities laws of such jurisdictions pursuant to registration with or
authorisation by the relevant regulatory authorities an exemption therefrom.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Our Company has applied to the Listing Committee of the Stock Exchange for the
granting of the listing of, and permission to deal in, the Shares in issue and the Offer Shares
to be issued pursuant to the Global Offering (including the additional Shares which may be
issued pursuant to the exercise of the Over-allotment Option), any Shares to be issued under
the Capitalisation Issue, and any Shares which may be issued upon exercise of any option to
be granted under the Share Option Scheme. Save as disclosed in this prospectus, no part of
the share or loan capital of our Company is listed on or dealt in on any other stock
exchange and no such listing or permission to list is being or proposed to be sought in the
near future.

HONG KONG BRANCH REGISTER AND STAMP DUTY

All Offer Shares issued pursuant to applications made in the Hong Kong Public Offer
will be registered on our Company’s branch register of members to be maintained in Hong
Kong. The Company’s principal register of members will be maintained by our Company’s
principal share registrar in the Cayman Islands.

Dealings in Offer Shares registered in the branch register of members of our Company
maintained in Hong Kong will be subject to Hong Kong stamp duty.
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PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their
professional advisors if they are in any doubt as to the taxation implications of
subscribing for, purchasing or holding of and dealing in the Offer Shares. None of our
Company, the Sole Global Coordinator, the Sole Sponsor, the Underwriters, any of their
respective directors or any other person or party involved in the Global Offering accepts
responsibility for any tax effects on, or liabilities of, any person resulting from the
subscription for, purchase or holding of, or dealing in the Offer Shares.

STABILISATION AND OVER-ALLOTMENT OPTION

Stabilisation is a practice used by underwriters in some markets to facilitate the
distribution of securities. To stabilise, the underwriters may bid for, or purchase, the newly
issued securities in the secondary market, during a specified period of time, to retard and, if
possible, prevent a decline in the market price of the securities below the Offer Price. In
Hong Kong, the price at which stabilisation is effected is not permitted to exceed the Offer
Price.

In connection with the Global Offering, the Sole Global Coordinator, as the stabilising
manager, or its affiliates or any person acting for it, may over-allocate or effect transactions
with a view to stabilising or maintaining the market price of the Offer Shares at a level
higher than that which might otherwise prevail for a limited period after the commencement
of trading in the Shares on the Stock Exchange. Such transactions may be effected in
compliance with all applicable laws and regulatory requirements. However, there is no
obligation on the Sole Global Coordinator, its affiliates or any person acting for it to do
this. Such stabilisation, if commenced, will be conducted at the absolute discretion of the
Sole Global Coordinator, its affiliates or any person acting for it and may be discontinued
at any time, and must be brought to an end after a limited period.

In connection with the International Placing, the Sole Global Coordinator may over-
allocate up to and not more than an aggregate of 37,500,000 additional Shares and cover
such over-allocations by exercising the Over-allotment Option or by making purchases in
the secondary market at prices that do not exceed the Offer Price or through stock
borrowing arrangements or a combination of these means.

Further details of the Over-allotment Option and stabilisation are set out in “Structure
of the Global Offering — Over-allotment Option” and “Structure of the Global Offering —
Stabilisation” in this prospectus.

PROCEDURE FOR APPLICATION FOR HONG KONG OFFER SHARES

The procedure for applying for Hong Kong Offer Shares is set out in “How to Apply
for Hong Kong Offer Shares” in this prospectus and on the relevant Application Forms.
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STRUCTURE OF THE GLOBAL OFFERING

Details of the structure of the Hong Kong Public Offer, the International Placing and
the Global Offering, including its conditions, are set out in “Structure of the Global
Offering” in this prospectus.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of listing of, and permission to deal in, our Shares on the Stock
Exchange and our Company’s compliance with the stock admission requirements of
HKSCC, the Shares will be accepted as eligible securities by HKSCC for deposit, clearance
and settlement in CCASS with effect from the date of commencement of dealings in the
Shares on the Stock Exchange or any other date as determined by HKSCC. Settlement of
transactions between participants of the Stock Exchange is required to take place in CCASS
on the second trading date after the trade date. All activities under CCASS are subject to
the General Rules of CCASS and CCASS Operational Procedures in effect from time to
time. All necessary arrangements have been made for the Shares to be admitted into
CCASS.
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INDUSTRY OVERVIEW

This section contains certain statistics, industry data or other information which have
been derived from government, official or other public sources as well as the research report
published by Euromonitor. We believe that the sources of such information are appropriate
sources for such information and have taken reasonable care in extracting and reproducing
such information. We have no reason to believe that such information is false or misleading
or that any fact has been omitted that would render such information false or misleading.
The information has not been independently verified by us, the Sole Sponsor, the Sole Global
Coordinator, the Underwriters, any of their respective directors, officers, affiliates, advisors
or representatives, or any other party involved in the Global Offering, and such information
may not be consistent with other publicly available information. We, the Sole Sponsor, the
Sole Global Coordinator, the Underwriters, any of their respective directors, officers,
affiliates, advisors or representatives, or any other party involved in the Global Offering
make no representation as to the completeness, accuracy or fairness of such information and
accordingly such information should not be unduly relied upon.

INTRODUCTION

We primarily operate in the slimming and beauty industry in the PRC, Hong Kong and
Macau, with a particular focus in the PRC market. With a population of approximately 1.3
billion in the PRC, our Directors consider that the PRC slimming and beauty market has
vast development potential. We also believe the performance of the PRC slimming and
beauty industry has been driven by a number of factors, including the growth of the Chinese
economy and the increase in per capita income of the urban households.

REPORT COMMISSIONED FROM EUROMONITOR

In connection with the Global Offering, we have engaged Euromonitor, an
Independent Third Party, to conduct detailed market analysis of and provide report
independent of our influence on the beauty and slimming industry in the PRC. We have
relied on the Euromonitor Report in preparation of this prospectus. The aggregate
contractual amount for the Euromonitor Report and services provided by Euromonitor is
US$20,000, the payment of which was not contingent upon the Listing or on any of the
results obtained from the Euromonitor Report. We have not commissioned other
customised reports for the purpose of inclusion in this prospectus.

The Euromonitor Report, dated 30 June 2011, consists of, among others, historical
data for the period from 2005 to 2010, and forecasts for the period from 2011 to 2015.
Euromonitor primarily undertook top-down central research with bottom-up intelligence to
present a more comprehensive and accurate picture of body slimming market in the PRC.
Euromonitor assessed relevant background information that is publicly available and
compared these sources against any existing information and knowledge from us.
Euromonitor also conducted trade interviews with multiple organisations for added
perspective and accuracy. These organisations include slimming centres, trade associations,
trade press resources, government data, and other third parties. Multiple secondary and
primary sources were also checked to validate all data and information collected with no
reliance on any single-source.
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To ensure forecast accuracy, Euromonitor adopted its standard practice of both
quantitative as well as qualitative forecasts. These forecasts allow Euromonitor to establish
the terms of the market size, growth trends etc on the basis of providing a comprehensive
and in-depth review of the historical and future market development, while simultaneously
providing cross-checking with established government or industry figures, and trade
interviews, where possible.

Our Directors have reviewed the assumptions adopted by Euromonitor in preparing
forecasts up to 2015 and are of the view that the assumptions are fair and reasonable.

Euromonitor, on behalf of itself, its subsidiaries and units, confirms that the
Euromonitor Report was prepared in its ordinary course of business, independent of and
not influenced by us, and has given and not withdrawn its consent for the Group to quote
from the Euromonitor Report and to use information contained in the Euromonitor Report
in this prospectus.

This prospectus contains some information extracted from the Euromonitor Report,

and they are in “Summary”, “Industry Overview”, “Business” and “Financial Information”
in this prospectus.

THE PRC
Economic Overview

From 2005 to 2007, the PRC’s GDP maintained a robust growth rate at over 10%, and
the growth rate hit the historical high in 2007 at 13%. From 2008 to 2009, the PRC’s GDP
growth rate dropped to about 9.0% and 8.7% respectively. The GDP growth rate for the
PRC was up to about 10.3% in 2010 because of the recovery of the global economy.

The living standard of the population, particularly urban household, has also increased
steadily. The increase in the disposable income growth of the urban households during the
period from 2005 to 2010 shows that the purchasing power of the population in the PRC has
been steadily increasing.
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Per capita income and growth rates of Chinese residents: Historical 2005-2010
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Female Population
In the PRC, the age group of 44-49 accounted for the largest percentage of the female
population, followed by the age group of 35-39, the age group of 45-49, the age group of
20-24 and the age group of 50-54. The five largest age groups accounted for approximately
42.3% of the total female population.
Female distribution in the PRC
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THE BEAUTY AND SLIMMING INDUSTRY IN THE PRC
Market Size of Services of Beauty Centres

With the booming economy of the PRC and the rising income level of Chinese people,
beauty centres in the PRC are in a fast growth stage, with a CAGR of 16.0% in sales value
of services from 2005 to 2010. The total sales value of services of beauty centres reached
approximately RMB91.3 billion in 2010, increasing by 18.4% over 2009.

Market size of services of beauty centres in the PRC: Historical 2005-2010
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Source:  Euromonitor Report

Market Size of the Body Slimming Industry

Compared with all beauty centres (including beauty salons), body shaping and
slimming in the PRC is relatively young and represented approximately 7.9% of the total
beauty centres by sales value of services in 2010, according to the Euromonitor Report. The
share of body shaping and slimming has been increasing since 2007 due to the faster growth
of body shaping and slimming when compared with that of total beauty centres.

Body shaping and slimming in the PRC was generally growing quickly from 2005 to
2010, with a CAGR of 17.0% in sales value of services. Although the growth rate slightly
dropped in 2008 and 2009 due to the financial crisis that began in late 2008, the market
witnessed rapid growth in 2010, with a year-on-year growth rate of 20.1% in sales value of
services. This was due to the fast expansion of slimming centres and the strong demand for
slimming services in the PRC. In 2010, body shaping and slimming achieved approximately
RMB7.2 billion in sales value of services, compared to RMB6.0 billion in 2009.
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Market size of body slimming industry in the PRC: Historical 2005-2010
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Competition

Sales value (RMB million)

Market shares of top five brands

The body shaping and slimming market in the PRC is rather fragmented, with the top
five brands representing approximately 29.2% of the total sales value of services in 2010.
Currently, the market is still lacking national leading brands with high brand awareness,
wide geographic coverage and large market share. Quzi is the top brand with an 8.1%
market share, followed by Showyu and Tiny Grass with 8.0% and 5.3% market shares
respectively. Most of the brands in the market are still concentrated on particular regions.

Market shares of top five body shaping and slimming brands in the PRC

Source:  Euromonitor Report
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Market positioning of leading operators

Most of the body shaping and slimming brands in the PRC are mass brands, targeting
consumers with a low to middle income level and priced at below RMBS5,000 per course of
treatment. All top five brands are mass brands. However, with the rising income level of the
PRC consumers, more and more premium brands (mostly foreign brands) such as our
Group are entering the PRC market. These premium brands are targeting consumers with
high income levels and usually priced at above RMB5,000 per course of treatment. Premium
brands (currently dominated by foreign brands) are expected to gain more shares from mass
brands due to the overall trend of consumers shifting towards premium products in the
PRC, according to the Euromonitor Report.

Competitive landscape of our Group

Our Directors believe that we are competitive and differentiate from our major
competitors in the PRC market in the following aspects:

1. Pricing

According to the Euromonitor Report, most of the body shaping and slimming brands,
including the top five brands in the PRC are mass brands and body shaping and slimming
market in the PRC is currently denominated by local brands. Premium brands (mostly
foreign brands) including our brand “Perfect Shape W /&3~ are targeting consumers with
high income levels and usually priced at above RMBS5,000 per course of treatment.
Moreover, premium brands can afford high marketing expenses with celebrity endorsement,
which are more easily recognised by consumers and are perceived as more reliable.

2. Services characteristics

According to the Euromonitor Report, traditional Chinese acupuncture and massage
have been widely used by local slimming centres as a method for slimming and shaping. We
use a combination of advanced slimming and beauty equipment and massage treatment in
our slimming programmes. In addition, we take pride in the provision of tailor-made
slimming services. We recommend the most suitable slimming treatments to our clients
based upon their goals and physical conditions, and closely monitor the progress of and
follow up with each client throughout the whole slimming programme.

3. Operating environment

Our service centres are usually located in prime commercial districts and/or prestigious
shopping malls and office buildings and/or high-end departmental stores in prime locations
which are easily accessed, and are equipped with comprehensive slimming and beauty
machinery to provide satisfactory services to our clients.
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Forecasts of Growth
The market size of beauty centres is estimated to grow from approximately RMB91.3
billion in 2010 to approximately RMB243.1 billion in 2015, with a CAGR of 21.6%, by

sales value of services.

Market size of beauty industry in the PRC: Forecast 2010-2015
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The share of body shaping and slimming as compared with the total beauty centres in
the PRC is expected to continue to increase, and is forecast to represent approximately
8.7% of the total beauty centres by sales value of services in 2015. The sales value of
services of body shaping and slimming in the PRC is estimated to increase from
approximately RMB7.2 billion in 2010 to RMB21.0 billion in 2015, with a CAGR of 24.0%.

Market size of slimming centres in the PRC: Forecast 2010-2015
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Market trends of body slimming industry

According to the Euromonitor Report, the body shaping and slimming market in the
PRC is currently dominated by local brands while foreign brands including us have been
trying to expand quickly in the PRC over the last few years.

Chained slimming centres are growing faster than independent ones because chained
stores have higher brand awareness, better management skills and are perceived as more
reliable.

In relation to the type of slimming treatments, traditional Chinese acupuncture and
massage have been widely used by local slimming centres as a method for slimming and
body shaping. However, in recent years, more and more slimming centres are using both
slimming machines and traditional acupuncture or massage.

Since the body slimming industry is largely fragmented, marketing may serve the
purpose of bringing the brand to the clients’ awareness. Celebrity endorsement is a trend,
especially for premium brands that can afford high marketing expenses. Brands with
celebrity endorsements are more easily recognised by consumers and are perceived as more
reliable.

Key drivers of growth in body slimming industry

With their rising social status, Chinese women today are more concerned about their
appearance and are spending more on slimming services. The increasing disposable income
of Chinese consumers has made slimming services more affordable. In addition, Chinese
consumers are more cautious about the safety of obesity drugs, and many of them shift to
slimming centres, where they are not required to take drugs for slimming.

Moreover, there is a huge obese and overweight population within the PRC indicating
great potential demand for the slimming industry. According to “New Trends of National &
International Obesity Prophylaxis & Treatment Industry” from the Committee of Exerts of
International Slimness & Fitness Association (ISFA) published on the Soosou Website (&
JEA: www.soosou.com) on 11 March 2009 in the PRC, the obese population exceeded 100
million while the overweight population reached 200 million.

Various types of promotions, advertisements and discounts from slimming centres are
another factor driving the growth of body shaping and slimming in the PRC. With the
prevalence of internet shopping, some slimming centres also offer discounts and vouchers
via online group purchase agencies. Premium brands usually choose celebrity endorsements
for their advertisements.

Currently, the body shaping and slimming market in the PRC is still in development
and the penectration rate of slimming centres is still low, especially in lower-tier cities. To
reach more consumers and enlarge their client base, many chained slimming centres are
trying to expand by opening more outlets. Moreover, new players are also trying to enter
the PRC market.
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HONG KONG
Economic Overview

The economy of Hong Kong has grown steadily over the past few years and gradually
recovered from the global financial crisis in 2008. GDP (in chained 2008 dollars) in Hong
Kong has increased from HKS$1,181,605 million in 2001 to HK$1,743,465 million in 2010,
representing a CAGR of 4.4%.

The per capita GDP (in chained 2008 dollars) in Hong Kong has increased from
HK$175,893 in 2001 to HK$246,677 in 2010, representing a CAGR of 3.8%. This shows
that the living standard in Hong Kong is generally improving.

GDP and per capita GDP of Hong Kong from 2001 to 2010 (in chained 2008 dollars)
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

GDP (HKS million) (in

chained 2008 dollars) 1,181,605 1,203,359 1,239,532 1,344477  1439,695 1,540,758 1,639,204 1,677,011 1,632,275 1,743,465
Per capital GDP (HKS)

(in chained 2008

dollars) 175,983 178,431 184,158 198,198 211,310 224,695 236,677 240,339 233,059 246,677

Source: Census and Statistics Department, Hong Kong

Private consumption expenditure in Hong Kong shows a stable trend in the last few
years. The private consumption expenditure (in chained 2008 dollars) in Hong Kong
increased from HK$806,198 million in 2001 to HK$1,088,618 million in 2010, representing
a CAGR of 3.4%.

Private consumption expenditure in Hong Kong from 2001 to 2010 (in chained 2008 dollars)

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Private consumption
expenditure (HK$
million) (in chained
2008 dollars) 806,198 799,074 788,550 843,659 868,970 920,456 999,056 1,022,862 1,029,164 1,088,618

Source: Census and Statistics Department, Hong Kong
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Female Population

Our principal target clients are females. The total female population in Hong Kong
was 3.7 million by end of 2010. In particular, the age group of 45-49 accounted for the
largest percentage of the female population, followed by the age group of 40—44, the age
group of 35-39, the age group of 50-54 and the age group of 30-34. The five largest age
groups accounted for 44.3% of the total female population.

Female Total

Population Population

in Hong Kong in Hong Kong

Age group in 2010 in 2010
(°000) (’000)

Below 15 409.7 848.5
15-19 209.8 431.2
20-24 232.9 453.5
25-29 309.6 539.0
30-34 325.1 551.0
35-39 332.2 570.0
40-44 334.2 583.1
45-49 359.2 661.6
50-54 325.2 641.0
55-59 252.5 501.3
60—-64 193.7 391.5
Above 65 496.3 925.9
All age groups 3,780.4 7,097.6

Source: Census and Statistics Department, Hong Kong
Employed females by monthly employment earning

The total number of employed females in Hong Kong was 1.2 million in 2009. There is
also an increasing trend in the number of females earning HK$30,000 or more per month. In
2005, the number of females earning HK$30,000 or more per month in Hong Kong was
118,300, which increased to 157,200 in 2009, representing a CAGR of 7.4%.
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Our Directors believe that the trend shows that the number of high-income females is
increasing in Hong Kong. This female group tends to look for quality services and products,
and is able to afford luxurious beauty and healthcare services and products. The table below
sets out the number of employed females in Hong Kong categorised by monthly
employment earnings from 2005 to 2009.

Monthly employment earnings of
employed females (HKS$) 2005 2006 2007 2008 2009
(°000) (°000) (°000) (°000) (°000)

6,000-6,999 119.3 113.9 117.6 121.0 120.5
7,000-7,999 105.7 104.6 112.4 113.7 113.9
8,000-8,999 100.2 102.1 106.0 114.4 123.2
9,000-9,999 75.1 84.9 86.3 90.8 84.8
10,000-14,999 234.5 240.9 246.8 259.0 258.7
15,000-19,999 129.6 136.9 144.6 148.1 144.7
20,000-29,999 123.6 132.9 144.5 157.1 156.2
=>30,000 118.3 135.7 143.8 156.7 157.2

Total number of employed females 1,006.3 1,051.9 1,102 1,160.8 1,159.2

Source: Census and Statistics Department, Hong Kong
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Expenditure on Cosmetics and Personal Care Products

The total retail sales of Hong Kong increased steadily from HK$204,372 million in
2005 to HK$324,966 million in 2010, representing a CAGR of 9.7%. The volume index
(taking average of monthly indices from October 2004 to September 2005 being 100) of
retail sales in Hong Kong increased from 101.3 in 2005 to 141.9 in 2010.

Total Retail Sales of Hong Kong

HKS$ (million)
350,000 —
300,000 —

250,000
200,000
150,000
100,000
50,000 —
0 . . . . .

2005 2006 2007 2008 2009 2010
Year

Source: Census and Statistics Department, Hong Kong

There is also a steady increase in the average monthly household expenditure for
cosmetics and personal care products in Hong Kong from HK$225 in 2004/2005 to HK$233
in 2009/2010.
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This section contains a summary of certain laws and regulations currently relevant to
our operations in the PRC, Hong Kong and Macau. Having made all reasonable enquiries
and to their best knowledge, our Directors confirm that save as disclosed in this section and
in “Risk Factors” and “Business” in this prospectus, we have complied with all applicable
laws and regulations in the PRC, Hong Kong and Macau, where we operated during the
Track Record Period and as at the Latest Practicable Date and have obtained all necessary
permits, licences and certificates for our operations.

THE PRC
Laws and regulations relating to foreign investments

As we are engaged in operation within the PRC, we are subject to the provisions of the
Company Law of the People’s Republic of China (the “Company Law”). The Company
Law was passed by the Fifth Meeting of the Standing Committee of the Eighth National
People’s Congress of the PRC on 29 December 1993 and became effective on 1 July 1994.
Three amendments to the Company Law were passed by the Thirteenth Meeting of the
Standing Committee of the Ninth National People’s Congress, the Eleventh Meeting of the
Standing Committee of the Tenth National People’s Congress and the Eighteenth Meeting
of the Standing Committee of the Tenth National People’s Congress under the Decisions of
the Standing Committee of the National People’s Congress Concerning the Amendments to
the Company Law of the People’s Republic of China on 25 December 1999 and 28 August
2004 and 27 October 2005 respectively. The main barrier to market access was lowered
under the Company Law (as amended) as follows:

e the provision relating to the minimum amount of registered capital by the types of
operation of companies was cancelled. The minimum amount of registered capital
of a limited liability company was lowered from RMB100,000 to RMB30,000. The
minimum amount of registered capital of a company limited by shares was
lowered from RMB10,000,000 to RMB5,000,000 and changed from a “paid-up
capital contribution system” to a “subscribed capital contribution system”. The
initial capital contributions by all promoters of a company shall not be less than
20% of the registered capital and the balance shall be payable in full by the
promoters within two years from the date of establishment of a company, or
payable in full within five years for an investment company;

e anumber of methods of capital contribution by shareholders were provided under
Article 27 of the Company Law (as amended), namely, by currency, material
objects, intellectual property or land use rights and even legally transferable non-
monetary assets, which are subject to asset valuation, save for those assets which
are prohibited wunder laws and administrative regulations for capital
contributions. The amount of intangible assets, in the form of technology, as
capital contributions has been increased from the initial 20% to 70% of the
registered capital of the company; and
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e  without prejudice to the provisions of the Company Law, the operations of a
company shall be determined by the articles of association of a company.

In addition to the Company Law, the establishment and operation of our wholly-
owned foreign enterprises are also subject to the Foreign Investment Enterprise Law of the
People’s Republic of China (the “Foreign Investment Enterprise Law”) and its
Implementation Rules. The Foreign Investment Enterprise Law was passed by the Fourth
Meeting of the Sixth National People’s Congress of the PRC on 12 April 1986 and became
effective on the same date. The Implementation Rules of the Foreign Investment Enterprise
Law was promulgated by the Ministry of Foreign Economy and Trade on 12 December
1990, and became effective on the same date. Amendments to the Foreign Investment
Enterprise Law were passed under the Decisions of the Eighteenth Meeting of the Standing
Committee of the Ninth National People’s Congress of the PRC on 31 October 2000.
Amendments to the Implementation Rules of the Foreign Investment Enterprise Law were
promulgated by the Decisions Concerning the Amendments to the Implementation Rules of
the Foreign Investment Enterprise Law of the People’s Republic of China by the State
Council of the PRC on 12 April 2001.

The establishment procedures, approval formalities and organisation format of a
foreign investment enterprise are subject to the provisions of the Foreign Investment
Enterprise Law and its Implementation Rules, pursuant to which, application for the
establishment of a foreign investment enterprise in the PRC must be submitted to the
competent foreign economy and trade department or the authorised authority of the State
Council and subject to their review and approval. Application for the establishment of a
foreign investment enterprise by foreign investors should be submitted to the approving
authority through the local people’s government at the county level or above at the place
where the proposed foreign investment enterprise is located, together with such
documentations as the application, the articles of association and a list of legal
representatives (or candidates of the board of directors) of the foreign investment
enterprise, legal identification documents and qualification evidences of foreign investors.

On 5 August 2008, the Notice Concerning the Delegation of Matters of Corporate
Changes and Approvals of Foreign Investment Enterprises, or the 2008 Notice, was
promulgated by the Ministry of Commerce, pursuant to which, the following approval
power and authority were delegated by the Ministry of Commerce effective as from 11
August 2008:

e the competent commerce department at the provincial level should be responsible
for approving increases of total investment amount and registered capital
(Industry Guidance Catalogue of Foreign Investments — US$100 million for
encouragement and permitted types and US$50 million for restricted type,
hereinafter referred to as the “Limit”) of foreign investment enterprise approved
by the Ministry of Commerce (save for matters covered by Article 3 of the same
document) below the Limit;
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e the competent commerce department at the provincial level shall be responsible
for approving (save for items under Article 3) the establishment of the foreign
investment enterprise and its changes (including other relevant changes of listed
foreign investment company) below the Limit (converted enterprise shall be
calculated by the assessed net asset value); and

e foreign investments governed by specific regulations of industry, specific industry
policy and macroeconomic industry shall continue to be regulated by existing
provisions. Strategic investments of listed companies by foreign investors shall be
submitted to the Ministry of Commerce for approval in accordance with the
relevant provisions.

On 10 June 2010, the Notice Concerning the Relevant Issues of the Delegation of
Approval Authority of Foreign Investment Enterprises, (the “2010 Notice”), was
promulgated by the Ministry of Commerce. Pursuant to the 2010 Notice, the competent
commerce department at the provincial level should be responsible for approving the
establishment and increases of total investment amount and registered capital (Industry
Guidance Catalogue of Foreign Investments — US$300 million for encouragement and
permitted types and US$50 million for restricted type, hereinafter referred to as the
“Limit”) of foreign investment enterprise approved by the Ministry of Commerce below the
Limit, thus expands the power of the commerce department of the provincial level
compared with the 2008 Notice. The establishment of foreign investment enterprises in the
service sector and its changes (including those above the Limit and capital increases) shall
be approved and administered by the local approving authorities in accordance with the
relevant requirements of the State, save for those specifically required under laws and
regulations to be subject to the approval of the Ministry of Commerce. According to the
relevant requirements, matters required to obtain prior approval or seek for opinion of the
competent industry department of the State shall obtain the relevant authorisation. In
summary, for the purpose of establishing our company in the PRC, the company is subject
to the review and approval of the local approving authority.

Upon approval of the application for establishing a foreign investment enterprise, the
foreign investors shall apply for registration with the industry and commerce
administration department within 30 days of receipt of the approval certificate and
obtain a business licence. The date of the issuance of the business licence of a foreign
investment enterprise is the date of establishment of that enterprise.

Pursuant to the Foreign Investment Enterprise Law and its Implementation Rules, the
organisation format of a foreign investment enterprise subsequent to its establishment can
be a limited liability company or other format of liability as approved. Subsequent to its
establishment, a foreign investment enterprise shall operate and management its activities in
accordance with its approved articles of association. The investment and operating
conditions of a foreign investment enterprise are subject to the inspection and supervision
of the industry and commerce administration department.
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In the event of a demerger, merger or other changes of important matters during the
substantive period of a foreign investment enterprise, it shall report to the approving
authority for approval, and submit changes in registration particulars with the industry and
commerce administration department. A foreign investment enterprise is not allowed to
reduce its registered capital during the term of its operation. Where reductions are required
in respect of changes in total investment amount and sizes of production and operation, it
shall report to the approving authority for approval. Increases and transfers of registered
capital of a foreign investment enterprise are subject to approval of the approving authority
and submission of changes in registration particulars to the industry and commerce
administration department.

Laws and regulations relating to foreign investment commercial enterprises

On 16 April 2004, the Administrative Measures of Commercial Sector for Foreign
Investment (the “Commercial Sector Administrative Measures”) was promulgated by the
Ministry of Commerce to undertake supervision and administration over the commercial
sector for foreign investments and the operation of activities in such commercial sectors as
wholesale, retail, commissioned agency and franchised operation of foreign investment
commercial enterprises. The Commercial Sector Administrative Measures have broadened
the scope of commercial sectors for foreign investments, including:

e  the establishment of foreign investment commercial enterprise is permitted since
11 December 2004;

e prior to 11 December 2004, the regional locations of foreign investment
commercial enterprises engaging in retail and their stores were restricted to
capitals of provinces and autonomous regions, municipalities, independently-
planned cities and special economic zones. Such regional restriction has been
cancelled since 11 December 2004; and

e the regional restriction of foreign investment commercial enterprises engaging in
wholesale was cancelled since 1 June 2004.

Pursuant to the Commercial Sector Administrative Measures, a foreign investment
commercial enterprise is subject to the following conditions:

e  must satisfy the provisions of the PRC Company Law in respect of minimum
registered capital (a limited liability company with two or more investors is
RMB30,000 and a limited liability company with one investor is RMB100,000);

e must comply with the general provisions in respect of total investment amount
and registered capital of foreign investment enterprise; and

e in general, the operation period of those enterprises shall not exceed 30 years or
(in respect of the central and western regions of the PRC) 40 years.
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In addition, the retail stores to be opened by foreign investment commercial enterprises
are subject to the following conditions:

e where the application for the establishment of a commercial enterprise is
concurrent with the application for opening stores, the stores to be opened shall
fulfil the relevant requirements of urban development and urban commercial
development of the city where the stores are located; and

e  where the foreign investment commercial enterprise approved for establishment is
applying for the opening of additional stores, it shall fulfil the following
conditions, in addition to the above requirements, (i) take part in the joint annual
inspection of foreign investment enterprise and pass annual inspection; and (ii) all
registered capital of the enterprise has been received from its investors.

Laws and regulations relating to health licensing of beauty industry

Our core business within the PRC is in the slimming and beauty industry. As we are
engaged in the slimming and beauty services within the PRC, we are subject to the
provisions of the relevant laws and regulations of the slimming and beauty industry.

On 8 November 2004, the Interim Administrative Measures of the Beauty and
Hairdressing Industries was promulgated by the Ministry of Commerce and became
effective on 1 January 2005, pursuant to which, the Ministry of Commerce is in charge of
the beauty and hairdressing industries nationwide and the competent commerce department
at all levels shall undertake guidance, coordination, supervision and administration over the
beauty and hairdressing industries at their respective administrative areas. The Interim
Administrative Measures of the Beauty and Hairdressing Industries have the following
requirements in respect of the competency of enterprises and personnel engaged in beauty
services:

e Dbeauty and hairdressing operators should display business licences, health
permits, service items and tariff standards at conspicuous locations of their
premises;

e premises of beauty and hairdressing operators should comply with the relevant
health requirements and standards and have corresponding health, sanitation and
disinfection equipment and measures. All personnel should pass health checks of
the health authority and hold health certificates prior to report for work; and

e  beauticians, hairdressers and other professional and technical staff engaging in
beauty and hairdressing services should have obtained qualification certificates
issued by relevant authorities of the State and other personnel should have
obtained qualification certificates after undergoing training by relevant
professional organisations or authorities.

In order to create sound health conditions of public premises for the prevention of
diseases and safeguard of body health, the Administrative Regulations on Health at Public
Premises (the “Health Regulations”) was promulgated by the State Council on 1 April 1987.
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The “Implementation Rules of Administrative Regulations on Health of Public Premises”
(the “Implementation Rules”) was promulgated by the Ministry of Health on 11 March
1991 and became effective on 1 May 2011 (as amended on 26 April 1993 and 10 March
2011), pursuant to which, the Ministry of Health is in charge of the health supervision and
administration at public premises nationwide and the health administration department at
all county levels and above shall be responsible for health supervision and administration at
public premises at their respective administrative areas. Pursuant to the Implementation
Rules, the legal representative or the person-in-charge of public premises shall be the prime
person responsible for the health safety of his operating premises.

Our slimming and beauty centres, which are engaged in slimming and beauty services,
are subject to the provisions of the Health Regulations and the Implementation Rules.
Pursuant to the Health Regulations and the Implementation Rules, beauty salons, which
are being classified as “public premises” under its provisions, are subject to its regulatory
scope. In respect of public premises and the location and design of newly constructed,
altered and renovated public premises, a “health permit” system has been implemented by
the State, with “health permits” being issued by the health administration authority at
county levels and above. An operating unit should have obtained its “health permit”, which
is subject to vetting once every two years, prior to applying for registration with the
industry and commerce administration department for a business licence, and those operate
without a “health permit” may be subject to penalties, such as warnings, fines and
suspension of business. Pursuant to the Implementation Rules, which became effective on 1
May 2011, operators should warrant that the health safety of all goods and equipment
provided for use by clients and re-usable goods and equipment, to be washed, disinfected
and cleansed in accordance with health standards and requirements, should be replaced for
each client. Re-use of disposable goods and equipment is strictly prohibited. At the same
time, during the period of their internal decoration or renovation, public premises are not
allowed to carry on business. Where the decoration or renovation is limited to certain area,
operators should take effective measures to warrant that the internal air quality of areas
other those under decoration or renovation is up to standard.

In respect of personnel who are engaged in beauty services, pursuant to the Health
Regulations and its Implementation Rules, staff (including temporary workers) of an
enterprise, which is established and engaged in the beauty services in the PRC, serving
clients directly are required to hold a “health qualification certificate” prior to reporting for
work and undergo annual health checks. Pursuant to the Implementation Rules, which
became effective on 1 May 2011, operators of public premises should organise annual health
checks for their staff who should obtain valid health qualification certificates prior to
reporting for work, and those who are engaged in providing direct services to clients
without health qualification certificates may be subject to penalties, such as warnings, fines
and suspensions of business.

Laws and regulations relating to fire control

On 29 April 1998, the Fire Control Law of the People’s Republic of China (the “Fire
Control Law”) was passed by the Second Meeting of the Standing Committee of the Ninth
National People’s Congress, which was amended by the Fifth Meeting of the Standing
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Committee of the Eleventh National People’s Congress on 28 October 2008. On 9 December
1998, the Fire Control Supervision and Inspection Regulations was promulgation by the
Ministry of Public Security, which was amended on 1 September 2004 and 1 May 2009.
Pursuant to the Fire Control Law and the Fire Control Supervision and Inspection
Regulations, prior to the occupation or commencement of business of public premises, the
construction unit or the user unit should apply to the fire control authority of the local
people’s government at county levels or above where the premises are located for fire
control safety inspection. Those premises without fire control safety inspection or which did
not meet fire control requirements after inspection are not allowed to be occupied or to
commence business. Those premises which are occupied or have commenced business in
contravention may be ordered to suspend construction, occupation or business or
production and subject to fines of between RMB30,000 to RMB300,000.

Pursuant to the Fire Control Law and the Fire Control Supervision and Inspection
Regulations, the fire control design and construction of construction works must comply
with the fire control technical standard of engineering construction of the State. Units in
charge of construction, design, works and engineering supervision shall be legally
responsible for fire control design and works quality of construction works. In
accordance with the fire control technical standard of engineering construction of the
State, the construction unit of any engineering construction requiring fire control design
must file the fire control design documentation with the fire control department of the
public security authority, which should make random checks, within seven working days
from the date of obtaining the construction works permit legally, unless otherwise provided.

On 16 October 1996, the Administrative Regulations of Fire Control Supervision and
Audit of Construction Works was promulgated by the Ministry of Public Security and was
replaced by the Administrative Regulations of Fire Control Supervision of Construction
Works on 1 May 2009, pursuant to which, the fire control design and works must comply
with fire control technical standard of engineering construction of the State. In respect of
crowded premises listed under section 13 of the Administrative Regulations of Fire Control
Supervision of Construction Works, the construction unit should apply for review of the
fire control design to the fire control department of the public security authority as well as
fire control inspection acceptance to the fire control department of the public security
authority issuing the audit opinion of the fire control design subsequent to completion of
construction works.

Pursuant to the Administrative Regulations of Fire Control Supervision of
Construction Works, in respect of construction works outside the scope listed under the
regulations, the construction unit should, within seven days of obtaining the construction
works permit and passing the construction works completion inspection, file the fire control
design and completion inspection through the fire control design and completion inspection
submission system of the website of the fire control department of the public security
authority at provincial levels, or submit paper files to the fire control department of the
public security authority for recording in the fire control design and completion inspection
submission system. Upon receipt of the fire control design and completion inspection
submission, a submission receipt should be issued by the fire control department of the
public security authority which should determine the target for random check through the
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random checking procedures pre-installed in the fire control design and completion
inspection submission system. The construction unit selected for random check should be
ready for random checking of fire control design audit or fire control inspection acceptance.

Laws and regulations relating to taxes

Pursuant to the Enterprise Income Tax Law of the People’s Republic of China (the
“Enterprise Income Tax Law”), which became effective on 1 January 2008, the
Implementation Rules which was implemented on 1 March 2008 and the Notice
Concerning the Implementation of the Transitional Preferential Policy of Enterprise
Income Tax by the State Council (the “Income Tax Preferential Policy”) which was
implemented on 1 January 2008, the enterprise income tax rates has been unified at 25%
since 1 January 2008, with no distinction in treatment between domestic enterprises or
foreign investment enterprises. According to the new PRC Enterprise Income Tax Law (the
“EIT Law”) and its implementation rules that became effective on 1 January 2008,
dividends payable by foreign invested enterprises, such as subsidiaries and joint ventures in
the PRC out of their post-2007 retained earnings, to their foreign investors are subject to a
withholding tax at 10% unless any lower tax treaty rate is applicable. The profits earned by
foreign-invested enterprises after 1 January 2008 that are distributed to foreign investors
shall be subject to enterprise income tax pursuant to the EIT Law. Under the EIT Law,
enterprises established under the laws of foreign jurisdictions but whose “de facto
management body” is located in the PRC may be treated as “resident enterprises” for
PRC tax purposes and will be subject to PRC income tax at the prevailing rate of 25% on
their worldwide income. The dividends paid by these foreign shareholders to their foreign
investors could be subject to a 10% withholding tax unless any lower tax treaty rate is
applicable.

We believe our Company is not a resident enterprise for PRC enterprise income tax
purposes, because our Company is not incorporated in the PRC and its de facto
management body is not located in the PRC. Therefore, dividends distributed by our
Company to its overseas investors are not subject to the withholding tax. The EIT Laws,
imposes a withholding tax at the rate of 10% on dividends paid to non-PRC resident
enterprises by PRC resident enterprises as such dividends are regarded as income resourced
from the PRC, unless there is an applicable tax treaty with the PRC that provides for a
different withholding arrangement and we are deemed to be entitled to such favorable
treatment. As such, dividends distributed by Perfect Shape Consultancy, being a foreign
investment enterprise, are subject to a withholding tax at the rate of 10%, unless it is
approved to enjoy the favorable tax rate of 5% under the tax treaty between Hong Kong
and the PRC. Dividends distributed by other PRC subsidiaries to Perfect Shape
Consultancy as their sole sharecholder are not subject to EIT because they are dividends
distributed between qualified PRC resident enterprises.

The enterprise income tax rate of 25% is applicable to our PRC subsidiaries as their
dates of establishment were subsequent to 1 January 2008.
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Laws and Regulations Regarding Foreign Exchange

Foreign exchange in the PRC is primarily governed by the Foreign Currency
Administration Rules (the “Exchange Rules”), promulgated by the State Council on 29
January 1996 and amended on 14 January 1997 and 1 August 2008, and the Administration
Rules of the Settlement, Sale and Payment of Foreign Exchange (the “Administration
Rules”), promulgated by the People’s Bank of China on 20 June 1996. Pursuant to the
regulations mentioned above and various regulations issued by SAFE, as well as other
relevant PRC government authorities, the Renminbi is freely convertible only to the extent
of current account items, such as trade-related receipts and payments, interest and
dividends. For example, upon payment of the applicable taxes, foreign investment
enterprises may distribute dividends to their foreign investors by converting Renminbi
into foreign currencies and remitting such amounts outside of the PRC through their
foreign exchange bank accounts at designated foreign exchange banks without prior
approval by SAFE.

However, capital account items, such as direct equity investments, loans and
repatriation of investments require the prior approval of SAFE or its local counterpart
for the conversion of Renminbi into a foreign currency, such as U.S. dollars, and
remittances of the foreign currency outside the PRC.

Laws and regulations relating to labour and personnel

On 5 July 1994, the Labour Law of the People’s Republic of China (the “Labour Law™)
was announced by the Eighth Meeting of the Standing Committee of the Eighth National
People’s Congress, and became effective on 1 January 1995. Pursuant to the Labour Law,
an employer unit should establish and perfect a regime system to safeguard the labour rights
enjoyed and the labour obligations performed by labourers, to enter into written labour
contracts to establish labour relationship with labourers, to safeguard the rest and holiday
periods of labourers, to implement same pay for same work, not to withhold or delay
payment of wages of labourers, and to establish a sound labour safety and health system, to
implement strictly the labour safety and health regulations and standards of the State, to
undertake labour safety and health education of labourers, to prevent accidents in the
course of labour and to reduce occupational hazards.

The Labour Contract Law of the People’s Republic of China (the “Labour Contract
Law”) and its Implementation Regulations, which became effective on 1 January 2008,
provide that a labour relationship should be established by entering into a written labour
contract. At the same time, the Labour Contract Law and its Implementation Regulations
have exacerbated the penalties for contravention of the provisions in respect of labour
emoluments, working hours, rest days and holidays, labour safety and health, insurance
benefits.

Laws and regulations relating to protection of consumer rights

We should comply with the laws and regulations relating to the protection of
consumers’ legal rights within the PRC in providing services to consumers. On 31 October
1993, the Consumer Rights Protection Law of the People’s Republic of China (the
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“Consumer Protection Law’) was passed by the Fourth Meeting of the Standing Committee
of the Eighth National People’s Congress on 31 October 1993 and became effective on 1
January 1994. Pursuant to the Consumer Protection Law, consumers shall enjoy a series of
rights, including the right not to be harmed in respect of personal and property safety, the
right to know the true situation of goods purchased or used or services accepted, the right to
choose goods or services, the right to fair trading, the right to obtain damages and
compensation legally, the right to establish society or organisation to sustain and protect
personal legal interests legally, the right to obtain knowledge relating to consumption and
consumer rights protection, the right to have personal dignity, customs and practices being
respected and the right to supervise goods and services and safeguard consumer rights.

On 10 May 2011, the Beijing Administration Bureau of Industry and Commerce
published the Key Terms of the Transaction Agreements of Prepaid Consumption Services
in Beijing (At FEAT 2 2 A A #0046 3K (the “Draft”) on its website for public opinions.
The official regulatory document was promulgated on 25 August 2011, and came into effect
on 1 September 2011, the name of which was changed to Guidance on the Transaction
Agreements of Prepaid Consumption Services in Beijing (Trail Implementation) (b5 i {H
BRANMN IR 5 G RAT A$55] GAT)) (the “Guidance”). The Guidance applies to
transactions in Beijing in such industries as leisure and entertainment, beauty and
hairdressing, body-shaping and fitness, automobile maintenance, and bathing, where the
consumers need to make prepayments for services provided in installments.

Pursuant to the Draft and the Guidance, the operator shall display in an obvious way
the terms of use of the business sites so that the consumers will have the same knowledge.
Before accepting the prepayment, the operator shall, subject to the specialty of the
transaction, informing the consumer the following information: the time, place, and manner
of the services to be provided, scope and authorisation of the use, standard of the price,
favorable conditions, standard of the services, brand names of the products used, term of
validity or times of the services, lost and replacement, transfer and refunding, and liabilities
of breach. The consumer has the right to ask the operator to record all oral undertakings in
writing. Pursuant to the Guidance, service providers shall provide a cooling-off period of
seven days after payment to their customers. Upon expiry of the prepaid contracts, in
respect of the unused portion of expired prepaid packages, service providers shall offer one
of the following options to their clients: (i) one free extension of the term of service for not
less than half of the original term; (ii) refund of the unused service fees; (iii) provision of
alternative service arrangements within an agreed term at a prevailing price, however the
unused service fees can still be refunded upon requirement of the customer. Any disputes
between the operator and the consumer can be resolved through negotiation, mediation
before the consumer associations or similar industry associations, or claim with the
government authorities. The parties may as well resort to civil litigations or arbitrations.

As advised by our PRC Legal Advisor, the Guidance does not prescribe any
administrative liabilities on violation of the Guidance, is not mandatory in nature and is
only applicable to transactions in Beijing after the effective date. We have not followed the
recommended practices in the Guidance with respect to our operations in Beijing since the
Guidance is newly issued and its actual implementation is still not certain, the compliance is
voluntary in nature, and may impose additional operating cost on our Group, as advised by
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our PRC Legal Advisor, departure from the Guidance will not result in any material legal
consequence to us. We will follow the Guidance once the PRC Government legislates the
practices and promulgates the relevant laws and regulations.

Laws and regulations relating to publication of advertisements

The Advertising Law of the PRC was adopted in the Tenth Meeting of the Standing
Committee of the Eighth National People’s Congress of the PRC on 27 October 1994 and
took effect on 1 February 1995.

The Advertising Law requires that advertisers, advertisement operators and
advertisement publishers shall abide by such advertising laws when engaging in
advertising business within the territory of the PRC. The term “advertisers” refers to any
legal person, economic organisations or individuals that, directly or through certain agents,
design, produce and publish advertisements for the purpose of promoting products or
providing services.

Pursuant to the Advertising Law, advertisements shall not contain any false contents
or misrepresent to or mislead the consumers. An advertisement should present distinct and
clear specifications on the product’s function, place of origin, uses, quality, price,
manufacturer, validity period, promises or the contents, forms, quality, price or promises
of the services offered. Where a gift is attached to a commodity or services supplied, the
advertisement concerned should clearly define the kind and quantity of the attached gift.
An advertisement should not have any content that denigrates the commodities or services
of other producers or operators. For acts of falsely advertising commodities or services in
violation of this law, the advertising supervision and administration organisations shall
order the advertisers to stop publication and to use the amount of expense equal to the
expenses for advertising to make open corrections to offset the influence within
corresponding scope and to pay a fine ranging from twice to less than five times the
amount used for advertising.

HONG KONG

There is at present no specific legislation governing the provision of slimming and
beauty services and products in respect of our business in Hong Kong, including
qualification of the employed personnel or devices used, save and except legislation
governing medical practitioners and Chinese medical practitioners. There is also no specific
legislation regulating the import or sale of medical devices in Hong Kong except for those
containing pharmaceutical products or radioactive substances. We are not engaged in the
import or sales of medical devices containing pharmaceutical products or radioactive
substances.

However, our operations in Hong Kong are subject to certain general rules and
regulations in relation to food, health, safety, importation and exportation, medical
practitioners and Chinese medical practitioners.
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Public Health and Municipal Services Ordinance

Food products which do not contain Chinese medicines or western medicines are
regulated under the Public Health and Municipal Services Ordinance (Cap 132 of the Laws
of Hong Kong) whereas no registration, licensing or permit is required for importing or
selling such food products. The Public Health and Municipal Services Ordinance covers
general protection for food purchasers, offences in connection with sale of unfit food and
adulterated food, composition and labelling of food, food hygiene, seizure and destruction
of unfit food. Pursuant to the Public Health and Municipal Services Ordinance, no person
shall add any substance to food, use any substance as an ingredient in the preparation of
food, abstract any constituent from food, or subject food to any other process or treatment,
so as (in any such case) to render the food injurious to health, with intent that the food shall
be sold for human consumption in that state. The Public Health and Municipal Services
Ordinance also provides that any person shall be guilty for selling any food or drug which is
not of the nature, or not of the substance, or not of the quality, of the food or drug
demanded by a purchaser. Further, any person who sells or offers any food intended for,
but unfit for, human consumption, or any drug intended for use by man but unfit for that
purpose, shall be guilty of an offence.

Food and Drugs (Composition and Labelling) Regulations

Pursuant to the Food and Drugs (Composition and Labelling) Regulations (Cap 132W
of the Laws of Hong Kong), all prepackaged food should be labelled in either English or
Chinese or in both languages with its food name or designation, list of ingredients,
indication of “best before” or “use by” date, statement of special conditions for storage or
instructions for use, count, weight or volume and Name and address of manufacturer or
packer. Further, Schedule 5 of the Food and Drugs (Composition and Labelling)
Regulations states that, the prepackaged food shall be legibly marked or labelled with a
list of nutrients setting out the energy value of the food, the content of the certain nutrients
contained in the food and if applicable, the content of any other nutrient contained in the
food for which a nutrition claim is made on the food label.

Any person who sells pre-packaged food without proper label shall be guilty of an
offence.

The Consumer Goods Safety Regulation

The Consumer Goods Safety Regulation (Cap 456A of the Laws of Hong Kong)
requires that any warning or caution with respect to the safe keeping, use, consumption or
disposal of any consumer goods must be given in both Chinese and English. Further, the
warning or caution must be legible and placed in a conspicuous position on the consumer
goods themselves, on any package containing the consumer goods, or be a label securely
affixed to the package, or be a document enclosed within the package.
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Trade Descriptions Ordinance

The Trade Descriptions Ordinance (Cap 362 of the Laws of Hong Kong) prohibits
vendors of goods from providing false descriptions. Any person who in the course of any
trade or business applies a false description to any goods, or supplies any goods to which a
false trade description is applied, or has in his possession for sale or for any purpose of
trade or manufacture any goods to which a false trade description is applied, commits an
offence. Any person who imports any goods to which a false trade description is applied
commits an offence, unless he proves that he did not know, had no reason to suspect and
could not with reasonably diligence have found out that the goods are goods to which a
false trade description is applied.

Import and Export Ordinance

The import and export of slimming and beauty products (other than pharmaceutical
products and medicines as defined by the Pharmacy and Poisons Ordinance (Cap 138 of the
Laws of Hong Kong) and Chinese herbal medicines specified in the Chinese Medicine
Ordinance (Cap 549 of the Laws of Hong Kong)) are not subject to control under the
Import and Export Ordinance (Cap 60 of the Laws of Hong Kong).

Medical Registration Ordinance and Chinese Medicine Ordinance

Medical practitioners and Chinese medical practitioners are subject to Medical
Registration Ordinance (Cap 161 of the Laws of Hong Kong) and Chinese Medicine
Ordinance (Cap 549 of the Laws of Hong Kong) respectively. According to Medical
Registration Ordinance, a western medicine practitioner is required to be registered with the
Medical Council of Hong Kong under Medical Registration Ordinance before he is
permitted to practice medicine and surgery in Hong Kong. According to Chinese Medicine
Ordinance, a Chinese medicine practitioner is required to be listed or registered under
Chinese Medicine Ordinance before he is permitted to practice Chinese Medicine in Hong
Kong.

Undesirable Medical Advertisements Ordinance

The Undesirable Medical Advertisements Ordinance (Cap 231 of the Laws of Hong
Kong) prohibits any persons to advertise any medicine, surgical appliance or treatment in
relation to the correction of deformity or the surgical alteration of a person’s appearance.

Publication of Advertisements

The publication of advertisements in Hong Kong may be subject to, among others, the
Undesirable Medical Advertisements Ordinance (Chapter 231 of the Laws of Hong Kong),
the Race Discrimination Ordinance (Chapter 602 of the Laws of Hong Kong), the Sex
Discrimination Ordinance (Chapter 480 of the Laws of Hong Kong), the Disability
Discrimination Ordinance (Chapter 487 of the Laws of Hong Kong), the Personal Data
(Privacy) Ordinance (Chapter 486 of the Laws of Hong Kong), the Copyright Ordinance
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(Chapter 528 of the Laws of Hong Kong) and laws relating to, amongst other things, libel
and defamation, intellectual property rights, public security, solicitation, gambling,
pornography, confidentiality, contempt of court and infringement of third parties’ rights.

Regulatory Authorities

Our business operation in Hong Kong is principally subject to the regulation of the
Food and Health Bureau, the Food and Environmental Hygiene Department, the Centre
for Food Safety and the Hong Kong Consumer Council.

Food and Health Bureau is a government bureau that oversees policies on food and
health issues in Hong Kong. The Food and Environmental Hygiene Department is
responsible for the enforcement of the relevant laws and regulations. It may take samples of
all kinds of food products at their points of entry to Hong Kong and may prohibit or
restrict importation of a food product if it is found to be harmful to public health. The
Centre for Food Safety has the power to make an order to prohibit the import or supply
and to order a recall of the food under certain conditions.

The Hong Kong Consumer Council protects the rights of consumers. Consumers have
a right to dispute the price or quality of services if they find it unsatisfactory. The Council
also assists the consumers in cases of false claims made by companies with respect to a
specific service offered by them.

MACAU

There is at present no specific legislation governing the provision of slimming and
beauty services and products, as well as the provision of medical beauty services in respect
of our business in Macau, including qualification of the employed personnel or devices
used, save and except legislation governing medical practitioners and Chinese medical
practitioners. There is also no specific legislation regulating the import or sale of medical
devices in Macau except for those containing pharmaceutical products or radioactive
substances. Perfect Shape Macau is not engaged in any import or sales of medical devices
containing pharmaceutical products or radioactive substances.

However, the operations of Perfect Shape Macau in Macau are subject to certain
general rules and regulations in relation to business operation, food, health, safety,
importation and exportation, medical practitioners and Chinese medical practitioners.

Legal Regime of Administrative Licensing of Certain Economic Activities (Decree-Law n.°
47/98/M)

Decree-Law n.” 47/98/M stipulated that certain economic activities conduct in Macau

and subject to administrative licensing by the Institute of Civil and Municipal Affairs
(“ICMA”).
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According to the said legislation, administrative licensing to conduct business in
relation to slimming and beauty service will be granted by way of submitting a written
notification to the ICMA prior to the commencement of the business within the time period
prescribed in the mentioned legislation should the ICMA has no objection to the
application.

Operators of business activities stipulated in Decree-Law n.° 47/98/M without the
appropriate administrative licensing shall be illegal and shall be liable to administrative fine
together with an order of closure of establishment.

Law of Offense Acts against Public Health and Economy (Law n.° 6/96/M )

Food products ™°* D which do not contain any Chinese medicines, western medicines,

and products or substances (which are not subject to the control under the Foreign Trade
Law) are governed by the Law n.” 6/96/M, and there is no registration, licensing or permit
required for selling of such food products. Law n.” 6/96/M sets out a general legal
framework covering including but not limited to the general protection to the food
purchasers, offences in connection with the sale of unfit food and adulterated food, the
composition and labeling of food, food hygiene, the seizure and destruction of unfit food.
According to the Law n.” 6/96/M, no person shall add any substance to food, use any
substance as ingredient in the course of preparation of food, abstract any constituent from
food, or undergo any process or treatment to food, so as (in any such case) to render the
food injurious to health, with intention that the food shall be sold for human consumption
in that state. Besides, the Law n.” 6/96/M also provides that any person shall be guilty for
selling any food which is not of the nature, substance, quality, the food or drug as
demanded by the purchaser. Furthermore, any person who sells or offers any food intended
for, but unfit for, human consumption, or any drug intended for use by human but unfit for
that purpose, shall be considered as an offence.

Prepared Food (Composition and Labeling) Regulation (Decree-Law n.° 50/92/M)

According to the Decree-Law n.° 50/92/M, all prepackaged food and non-prepackaged
food should be labeled in either English, Portuguese or Chinese (prepackaged food and
non-prepackaged food which produced in Macau should be labeled in both of Portuguese
and Chinese) by indicating its name or designation, list of ingredients included the additive,
minimum duration date, statement of special conditions for storage or instructions for use,
net weight, identification of Lot, country of origin and name and address of the person
responsible for the labeling or importer.

It is an offence for any person who sells pre-packaged food or non-prepackaged food
without proper label.

Note 1: According to the Decree-Law n.” 6/96/M, “food” means any substance for human consumption,
treated or untreated, including all ingredients used in their manufacture, preparation and processing,
and shall include drinks and chewing gum.
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General Regime of Product Safety (Administrative Regulation n.” 17/2008)

Administrative Regulation n.° 17/2008, sets out a general regime in relation to product
safety in Macau, stipulates that only safety product ™N°'® 2 can be placed on the market.
Besides, manufacturer has the obligation to ensure that written caution or warning notice in
Portuguese or Chinese with respect to the safety keeping, use, consumption or disposal of
any products shall be enclosed to the product. Furthermore, distributor is also required to
suspend the distribution of any product which is considered as unsafe based on the
information available and their professional knowledge. In addition, manufacturer, as well
as distributor, has the obligation to carry out all prevention for the unsafe products and
exercise a safety testing on product sample once requested by the relevant authorities.

Any person who does not observe the rules set forth in the said legislation shall be
subject to the penalty prescribed therein.

Foreign Trade Law (Law n.° 7/2003)

In Macau, the import and export of slimming and beauty products (other than
products and substances in connection to medicine as listed in import and export lists
annexed in the Chief Executive Despatch n.° 368/2006 and Chief Executive Despatch n.°
180/2010 respectively ) are not subject to control under Law n.° 7/2003 which is known as
the Foreign Trade Law of Macau.

Licensing for Provision of Private Health Care Activity Regulation (Decree-Law n.° 84/90/M)

The medical practitioners and Chinese medical practitioners employed by the Macau
Perfect Shape are subject to Decree-Law n.° 84/90/M. According to the said legislation, a
western medicine practitioner or a Chinese medical practitioner is required to be registered
with the Health Bureau (“HB”) before practising medicine and surgery in Macau. Besides,
the establishment where western medicine practitioner or Chinese medical practitioner
practicing medicine and surgery is also required to be registered with the said authority
before the commencement of the provision of medical service.

Any person who practices medicine and surgery or opens any medical establishment
which is not in compliance with the said legislation shall be subject to fine and an order of
closure of his/her establishment.

Note 2: According to the Administrative Regulation n.® 17/2008, “product” does not include food, real estate,
aircraft, ship or vehicle, transited or exported product, used product such as antiques or goods sold in
the secondhand market, and products of which their safety that are subject to other specific
legislations.
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General Regime of Advertisement Activities (Law n.° 7/89/M)

Law n.? 7/89/M sets out the general legal regime in respect of advertisement activities
which contains certain specific provisions concerning consumer protection and some
products and services (including but not limited to vehicle, medical and medical treatment,
building). There are also certain provisions in relation to advertisement contained in
various specific legislations in relation to specific types of goods (such as tobacco, spirits
and pornographic materials). There is no specific law and regulation governing
advertisements in relation to beauty services which do not involve medical or surgical
services. As a general requirement under the said Law n.° 7/89/M, information about the
source, nature, ingredient, function and conditions in relation to the goods to be sold or the
services to be provided shall be true and provable, and it is prohibited to include any
information which may lead to misunderstanding of the public by means or by ways of
technology, subconsciousness or concealment.

Regulatory Authorities

The business operation of Macau Perfect Shape is generally subject to the supervision
of the following authorities: the ICMA, the Economic Bureau (“EB”), the HB and the
Macau Consumer Council.

The ICMA is the authority responsible for administrative licensing of operation of
slimming and beauty service, where the EB oversees policies on food and health issues in
Macau, and it is also one of the principal authorities responsible for the enforcement of the
relevant laws and regulations. The EB and the ICMA may take samples of any kinds of
food products at the border and may prohibit or restrict any importation of a food product
if it has been found that it may cause harmful to public health.

The mission of the Macau Consumer Council is to protect the rights of consumers. The
consumers shall be entitled to complain for the unsatisfied price or quality of services. The
Macau Consumer Council also assists consumers in case if there are any false claim made by
the service providers with respect to specific services.
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BUSINESS DEVELOPMENT
(1) Introduction

Our history can be traced back to 2003 when Dr. Au-Yeung set up Perfect Shape &
Skin to operate our first slimming and beauty service centre under the brand name “Perfect
Shape @J35” in Mongkok, Hong Kong. Since then, we continued our growth and
expanded all over Hong Kong Island, Kowloon and the New Territories. We continued to
build up our reputation and client base. Based on our successful experience in Hong Kong,
we could see the potential for development in the PRC. Therefore, in 2009, we entered the
PRC market. We opened our first service centre in the PRC at Jinguanghua Plaza (Y&t
#JE15), Shenzhen. We expanded rapidly in the PRC market since then which also
contributed to the growth of our operating results during the Track Record Period.
Through years of development, we have established our “Perfect Shape ¥/ % brand as a
well-recognised icon for the provision of quality and effective slimming services. As at the
Latest Practicable Date, we had 57 service centres. 44 of them were located in 10 major
cities in the PRC, namely Shanghai, Guangzhou, Shenzhen, Beijing, Dongguan, Foshan,
Chengdu, Nanjing, Tianjin and Chongqing, 12 of them were in Hong Kong and one in
Macau. We possessed a well-established client base with more than 90,000 members. Our
goal is to further expand our PRC operations and we intend to open 106 additional service
centres in the PRC for the four years ending 31 March 2015.

(2) Business milestones
The following table sets forth our business development milestones:

Financial Year Business achievements

2003 e Our first operating subsidiary, Perfect Shape & Skin, was
incorporated, which marked our inception. We began to
provide slimming and beauty services under our brand name
“Perfect Shape Wy i,

2004 e  We began sales of slimming and beauty products to complement
our services.

2005 e We opened three service centres in Hong Kong which were
located in Causeway Bay, Tsuen Wan and Mongkok.

2006 e  We opened one service centre in Hong Kong which was located
in Tsim Sha Tsui.

2007 e  We opened six service centres in Hong Kong which were located
in Central, Kowloon Bay, Yuen Long, Tseung Kwan O, Tuen
Mun and Sheung Shui.

e Our Macau operating subsidiary, Perfect Shape Macau, was
incorporated and we began to provide slimming and beauty
services under our brand name “Perfect Shape 2% 4™ in Macau.
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2008 e We opened nine service centres in Hong Kong which were
located in Hunghom, Ma On Shan, Tai Po, Causeway Bay,
Wanchai, North Point, Kowloon City, Mongkok and Kwun
Tong.

e We had a total of 20 service centres scattering in the Hong Kong
Island, Kowloon and the New Territories.

2009 e  Our first PRC operating subsidiary, Perfect Shape Consultancy,
was incorporated and we began to provide slimming and beauty
services under our brand name “Perfect Shape %" in the
PRC.

2010 e  We opened six service centres in the PRC comprising two centres
in Shenzhen, one centre in Shanghai, one centre in Beijing and
two centres in Guangzhou.

2011 e  We operated 44 service centres in the PRC comprising 12 centres
in Shanghai, 10 centres in Guangzhou, 6 centres in Shenzhen, 6
centres in Beijing and 10 centres in other cities.

CORPORATE DEVELOPMENT
Hong Kong and Macau Subsidiaries

We have been providing slimming and beauty services under our brand “Perfect Shape
WA Y since our inception in December 2003 in Hong Kong. In December 2003, Perfect
Shape & Skin was incorporated in Hong Kong and our first service centre was established in
Mongkok, Hong Kong.

Between 2005 to 2007, the Group’s network of service centres expanded gradually in
Hong Kong and the following Group companies were incorporated in Hong Kong and
Macau.

Dr. Face

Dr. Face was incorporated on 8 November 2007 in Hong Kong as a limited
liability company. It currently operates the service centres under the brand name of Dr.
Face. Upon its incorporation, Dr. Face has an authorised share capital of HK$10,000
divided into 10,000 shares of HK$1 each and it allotted and issued 5,100 shares to Dr.
Au-Yeung, 2,500 shares to Ms. Au-Yeung Hung and 2,400 shares to Ms. Au-Yeung
Wai respectively.

Perfect Shape Advertising

Perfect Shape Advertising was incorporated on 29 June 2007 in Hong Kong as a
limited liability company for the purpose of providing advertising services to our
Group. Upon its incorporation, Perfect Shape Advertising has an authorised share

— 08 —



HISTORY AND REORGANISATION

capital of HK$10,000 divided into 10,000 shares of HK$1 each and it allotted and
issued 5,000 shares to Dr. Au-Yeung and 5,000 shares to Ms. Au-Yeung Wai
respectively.

Perfect Shape & Skin Management

Perfect Shape & Skin Management was incorporated on 19 September 2006 in
Hong Kong as a limited liability company for the purpose of holding trademarks for
our Group. Upon its incorporation, Perfect Shape & Skin Management has an
authorised share capital of HK$10,000 divided into 10,000 shares of HK$1 each and it
allotted and issued 4,900 shares to Ms. Li Yi Fan, 3,600 shares to Ms. Au-Yeung Wai
and 1,500 shares to Ms. Au-Yeung Hung respectively. Pursuant to the trust deed dated
19 December 2006, Ms. Li Y1 Fan held the 4,900 shares on trust on behalf of Dr. Au-
Yeung due to a family arrangement since the date of incorporation of Perfect Shape &
Skin Management. Our Hong Kong legal advisors are of the view that the trust
arrangement as between Ms. Li Yi Fan and Dr. Au-Yeung is legally binding and valid.
On 8 July 2009, Ms. Li Yi Fan transferred 1,000 shares and 3,900 shares she held in
Perfect Shape & Skin Management to Ms. Au-Yeung Hung and Dr. Au-Yeung at a
consideration of HKS$1,000 and HKS$3,900 respectively and Ms. Au-Yeung Wai
transferred 1,200 shares she held in Perfect Shape & Skin Management to Dr. Au-
Yeung at a consideration of HK$1,200.

Perfect Shape & Skin

Perfect Shape & Skin was incorporated on 3 December 2003 in Hong Kong as a
limited liability company for the purpose of renting machinery to members of our
Group. Upon its incorporation, Perfect Shape & Skin has an authorised share capital
of HK$10,000 divided into 10,000 shares of HK$1 each and it allotted 5,000 shares to
Ms. Ng Sze Wai and 5,000 shares to Ms. Li Yi Fan. The authorised share capital of
Perfect Shape & Skin was increased from HK$10,000 to HK$20,000 on 13 April 2006
and 10,000 shares were allotted for cash to Dr. Au-Yeung. On 24 June 2006, Ms. Ng
Sze Wai transferred 5,000 shares she held in Perfect Shape & Skin to Dr. Au-Yeung at
a consideration of HK$5,000. On 4 July 2006, Dr. Au-Yeung transferred 4,800 shares
to Ms. Li Yi Fan, 3,000 shares to Ms. Au-Yeung Hung and 7,200 shares to Ms. Au-
Yeung Wai at a consideration of HK$14,400, HK$9,000 and HK$21,600 respectively
and Perfect Shape & Skin was owned as to 49%, 15% and 36% by Ms. Li Yi Fan, Ms.
Au-Yeung Hung and Ms. Au-Yeung Wai respectively.

Perfect Shape & Skin CNT

Perfect Shape & Skin CNT was incorporated on 5 December 2006 in Hong Kong
as a limited liability company. It currently operates the service centre in Central. Upon
its incorporation, Perfect Shape & Skin CNT has an authorised share capital of
HK$10,000 divided into 10,000 shares of HK$1 each and it allotted and issued 4,900
shares to Ms. Li Yi Fan, 3,600 shares to Ms. Au-Yeung Wai and 1,500 shares to Ms.
Au-Yeung Hung respectively. Pursuant to the trust deed dated 5 December 2006, Ms.
Li Yi Fan held the 4,900 shares on trust on behalf of Dr. Au-Yeung due to a family
arrangement since the date of incorporation of Perfect Shape & Skin CNT. Our Hong
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Kong legal advisors are of the view that the trust arrangement as between Ms. Li Yi
Fan and Dr. Au-Yeung is legally binding and valid. On 8 July 2009, Ms. Li Yi Fan
transferred 1,000 shares and 3,900 shares she held in Perfect Shape & Skin CNT to Ms.
Au-Yeung Hung and Dr. Au-Yeung at a consideration of HK$1,000 and HK$3,900
respectively and Ms. Au-Yeung Wai transferred 1,200 shares she held in Perfect Shape
& Skin CNT to Dr. Au-Yeung at a consideration of HK$1,200.

Perfect Shape & Skin SS

Perfect Shape & Skin SS was incorporated on 6 December 2006 in Hong Kong as a
limited liability company. It operated the service centre in Sheung Shui until December
2010. However, due to relocation of resources within the Group, the service centre in
Sheung Shui was closed down and Perfect Shape & Skin SS is currently inactive. Upon
its incorporation, Perfect Shape & Skin SS has an authorised share capital of
HK$10,000 divided into 10,000 shares of HKS$1 each and it allotted and issued 4,900
shares to Ms. Li Yi Fan, 3,600 shares to Ms. Au-Yeung Wai and 1,500 shares to Ms.
Au-Yeung Hung respectively. Pursuant to the trust deed dated 6 December 2006, Ms.
Li Yi Fan held the 4,900 shares on trust on behalf of Dr. Au-Yeung due to a family
arrangement since the date of incorporation of Perfect Shape & Skin SS. Our Hong
Kong legal advisors are of the view that the trust arrangement as between Ms. Li Yi
Fan and Dr. Au-Yeung is legally binding and valid. On 8 July 2009, Ms. Li Yi Fan
transferred 1,000 shares and 3,900 shares she held in Perfect Shape & Skin SS to Ms.
Au-Yeung Hung and Dr. Au-Yeung at a consideration of HK$1,000 and HK$3,900
respectively and Ms. Au-Yeung Wai transferred 1,200 shares she held in Perfect Shape
& Skin SS to Dr. Au-Yeung at a consideration of HK$1,200.

Perfect Shape & Skin TKO

Perfect Shape & Skin TKO was incorporated on 2 August 2006 in Hong Kong as a
limited liability company. It operated the service centre in Tseung Kwan O until
August 2010. However, due to relocation of resources within the Group, the service
centre in Tseung Kwan O was closed down and Perfect Shape & Skin TKO is currently
inactive. Upon its incorporation, Perfect Shape & Skin TKO has an authorised share
capital of HK$10,000 divided into 10,000 shares of HKS$1 each and it allotted and
issued 4,900 shares to Ms. Li Yi Fan, 3,600 shares to Ms. Au-Yeung Wai and 1,500
shares to Ms. Au-Yeung Hung respectively. Pursuant to the trust deed dated 2 August
2006, Ms. Li Yi Fan held the 4,900 shares on trust on behalf of Dr. Au-Yeung due to a
family arrangement since the date of incorporation of Perfect Shape & Skin TKO. Our
Hong Kong legal advisors are of the view that the trust arrangement as between Ms. Li
Yi Fan and Dr. Au-Yeung is legally binding and valid. On 8 July 2009, Ms. Li Yi Fan
transferred 1,000 shares and 3,900 shares she held in Perfect Shape & Skin TKO to Ms.
Au-Yeung Hung and Dr. Au-Yeung at a consideration of HK$1,000 and HK$3,900
respectively and Ms. Au-Yeung Wai transferred 1,200 shares she held in Perfect Shape
& Skin TKO to Dr. Au-Yeung at a consideration of HK$1,200.
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Perfect Shape & Skin TM

Perfect Shape & Skin TM was incorporated on 6 December 2006 in Hong Kong as
a limited liability company. It currently operates the service centre in Tuen Mun. Upon
its incorporation, Perfect Shape & Skin TM has an authorised share capital of
HK$10,000 divided into 10,000 shares of HK$1 each and it allotted and issued 4,900
shares to Ms. Li Yi Fan, 3,600 shares to Ms. Au-Yeung Wai and 1,500 shares to Ms.
Au-Yeung Hung respectively. Pursuant to the trust deed dated 6 December 2006, Ms.
Li Yi Fan held the 4,900 shares on trust on behalf of Dr. Au-Yeung due to family
arrangement since the date of incorporation of Perfect Shape & Skin TM. Our Hong
Kong legal advisors are of the view that the trust arrangement as between Ms. Li Yi
Fan and Dr. Au-Yeung is legally binding and valid. On 8 July 2009, Ms. Li Yi Fan
transferred 1,000 shares and 3,900 shares she held in Perfect Shape & Skin TM to Ms.
Au-Yeung Hung and Dr. Au-Yeung at a consideration of HK$1,000 and HK$3,900
respectively and Ms. Au-Yeung Wai transferred 1,200 shares she held in Perfect Shape
& Skin TM to Dr. Au-Yeung at a consideration of HK$1,200.

Perfect Shape & Skin TW

Perfect Shape & Skin TW was incorporated on 24 November 2005 in Hong Kong
as a limited liability company. It operated the service centre in Tsuen Wan until June
2010 and is currently inactive. Upon its incorporation, Perfect Shape & Skin TW has
an authorised share capital of HK$10,000 divided into 10,000 shares of HK$1 each and
it allotted and issued 5 shares to Ms. Ng Sze Wai and 5 shares to Ms. Li Yi Fan. On 10
April 2006, Perfect Shape & Skin TW further allotted and issued 5,100 share to Dr.
Au-Yeung, 3,290 shares to Ng Sze Wai, 800 shares to Ms. Au-Yeung Hung and 800
shares to Ms. Au-Yeung Wai respectively. On 13 April 2006, the authorised share
capital of Perfect Shape & Skin TW was increased from HK$10,000 to HK$20,000 and
10,000 shares were allotted and issued to Dr. Au-Yeung. On 24 June 2006, Ms. Ng Sze
Wai transferred 3,295 shares she held in Perfect Shape & Skin TW to Dr. Au-Yeung at
a consideration of HK3,295. On 4 July 2006, Dr. Au-Yeung transferred 6,400 shares,
2,200 shares and 9,795 shares he held in Perfect Shape & Skin TW to Ms. Au-Yeung
Wai, Ms. Au-Yeung Hung and Ms. Li Yi Fan, at a consideration of HK$6,400,
HK$2,200 and HK$9,795, respectively and thus Perfect Shape & Skin TW was owned
as to 49%, 15% and 36% by Ms. Li Yi Fan, Ms. Au-Yeung Hung and Ms. Au-Yeung
Wali respectively.

Perfect Shape & Skin YL

Perfect Shape & Skin YL was incorporated on 5 July 2006 in Hong Kong as a
limited liability company. It currently operates the service centre in Yuen Long. Upon
its incorporation, Perfect Shape & Skin YL has an authorised share capital of
HK$10,000 divided into 10,000 shares of HK$1 each and it allotted and issued 4,900
shares to Ms. Li Yi Fan, 3,600 shares to Ms. Au-Yeung Wai and 1,500 shares to Ms.
Au-Yeung Hung respectively. Pursuant to the trust deed dated 5 July 2006, Ms. Li Yi
Fan held the 4,900 shares on trust on behalf of Dr. Au-Yeung due to a family
arrangement since the date of incorporation of Perfect Shape & Skin YL. Our Hong
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Kong legal advisors are of the view that the trust arrangement as between Ms. Li Yi
Fan and Dr. Au-Yeung is legally binding and valid. On 8 July 2009, Ms. Li Yi Fan
transferred 1,000 shares and 3,900 shares she held in Perfect Shape & Skin YL to Ms.
Au-Yeung Hung and Dr. Au-Yeung at a consideration of HK$1,000 and HK$3,900
respectively and Ms. Au-Yeung Wai transferred 1,200 shares she held in Perfect Shape
& Skin YL to Dr. Au-Yeung at consideration of HK$1,200.

Perfect Shape & Spa

Perfect Shape & Spa was incorporated on 23 March 2007 in Hong Kong as a
limited liability company. It currently operates the service centre in Sha Tin. Upon its
incorporation, Perfect Shape & Spa has an authorised share capital of HK$10,000
divided into 10,000 shares of HK$1 each and it allotted and issued 4,900 shares to Ms.
Li Yi Fan, 3,100 shares to Ms. Au-Yeung Wai and 2,000 shares to Ms. Au-Yeung
Hung respectively. Pursuant to the trust deed dated 23 March 2007, Ms. Li Yi Fan held
the 4,900 shares on trust on behalf of Dr. Au-Yeung due to a family arrangement since
the date of incorporation of Perfect Shape & Spa. Our Hong Kong legal advisors are of
the view that the trust arrangement as between Ms. Li Yi Fan and Dr. Au-Yeung is
legally binding and valid. On 8 July 2009, Ms. Li Yi Fan transferred 500 shares and
4,400 shares she held in Perfect Shape & Spa to Ms. Au-Yeung Hung and Dr. Au-
Yeung at a consideration of HK$500 and HK§4,400 respectively and Ms. Au-Yeung
Wai transferred 700 shares she held in Perfect Shape & Spa to Dr. Au-Yeung at
consideration of HK$700.

Perfect Shape & Spa CWB

Perfect Shape & Spa CWB was incorporated on 30 March 2007 in Hong Kong as a
limited liability company. It currently operates the service centre in Causeway Bay.
Upon its incorporation, Perfect Shape & Spa CWB has an authorised share capital of
HK$10,000 divided into 10,000 shares of HK$1 each and it allotted and issued 4,900
shares to Ms. Li Yi Fan, 3,100 shares to Ms. Au-Yeung Wai and 2,000 shares to Ms.
Au-Yeung Hung respectively. Pursuant to the trust deed dated 23 March 2007, Ms. Li
Yi Fan held the 4,900 shares on trust on behalf of Dr. Au-Yeung due to a family
arrangement since the date of incorporation of Perfect Shape & Spa CWB. Our Hong
Kong legal advisors are of the view that the trust arrangement as between Ms. Li Yi
Fan and Dr. Au-Yeung is legally binding and valid. On 8 July 2009, Ms. Li Yi Fan
transferred 500 shares and 4,400 shares she held in Perfect Shape & Spa CWB to Ms.
Au-Yeung Hung and Dr. Au-Yeung at a consideration of HK$500 and HK$4,400
respectively and Ms. Au-Yeung Wai transferred 700 shares she held in Perfect Shape &
Spa CWB to Dr. Au-Yeung at a consideration of HK$700.

Perfect Shape & Spa KT

Perfect Shape & Spa KT was incorporated on 8 November 2007 in Hong Kong as
a limited liability company. It operated the service centre in Kwun Tong until October
2011. However, due to relocation of resources within the Group, the service centre in
Kwun Tong was closed down and Perfect Shape & Spa KT is currently inactive. Upon
its incorporation, Perfect Shape & Spa KT has an authorised share capital of
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HK$10,000 divided into 10,000 shares of HK$1 each and it allotted and issued 5,100
shares to Dr. Au-Yeung, 2,500 shares to Ms. Au-Yeung Hung and 2,400 shares to Ms.
Au-Yeung Wai respectively.

Perfect Shape & Spa MK

Perfect Shape & Spa MK was incorporated on 30 March 2007 in Hong Kong as a
limited liability company. It currently operates the service centre in Mong Kok. Upon
its incorporation, Perfect Shape & Spa MK has an authorised share capital of
HK$10,000 divided into 10,000 shares of HK$1 each and it allotted and issued 4,900
shares to Ms. Li Yi Fan, 3,600 shares to Ms. Au-Yeung Wai and 1,500 shares to Ms.
Au-Yeung Hung respectively. Pursuant to the trust deed dated 30 March 2007, Ms. Li
Yi Fan held the 4,900 shares on trust on behalf of Dr. Au-Yeung due to a family
arrangement since the date of incorporation of Perfect Shape & Spa MK. Our Hong
Kong legal advisors are of the view that the trust arrangement as between Ms. Li Yi
Fan and Dr. Au-Yeung is legally binding and valid. On 8 July 2009, Ms. Li Yi Fan
transferred 500 shares and 4,400 shares she held in Perfect Shape & Spa MK to Ms.
Au-Yeung Hung and Dr. Au-Yeung at a consideration of HK$500 and HK$4,400
respectively and Ms. Au-Yeung Wai transferred 700 shares she held in Perfect Shape &
Spa MK to Dr. Au-Yeung at a consideration of HK$700.

Perfect Shape & Spa MOS

Perfect Shape & Spa MOS was incorporated on 8§ November 2007 in Hong Kong
as a limited liability company. It operated the service centre in Ma On Shan until
March 2010. However, due to relocation of resources within the Group, the service
centre in Ma On Shan was closed down and Perfect Shape & Spa MOS is currently
inactive. Upon its incorporation, Perfect Shape & Spa MOS has an authorised share
capital of HK$10,000 divided into 10,000 shares of HK$1 each and it allotted and
issued 5,100 shares to Dr. Au-Yeung, 2,500 shares to Ms. Au-Yeung Hung and 2,400
shares to Ms. Au-Yeung Wai respectively.

Perfect Shape & Spa NP

Perfect Shape & Spa NP was incorporated on 11 September 2007 in Hong Kong as
a limited liability company. It operated the service centre in North Point until
September 2011. However, due to relocation of resources within the Group, the service
centre in North Point was closed down and Perfect Shape & Spa NP is currently
inactive. Upon its incorporation, Perfect Shape & Spa NP has an authorised share
capital of HK$10,000 divided into 10,000 shares of HK$1 each and it allotted and
issued 5,100 shares to Dr. Au-Yeung, 2,500 shares to Ms. Au-Yeung Hung and 2,400
shares to Ms. Au-Yeung Wai respectively.

Perfect Shape & Spa TP

Perfect Shape & Spa TP was incorporated on 4 December 2007 in Hong Kong as a
limited liability company. It currently operates the service centre in Tai Po. Upon its
incorporation, Perfect Shape & Spa TP has an authorised share capital of HK$10,000
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divided into 10,000 shares of HK$1 each and it allotted and issued 5,100 shares to Dr.
Au-Yeung, 2,500 shares to Ms. Au-Yeung Hung and 2,400 shares to Ms. Au-Yeung
Wali respectively.

Perfect Shape & Spa TST

Perfect Shape & Spa TST was incorporated on 10 August 2007 in Hong Kong as a
limited liability company. It currently operates the service centre in Tsimshatsui. Upon
its incorporation, Perfect Shape & Spa TST has an authorised share capital of
HK$10,000 divided into 10,000 shares of HK$1 each and it allotted and issued 5,100
shares to Dr. Au-Yeung, 2,500 shares to Ms. Au-Yeung Hung and 2,400 shares to Ms.
Au-Yeung Wai respectively.

Perfect Shape & Spa TW

Perfect Shape & Spa TW was incorporated on 5 July 2006 in Hong Kong as a
limited liability company. It currently operates the service centre in Tsuen Wan. Upon
its incorporation, Perfect Shape & Spa TW has an authorised share capital of
HK$10,000 divided into 10,000 shares of HKS$1 each and it allotted and issued 4,900
shares to Ms. Li Yi Fan, 3,600 shares to Ms. Au-Yeung Wai and 1,500 shares to Ms.
Au-Yeung Hung respectively. Pursuant to the trust deed dated 5 July 2006, Ms. Li Yi
Fan held the 4,900 shares on trust on behalf of Dr. Au-Yeung due to a family
arrangement since the date of incorporation of Perfect Shape & Spa TW. Our Hong
Kong legal advisors are of the view that the trust arrangement as between Ms. Li Yi
Fan and Dr. Au-Yeung is legally binding and valid. On 7 July 2009, Ms. Li Yi Fan
transferred 1,000 shares and 3,900 shares she held in Perfect Shape & Spa TW to Ms.
Au-Yeung Hung and Dr. Au-Yeung at a consideration of HK$1,000 and HK$3,900
respectively and Ms. Au-Yeung Wai transferred 1,200 shares she held in Perfect Shape
& Spa TW to Dr. Au-Yeung at a consideration of HK§1,200.

Perfect Shape Investment Shanghai

Perfect Shape Investment Shanghai was incorporated on 30 November 2007 in
Hong Kong as a limited liability company and it is a holding company of our Group
which directly holds the entire interest in the share capital of Perfect Shape
Consultancy and indirectly holds the entire interest in the PRC subsidiaries. Upon
its incorporation, Perfect Shape Investment Shanghai has an authorised share capital
of HK$10,000 divided into 10,000 shares of HKS$1 each and it allotted and issued 5,100
shares to Dr. Au-Yeung, 2,500 shares to Ms. Au-Yeung Hung and 2,400 shares to Ms.
Au-Yeung Wai respectively. Please refer to the paragraph headed “PRC Subsidiaries”
below for the details of the PRC subsidiaries.

Perfect Shape Holdings
Perfect Shape Holdings was incorporated on 10 October 2007 in Hong Kong as a

limited liability company provision of management service. Upon its incorporation,
Perfect Shape Holdings has an authorised share capital of HK$10,000 divided into
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10,000 shares of HKS$1 each and it allotted and issued 5,100 shares to Dr. Au-Yeung,
2,500 shares to Ms. Au-Yeung Hung and 2,400 shares to Ms. Au-Yeung Wai
respectively.

Perfect Skin Medical

Perfect Skin Medical was incorporated on 31 August 2006 in Hong Kong as a
limited liability company, principal activities of which are provision of slimming and
beauty services and sales of slimming and beauty products. Upon its incorporation,
Perfect Skin Medical has an authorised share capital of HK$10,000 divided into 10,000
shares of HKS$1 each and it allotted and issued 4,900 shares to Ms. Li Yi Fan, 3,600
shares to Ms. Au-Yeung Wai and 1,500 shares to Ms. Au-Yeung Hung respectively.
Pursuant to the trust deed dated 31 August 2006, Ms. Li Yi Fan held the 4,900 shares
on trust on behalf of Dr. Au-Yeung due to a family arrangement since the date of
incorporation of Perfect Skin Medical. Our Hong Kong legal advisors are of the view
that the trust arrangement as between Ms Li Yi Fan and Dr. Au-Yeung is legally
binding and valid. On 8 July 2009, Ms. Li Yi Fan transferred 1,000 shares and 3,900
shares she held in Perfect Skin Medical to Ms. Au-Yeung Hung and Dr. Au-Yeung at a
consideration of HKS$1,000 and HKS$3,900 respectively and Ms. Au-Yeung Wai
transferred 1,200 shares she held in Perfect Skin Medical to Dr. Au-Yeung at a
consideration of HK$1,200.

Slim Model

Slim Model was incorporated on 10 August 2007 in Hong Kong as a limited
liability company. It operates the service centre in Causeway Bay. Upon its
incorporation, Slim Model has an authorised share capital of HK$10,000 divided
into 10,000 shares of HKS$1 each and it allotted and issued 5,100 shares to Dr. Au-
Yeung, 2,500 shares to Ms. Au-Yeung Hung and 2,400 shares to Ms. Au-Yeung Wai
respectively.

Slimming Medical

Slimming Medical was incorporated on 21 September 2007 in Hong Kong as a
limited liability company for the purpose of property letting and is currently inactive.
Upon its incorporation, Slimming Medical has an authorised share capital of
HK$10,000 divided into 10,000 shares of HK$1 each and it allotted and issued 5,100
shares to Dr. Au-Yeung, 2,500 shares to Ms. Au-Yeung Hung and 2,400 shares to Ms.
Au-Yeung Wai respectively.

Perfect Shape Macau

Perfect Shape Macau is a private company incorporated on 30 November 2007 in
Macau. It currently operates the service centre in Macau. The registered capital of
Perfect Shape Macau is MOP100,000 upon its incorporation, of which Dr. Au-Yeung
held one share (quota) worth MOPS51,000.00, Ms. Au-Yeung Hung held one share
(quota) worth MOP25,000.00 and Ms. Au-Yeung Wai held one share (quota) worth
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MOP24,000.00 respectively. On 1 December 2011, Perfect Shape Macau became our
wholly-owned subsidiary as part of the Reorganisation as further described under the
paragraph headed “The Reorganisation” below.

Following the series of share transfers in respect of some of the HK Slimming and
Beauty Companies, as at 1 April 2008, Dr. Face, Perfect Shape & Spa KT, Perfect Shape &
Spa MOS, Perfect Shape & Spa NP, Perfect Shape & Spa TP, Perfect Shape & Spa TST,
Perfect Shape Holdings, Perfect Shape Investment Shanghai, Slim Model and Slimming
Medical were held as to 51%, 25% and 24% by Dr. Au-Yeung, Ms. Au-Yeung Hung and
Ms. Au-Yeung Wai respectively; Perfect Shape & Skin, Perfect Shape & Skin CNT, Perfect
Shape & Skin SS, Perfect Shape & Skin TKO, Perfect Shape & Skin TW, Perfect Shape &
Skin YL, Perfect Shape & Spa TW, Perfect Shape & Skin Management and Perfect Skin
Medical were held as to 49%, 15% and 36% by Ms. Li Yi Fan, Ms. Au-Yeung Hung and
Ms. Au-Yeung Wai respectively; Perfect Shape & Spa, Perfect Shape & Spa CWB and
Perfect Shape & Spa MK were held as to 49%, 20% and 31% by Ms. Li Yi Fan, Ms. Au-
Yeung Hung and Ms. Au-Yeung Wai respectively; and Perfect Shape Advertising was held
as to 50% by each of Dr. Au-Yeung and Ms. Au-Yeung Wai.

Following the several share transfers in respect of Perfect Shape & Skin Management
and some of the HK Slimming and Beauty Companies during the Track Record Period, save
and except Perfect Shape & Skin and Perfect Shape & Skin TW which were both held as to
49%, 20% and 31% by Ms. Li Yi Fan, Ms. Au-Yeung Hung and Ms. Au-Yeung Wai
respectively and Perfect Shape Advertising which was held as to 50% by each of Dr. Au-
Yeung and Ms. Au-Yeung Wai, all of the said Hong Kong subsidiaries set out above and
Perfect Shape Macau were held as to 51%, 25% and 24% by Dr. Au-Yeung, Ms. Au-Yeung
Hung and Ms. Au-Yeung Wai respectively.

Please refer to the paragraph headed “The Reorganisation” below in this section for
the group charts of our Group after completion of the said share transfers and immediately
prior to the Reorganisation.

PRC Subsidiaries

Perfect Shape Consultancy was incorporated under the laws of PRC in January 2009 as
a wholly-owned subsidiary of Perfect Shape Investment Shanghai. Since then, eight
subsidiaries were incorporated in the PRC and are wholly owned by Perfect Shape
Consultancy. Details of the said eight PRC subsidiaries are set out below:

Beijing Snow Skin

Beijing Snow Skin was established by Perfect Shape Consultancy as a limited
liability company under the laws of the PRC on 12 February 2010 with a registered
capital of RMBI million, business scope of which includes beauty services (excluding
medical beauty services), fitness services and sales of cosmetic products. It currently
operates the service centres at Beijing Guorui Shopping Centre (At 5% 5 Fi 4 H.00),
Tianjin Milaiou Centre (K AKHE H &), Beijing Oumeihui Shopping Centre (b 5k
EIEREY .0, Beijing Dongfang Xintiandi Plaza (L5 H 78 KHiPG%) and Beijing
Dongfang Ginza Mall (AL TR EH &),
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Shanghai Perfect Shape Consultancy

Shanghai Perfect Shape Consultancy was established by Perfect Shape
Consultancy as a limited liability company under the laws of the PRC on 1
December 2010 with a registered capital of RMBI1 million, business scope of which
includes business management consultation, slimming services (excluding provision of
beauty services and slimming services by medical or drug measures), fitness services;
and in respect of its branches, provision of beauty services and wholesale of cosmetic
products. It currently operates the service centres at Chengdu Lesen Shopping Centre
(R 44 A W59 H.0>), Shanghai Changning Longzimeng Shopping Centre (5= %5 FE
2 %), Nanjing International Finance Centre (B[4l .0v), Shanghai Hong
Kong Plaza (L% E %), Shanghai Wu Jiao Chang (L L f¥5), Shanghai Bailian
Shimao International Plaza (I 7 ¥t 5% B f% % #7), Shanghai Da Ning International
Commercial Plaza (iK% 5[5 55 3 % &7), Shanghai Jiajie International Plaza (1
7 /NBIF %), Shanghai Lianyang Plaza (LB %), Chongging New World
Department Store (Jiangbei Store) (B #i A 5 &VLJL)5), Shanghai Jingiao Plaza
(L 45 % %), Guangzhou Jiayu Taiyangcheng Plaza (&N 54 KF3k), Guangzhou
Guangbai Xinyicheng Shopping Centre (J&M & E #—3¥k). Shanghai Huarun Times
Plaza Centre (i3 MR Y;), Beijing Beichen Shenghuo Plaza (dtatdb/R Az {6 &
%), Dongguan Nancheng Zongyi Plaza (356 Fg %5 288 157), Beijing Western Xizhimen
Jiamao Centre (AL 5 PY EH 52 % H[»), Chengdu Yiteng Yanghua (BCH I BEF HE4) and
Shanghai Plaza 66 (16 R 5).

Shanghai Emma Consultancy

Shanghai Emma Consultancy was established by Perfect Shape Consultancy as a
limited liability company under the laws of the PRC on 1 December 2010 with a
registered capital of RMBI1 million, business scope of which includes business
management consultation, slimming services (excluding provision of beauty services
and slimming services by medical or drug measures), fitness services; and in respect of
its branches, provision of beauty services and wholesale of cosmetic products. It
currently operates the service centres at Shenzhen Diwang Shopping Centre Xinxing
Plaza (EIIME B 55 @l #E (b £ 54 -0 .00)), Shanghai Jiajie International Plaza (i85
NEI B E7), Guangzhou Fubang Centre (&M & #B9.0»), Shanghai Jinying Tiandi (-
1642 & K Hh), Chongqing New World Department Store (Jiangbei Store) (ZE B H tH A B
#71dbJE) and Guangzhou Guangbai Xinyicheng Shopping Centre (/& JH J& E #— k).

Guangzhou Shape Perfect

Guangzhou Shape Perfect was established by Perfect Shape Consultancy as a
limited liability company under the laws of the PRC on 26 November 2009 with a
registered capital of RMBI1 million, business scope of which includes the provision of
beauty services (excluding medical beauty services) and sales of cosmetic products. It
currently operates the service centres at Wuyuehua Commercial Plaza (1L H 1€ /6 2%
%), Guangzhou Panyu Zhuanhui Jewelry Plaza (JEMZFHEEIREEY) and
Guangzhou Liying Shopping Mall (J& Ji &5 W) % 15).
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Guangzhou Perfect Shape

Guangzhou Perfect Shape was established by Perfect Shape Consultancy as a
limited liability company under the laws of the PRC on 14 July 2009 with a registered
capital of RMBI1 million, business scope of which includes the provision of beauty
services (excluding medical beauty services) and sales of cosmetic products. It currently
operates the service centre at Guangzhou Zhonghua Plaza Centre (J& M H#E &)

Guangzhou Emma Consultancy

Guangzhou Emma Consultancy was established by Perfect Shape Consultancy as
a limited liability company under the laws of the PRC on 15 October 2010 with a
registered capital of RMBS500,000, business scope of which includes business
management consultation, beauty and slimming consultation, fitness consultation,
wholesale of cosmetic products, import and export of goods and technologies (other
than those prohibited under relevant laws and administration procedures).

Shenzhen Shape Perfect

Shenzhen Shape Perfect was established by Perfect Shape Consultancy as a limited
liability company under the laws of the PRC on 8 September 2009 with a registered
capital of RMBI1 million, business scope of which includes the provision of beauty
services (excluding medical beauty services) and sales of cosmetic products, beauty and
hairdressing product and equipment. It currently operates the service centre located in
Shenzhen Haiancheng Centre (VEJI1¥ % 3k J% ¥5)Shenzhen Lowu Jinguanghua Plaza (%
YIIZR 9 26 #EE ), Dongguan Yian Department Store Diwang Plaza (BRZEHL T 3514
%HE), Shenzhen NICO Nuren Shijie Mingdian (EIINICOL AHF4)E),
Guangzhou Zhengjia Plaza (EJNIEFER 1Y), Shenzhen Xinyijia Centre (IRYIHT—1E),
Dongguan Shiji Plaza CRZEH 48 7) and Dongfang Plaza Pearl City (3 77 & 55 BHER 3.

Shanghai Mushi Consultancy

Shanghai Mushi Consultancy was established by Perfect Shape Consultancy as a
limited liability company under the laws of the PRC on 1 December 2010 with a
registered capital of RMBI1 million, business scope of which includes business
management consultation, slimming services (excluding provision of beauty services
and provision of slimming service by medical or drug measures), fitness services and in
respect of its branches, the provision of beauty services and wholesale of cosmetic
products. It currently operates the service centres at Shenzhen Diwang Shopping
Centre Xinxing Plaza (GEYIE BLEE 5 I (O £ Y H.0)) and Wuyuehua Commercial
Plaza (T H L/ ¥ E ).

Perfect Shape Consultancy

Perfect Shape Consultancy was established by Perfect Shape Investment Shanghai
as a wholly foreign owned enterprise under the laws of the PRC on 15 January 2009
with a registered capital of RMBI1 million of which its business scope include beauty
and slimming consultation, fitness consultation, business management consultation,
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wholesale, import of cosmetic products and provision of relevant supporting services
(other than those prohibited under relevant laws and administrative procedures); and

in respect of its branches provision of beauty services (excluding medical beauty
services). Perfect Shape Consultancy is an investment holding company which directly

holds the entire interests in the PRC Slimming and Beauty Companies.

REORGANISATION AND CORPORATE STRUCTURE

The Reorganisation

The companies comprising our Group were directly owned by Dr. Au-Yeung and/or

before the

Au-Yeung Wai

Au-Yeung Hung and Ms.

family members, Ms.

his

Reorganisation. The following charts set out the corporate structure of our Group

immediately prior to the Reorganisation:

Au-Yeung Wai
(note 1)

25%

Dr. Face (HK) (note 2)

Perfect Shape & Skin CNT (HK) (note 3)

Perfect Shape & Skin SS (HK) (note 4)

Perfect Shape & Skin TKO (HK) (note 4)

Perfect Shape & Skin TM (HK) (note 3)

Perfect Shape & Skin YL (HK) (note 3)

Perfect Shape & Spa (HK) (note 3)

Perfect Shape & Spa CWB (HK) (note 3)

Perfect Shape & Spa KT (HK) (note 4)

Perfect Shape & Spa MK (HK) (note 3)

Au-Yeung Hung
(note 1)

51%

Perfect Shape & Spa MOS (HK) (note 4)

Perfect Shape & Spa NP (HK) (note 4)

Perfect Shape & Spa TP (HK) (note 3)

Perfect Shape & Spa TST (HK) (note 3)

Perfect Shape & Spa TW (HK) (note 3)

Perfect Shape Holdings (HK)
Management service

Perfect Shape & Skin Management (HK)
Holding of trademarks

Perfect Shape Investment Shanghai (HK)
Investment holdings

[ 100%

Perfect Skin Medical (HK) (note 3)

Slim Model (HK) (note 3)

Perfect Shape Consultancy

(PRC)
Investment holdings

100%

Beijing Snow Skin (PRC) (note 5)

Guangzhou Emma Consultancy (PRC) (note 5)

Guangzhou Perfect Shape (PRC) (note 5)

Guangzhou Shape Perfect (PRC) (note 5)

Slimming Medical (HK) (note 4)

Shanghai Emma Consultancy (PRC) (note 5)

Shanghai Mushi Consultancy (PRC) (note 5)

Shanghai Perfect Shape Consultancy (PRC) (note 5)

Shenzhen Shape Perfect (PRC) (note 5)
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Au-Yeung Wai

Dr. Au-Yeung

50%

l

Perfect Shape Advertising
(HK)
Provision of advertising services

Dr. Au-Yeung Au-Yeung Hung Au-Yeung Wai

51% 25% 24%

Perfect Shape
Macau
(Macau)(note 7)

Notes:

(1

)
3)

“4)

(%)

(6)
(7

Ms. Au-Yeung Wai and Ms. Au-Yeung Hung, the executive Directors and Controlling
Shareholders, are the sisters of Dr. Au-Yeung.

The principal business activities of Dr. Face are provision of medical beauty services in Hong Kong.

The principle business activities of each of these Hong Kong subsidiaries are provision of slimming
and beauty services and sales of slimming and beauty products in Hong Kong.

The principle business activities of each of these Hong Kong subsidiaries are investment holdings or
inactive.

The principle business activities of each of these PRC subsidiaries are provision of slimming and
beauty services in the PRC.

Ms. Li Yi Fan is the mother of Dr. Au-Yeung, Ms. Au-Yeung Wai and Ms. Au-Yeung Hung.

The principle business activities of Perfect Shape Macau are provision of slimming and beauty
services in Macau.
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In anticipation of the Global Offering, we underwent the following Reorganisation as
a result of which our Company became the holding company of the members of our Group:

On 25 March 2011, Perfect Shape Holdings HK was incorporated with limited
liability in BVI. 51, 25 and 24 shares of Perfect Shape Holdings HK representing
51%, 25% and 24% of the total issued share capital of Perfect Shape Holdings
HK were issued and allotted at par to Dr. Au-Yeung, Ms. Au-Yeung Hung and
Ms. Au-Yeung Wai respectively.

On 25 March 2011, Perfect Shape Holdings China was incorporated with limited
liability in BVI. 51, 25 and 24 shares of Perfect Shape Holdings China
representing 51%, 25% and 24% of the total issued share capital of Perfect
Shape Holdings China were issued and allotted at par to Dr. Au-Yeung, Ms. Au-
Yeung Hung and Ms. Au-Yeung Wai respectively.

Pursuant to the instrument of transfers and bought and sold notes all dated
15 November 2011, Ms. Au-Yeung Hung, Ms. Au-Yeung Wai and Ms. Li Yi Fan
respectively transferred their 15%, 36% and 49% equity interest in Perfect Shape
& Skin and Perfect Shape & Skin TW to Perfect Shape Holdings HK respectively.
Upon completion of these transfers, Perfect Shape & Skin and Perfect Shape &
Skin TW became wholly-owned subsidiaries of Perfect Shape Holdings HK.

Pursuant to the instrument of transfers and bought and sold notes all dated
15 November 2011, Dr. Au-Yeung, Ms. Au-Yeung Hung and Ms. Au-Yeung Wai
respectively transferred their 51%, 25% and 24% equity interest in Dr. Face,
Perfect Shape & Skin CNT, Perfect Shape & Skin SS, Perfect Shape & Skin TKO,
Perfect Shape & Skin TM, Perfect Shape & Skin YL, Perfect Shape & Spa, Perfect
Shape & Spa CWB, Perfect Shape & Spa KT, Perfect Shape & Spa MK, Perfect
Shape & Spa MOS, Perfect Shape & Spa NP, Perfect Shape & Spa TP, Perfect
Shape & Spa TST, Perfect Shape & Spa TW, Perfect Shape Holdings, Perfect Skin
Medical, Slim Model and Slimming Medical to Perfect Shape Holdings HK. Upon
completion of these transfers, Dr. Face, Perfect Shape & Skin CNT, Perfect Shape
& Skin SS, Perfect Shape & Skin TKO, Perfect Shape & Skin TM, Perfect Shape &
Skin YL, Perfect Shape & Spa, Perfect Shape & Spa CWB, Perfect Shape & Spa
KT, Perfect Shape & Spa MK, Perfect Shape & Spa MOS, Perfect Shape & Spa
NP, Perfect Shape & Spa TP, Perfect Shape & Spa TST, Perfect Shape & Spa TW,
Perfect Shape Holdings, Perfect Skin Medical, Slim Model and Slimming Medical
became wholly-owned subsidiaries of Perfect Shape Holdings HK.

Pursuant to the transfer agreement dated 28 November 2011 entered into among
Dr. Au-Yeung, Ms. Au-Yeung Hung, Ms. Au-Yeung Wai and Perfect Shape
Holdings HK, Dr. Au-Yeung, Ms. Au-Yeung Hung and Ms. Au-Yeung Wai
respectively transferred their 51%, 25% and 24% equity interest in Perfect Shape
Macau to Perfect Shape Holdings HK. Upon completion of this transfer, Perfect
Shape Macau became a wholly-owned subsidiary of Perfect Shape Holdings HK.
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Pursuant to the instrument of transfers and bought and sold notes all dated
15 November 2011, Dr. Au-Yeung, Ms. Au-Yeung Hung and Ms. Au-Yeung Wai
respectively transferred their 51%, 25% and 24% equity interest in Perfect Shape
Investment Shanghai to Perfect Shape Holdings China. Upon completion of this
transfer, Perfect Shape Investment Shanghai became a wholly-owned subsidiary
of Perfect Shape Holdings China.

On 11 March 2011, the Company was incorporated with limited liability in the
Cayman Islands with authorised share capital of HK$1,000,000,000 divided into
10,000,000,000 Shares of par value of HK§0.10 each. On the same day, 1 Share
was allotted, issued and credited as fully paid to our Company’s initial subscriber,
which was subsequently transferred to Dr. Au-Yeung and on the same day, our
Company allotted and issued, credited as fully paid, 50 Shares to Dr. Au-Yeung,
25 Shares to Ms. Au-Yeung Hung and 24 Shares to Ms. Au-Yeung Wai at par
value. The companies comprising our Group underwent the Reorganisation to
rationalise our Group’s structure in preparation for the Listing and as a result of
which, our Company became the holding company of our Group.

On 4 March 2011, 16 February 2011 and 17 March 2011, each of Sure Sino
Investments, Market Event Holdings and Earlson Holdings were respectively
incorporated with limited liability in BVI. 1 share of par value of US$1.00 of each
of Sure Sino Investments, Market Event Holdings and Earlson Holdings was
issued and allotted at par to Dr. Au-Yeung, Ms. Au-Yeung Hung and Ms. Au-
Yeung Wai respectively and thus Sure Sino Investments, Market Event Holdings
and Earlson Holdings were wholly owned by Dr. Au-Yeung, Ms. Au-Yeung Hung
and Ms. Au-Yeung Wai respectively.

Pursuant to the instrument of transfers and bought and sold notes all dated 30
November 2011, Dr. Au-Yeung, Ms. Au-Yeung Hung and Ms. Au-Yeung Wai
transferred their 51%, 25% and 24% equity interest in our Company to Sure Sino
Investments, Market Event Holdings and Earlson Holdings respectively.

Pursuant to the instrument of transfers and bought and sold notes all dated
15 November 2011, Dr. Au-Yeung, Ms. Au-Yeung Hung and Ms. Au-Yeung Wai
respectively transferred their 51%, 25% and 24% equity interest in Perfect Shape
& Skin Management to our Company. Upon completion of these transfers,
Perfect Shape & Skin Management became a wholly-owned subsidiary of our
Company.

Pursuant to the instrument of transfer and bought and sold note both dated
15 November 2011, Dr. Au-Yeung and Ms. Au-Yeung Wai respectively
transferred their 50% and 50% equity interest in Perfect Shape Advertising to
our Company. Upon completion of this transfer, Perfect Shape Advertising
became a wholly-owned subsidiary of our Company.

On 30 November 2011, our Company, Dr. Au-Yeung, Ms. Au-Yeung Hung, Ms.
Au-Yeung Wai and Perfect Shape Holdings HK entered into a share swap
agreement (the “First Share Swap Agreement”). Pursuant to the First Share Swap
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Agreement, Dr. Au-Yeung, Ms. Au-Yeung Hung, Ms. Au-Yeung Wai transferred
51, 25 and 24 shares respectively, representing a total of 100% of the issued share
capital in Perfect Shape Holdings HK to our Company in consideration and
exchange of our Company, at the direction of Dr. Au-Yeung, Ms. Au-Yeung
Hung and Ms. Au-Yeung Wai, issuing and allotting 51, 25 and 24 Shares, all
credited as fully paid, to Sure Sino Investments, Market Event Holdings and
Earlson Holdings respectively.

On 30 November 2011, our Company, Dr. Au-Yeung, Ms. Au-Yeung Hung, Ms.
Au-Yeung Wai and Perfect Shape Holdings China entered into a share swap
agreement (the “Second Share Swap Agreement”). Pursuant to the Second Share
Swap Agreement, Dr. Au-Yeung, Ms. Au-Yeung Hung, Ms. Au-Yeung Wai
transferred 51, 25 and 24 shares respectively, representing a total of 100% of the
issued share capital in Perfect Shape Holdings China to our Company in
consideration and exchange of our Company, at the direction of Dr. Au-Yeung,
Ms. Au-Yeung Hung and Ms. Au-Yeung Wai, issuing and allotting 51, 25 and 24
Shares, all credited as fully paid, to Sure Sino Investments, Market Event
Holdings and Earlson Holdings respectively.
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Global Offering

The following chart shows our corporate and shareholding structure immediately
following the completion of the Global Offering and the Capitalisation Issue, assuming the
Over-allotment Option is not exercised and there is no allotment or issuing of new Share

under the Share Option Scheme:

Dr. Au-Yeung

Au-Yeung Hung

Au-Yeung Wai

100% 100% 100%
Sure Sino MarkctAEvent Earlson Holdings )
Investments Holdings (BVI) Public
(BVID) (BVD)
’ 38.25% 18.75% 18% 25%
Our Company
(Cayman Islands)
Investment holding
100%
Perfef:t Shape Perfect Shape Pc.erfect Shape & Perfect Shape
Holdings HK Advertising Skin Management Holdines China
(BVI) (HK) (HK) (ng)
Investment Provision of Holding Investment holdin
holding advertising services of trademarks 8
100%
100%
Perfect Shape
Investment
HK Slimming Perfect Shape Shanghai (HK)
Dr. Face Investment
(HK) and Beauty Macau holdin
Companies (Macau) g
100%
Perfect Shape
Consultancy
(PRC)
Investment
holding
100%
PRC Slimming
and

Note: If the Over-allotment Option is exercised in full, the sharecholding of Sure Sino Investments,
Market Event Holdings, Earlson Holdings and the public Shareholders will be approximately
36.87%, 18.07%, 17.35% and 27.71% respectively.
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OVERVIEW

We are a well-established slimming and beauty service provider and operate under the
well-known brand name “Perfect Shape W5, targeting mid to high-end clients in the
PRC, Hong Kong and Macau. We have our origin in Hong Kong and experienced
substantial growth in the PRC market during the Track Record Period. Through years of
development, we have established our “Perfect Shape 24/ 5> brand as a well-recognised
icon for the provision of quality and effective slimming services. Our brand recognition can
be proved by the various achievements we have accomplished over the years such as
“Superbrands Hong Kong Award” and “PRC Consumer’s Most Favourable Hong Kong
Brands”. As part of our advertising and promotional campaigns to enhance brand
recognition, we sponsored large-scale beauty contests in Hong Kong and were the “Miss
Hong Kong Pageant 2008 Official Slimming Centre” for Miss Hong Kong Pageant 2008,
the “Preferred Slimming Centre” for Miss Chinese International Pageant 2009 and the
slimming consultant for Miss Asia Pageant (PRC Division) 2009. Contributing to our
successful expansion in the PRC, we achieved a sustaining growth in the past years. Our
revenue increased from HK$236.3 million for the year ended 31 March 2009 to HK$309.0
million for the year ended 31 March 2011, representing a CAGR of 14.4%. For the four
months ended 31 July 2011, our revenue increased to HK§$134.5 million from HK$100.9
million for the same period in 2010. Our profit attributable to equity holders increased from
HK$28.6 million for the year ended 31 March 2009 to HK$50.3 million for the year ended
31 March 2011, representing a CAGR of 32.6%. For the four months ended 31 July 2011,
our profit attributable to equity holders increased to HKS$28.9 million from HKS$14.3
million for the same period in 2010.

Our Services and Products

We offer around 100 types of slimming treatments in terms of the body parts, the
equipment, the slimming products and massage techniques used which not only focus on
weight loss management but also emphasise on body shaping and maintenance. We take
pride in the provision of tailor-made slimming services. We recommend the most suitable
slimming treatments to our clients based upon our clients’ goals and physical conditions.
Our slimming consultants and nutritionists are involved in the implementation process and
closely monitor the progress of and follow up with each client throughout the whole
slimming programme. We also offer around 80 types of beauty treatments including medical
beauty treatments which can be further categorised into treatments with focus on individual
parts of the body such as facial treatments, neck treatments, eye treatments, hand
treatments and breast treatments, spa and massage services with different machinery and
beauty products used to cater for the needs of different clients. Revenue from provision of
slimming and beauty services accounted for HKS$143.3 million, HK$148.5 million,
HK$203.0 million and HK§83.7 million, representing 60.6%, 63.2%, 65.7% and 62.2%
of our total revenue, for the years ended 31 March 2009, 2010, 2011 and the four months
ended 31 July 2011, respectively.
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In order to complement our services, we sell around 10 types of slimming and beauty
products, among which, there are 7 types of slimming products and 3 types of beauty
products, at our service centres. We source our slimming and beauty products from
independent manufacturers and the finished products are labelled and sold under our
brands. Revenue from the sales of the above products accounted for HKS$7.0 million,
HK$13.6 million, HK$32.8 million and HK$15.6 million, representing 3.0%, 5.8%, 10.6%
and 11.6% of our total revenue, for the years ended 31 March 2009, 2010, 2011 and the four
months ended 31 July 2011, respectively. In view of the growing demand of high-end
slimming and beauty products in the PRC, our Directors consider that sales of slimming
and beauty products will be one of the engines driving our future growth.

Our Service Centres and Members

We have strong presence in the PRC, Hong Kong and Macau. As at the Latest
Practicable Date, we, being one of the premium Hong Kong brands for slimming and
beauty service, operated 57 service centres, of which 44 of them are located in 10 major
cities in the PRC, including Shanghai, Guangzhou, Shenzhen, Beijing, Dongguan, Foshan,
Chengdu, Nanjing, Tianjin and Chongqing; 12 in Hong Kong; and one in Macau. Our
service centres are mainly located in the prime commercial districts in the PRC. For
example, we operate flagship centres in Plaza 66 (fHFE# %), Dongfang Plaza (R /7 J&47),
Zhengjia Plaza (IEf£f#;), and Jinguanghua Plaza (&J)6¥/&Y5), which are high-end
shopping malls located in Shanghai, Beijing, Guangzhou and Shenzhen, respectively. We
classify our service centres into two categories, namely flagship centres and standard
centres. Our service centres which are located in prestigious shopping malls or high-end
departmental stores in prime locations are classified as flagship centres, and the others are
classified as standard centres. All standard and flagship centres are operated by ourselves
and there is no material difference in the services provided by our standard and flagship
centres. As at the Latest Practicable Date, the average size of our flagship centres and
standard centres is about 425 sq.m. and 195 sq.m., respectively.
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Set out below is a list of our service centres as at the Latest Practicable Date:

Number of service centres

Standard Flagship

Location centres centres Total
PRC

e  Shanghai 10 2 12
e Guangzhou 7 3 10
e  Shenzhen 4 2 6
e  Beijing 5 1 6
e Dongguan 3 — 3
e Foshan 1 — 1
e Chengdu 2 — 2
e Nanjing 1 — 1
e Tianjin 1 — 1
e Chongqing 2 — 2
Hong Kong (Note) 9 3 12
Macau 1 — 1
Total 46 11 57

Note: Our service centres in Hong Kong were located at Central, Causeway Bay, Mongkok, Tsuen Wan,
Tsim Sha Tsui, Tuen Mun, Yuen Long, Shatin and Tai Po.

Our Group has nearly eight years, four years and three years of operating history in
Hong Kong, Macau and the PRC, respectively. Based on the experience of our Directors
and the historical operating results, it generally takes six to 12 months for a new service
centre to break even. We have a well-established client base, which is vital for our business
growth. As at the Latest Practicable Date, we had around 38,000 members in the PRC,
48,000 members in Hong Kong and 4,000 members in Macau. Our well-established client
base brings confidence to our new clients and provides us with new market opportunities
through word-of-mouth referrals. The number of active members as at 31 March 2011,
defined as members who received slimming and beauty services in our service centres in that
year, were 17,714 in the PRC, 9,105 in Hong Kong and 2,269 in Macau, respectively.
Among these active members, 12,623 members in the PRC, 4,231 members in Hong Kong
and 890 members in Macau, had unutilised prepaid packages with our Group as at 31
March 2011.

We believe that we have successfully built up our “Perfect Shape %% 3 brand which
distinguishes us from our competitors. The success of our “Perfect Shape W% brand
enables us to charge premium prices and position our services towards the higher end of the
market. Furthermore, it also lays a solid foundation for our further expansion in the PRC.
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Forfeited Income

We promote our slimming and beauty services by offering prepaid packages with
discounted pricing to clients. As advised by our respective legal advisors as to the PRC,
Hong Kong and Macau laws, as at the Latest Practicable Date, save as the Guidance on the
Transaction Agreements of Prepaid Consumption Services in Beijing (Trial
Implementation) (3t 5% i IH 2 BB 2 IR B 22 & B[R AT £ 4651 (G17) ) issued by the Beijing
Administration Bureau of Industry and Commerce, details of which are set out in “Laws
and Regulations — The PRC — Laws and regulations relating to protection of consumer
rights” in this prospectus, none of Hong Kong Consumer Council, Macau Consumer
Council and similar organisations in the PRC, Hong Kong and Macau have issued guidance
in relation to the sales of prepaid packages. Our Directors believe that this prepayment
mode of operation enables us to enhance customer loyalty and establish long-term
relationship with our clients. For the years ended 31 March 2009, 2010, 2011 and the four
months ended 31 July 2011, we sold prepaid packages in the amount of HK$229.2 million,
HK$232.5 million, HK$306.2 million and HK$118.3 million, respectively.

Our prepaid packages have a validity period of one year. As part of our loyalty
programme, with the view to promote through word-of-mouth and encourage sales of new
premium packages as well as to enhance customer loyalty and establish long-term
relationship with our clients, we may, at our discretion, allow our clients to upgrade
their existing slimming and beauty packages to new premium slimming and beauty packages
before the expiry of the existing packages. The Directors believe that the upgrade
arrangement also provides an option for the clients to experience the latest slimming
technology without sacrificing the unutilised value of their existing packages. No upgrade is
allowed after the expiry of the existing packages. In the event of package upgrade, contract
of the existing package will be terminated and a new contract will be signed between us and
the relevant client on the new premium package. Clients are required to pay the difference
between the new premium package and the unutilised existing package value. Upon the
signing of new contract, the new premium package will have a validity period of one year
from the date of the new contract. For details of our loyalty programme, please refer to
“Marketing — Marketing and sales — Loyalty programme to clients” below in this section.
We record these prepaid packages as deferred revenue in the balance sheet at the point of
sales. Deferred revenue as at 31 March 2009, 2010, 2011 and 31 July 2011 were HK$118.3
million, HK$122.4 million, HK$148.7 million and HKS$147.0 million, respectively. For
financial reporting purposes, we recognise prepaid packages as our sales revenue from time
to time in the income statement when the service treatments are delivered to clients. The
amount which represents services yet to be rendered will be recorded as liability. As clients
are not entitled to enjoy services after expiry date, we fully recognise prepaid packages over
one year from the date of purchase as revenue from expired prepaid packages in the income
statement. During the Track Record Period, we strictly implemented our revenue
recognition policy and no prepaid packages were extended or renewed upon expiry date.
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We believe the combination of our (i) well-recognised brand name with strong presence
in the PRC, Hong Kong and Macau; (ii) successful track record in brand management and
strong execution capability in developing fast-growing and enormous PRC market; and (iii)
well-established client base provides us with the strategic advantage necessary to become
one of the market leaders in the PRC.

Our Expansion in the PRC

With a population of approximately 1.3 billion in the PRC, our Directors believe that
the slimming and beauty market in the PRC has vast development potential. Demand for
slimming and beauty services is expected to continue to elevate with the rapid growth of the
PRC economy and the sustainable improvement of general living standard in the PRC.
According to the Euromonitor Report, the market size of beauty centres is estimated to
grow from approximately RMB91.3 billion in 2010 to approximately RMB243.1 billion in
2015, with a CAGR of 21.6%, by sales value of services.

In order to capture vast business opportunities arising from the fast-growing and
enormous slimming and beauty market in the PRC, we opened our first service centre in
Shenzhen in 2009. Since then, we aggressively expanded our service centres network under
our well-known brand name “Perfect Shape & ¥~ in the PRC and successfully achieved
the following impressive operational and financial performance:

e the same store sales of our service centres in the PRC, which represent four service
centres established prior to 1 January 2010, increased by 87.3% from HK$7.9
million in the first quarter of 2010 to HK$14.8 million in the first quarter of 2011;

e the total number of our slimming and beauty service centres in the PRC increased
by 43 times from one in a single city as at 31 March 2009 to 44 in 10 cities as at the
Latest Practicable Date;

e our number of members in the PRC increased by about 62 times from around 600
as at 31 March 2009 to around 38,000 as at the Latest Practicable Date;

e our revenue contributed from our PRC operation increased by 85 times from
HKS$1.9 million for the year ended 31 March 2009 (representing 0.8% of our total
revenue during the same year) to HK$162.9 million for the year ended 31 March
201 1(representing 52.7% of our total revenue during the same year);

e the net profit attributable to our equity holders increased by 70.5% from
HK$29.5 million for the year ended 31 March 2010 to HK$50.3 million for the
year ended 31 March 2011.

Upon the Listing, we will continue to expand our business operation in the PRC
aggressively. In order to capitalise the robust growth in the PRC slimming and beauty
market, we plan to open 106 new service centres in the PRC during the four years ending 31
March 2015.
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Benefiting from the sustainable growth in the slimming and beauty service market and
implementation of our aggressive expansion plan in the PRC, we target to increase the
percentage of revenue contribution from our PRC operation over our total revenue to
around 80% for the year ending 31 March 2012.

Recent Market Developments

Regardless of the recent tightening monetary policy in the PRC, global economic
uncertainties and the euro zone soverecign debt crisis which resulted in adverse market
conditions and the shrinking global consumer confidence index, there had been no material
change in revenue and net profit from our Hong Kong and Macau operations. On the
contrary, revenue and net profit from our PRC operations experienced continuous growth
which was benefited from the prosperous domestic demands in the PRC.

Our Directors confirm that there has been no material adverse change in our financial
or trading position since 31 October 2011 and up to the Latest Practicable Date.

OUR COMPETITIVE STRENGTHS

We attribute our historical success and foundation for future growth to our principal
competitive strengths as follows:

Strong execution capability in developing fast-growing and enormous slimming and
beauty market in the PRC

With a population of approximately 1.3 billion in the PRC, our Directors believe
that the slimming and beauty market in the PRC has vast development potential.
Demand for slimming and beauty services is expected to continue to elevate with the
rapid growth of the PRC economy and the sustainable improvement of general living
standard in the PRC.

According to the Euromonitor Report, the market size of beauty centres is
estimated to grow from approximately RMB91.3 billion in 2010 to approximately
RMB243.1 billion in 2015, with a CAGR of 21.6%, by sales value of services.

We are a well-established slimming and beauty service provider and we operate
under the well-known brand name “Perfect Shape 4 J# J}5”, targeting mid to high-end
clients in the PRC, Hong Kong and Macau. In order to capture vast business
opportunities arising from the fast-growing and enormous slimming and beauty
market in the PRC, we opened our first service centre at Shenzhen in 2009. Since then,
we aggressively expanded our service centres network under our well-known brand
name “Perfect Shape ¥4 in the PRC and successfully achieved the below
impressive operational and financial performance during the Track Record Period:

e the same store sales of our service centres in the PRC, which represent four
service centres established prior to 1 January 2010, increased by 87.3% from
HKZ$7.9 million in the first quarter of 2010 to HK$14.8 million in the first
quarter of 2011;
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e the total number of our slimming and beauty service centres in the PRC
increased by 43 times from one in a single city as at 31 March 2009 to 44 in 10
cities as at the Latest Practicable Date;

e our number of members in the PRC increased by about 62 times from around
600 as at 31 March 2009 to around 38,000 as at the Latest Practicable Date;

e our revenue contributed from our PRC operation increased by 85 times from
HK$1.9 million for the year ended 31 March 2009 (representing 0.8% of our
total revenue during the same year) to HK$162.9 million for the year ended
31 March 2011 (representing 52.7% of our total revenue during the same
year);

e the net profit attributable to our equity holders increased by 70.5% from
HK$29.5 million for the year ended 31 March 2010 to HK$50.3 million for
the year ended 31 March 2011.

Upon the Listing, we will continue to expand our business operation in the PRC
aggressively. In order to capitalise the robust growth in the PRC slimming and beauty
market, we plan to open 106 new service centres in the PRC during the four years
ending 31 March 2015.

Benefiting from the sustainable growth in the slimming and beauty service market
and implementation of our aggressive expansion plan in the PRC, we target to increase
the percentage of revenue contribution from our PRC operation over our total revenue
to around 80% for the year ending 31 March 2012.

Well-recognised brand with strong presence in the PRC, Hong Kong and Macau

Through nearly eight years of development, we have established our “Perfect
Shape 3" brand as a well-recognised icon for the provision of quality and
effective slimming services. Our brand recognition can be proved by the various
achievements we have accomplished over the years such as “Superbrands Hong Kong
Award” and “PRC Consumer’s Most Favourable Hong Kong Brands”. As part of our
advertising and promotional campaigns to enhance brand recognition, we sponsored
large-scale beauty contests in Hong Kong and were the “Miss Hong Kong Pageant
2008 Official Slimming Centre” for Miss Hong Kong Pageant 2008, the “Preferred
Slimming Centre” for Miss Chinese International Pageant 2009 and the slimming
consultant for Miss Asia Pageant (PRC Division) 2009.

We believe that we have successfully built up our “Perfect Shape 2% ¥ brand
which distinguishes us from our competitors and contributes to our leading position in
the market. The success of our “Perfect Shape ¥/ fi” brand enables us to charge
premium prices and position our services towards the higher end of the market.
Furthermore, it also lays a solid foundation for our further expansion in the PRC.
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We have strong presence in the PRC, Hong Kong and Macau. As at the Latest
Practicable Date, we, being one of the premium Hong Kong brands for slimming and
beauty service, operated 57 service centres, of which 44 of them are located in 10 major
cities in the PRC, including Shanghai, Guangzhou, Shenzhen, Beijing, Dongguan,
Foshan, Chengdu, Nanjing, Tianjin and Chongqing; 12 in Hong Kong; and one in
Macau. Our service centres are mainly located in the prime commercial districts in the
PRC. For example, we operate flagship centres in Plaza 66 (1HF% &), Dongfang Plaza
(R 77 #35), Zhengjia Plaza (1IE1£% %), and Jinguanghua Plaza (£ Y63 & #5), which are
high-end shopping malls located in Shanghai, Beijing, Guangzhou and Shenzhen,
respectively.

Our Group has nearly eight years, four years and three years of operating history
in Hong Kong, Macau and the PRC, respectively. We have a well-established client
base, which is vital for our business growth. As at the Latest Practicable Date, we had
more than 38,000 members in the PRC, 48,000 members in Hong Kong and 4,000
members in Macau. The number of active members, defined as member who received
slimming and beauty services in our service centres during the year ended 31 March
2011, were 17,714 in the PRC, 9,105 in Hong Kong and 2,269 in Macau. Among these
active members, 12,623 members in the PRC, 4,231 members in Hong Kong and 890
members in Macau, had unutilise prepaid packages with our Group as at 31 March
2011. Our well-established client base brings confidence to our new clients and
provides us with new market opportunities through word-of-mouth referrals.

We believe the combination of our (i) well-recognised brand name with strong
presence in the PRC, Hong Kong and Macau; (ii) successful track record in brand
management and strong execution capability in developing fast-growing and enormous
PRC market; and (iii) well-established client base provides us with the strategic
advantage necessary to become one of the market leaders in the PRC.

Effective client segmentation approach

We believe our comprehensive approach to client segmentation enables us to
identify, attract and retain the most profitable clients. Under our client segmentation
approach, we invite the top 10% spenders from each service centre to be our VIP
clients. Our VIP clients enjoy privileges such as advance treatment booking, VIP
treatment room, special discounts for packages and products.

Through our electronic CRM platform, we can analyse client data by segment,
consumption behavior and individual clients profile. In turn, this can improve the
effectiveness of our marketing campaigns and allow us to meet the needs of our VIP
clients. By doing so, we can foster our client loyalty as well.
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Strong operating cash inflows and capital strength driving future growth

According to our business model, we should be able to receive strong cash inflows
from our operation. During the Track Record Period, we recorded cash inflows from
operating activities of HK$19.3 million, HK$52.9 million, HK$93.5 million and
HK$24.7 million, respectively, which were sufficient to cover net cash used in our
investing and financing activities during the Track Record Period. As at 31 July 2011,
our cash and cash equivalents amounted to HK$139.8 million, representing 48.7% of
our total assets, and we had no bank loans during the Track Record Period. We believe
our significant cash inflows from operating activities and strong liquidity position will
enable us to expand rapidly into the PRC market and actively pursue additional
growth opportunities.

Strong management team with successful track record for the delivery of a sustainable
growth and profitability

We have a strong management team led by our three executive Directors, namely
Dr. Au-Yeung, Ms. Au-Yeung Wai and Ms. Au-Yeung Hung. Most of our
management team members have joined us for over five years. Dr. Au-Yeung, our
Founder and CEO, is a Hong Kong registered medical practitioner and has extensive
experience in the slimming and beauty industry for over seven years. With his
professionalism in medical science, Dr. Au-Yeung has designed various slimming
programmes for oriental ladies who are in pursuit of ideal body shapes and weights.
Ms. Au-Yeung Wai has extensive experience in business and financial management.
Since she joined our Group in 2004, Ms. Au-Yeung Wai, our chief operating officer,
has been principally in charge of our finance and accounting. Ms. Au-Yeung Hung,
our executive Director, who has over five years of experience in the slimming and
beauty industry, joined us since 2005 and has been principally in charge of operations
of our service centres. The management team, led by the three executive Directors has
diversified experience in business operation, sales and marketing, finance and
administration. We believe that our industry knowledge, diversified experience of
our management team and their in-depth knowledge of market trends and clients’
needs constitute an essential element of our success and future development.

OUR BUSINESS STRATEGIES

Our business objective is to rapidly increase our market share in the fast growing PRC
slimming industry with enormous development potential and become one of the largest
providers of slimming and beauty services in the PRC.

Our primary business strategies are to continue building on our core strengths by
strengthening our strong presence in the PRC, strengthening our brand appeal and
marketing reach, refining our client segmentation approach to maximise revenues and
profitability, driving operational efficiencies and pursuing compelling growth opportunities
in the PRC.
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Further strengthen our strong presence in the PRC by expanding service centres network
under our well-known brand name “Perfect Shape £ 3”

During the Track Record Period, our revenue generated in the PRC amounted to
HK$1.9 million, HK$34.1 million, HK$162.9 million and HK$99.5 million, which
represented a CAGR of 825.8%, and accounted for 0.8%, 14.5%, 52.7% and 74.0% of
our total revenue, respectively. As estimated by our Directors, the revenue contributed
by the PRC operation will further increase to around 80% of our total revenue by 31
March 2012.

In order to capture the fast-growing and enormous slimming service market in the
PRC, we will continue to expand our business operation in the PRC through the
following business plans:

e Increase our market presence in first-tier cities, namely Shanghai,
Guangzhou, Shenzhen and Beijing. As at Latest Practicable Date, we
operated a total of 34 service centres, of which eight are flagship centres, in
the first-tier cities. In order to increase our market presence, we intend to
establish an additional 78 new service centres under our well-known brand
name “Perfect Shape 4% ui” in first-tier cities by 31 March 2015. We
anticipate to operate a total of 112 service centres in the first-tier cities by 31
March 2015.

e Increase our market presence in second and lower-tier cities. As at Latest
Practicable Date, we operated a total of 10 service centres in five second and
lower-tier cities, namely Dongguan, Foshan, Chengdu, Nanjing and Tianjin.
In order to increase our market presence, we intend to open an additional 28
new service centres under our well-known brand name “Perfect Shape 7%
¥” in second and lower-tier cities by 31 March 2015.

The following table sets out our expansion plan in the PRC for the years ending 31
March 2015:

No. of new service centres to be opened for

Location the year ending 31 March
2012 2013 2014 2015
First-tier cities 7 25 23 23

Second and lower-
tier cities 3 5 10 10

Total: 10 30 33 33
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Strengthen brand appeal

We will aggressively promote our brand name “Perfect Shape %3 in the PRC
as a high quality Hong Kong brand for slimming and beauty services. We will further
build our brand via targeted marketing campaigns as well as conducting tailored
promotional and event sponsorship activities.

We will continue to innovate and expand on the forms of marketing and
promotion of our services, as well as continue to reinforce the image associated with
our “Perfect Shape % ¥ J5” brand through our marketing campaign in different media
such as televisions, radio, magazines and outdoor billboards, appointment of
celebrities as spokespersons, and sponsorships in large-scale beauty contests and
other relevant events.

Refine client segmentation and enhance client base

We will continue to refine our client segmentation by applying advanced analytics
to our client database. We plan to actively build up our client database and enhance
our client loyalty programmes by tailor-making them to clients in different markets.
We plan to build up an electronic CRM platform and upgrade our point-of-sales
system so as to further strengthen our client database management.

We will also continue to enhance VIP program and actively pursue direct
relationships with VIP clients through our marketing efforts. We will continue to
emphasise high quality slimming and beauty service to maintain our brand appeal,
retain the loyalty of our existing high-value clients and attract the interest of new
clients who desire a premium slimming experience tailored to their individual
preferences.

Drive operational efficiencies

We will continue to drive efficiencies across our operations by closely monitoring
our key performance of our service centres. We will also explore cities where economies
of scale can be achieved by lowering our operating costs. We remain committed to
enhancing our human resources capability in order to attract and retain the best
quality staff in what we recognise to be a competitive market. We intend to increase
our productivity through training and development programs and foster a proactive
organisational culture that supports premium service delivery.

Promote our slimming and beauty products

Taking into account the characteristics of the consumer market in the PRC, there
is a growing demand for high-end slimming and beauty products. Our revenue from
sales of slimming and beauty products increased by 368.6% from HK$7.0 million for
the year ended 31 March 2009 to HK$32.8 million for the year ended 31 March 2011.
For the four months ended 31 July 2011, revenue from sales of slimming and beauty
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products increased to HK§$15.6 million from HK$6.0 million for the same period in
2010. In this respect, we plan to scale up the sales and marketing of our existing and
new lines of slimming and beauty products.

Pursue future growth opportunities

To complement our existing business, we will actively pursue opportunities
externally that present compelling growth prospects. We believe that by pursuing
selective acquisitions of other companies and alliances with strategic partners, we can
enhance our competitiveness and strengthen our market position. As at the Latest
Practicable Date, we do not have any specific target of acquisition or alliance. We will
carefully consider and evaluate each potential acquisition and alliance to ensure that
they provide synergies to our business and are capable of being successfully integrated
into our existing business platform.

We believe our market presence and reputation, together with our strong balance
sheet position, enable us to explore more opportunities, particularly in the first and
second-tier cities in the PRC. We believe we can generate rapid and sustainable growth
in the future and that our strategy of prudent balance sheet and strong cash flows will
provide the necessary financial flexibility to pursue fast and large-scale expansion.

SERVICES AND PRODUCTS
1. Slimming and Beauty Services

We engage in the provision of slimming and beauty services under the brands “Perfect
Shape &3, “Dr. Face”, “%I54# . “Paris Beauty” and “Mosee”. “Perfect Shape W J&
¥l is our major operating brand and accounted for nearly 90% of our revenue during the
Track Record Period. For further details of our operating brands, please refer to the
paragraph headed “Brands” in this sub-section. The provision of slimming and beauty
services are conducted by the same group of therapists in our service centres. Revenue from
provision of slimming and beauty services accounted for HK$143.3 million, HK§148.5
million, HK$203.0 million and HK§83.7 million, for the years ended 31 March 2009, 2010,
2011 and the four months ended 31 July 2011, representing 60.6%, 63.2%, 65.7% and
62.2% of our total revenue, respectively. We sold 12,867, 17,466, 23,832 and 9,101 prepaid
slimming and beauty packages for the years ended 31 March 2009, 2010, 2011 and the four
months ended 31 July 2011, respectively. As confirmed by the Directors, there was no
particular concentration on certain types of services and discount offered to the clients.

Slimming services

We offer around 100 types of slimming treatments which not only focus on weight
loss management but also emphasise on body shaping and maintenance. Our slimming
treatments are based on a combination of treatments on body parts which we classify
into five major parts namely arms, calves, thighs, waist and abdomen, and hips, as well
as slimming equipment used which can be categorised by their major function into fat
burning (such as TNT, Zero-Fat, Cryo-V, Delta-X, Appollo-8000), body shaping (such
as E-Body, GTG, V8, Laser-fit, Slim-One), and lymphatic draining (such as ESB, ISL,
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Therma-Spa, RF60 and SDV). Depending on the conditions of the clients and the
progress of their slimming programme, our consultants recommend the most suitable
slimming treatments with the use of different slimming equipment which apply
different methods and theories such as ultra-sonic, electric current, radio frequency,
heating effects to achieve different target results, coupled with the use of different
massage technique and slimming products to achieve desirable results for clients. Our
slimming treatments include:

Lymphatic drainage series Meridian lymphatic draining treatment
European lymphatic draining treatment
Aromatic lymphatic draining treatment
Ultra-sonic lymphatic draining treatment
Bio-current lymphatic draining treatment

Break and burn series Radio-frequency slimming treatment
Anti-cellulite slimming treatment
Zero-fat slimming treatment
Cryo-V slimming treatment
TNT slimming treatment

Body shaping series Slim-fit body shaping treatment
Slim-perfect body shaping treatment
Magic-slim body shaping treatment
V8 body shaping treatment
GTG body shaping treatment

During the Track Record Period, apart from two slimming treatments, both of
which were catered for new clients, and were subject to refund depending on the
clients’ achievement or non-achievement of agreed slimming results, all our packages
are non-refundable. The amount of revenue attributable to these refundable slimming
programmes were HK$0.9 million, HK$29.9 million, HK$7.7 million and HK$0.3
million for the years ended 31 March 2009, 2010, 2011 and the four months ended 31
July 2011, respectively. The amount of refunds to clients under such refundable
slimming programmes were nil, HK$4.8 million, HK$3.6 million and nil during the
Track Record Period, respectively.

We take pride in the provision of tailor-made slimming services. We recommend
the most suitable slimming treatments to our clients based upon our clients’ goals and
physical conditions. Our consultants and nutritionists are involved in the
implementation process and closely monitor the progress of and follow up with each
client throughout the whole slimming programme. Under our tailor-made slimming
programme, a client is required to attend our service treatments for two to three times
per week and two to three service treatments per visit for optimal slimming results, as
such, our Directors consider that our slimming packages can be reasonably consumed
in a period of one to three months.
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The following flowchart illustrates the different stages of our slimming
programmes.

PREPARATION

Assess client’s medical history. Particular attention if the client suffers from certain conditions such as heart
disease, asthma, diabetes, skin disease or other relevant medical condition, measure weight and height,
analyse fat/muscle densities and fattening causes

v
Interview client to understand their target weight loss and/or ideal body shape. Obtain information in
relation to our client’s living and diet habits

v

Recommend and explain slimming programme based on client’s goals and physical conditions

¥

IMPLEMENTATION

Client book treatment in advance with the therapist

Our comprehensive slimming treatment focuses on the following:

v

Soften,
dissolve, dredge
and tighten fat
in problem
areas e.g.
tummy, thigh,
waist and hip

Massage client
with fat-
burning essence
to accelerate
the fat
softening
process,
stimulate
detoxification
of lymphatic
system and
promote
intestinal
movement.
Drive the body
into the best
condition for
the effect of fat-
melting

Apply
specialised
slimming
equipment to
further dissolve
obstinate fat by
applying 500
thousand times
per second of
anode and
cathode electric
current
interaction to
initiate
biological heat
on deep fat and
raising body
temperature by
5°C-7°C

Dredge away
dissolved fat
and cellulite
through the
lymphatic
system,
motivate inner
oxygen
circulation, and
release toxic
waste from the
body

Scatter deep fat
under the skin
to tighten skin
tissues.
Improve skin
elasticity by
using polar-
radio
frequency,
ultra-red ray
and pulse
suction

v

Interview with client after each session to update the progress and adjust the programme according to their
needs and physiological conditions

4

COMPLETION AND FOLLOW-UP

(i)  Our consultants telephone our clients to check their progress and remind them to attend regular
treatment to keep up the results

(i1))  Check and confirm with clients results on weight loss and body shape. Compare the results against the
targets upon completion of slimming programme

(iii)) Make phone calls to clients regularly after completion of slimming programmes to check on the
maintenance of body weight
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Beauty services

We offer around 80 types of beauty treatments including medical beauty
treatments which can be further categorised into treatments with focus on individual
parts of the body such as facial treatments, neck treatments, eye treatments, hand
treatments and breast treatments, as well as spa and massage services with different
machinery and beauty products used to cater for the needs of different clients. Our
beauty treatments (other than medical beauty treatments) are performed by our
therapists manually or with suitable beauty equipment. Our beauty equipment include
T-light (for rejuvenation), Beauty Expert (for whitening), Super RF (for collagen
boosting), Skin Perfect (for firming) and Skin Doctor (for anti-aging). Our beauty
treatments include:

Facial services

Whitening series Magic radiant facial
Hydration series Intense hydrating facial
Rejuvenation series Skin rebirth facial
Firming series Bio-lifting facial
Neo-collagen series Nano collagen facial

Other beauty services

Eye treatment, neck treatment, breast treatment,
hand treatment, body treatment

Medical beauty

We provide medical beauty services specialising in injection treatments of
materials such as BOTOX™, hyaluronic acid and Sculptra®™ and laser treatments for
hair removal, skin rejuvenation and depigmentation in Hong Kong under our brand
name “Dr Face”. We sell our medical beauty services as separate prepaid packages to
our clients. During the Track Record Period, revenue contributed from the medical
beauty services were HKS$10.0 million, HKS$21.6 million, HK$40.1 million and
HK$13.1 million, which accounted for 4.2%, 9.2%, 13.0% and 9.7% of our total
revenue for the years ended 31 March 2009, 2010, 2011 and the four months ended 31
July 2011, respectively.

We have no full-time registered medical practitioners in our service centres, our
medical beauty treatments are performed by part-time registered medical practitioners.
There is no specific requirement on the qualifications or experience of the registered
medical practitioners for performing such treatments under the relevant rules and
regulations in Hong Kong. Our Hong Kong legal advisor confirms that the
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performance of the injection treatments of BOTOX®™, hyaluronic acid and Sculptra®
in Hong Kong by registered medical practitioners do not contravene the laws of Hong
Kong. Apart from injection treatments, other treatments provided under the brand
name of “Dr. Face” such as laser facial, laser hair removal, skin rejuvenation and
depigmentation, as no practice of medicine or surgery are involved, are currently not
required to be performed by registered medical practitioners in Hong Kong.

We pay our registered medical practitioners fixed consultation service fees on a
monthly basis. The service contracts including terms on service time in our service
centres, consultation service fees and scope of services are negotiated and renewed
between our Group and the registered medical practitioners annually. For the years
ended 31 March 2009, 2010 and 2011 and the four months ended 31 July 2011, the
amounts of doctor consultation fees paid by us were HK$2.4 million, HK$1.9 million,
HKS$1.4 million and HK$0.8 million, respectively. The decreasing trend of the doctor
consultation fees paid by us during the Track Record Period was mainly due to the
decrease in the number of part-time registered medical practitioners engaged by us in
performing our medical beauty services.

During the Track Record Period, we engage registered medical practitioners who
(1) with at least three years of post-qualification experience; (ii) no record of medical
accidents during their practice; and (iii) had availability to perform the medical beauty
services during the service time in our service centres as required by us. For the period
from the incorporation of Dr. Face to November 2010, we engaged one registered
medical practitioner, who had 14 years of post-qualification experience in Hong Kong
and with over three years of experience in medical beauty services, for performing the
medical beauty services to our clients. For the period from July 2010 to July 2011, we
engaged another registered medical practitioner, who had seven years of post-
qualification experience in Hong Kong and with about three years of experience in
medical beauty services. The termination of the engagements with the two registered
medical practitioners were mainly due to their personal reasons as they no longer had
availability to perform medical beauty services during the required service time in our
service centres. Since July 2011, we engaged one registered medical practitioner who
had about 18 years of post-qualification experience and with over four years of
experience in medical beauty services. To the best of our Directors’ knowledge, there
had not been any medical accidents by the above three registered medical practitioners
during their practice. Moreover, we will continue to follow the above three criteria in
selecting registered medical practitioners to perform medical beauty services to our
clients in the future.

Our Directors confirm that there was no clients’ complaint and legal proceeding
filed against our Group in relation to our medical beauty services during the Track
Record Period.

Our Directors further confirm that it is the industry practice for registered
medical practitioners in Hong Kong to maintain their own professional liability
insurance with authorised insurance companies to cover the liabilities arising from
their medical practice. Our current insurance policy does not include the said
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professional liability insurance covering the liability, if any, arising from the medical
beauty treatments performed by the part-time registered medical practitioners. Under
the agreements entered into between our Group and the part-time registered medical
practitioners, the part-time registered medical practitioners shall fully indemnify our
Group in respect of all claims, compensation or damages, if any, arising from the
medical beauty services provided by them.

Our marketing materials and advertisements in the PRC, Hong Kong and Macau
were pre-viewed and commented by our in-house counsel and reviewed by our
Directors before publication, and where necessary we will seek external legal advice for
compliance with relevant laws and regulations. Our in-house legal counsel received his
legal studies and is a practicing solicitor in Hong Kong with about three years of post-
qualification experience. He has been working with us since September 2009. Based on
the representations of the Directors and to the best knowledge of our Hong Kong legal
advisor after due inquiry, our Hong Kong legal advisor confirms that the
advertisements published by us and reviewed by our Hong Kong legal advisor in
relation to our medical beauty services during the Track Record Period complied with
the relevant Hong Kong laws and regulations.

We have no current intention to expand our medical beauty services to the PRC
and Macau, but we will review our business strategies and make appropriate
adjustment in relation to our medical beauty services from time to time.

Licensing requirements

The principal laws and regulations in relation to the beauty industry in the PRC
include the Interim Administrative Measures of the Beauty and Hairdressing
Industries and the Administrative Regulations on Health at Public Premises and its
implementation rules.

In Hong Kong and Macau, there is at present no specific legislation governing the
provision of slimming and beauty services and products in respect of our business,
including qualification of the employed personnel or devices used, save and except
regulatory requirements for medical practitioners and Chinese medical practitioners.

For details of the applicable laws and regulations to our operations, please refer
to the section headed “Laws and Regulations” in this prospectus.
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2. Products

In order to complement our services, we sell around 10 types of slimming and beauty
products at our service centres. Our slimming and beauty products are only sold to our
members during the course and for achievement of better results of their service treatments.
Since we do not manufacture the slimming and beauty products ourselves, we are not
subject to the relevant licensing requirements which are applicable to cosmetics
manufacturers in the PRC. In Hong Kong and Macau, as we are not engaged in import
or sales of medical devices containing pharmaceutical products or radioactive substances,
we are not required to obtain specific licences for sales of slimming and beauty products.
We have developed our proprietary brand names focusing on slimming and beauty products
such as “Dr. Lakar”, “Komatsu asuka” and “PH Perfect Health”. For further details of our
operating brands, please refer to the paragraph headed “Brands” in this sub-section.
Examples of our major slimming and beauty products are as follows:

1. Dr. Lakar Swiss Gold Apple Stem Cell Face Mask

Features:

Facial products to provide anti-aging performance for
rejuvenation and a rich infusion of moisture to help
improve texture

g ldkan

Selling price:
HKS$/RMB/MOP680 per set

Expiry period:
24 months

2. Dr. Lakar Swiss Apple Stem Cell Serum

Features:
[ D Uskar Facial products to protect skin cells against oxidative stress
and combat the aging effects

Selling price:
HKS$/RMB/MOP2,800 per set

Expiry period:
18 months
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3. Perfect Shape Bodyperfect Svelte System

Features:
Body slimming products to improve skin flaccidity and
uneven color tone and enhance body contours

Selling price:
HK$/RMB/MOP680 per set

Expiry period:
24 months

4. Perfect Shape Essential Lipid Control

Features:
Body slimming products to achieve moisturizing, anti-
ageing, firming and slimming effects

Selling price:
HK$/RMB/MOP680 per set

Expiry period:
24 months

5. Perfect Shape Bodyperfect Serum

Features:
Body slimming products to help firming, slimming and
rejuvenates skin

Selling price:
HKS$/RMB/MOP4,800 per set

Expiry period:
24 months

We source our slimming and beauty products from independent manufacturers and the
finished products are labelled and sold under our brands. To ensure the quality of our
products, we carefully select our suppliers of slimming and beauty products and engage
independent quality testing institutes to conduct testing on every batch of product supplies
on a sampling basis from our suppliers before launching the products for sales. Generally,
we engage the independent quality testing institutes on a batch-by-batch basis. We will get
quotations from testing institutes on our list of preferential independent quality testing
institutes, who are usually based in the PRC, before receiving such products. Depending on
the institute’s experience in conducting testing on that particular batch of products, the
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quotation given to us and the time required to conduct testing and issue a testing report, we
will select one independent quality testing institute to conduct testing. Only when the testing
report produced is clean will we send the products to our service centres for sales.

During the Track Record Period, we had engaged four independent accredited quality
testing institutes and we mainly engage two preferential independent quality testing
institutes since 2010, one of which is established under the law and authorised by the PRC
Government with over 60 years of experience in testing. The other preferential independent
quality testing institute is a branch testing institute founded by a national chemical testing
centre in Shenzhen, with branch offices in Europe, Hong Kong and other major cities in the
PRC.

Revenue from the sales of slimming and beauty products accounted for HKS$7.0
million, HK$13.6 million, HK$32.8 million and HK$15.6 million, representing 3.0%, 5.8%,
10.6% and 11.6% of our total revenue, for the years ended 31 March 2009, 2010, 2011 and
the four months ended 31 July 2011, respectively. Our sales of slimming and beauty
products increased significantly during the Track Record Period, particularly for the year
ended 31 March 2011 and the four months ended 31 July 2011, as a result of the strong
demand as well as the market acceptance for complementary products for service treatments
which grows in line with our expansion in the PRC. In view of the growing demand of high-
end slimming and beauty products in the PRC, our Directors consider that sales of
slimming and beauty products will be one of the engines driving our future growth.

Since the sales of slimming and beauty products accounted for only 3.0%, 5.8%,
10.6% and 11.6% of our total revenue during the Track Record Period, we currently sell
slimming and beauty products which are for topical use only, and we conduct quality
testing on our slimming and beauty products, our Directors consider that the risk that we
will be subject to claims from our clients causing health problems as a result of the
consumption of such products and/or product liability claim as a result of the consumption
of such products is minimal and therefore have not maintained any product liability
insurance. To the best of our Directors’ knowledge, it is an industry norm not to purchase
product liability insurance. Nevertheless, to cope with the growth of our sales of slimming
and beauty products, we will consider purchase appropriate product liability insurance in
the future.
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3. Brands

The following table sets out details of our brands for our slimming and beauty services
and products.

Number of
treatments
Brand Nature per package  Price range Location
(HKS$ equivalent)
Perfect Shaped# i  Provision of slimming and beauty  6-150 HK$888-HK $48,880 PRC/Hong Kong/
services and sale of products Macau
P Provision of slimming and beauty ~ 7-135 HK$399-HK$29,880 PRC
services and sale of products
Dr. Face Provision of medical beauty 1-60 HK$4,800-HK $198,000 Hong Kong
services and sale of products
Paris Beauty Provision of beauty services and 10 HKS$2,142-HK$9,048 PRC
sale of products
Mosee Provision of hair removal services  4-43 HK$999-HK $27,000 PRC
Dr. Lakar High-end facial products — HK$380-HKS$2,800 per set  Hong Kong/
Macau/PRC
Komatsu asuka Facial and other beauty products — HK$380-HK$980 per set Hong Kong
PH Perfect Health Meal replacement products — HKS$680 per set Hong Kong/Macau

We had ceased the operations of the brands “JEfF#L” for providing slimming services
and “Dr. Louis” for providing hair removal services in Hong Kong during the Track
Record Period. We commenced the operations of the brands “#13#£” and “Dr. Louis” in
October 2006 and June 2004 but had ceased their operations in May 2008 and March 2010
respectively as our management intended to focus resources on our premium brand “Perfect
Shape W J& 3", There were no major differences among the business models of the business
operated under the brands “J8f5i#£” and “Dr. Louis” and the other brands currently
operated by us.

SERVICE CENTRES

We have a designated business development department, which comprised 12 staff as at
31 July 2011, and is responsible for implementation of our business expansion strategies
including planning, market research and launch of new service centres. Our business
development department also works closely with our marketing department in the
promotion of our brands and services.

Network of Service Centres

As at the Latest Practicable Date, we operated a network of 57 service centres, with 12
in Hong Kong, one in Macau and 44 in 10 major cities in the PRC, namely Shanghai,
Guangzhou, Shenzhen, Beijing, Dongguan, Foshan, Chengdu, Nanjing, Tianjin and
Chongqing. We classify our service centres into two categories, namely flagship centres
and standard centres. Our service centres which are located in prestigious shopping malls or
high-end departmental stores in prime locations are classified as flagship centres, and the
others are classified as standard centres. All standard and flagship centres are operated by
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ourselves and there is no material difference in the services provided by our standard and
flagship centres. As at the Latest Practicable Date, the average size of our flagship centres
and standard centres is about 425 sq.m. and 195 sq.m., respectively. The table below shows
the service centres operated by us as at the Latest Practicable Date:

Location Number of service centres Brands
Standard  Flagship
centres centres Total
Shanghai 10 2 12— 11 centres under the brand “Perfect Shape W8k~
— 1 centre under the brand “E 4"
Guangzhou 7 3 10— 8 centres under the brand “Perfect Shape 5% u”

— 1 centre under the brand “&I5HHHE"
— 1 centre under the brand “Mosee”

Shenzhen 4 2 6 — 5 centres under the brand “Perfect Shape 2AJ& u}”
— 1 centre under the brand “Mosee”

Beijing 5 1 6 — 6 centres under the brand “Perfect Shape 5% "

Dongguan 3 — 3 — 3 centres under the brand “Perfect Shape 5% uf”

Foshan 1 — 1 — 1 centre under the brand “Perfect Shape W8 i

Chengdu 2 — 2 — 2 centres under the brand “Perfect Shape W& v~

Nanjing 1 — 1 — 1 centre under the brand “Perfect Shape Wi

Tianjin 1 — 1 — 1 centre under the brand “Perfect Shape W8 i

Chongqing 2 — 2 — 1 centre under the brand “Perfect Shape W8 k>
— 1 centre under the brand “Paris Beauty”

Hong Kong 9 3 12— 9 centres under the brand “Perfect Shape W8 f”
— 3 centres under the brand “Dr. Face”

Macau 1 — 1 — 1 centre under the brand of “Perfect Shape WAy~

Total 46 11 57
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The following map illustrates our service centre network as at the Latest Practicable

Date:

Chengdu

2 standard centres

Beijing

1 flagship centre
5 standard centres

Tianjin
1 standard centre

Nanjing
1 standard centre

Shanghai
2 flagship centres
10 standard centres

Dongguan
3 standard centres

Shenzhen
2 flagship centres
4 standard centres

Chongqing

Foshan
1 standard centre o e
3 flagship centres
Guangzhou Macau eshuip
9 standard centres

7 standard centres

2 standard centres
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The following table sets out the revenue breakdown by geographical locations during
the Track Record Period:

Four months ended

Year ended 31 March 31 July
2009 2010 2011 2010 2011
HK$000 HK$'000 HKS$000 HK$000 HKS$'000

(unaudited)

Hong Kong 223,497 188,067 131,947 53,463 30,136
The PRC 1,900 34,139 162,851 42,548 99,465
Macau 10,876 12,651 14,178 4,864 4,898
236,273 234,857 308,976 100,875 134,499

There has been a fall in revenue from Hong Kong market during the Track Record
Period from HK$223.5 million for the year ended 31 March 2009 to HK$188.1 million for
the year ended 31 March 2010 and further down to HK$131.9 million for the year ended 31
March 2011. For the four months ended 31 July 2011, revenue from Hong Kong market
decreased to HK$30.1 million from HK$53.5 million for the same period in 2010. Number
of our service centres in Hong Kong also decreased from 20 as at 31 March 2009 to 12 as at
the Latest Practicable Date. We take the view that the slimming and beauty market in Hong
Kong has already saturated and we face increasing competition from other market players
which led to the decrease in revenue contributed from our Hong Kong operation and
decrease in the number of Hong Kong service centres during the Track Record Period,
while at the same time, we focus our resources on our expansion in the PRC including
relocation of well-trained and experienced frontline staff from Hong Kong to the PRC
market.

We experienced rapid expansion of our service centre network, particularly in the
PRC, during the Track Record Period. The total number of service centres increased from
22 as at 31 March 2009 to 57 as at the Latest Practicable Date. The following table shows
the growth of our service centres during the Track Record Period.
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Number of service centres as at

Latest
Location 31 March Practicable
2009 2010 2011 Date

PRC
Shanghai — 1 9 12
Shenzhen 1 2 6 6
Guangzhou — 2 6 10
Beijing — 1 3 6
Other cities — — 6 10
Sub-total 1 6 30 44
Hong Kong (Note) 20 14 15 12
Macau 1 1 1 1
Total 22 21 46 57

Note: Our service centres in Hong Kong were located at Central, Causeway Bay, Mongkok, Tsuen Wan,
Tsim Sha Tsui, Tuen Mun, Yuen Long, Shatin and Tai Po.

The following table sets out the number of additions and closures of our service centres
during the Track Record Period and up to the Latest Practicable Date.

PRC
From
1 April 2011
up to the
Latest
Years ended 31 March Practicable
2009 2010 2011 Date
Number of service centres at the

beginning of the relevant period — 1 6 30

Addition of service centres during the
relevant period 1 5 24 14

Number of service centres at the end
of the relevant period 1 6 30 44
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Hong Kong
From
1 April 2011
up to the
Latest
Years ended 31 March Practicable
2009 2010 2011 Date
Number of service centres at the
beginning of the relevant period 20 20 14 15
Addition of service centres during the
relevant period 1 2 4 —
Closure of service centres during the
relevant period 1 8 3 3
Number of service centres at the end
of the relevant period 20 14 15 12

In view that the slimming and beauty market in Hong Kong has saturated and we face
increasing competition from other market players, we reduced the number of our service
centres in Hong Kong during the Track Record Period and up to the Latest Practicable
Date, and revenue derived from Hong Kong market decreased accordingly. At the same
time, we continued to reallocate our financial and human resources from Hong Kong
market to expand our operation in the PRC market.

Macau

We operated one service centre in Macau during the Track Record Period and up to
the Latest Practicable Date.
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Utilisation

The following table provides details of the utilisation of our service centres during the
Track Record Period:

Year ended 31 March Four months ended 31 July
2009 2010 2011 2011
Actual Actual Actual Actual
Service Service Utilisation Service Service Utilisation Service Service Utilisation Service Service Utilisation
Capacity Provided Rate Capacity Provided Rate Capacity Provided Rate Capacity Provided Rate
(number of ~ (number of (number of (number of (number of ~ (number of (number of (number of
treatments in  treatments in treatments in  treatments in treatments in  treatments in treatments in  treatments in
thousand) thousand) thousand) thousand) thousand) thousand) thousand) thousand)
(Note 1) (Note 2) (Note 3) (Note 1) (Note 2) (Note 3) (Note 1) (Note 2) (Note 3) (Note 1) (Note 2) (Note 3)
PRC (Note 5)
Shanghai
Weekday (Note 4)
— Peak Hours 0.2 0 0% 26.1 14.5 56% 19.8 15.5 8%
— Non-Peak Hours — — — 0.6 0 0% 78.2 243 31% 59.4 27.1 46%
Weekend (Note 4)
— Peak Hours 0.0 0 0% 10.2 4.5 4% 8.2 4.9 60%
— Non-Peak Hours - — — 0.2 0 0% 30.5 8.1 27% 24.6 10.4 2%
Beijing
Weekday (Note 4)
— Peak Hours 1.5 0.3 20% 24.2 8.0 33% 11.2 3.9 35%
— Non-Peak Hours — — — 4.6 0.3 7% 72.5 10.8 15% 335 6.4 19%
Weekend (Note 4)
— Peak Hours 0.6 0 0% 9.6 2.2 23% 4.7 1.1 24%
— Non-Peak Hours - — — 1.8 0.1 6% 28.9 4.0 14% 14.0 2.1 19%
Shenzhen
Weekday (Note 4)
— Peak Hours 22 1.3 59% 14.4 12.6 88% 27.0 22.6 84% 13.0 8.8 67%
— Non-Peak Hours 6.5 32 49% 432 20.8 48% 81.0 324 40% 39.1 15.2 39%
Weekend (Note 4)
— Peak Hours 0.9 0.6 67% 5.6 4.7 84% 10.6 7.1 67% 5.4 2.1 49%

Non-Peak Hours 2.6 0.9 35% 16.9 6.3 3% 319 11.6 36% 16.3 6.0 3%
Guangzhou
Weekday (Note 4)

— Peak Hours - — — 12.8 10.2 80% 32.8 25.4 1% 16.1 12.6 8%
— Non-Peak Hours — — — 383 20.2 53% 98.5 56.7 58% 482 19.8 41%
Weekend (Note 4)

— Peak Hours — — — 4.9 39 80% 13.0 9.7 75% 6.6 37 56%
— Non-Peak Hours — — — 14.8 59 40% 39.1 17.6 45% 19.8 7.0 35%
Other PRC cities

Weekday (Note 4)

Peak Hours 4.1 0.7 17% 321 7.1 2% 15.5 3.0 20%
— Non-Peak Hours - — — 12.3 12 10% 96.4 133 14% 46.4 5.9 13%
Weekend (Note 4)

— Peak Hours — — — 1.5 0.3 20% 12.7 32 25% 6.2 0.8 13%
— Non-Peak Hours — — — 4.6 0.3 7% 38.2 3.6 9% 18.7 23 12%
PRC Subtotal
Weekday (Note 4)

Peak Hours 22 1.3 59% 33.0 238 2% 142.2 71.6 55% 75.5 438 58%
— Non-Peak Hours 6.5 3.2 49% 99.0 4.5 43% 426.6 137.5 32% 226.5 744 33%
Weekend (Note 4)

— Peak Hours 0.9 0.6 67% 12.6 8.9 1% 56.1 26.7 48% 311 13.2 42%
— Non-Peak Hours 2.6 0.9 35% 383 12.6 33% 168.6 44.9 27% 93.4 28.4 30%
Hong Kong (Note 6)

Weekday (Note 4)

Peak Hours 107.5 953 87% 96.4 714 80% 95.2 417 50% 29.8 10.5 35%

Non-Peak Hours 3225 162.4 50% 289.3 121.5 2% 2855 70.8 25% 89.4 17.9 20%
Weekend (Note 4)

— Peak Hours 424 337 9% 37.2 24.4 66% 33.6 14.8 44% 10.4 1.6 15%
— Non-Peak Hours 1272 36.2 28% 17 26.8 24% 100.8 15.9 16% 311 6.2 20%
Macau

Weekday (Note 4)

— Peak Hours 7.4 5.8 8% 9.7 6.7 69% 9.8 5.8 59% 33 1.8 55%

Non-Peak Hours 223 10.4 47% 29.1 10.3 35% 293 10.5 36% 9.8 33 33%
Weekend (Note 4)

— Peak Hours 3.0 23 1% 39 23 59% 39 2.1 54% 1.4 0.8 59%
— Non-Peak Hours 9.1 2.9 32% 11.6 2.9 25% 11.6 2.5 2% 4.1 0.8 20%
Total

Weekday

Peak Hours 17.1 102.4 87% 139.1 107.9 8% 2472 1311 53% 108.6 56.1 52%

Non-Peak Hours 3513 176.0 50% 4174 174.3 2% 741.4 2188 30% 3257 95.6 29%
Weekend
— Peak Hours 46.3 36.6 9% 537 35.6 66% 93.6 43.6 47% 4.9 15.6 36%
— Non-Peak Hours 138.9 40.0 29% 161.6 423 26% 281.0 633 23% 128.6 354 28%
Overall 653.6 355 54% 771.8 360.1 41% 1,363.2 456.8 34% 605.8 202.8 34%
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Notes:

1. Service capacity refers to the total annual capacity for provision of treatments which is calculated
based on (i) the number of operating hours i.e. 8§ hours per day; (ii) the number of days of business
i.e. 358-360 days in Hong Kong and Macau, and 362-365 days in the PRC; and (iii) the number of
rooms for provision of services.

2. Actual service provided refers to the actual number of treatments provided to clients in the year.

3. Weekday means Monday to Friday. Weekend means Saturday and Sunday. Peak hours means: (i) 5
p.m. to 8:30 p.m. during weekday and (ii) 1:30 p.m. to 4:30 p.m. during weekend. Non-Peak hours
means the remaining operating hours.

4. Utilisation rate is calculated by dividing the actual service provided with service capacity.

5. Our first service centre in the PRC was opened in Shenzhen during the first quarter of 2009. The
decrease in utilisation rates of our service centres in the PRC during the Track Record Period was
principally due to the increase in the number of our service centres in the PRC during the Track
Record Period which resulted in the increase in the service capacity of our service centres in the
PRC.

6. The decrease in utilisation rates of our service centres in Hong Kong during the Track Record
Period was principally due to decrease in the actual service provided in Hong Kong as a result of the
fact that the slimming and beauty market in Hong Kong has already saturated and we face
increasing competition from other market players.

We provide same types of services and same types of equipment in all our service
centres, while our flagship centres generally have more treatment rooms, equipment and
staff to accommodate clients’ need. We allocate manpower and number of equipment
among our service centres by taking into account a number of factors including their sizes,
locations, number of members, number of prepaid packages sold and historical booking
records of clients to optimise utilisation of our resources.

During the Track Record Period, the service capacity of our service centres were not
fully utilised, and the utilisation rates of our service centres during the peak hours ranged
from 36% to 87% and during the non-peak hours ranged from 23% to 50%.

We constantly monitor (i) the utilisation rate of our services centres; (ii) the
consumption status of prepaid packages already sold to our clients; and (iii) new prepaid
packages sold to our clients from time to time. To ensure we have sufficient capacity to
handle all prepaid packages sold, we are able to implement the following measures to
increase our service capacity to cater for all the prepaid packages that we have sold to our
clients:

1. extend the service hours of our service centres;

2. reallocate human resource among service centres in the same region;
3. recruit additional frontline staff;

4. purchase additional equipment; and/or

5. establish new service centres.
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Our Directors confirm that (i) we have sufficient service capacity to handle all prepaid
packages sold to clients; and (ii) we have appropriate control measures to monitor the
utilisation rate of our services centres, the consumption status of prepaid packages sold;
and new prepaid packages sold to our clients.

In addition to the unutilised service capacity of our service centres, we have sufficient
manpower to provide all service treatments for the prepaid packages sold to clients as
demonstrated by the average service hour of our therapists. According to our internal
records, the average service hour of each therapist were around 3 to 4 hours per day, 4 to 5
hours per day, and 5 to 6 hours per day in the PRC, Hong Kong and Macau, respectively,
during the Track Record Period. Under the terms of employment, the normal working
hours for our therapists are 8 hours per day in the PRC, Hong Kong and Macau.

In view of the facts that (i) we had buffer service capacity during the Track Record
Period; (ii) we have sufficient manpower to provide service treatments; and (iii) we regularly
assess the service loading of our service centres, our Directors consider that we have
sufficient capacity to provide service treatments of prepaid packages within the validity
period.

Store Opening and Site Selection

Our business development department is in charge of expanding our service centre
network. We have compiled a procedural manual listing out all the critical and important
factors we need to consider for the establishment of a new service centre, including but not
limited to the following:

e the location, neighbourhood and accessibility of the site (e.g. whether it is located
near any large shopping malls, office and commercial areas, entertainment venues,
residential areas, etc.);

e number and spending power of the population in that particular area;
e  projections on the return on rentals;

e composition of tenants (e.g. whether there are any other reputable brand names
which have opened stores nearby); and

e  potential competition in the same area.
Our site selection and store opening process is as follows:
(1) Site Selection

Our service centres are usually situated in one of the following site locations,
namely:

e  busy commercial districts with high pedestrian flow;

° entertainment centres;
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e  prestigious shopping malls and office buildings;
e  Dbusiness districts; and
e residential estates.

We rely on our business development department to source and identify suitable
locations. If necessary, we may engage professional consultancy company or real estate
agent to assist us in finding potential sites.

(2) Internal business evaluation

Once we have identified potential sites, we will commence our internal due
diligence procedures. We have developed a set of standard due diligence procedures to
which we must adhere when a potential site for a service centre is identified. We obtain
opinions and approvals from our various departments including business development,
operation, marketing, finance, legal, and our CEO. Once our CEO endorses and
approves the results of our due diligence, our business development department will
approach the landlord to begin negotiations of the lease.

(3) Lease negotiations and the signing of the lease agreement

We will contact the landlord to commence negotiations on the terms and
conditions of our lease. Upon successful completion of negotiations with the landlord,
we will execute the lease agreement. Tenancies of most of our service centres in the
PRC run for five years, whereas most of those in Hong Kong, run for two years. The
tenancy in Macau runs for four years.

(4) Service centres renovations and opening

The site is then equipped with slimming and beauty equipments and renovated in
accordance with our standard layouts. We take an average of two months to complete
the renovations for each service centre.

(5) Regulatory compliance

We have also implemented a clear set of internal compliance guidelines for the
opening of any new service centre in the PRC to prevent breaches of regulations. Our
administrative department, marketing, engineering, finance and development
departments have been instructed to apply for all relevant licences and approvals
which we will require each time a new service centre opens.

On 15 April 2011, we entered into strategic co-operation agreements with a Hong
Kong listed departmental store chain operator and a property developer in the PRC,
both of which are Independent Third Parties. Pursuant to the strategic co-operation
agreements, which are not legally binding, the parties will give us preference in entering
into negotiation for co-operation arrangements with respect to their respective
property development projects, while we will give preferential consideration to
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station into the property developed by them. We have not paid any consideration for
the preference given to us under the strategic co-operation agreements. The terms of
the strategic co-operation agreements are for three years from the date of entering the
agreement. We expect to enter into binding agreement within three years from the
signing of the strategic co-operation agreements. As at the Latest Practicable Date, we
had not entered into any legally binding agreements in relation to the said strategic co-
operation arrangements.

REVENUE AND CREDIT CONTROL
Revenue Model

We promote our slimming and beauty services by offering prepaid packages to clients.
Our prepaid packages have a validity period of one year. As part of our loyalty programme,
with the view to promote through word-of-mouth and encourage sales of new premium
packages as well as to enhance customer loyalty and establish long-term relationship with
our clients, we may, at our discretion, allow our clients to upgrade their existing slimming
and beauty packages to new premium slimming and beauty packages before the expiry of
the existing packages. The Directors believe that the upgrade arrangement also provides an
option for the clients to experience the latest slimming technology without sacrificing the
unutilised value of their existing packages. No upgrade is allowed after the expiry of the
existing packages. In the event of package upgrade, contract of the existing package will be
terminated and a new contract will be signed between us and the relevant client on the new
premium package. Clients are required to pay the difference between the new premium
package and the unutilised existing package value. Upon the signing of new contract, the
new premium package will have a validity period of one year from the date of the new
contract. According to our Group’s accounting policy, (i) the unutilised value of the
existing package will not be recognised as revenue upon its termination; (ii) proceeds
received from the client for the upgraded package together with the amount of unutilised
existing package are recognised as the deferred revenue at the point of new contract was
signed; (ii1) revenue will be recognised when the services are delivered to the client under the
new contract; and (iv) revenue will be recognised from expired packages when new contract
becomes expired. For details of our loyalty programme, please refer to “Marketing —
Marketing and sales — Loyalty programme to clients” below in this section.

Our Directors consider that the validity period of prepaid packages offered by our
Group is consistent with the industry norm. The price and number of treatments of prepaid
packages vary according to the brands and the natures of services provided. For further
details, please refer to “Services and Products — Brands” above in this section. Our
Directors believe that this prepayment mode of operation enables us to enhance client
loyalty and establish long-term relationship with our clients. For financial reporting
purposes, the prepaid packages are recorded as deferred revenue in the balance sheet at the
point of sales and subsequently recognised as revenue in the income statement when the
service treatments are delivered to clients. Prepaid packages over one year from the date of
purchase are fully recognised as revenue.
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Accounting policy
As stated in Hong Kong Accounting Standard 18 “Revenue”:

“When the outcome of a transaction involving the rendering of services can be
estimated reliably, revenue associated with the transaction shall be recognised by reference
to the stage of completion of the transaction at the end of the reporting period. The
outcome of a transaction can be estimated reliably when all the following conditions are
satisfied:

(a) the amount of revenue can be measured reliably;

(b) it is probable that the economic benefits associated with the transaction will flow
to the entity;

(c) the stage of completion of the transaction at the end of the reporting period can be
measured reliably; and

(d) the costs incurred for the transaction and the costs to complete the transaction
can be measured reliably.”

It further states that:

“An entity is generally able to make reliable estimates after it has agreed to the
following with the other parties to the transaction:

(a) each party’s enforceable rights regarding the service to be provided and received
by the parties;

(b) the consideration to be exchanged; and
(c) the manner and terms of settlement.

It is also usually necessary for the entity to have an effective internal financial
budgeting and reporting system. The entity reviews and, when necessary, revises the
estimates of revenue as the service is performed. The need for such revisions does not
necessarily indicate that the outcome of the transaction cannot be estimated reliably.”

Our Group’s services are targeting a wide spectrum of customers with different
consumer behaviour and consumption patterns. The significant factors affecting such
consumer behaviour and consumption patterns including but not limited to:

e customer profile, such as age, household income, self-esteem, personality and
marital status;

e launch of new products and services by the Group’s competitors;

e continuously changing economic environment;
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e  cultural differences among provinces in China, Hong Kong and Macau;
e social factors, such as consumer’s reference group and beliefs; and

e rapid technology advancements, both on the development of products and
services and the marketing channels and media of communications.

The level of revenue recognised from the expired packages is heavily affected by the
aforesaid factors over which we have limited control. The rapid expansion in our client base
also increases our difficulty in estimating the level of revenue recognised from the expired
prepaid packages. The number of our members increased by 8,340, 15,627 and 23,212 for
the years ended March 31, 2009, 2010 and 2011, respectively. In addition, due to the
relatively short operating history of our Group in China, it is also difficult for our Group to
estimate the level of revenue recognised from the expired packages reliably in China market,
which on the other hand contributed a significant portion of our Group’s revenue during
the last financial year of the Track Record Period. Furthermore, the range of revenue
recognised from the expired packages over total revenue from 24% to 36% of our Group’s
revenue during the Track Record Period is indeed a wide range. It indicates that the
consumer behaviour and consumption pattern is ever-changing and it is inappropriate for
our management to conclude a reliable estimate at the end of each reporting period during
the Track Record Period.

Due to the foregoing reasons, our Directors believe that it is appropriate to recognise
revenue only when the services are rendered to its clients or until the end of the contractual
period when the Group has no further obligations to render the services. It is inappropriate
for the Group to expedite the revenue recognition relating to any unutilised treatments
during the Track Record Period by estimating an level of revenue recognised from the
expired packages. Nevertheless, the Group will revisit its accounting policies from time to
time and adopt the appropriate accounting policies where appropriate in order to comply
with the HKFRSs.

Information system for revenue recognition

We maintain reliable information system and procedures to keep track of the
information on the prepaid packages on a contract-by-contract basis, so that we can:

— record revenue when services are provided;
— recognise revenue when the prepaid packages are expired; and
— calculate deferred revenue as appropriate.

The system mainly comprises a point-of-sales database to record the origination,
utilisation, expiry dates and changes of prepaid packages sold to clients. The system also
has an application programme to analyse the data kept in the point-of-sales database and
compute the appropriate allocation of proceeds received from the sales of prepaid packages
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to revenue and deferred revenue. Based on the information kept in the point-of-sales
database, we can also identify the expired contracts and quantify the relevant amount of
deferred revenue written off for accounting purpose.

After each financial year end date, we generate report summarising details of the
prepaid packages by contract numbers as at the financial year end date of the corresponding
financial year. Both our operation and finance department staff will carry out manual
checking control to check and reconcile the data in the point-of-sales system and review the
computation of revenue from provision of services, revenue from expired prepaid packages
and deferred revenue for accounting purpose.

Revenue and cost recording of our slimming and beauty prepaid packages

We price our slimming and beauty treatments in a bundle with reference to a number of
factors including (i) the number of treatment services in a package; (i) body parts receiving
treatments; (iii) advancement of equipment to be applied; (iv) slimming or beauty products
used during service treatments; (v) types of massage techniques used; and (vi) the price of
similar services in the market. Generally speaking, service treatments in the same package
have similar values from our Group’s pricing strategy.

To optimise the slimming results, we provide tailor-made slimming solutions to clients
by adjusting the type of equipment, slimming products, and types of massage techniques
during different stages of the slimming programme in accordance with each client’s
slimming progress and physical condition.

When a client received our services treatment, we will record revenue from provision of
services treatment at an amount equals to the selling price of a specific prepaid package
divided by the number of services treatment under such prepaid package in our accounting
system.

We do not apply cost accounting to allocate the operating costs into each prepaid
packages. Operating costs including employee benefit expense, operating lease rentals and
depreciation of property, plant and equipment, are common costs shared among the
services treatment provided by the same service centre. As such, we record such operating
costs of each service centre in total in its accounting system and thus cannot calculate the
attributable profit margins of different service packages.

Revenue and cost recording of our slimming and beauty products

When the sales of different slimming and beauty products are made, its respective
selling prices and number of quantities sold are recorded in our Group’s accounting system.
The respective costs of slimming and beauty products are recorded in our Group’s
accounting system as well. During the Track Record Period, the gross profit margins of our
products were in a range of 80% to 90%.
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Deferred revenue

For the years ended 31 March 2009, 2010, 2011 and the four months ended 31 July
2011, we sold prepaid packages in the amount of HK$229.2 million, HK$232.5 million,
HK$306.2 million and HK§118.3 million, respectively. Our prepaid packages are valid for
one year. We record these prepaid packages as deferred revenue in the balance sheet at the
point of sales. As a result of our rapid business expansion in the PRC, our deferred revenue
increased during the Track Record Period. Deferred revenue as at 31 March 2009, 2010,
2011 and 31 July 2011 were HK$118.3 million, HK$122.4 million, HK$148.7 million and
HKS$§147.0 million, respectively. For financial reporting purposes, we recognise prepaid
packages as our revenue from time to time in the income statement when the service
treatments are delivered to clients. The amount which represents services yet to be rendered
will be recorded as liability.

Expired prepaid packages

As clients are not entitled to enjoy services after expiry date, we fully recognise overdue
prepaid packages as revenue from expired prepaid packages in the income statement.
Revenue from the recognition of expired prepaid packages amounted to HK$86.0 million,
HK$72.8 million, HK$73.3 million and HKS$35.1 million, for the years ended 31 March
2009, 2010, 2011 and the four months ended 31 July 2011, which accounted for 36.4%,
31.0%, 23.7% and 26.1% of our revenue, respectively.

Each customer shall enter into a standard contract with us when the customer
purchases any of our prepaid beauty and slimming packages. The contract clearly sets out
terms and conditions of prepaid packages including, without limitation, a term which states
‘The use of services/treatments shall be valid for 12 months from the date of purchase’. Our
respective legal advisors as to the PRC, Hong Kong and Macau laws are in the view that the
standard contracts entered into with the clients become valid and legally binding upon due
execution, and hence pursuant to the standard contracts, clients are not entitled to refund
under the prepaid packages after the validity period, i.e. 12 months from the date of
payment of deposit, which form the legal framework and basis for us to regard the unused
portion of expiring prepaid packages as belonging to our Company. The standard contract
also includes other terms, including that the Group shall be entitled to interrupt the
treatment programme and/or terminate the standing contract should the customer fail to
settle the full amount of the packages before the respective due date. In the event of package
upgrade, contract of the existing package will be terminated and a new contract will be
signed between us and the relevant client on the new premium package. As advised by our
respective legal advisors as to the PRC, Hong Kong and Macau laws, there is no legal
impediment in the PRC, Hong Kong and Macau to our recognition of revenue from expired
prepaid packages when the prepaid packages we sold to our clients expired, and there are
currently no impending changes in laws and regulations in the PRC, Hong Kong and
Macau that might affect the Company’s recognition of income on the expired prepaid
packages. Pursuant to our internal control policy, consultants are required to go through
each of the terms and conditions on the contract with customers in the PRC, Hong Kong
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and Macau before the customers make payment for the prepaid packages, and customers
are required to sign on the contract to acknowledge their understanding of the terms and
conditions on the contract.

We consider that the clients usually have full enthusiasm when they join the slimming
programmes. Clients have to regularly and continuously attend slimming treatments to
achieve target results which require a high degree of commitment and cooperation of
clients. Clients may subsequently fail to follow the designated slimming programme due to
their inertia and lack of momentum to attend slimming service treatments, which from time
to time lead to unutilised service treatments and expiry of their prepaid packages. We
generate weekly reports on the amount of utilised prepaid packages which are generated
from our accounting system. If there are significant changes in amounts of expired prepaid
packages, we will analyse the reasons and response accordingly. In order to achieve better
slimming results, we encourage our clients to regularly attend to service treatments. For
clients who do not come up for services for two consecutive weeks, our computerised
information system will automatically send reminder SMS to them on a weekly basis for
five consecutive weeks. If the clients still do not make service bookings after the receipt of
our SMS, our customer service staff will call them to follow up directly. We believe that
these measures not only enable us to reduce the amount of expired prepaid packages, but
also ensure our clients achieve better results in their slimming programmes.

Refund Policy

During the Track Record Period, we had two refundable programmes, which were not
transferable, namely (i) refundable programme when clients could achieve agreed slimming
results (“achievement refundable programme”) and (ii) refundable programme when clients
could not achieve agreed slimming results (“non-achievement refundable programme”).

Achievement refundable programme

For the period from 1 April 2009 to 30 April 2010, we had launched the achievement
refundable programme which was a tailor-made slimming programme targeting a particular
group of clients with average selling price of HK$/MOP39,900 for Hong Kong and Macau
service centres. The achievement refundable programme allowed the client to indicate her
desired weight target. Our consultant assesses whether the desired weight target indicated
by the client is achievable taking into account her body mass index, weight history and
other relevant conditions. Based on the results, our consultant proposes a slimming package
to the client with a weight reduction target and a defined period. Our consultant explains
the terms of the programme and agrees the weight reduction target with the client before
concluding the contract.

In order to encourage the client to put effort keeping her ideal body weight, the client
would be eligible to obtain a refund up to 100% of the service plan fee the client had paid
when she could achieve weight target after completion of treatment. If the client could not
achieve weight target immediately after completion of treatment, she would not be eligible
to any refund and we would not have any further refund obligation. We measured the
weight of those eligible clients every month in the following 12 months after the treatment
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and the eligible clients could get one-twelfth of the service plan fee paid if the weight could
be maintained below the designated weight target in that particular measure. A failure in a
particular measure would not affect the eligibility for the refund in subsequent months.

The achievement refundable programme was one of our promotional campaigns to
increase the awareness of our brands and services. We ceased selling of the achievement
refundable programme in April 2010 as we considered that the achievement refundable
programme had resulted in our expected promotional effect. There were a total of 1,038
clients joined the achievement refundable programme and 299 clients finally could achieve
the agreed weight target immediately after treatment and eligible for refund. According to
our accounting policy, the proceeds received from the achievement refundable programme
is deferred and is recognised as revenue only when the services are delivered and we have
discharged our refund obligation. During the years ended 31 March 2010 and 2011, we sold
a total amount of HK$41.4 million and recognised a total amount of HK$33.1 million as
revenue from the achievement refundable programme. The percentage of refund (i.e. refund
amount divided by the contract amount under the achievement refundable programme) was
approximately 20%.

Non-achievement refundable programme

Our non-achievement refundable programme are with listed prices of HK$/MOP68S or
HKS$/MOPS888 (for Hong Kong and Macau service centres) and RMB888 (for PRC service
centres) and target new clients to try our slimming services. We will continue to offer the
non-achievement refundable programme to new clients. According to the terms and
conditions of the non-achievement refundable programme, clients are only required to pay
a relatively small amount for enjoyment of a basic slimming service package. We also
guarantee the client to reduce 6 to 8 pounds (for Hong Kong and Macau clients) and §
catties (for PRC clients) depending on weight of clients within two weeks, or otherwise, we
make full or partial refund to the clients according to effectiveness of our services after
reduction of handling charges. During the Track Record Period, 1,326, 1,916, 2,936 and 589
clients joined the non-achievement refundable programme and 23, 113, 117 and 9 clients
were refunded, respectively. According to our accounting policy, the revenue from the non-
achievement refundable programme is recognised as revenue only when the services are
delivered and we have discharged our refund obligation. During the years ended 31 March
2009, 2010, 2011 and the four months ended 31 July 2011, we recognised HK$0.9 million,
HKS$1.7 million, HK$2.7 million and HK$0.3 million respectively as revenue from the non-
achievement refundable programme. The percentage of refund (i.e. refund amount divided
by the contract amount under the non-achievement refundable programme) were
approximately 1%, 3%, 2% and 1% respectively during the Track Record Period.

Apart from the two refundable programmes, we generally do not guarantee any weight
loss which is also set out in our standard terms and conditions in the contracts signed with
our clients. The amounts of revenue attributable to these refundable slimming programmes
were HK$0.9 million, HK$29.9 million, HK$7.7 million and HK$0.3 million for the years
ended 31 March 2009, 2010, 2011 and the four months ended 31 July 2011, respectively. The
amount of refunds to our clients under refundable slimming programmes were nil, HK$4.8
million, HK$3.6 million and nil, which accounted for nil, 2.0%, 1.2% and nil of our total
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revenue, respectively, for the years ended 31 March 2009, 2010, 2011 and the four months
ended 31 July 2011. In certain circumstances, where there are good reasons and evidence in
support, we may on a discretionary basis allow them to transfer their entitlements to
slimming programmes to other persons and/or we may refund our clients at our discretion.
For the years ended 31 March 2009, 2010, 2011 and the four months ended 31 July 2011,
total refunds including those in relation to the complaints filed with the Hong Kong
Consumer Council and the Macau Consumer Council and legal proceedings made by us in
relation to handling clients’ complaints were HK$1.8 million, HK$1.9 million, HKS$2.4
million and HK$2.3 million, which accounted for 0.8%, 0.8%, 0.8% and 1.7% of our total
revenue, respectively.

Revenue Receipt Control and Management Policy

Our clients in Hong Kong and Macau normally pay us by credit cards or EPS whereas
our PRC clients would normally pay by credit cards or in cash. We accept all popular types
of credit cards at our service centres. We have arrangement with a number of financial
institutions to offer interest-free monthly instalment plans, ranging from six months to 24
months.

We have implemented a check and balance system at all of our service centres to ensure
that our cash receipts are accurately received and recorded. Each service centre clears its
transactions and prepares a daily summary. We check the daily transactions summary
against credit card sales slips, credit card instalment plan application forms, cash sales
receipts and daily sales summaries generated from credit card machines, EPS terminals,
cash books. We also reconcile the sales data with actual cash receipts. Daily transaction
summaries are sent to the office for record after checking. Upon receiving bank statements,
we conduct the monthly bank reconciliation to ensure accuracy of sales proceeds received.

Charge-back arrangements

We have arrangements with certain financial institutions that if we breach any
provisions of the merchant agreements including without limitation, our undertakings to
provide satisfactory services to our clients, the card issuing financial institutions are
generally entitled to charge back from us any payment made by them, and set-off any sum
as remedy for such breaches against the amount payable to us attributable to the credit
cards. For the years ended 31 March 2009, 2010, 2011 and the four months ended 31 July
2011, the aggregate amounts deducted by the financial institutions were nil, HK$13,880, nil
and nil, respectively. During the year ended 31 March 2010, there was one client who
through a financial institution requested us to make refund of HK$13,880 due to the client’s
change of mind after purchasing of our prepaid package without receiving any treatment
services. Our Directors confirm that there had not been any breach of provisions of the
merchant agreements in relation to the said incidence of charge-back arrangement.

MARKETING

Our marketing department comprised of 24 staff as at 31 July 2011. Our marketing
department is divided into two divisions by region, Hong Kong and the PRC. The PRC
division reports directly to Hong Kong division with findings and proposals for approval.
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Our marketing department is responsible for analysing market intelligence, organising
advertising activities, evaluating marketing campaigns and assisting in the preparation of
promotion materials. They also work closely with our business development department to
facilitate our expansion in new geographical markets. Given the size of the PRC market, we
have designated marketing staff in different locations in the PRC where we have operations
or plan to develop to conduct geographical analysis of the regions and customise our sales
and marketing efforts. During the Track Record Period, our marketing expenses were
HK$46.9 million, HK$47.3 million, HK$56.4 million and HKS$23.1 million, representing
19.8%, 20.1%, 18.3% and 17.2% of our revenue respectively.

Brand Building

We take pride in our successful track record of brand building, and believe that brand
development and maintenance is one of the key strategies to success. We began provision of
slimming and beauty services under our brand name “Perfect Shape ¥ u5” since our
inception in December 2003 in Hong Kong. We introduced our “Perfect Shape W78 i~
brand into the PRC and Macau in 2009 and 2007, respectively. Through years of
development, our “Perfect Shape @ % 3fi” brand has become a well-recognised icon for
slimming services in the PRC, Hong Kong and Macau targeting mid to high-end clients. We
strategically adopt a multi-branding strategy in our operations and business development
which enables us to enlarge our market share particularly in the higher-end market and
make clear our positions for different services. In April 2008, leveraging upon the success of
our “Perfect Shape % ¥ ¥5” brand and as part of our multi-branding strategy and expansion
plan in the PRC, we launched another brand “Z¥54#~ which we aim at the high-end
market for slimming services. We also developed specialised brands for our slimming and
beauty services and products, such as “Dr. Face”, “Paris Beauty”, “Mosee”, “Dr. Lakar”,
“Komatsu asuka”, and “PH Perfect Health”.

Members Management

As at the Latest Practicable Date, we had around 38,000 members in the PRC, 48,000
members in Hong Kong and 4,000 members in Macau, respectively. Among these members,
the number of active members as at 31 March 2011, which we define as members who had
received our slimming and beauty services in that year, were 17,714 members in the PRC,
9,105 members in Hong Kong and 2,269 members in Macau. Among these active members,
12,623 members in the PRC, 4,231 members in Hong Kong and 890 members in Macau, had
unutilised prepaid packages with our Group as at 31 March 2011. The percentage of the
number of customers who have purchased other treatment packages after expiry of the
prepaid packages previously purchased by them from us over the number of
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active members was 3.3%, 2.4% and 1.6% for the years ended 31 March 2009, 2010 and
2011, respectively. We believe that one of our principal competitive strengths over our
competitors is our well-established client base, which is also vital for our business growth.
The following table sets out the number of our members during the Track Record Period:

Location Number of members as at 31 March

2009 2010 2011 CAGR (%)
PRC 628 8,320 24,717 527.4%
Hong Kong 34,468 41,564 46,542 16.2%
Macau 1,158 1,997 3,834 82.0%
Total 36,254 51,881 75,093 43.9%

In order to enhance client loyalty, we invite the top 10% spenders from each service
centre to be our VIP clients. Our VIP clients enjoy privileges such as advance treatment
booking, private treatment room, special discounts for packages and products. We plan to
build up an electronic CRM platform to improve the effectiveness of our marketing
campaigns and allow us to meet the needs of our VIP clients, as well as to foster our client
loyalty.

Advertising and Promotion

We dedicate substantial resources in the promotion of our brands and services.
Primarily we take into consideration factors such as market development, brand building,
client acceptance, seasonality as well as efforts of our competitors in formulating our
promotional campaigns. Our marketing department usually adjusts our marketing efforts
from time to time in response to our business development and market changes. We
advertise throughout the year for brand maintenance purposes in both Hong Kong and
major cities in the PRC. We usually strengthen our marketing efforts during summer. We
also launch special campaigns for business development purposes such as opening of new
service centres, introduction of new service programmes or products. We incurred total
marketing expenses of HK§46.9 million, HK$47.3 million, HK$56.4 million and HK$23.1
million for the years ended 31 March 2009, 2010 and 2011 and the four months ended 31
July 2011. We promote our services through a variety of marketing channels which are set
out below.
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Engagement of spokesperson

We engage celebrities as our spokespersons. We consider the suitability of
spokespersons for different brands, services, products, consumer groups and markets.
During the Track Record Period, we have the following spokespersons:

Spokesperson Relevant Services/Products Year

Charmaine Sheh Slimming services for “Perfect Shape 2478 i~ 2012/2013
(Rar®) 2011/2012

Kwok Ho Ying Slimming and beauty services for 2010/2011
(FRPT &) “Perfect Shape ¥yl

Ada Choi (%075F) Beauty services for “Dr. Face” 2010/2011

Liu Bernice Jan Slimming services for “Perfect Shape 2478 i 2010/2011
(BEHE ) and “EHGAHE"

Theresa Fu (f#5H) Beauty services for “Dr. Face” 2009/2010

During the Track Record Period, the total amounts paid to our spokespersons were
HKS$1.4 million, HK$1.2 million, HK$3.8 million and nil, respectively.

We also invite our clients to be our spokespersons and share their successful slimming
experiences.

Sponsorship in beauty contests

We sponsor large-scale beauty contests in Hong Kong. We were the “Official Slimming
Centre” for Miss Hong Kong Pageant 2008, the “Preferred Slimming Centre” for Miss
Chinese International Pageant 2009 and slimming consultant for Miss Asia Pageant (PRC
Division) 2009.

Media advertising in various channels

We advertise in traditional marketing channels such as television, radio, magazines and
outdoor billboards for promotion of our services. We also post our advertisements in metro
stations and make use of the Internet in our marketing.

Based on the representations of the Directors and to the best of the PRC, Hong Kong
and Macau legal advisors’ knowledge after due inquiry, our PRC, Hong Kong and Macau
legal advisors are of the opinion that the content of the Group’s current advertisements in
the PRC, Hong Kong and Macau are not in violation of the relevant laws and regulations of
the PRC, Hong Kong and Macau in all material respects.
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Large-scale promotional activities

We have arrangements with popular shopping malls, major banks and credit card
companies to arrange promotional activities. We distribute trial or discount coupons to
shoppers outside our service centres. We also offer promotional discounts for credit card
holders with cooperating banks and financial institutions. We take the openings of new
service centres, particularly in new geographical markets, as good opportunities in our
promotion. We invite celebrities and the media to participate in the grand openings of our
service centres. These activities attract extensive media coverage. We also offer special
discounts at new service centres during promotional period to celebrate the grand openings.
For example, the grand opening events of our service centres at Beijing Guorui Shopping
Centre (4657 By f§4) #7.00) in 2010, Shanghai Bailian Shimao International Plaza (6 &
2 BB ) in 2010 and Zhengjia Plaza in Guangzhou (JEM IEfEE ;) in 2010.

Flagship centres

Our flagship centres are located in prestigious shopping malls and high-end
departmental stores in prime locations. Apart from service provision, these flagship
centres will serve our brand-building purpose.

Marketing and Sales

We believe that our well-known brand names, reputation for quality and effective
services and established client base, together with our dedicated promotional activities,
provide solid foundation for our sales. We make active sales efforts to pursue new business,
and we engage call centres to make “cold calls” to our target clients to promote and sell our
services. In order to protect our image and our target clients, we provide clear guidelines to
the call centre employees and require the call centres to record the conversation between
their employees and our potential clients. We rely on our sales staff to sell our services. We
give commissions which represent a certain percentage of the relevant sales amounts to our
sales staff for successful sales as encouragement. We determine the commission rates to our
sales staff by taking into account the factors including individual sales staff’s monthly sales
amount; types of prepaid packages sold; and whether the client is a new or repeated
customer. During the Track Record Period, the commissions paid by us to our sales staff
were HK$10.8 million, HK$9.7 million, HK$11.9 million and HKS$5.3 million, which
represented 4.7%, 4.2%, 3.9% and 4.5% of sale receipts, respectively. We also enjoy new
business through word-of-mouth referrals among our clients.

Loyalty programme to clients

We from time to time launch new slimming and beauty programmes to our clients in an
attempt to attract them to repetitively purchase our prepaid packages. As part of our
loyalty programme, with the view to promote through word-of-mouth and encourage sales
of new premium packages as well as to enhance customer loyalty and establish long-term
relationship with our clients, we may, at our discretion, allow our clients to upgrade their
existing slimming and beauty packages to new premium slimming and beauty packages
before the expiry of the existing packages. The Directors believe that the upgrade
arrangement also provides an option for the clients to experience the latest slimming
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technology without sacrificing the unutilised value of their existing packages. No upgrade is
allowed after the expiry of the existing packages. In the event of package upgrade, contract
of the existing package will be terminated and a new contract will be signed between us and
the relevant client on the new premium package. Clients are required to pay the difference
between the new premium package and the unutilised existing package value. Upon the
signing of new contract, the new premium package will have a validity period of one year
from the date of the new contract. The proceeds received from the new premium package
and unutilised value of existing package will be recognised as deferred revenue at the point
of new contract is signed. Revenue will be recognised when services are delivered to our
client under the new contract, and recognised from expired packages when the new contract
expires.

We allow our clients to upgrade their existing slimming and beauty packages to new
premium slimming and beauty packages on conditions that (i) the validity period of the
existing packages has not expired; (ii) the new premium packages are suitable for the
relevant clients; and (iii) the relevant clients shall pay not less than 40% of value of the new
premium packages. As the upgrade arrangement is part of our loyalty programme to
promote through word-of-mouth and encourage sales of new premium packages as well as
to enhance customer loyalty and maintain long-term relationship with clients, we do not
restrict the number of upgrade of slimming and beauty packages. For the years ended 31
March 2009, 2010, 2011 and the four months ended 31 July 2011, 21.3%, 16.3%, 16.8% and
8.2% of our active members had upgraded their packages before the expiry of the existing
packages, and the cash received from upgrade of prepaid packages amounted to HK$31.0
million, HK$24.0 million, HK$28.4 million and HK$6.5 million.

Pricing policies

We price our prepaid slimming and beauty packages based on several factors,
including the number of service treatments attached to different slimming and beauty
packages; the advancement of slimming and beauty machinery to be applied during service
treatments; and the types of slimming and beauty products to be applied during the service
treatments. Any price adjustments are based on factors such as cost of products and
machinery, promotional campaigns offered by the Group and anticipated market trends
and expected clients’ demand.

We sell our prepaid slimming and beauty packages to our clients at a discount to the
original value of the prepaid packages. The discount, in any event, shall not be more than
60% of the original value of the prepaid packages, which is determined with reference to
individual client’s membership duration and such client’s historical spending with us.

Clients

Our clients are mainly retail consumers. During the Track Record Period, our five
largest clients in aggregate accounted for less than 3% of our total revenue.
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Client feedback system

As a measure to enhance customer loyalty and establish long-term relationship with
our clients, our sales and marketing department implemented our client feedback system
since August 2009 to ascertain clients’ expectation and collect clients’ comments on us and
our services. Such system enables us to improve our designed programmes to meet clients’
specific needs in order to encourage clients’ repeated purchase of our service treatments. We
collect client feedback through various internal channels including client service hotline,
comment collection box at each of our service centres and face-to-face communication with
frontline staff at our service centres. Pursuant to our client feedback system, our staff are
required to keep proper records of client feedback. We centralise the handling of feedback
made through our service hotline at our principal office in Hong Kong. Our staff check the
comment collection box at each service centre to sort out client feedback every day. For
face-to-face comments, written records are prepared after interview with clients which have
to be reviewed and approved by shop manager of the relevant service centre. Client
feedback we collected generally relate to progress of our slimming treatments and our
service level. We carefully consider client feedback and respond appropriately, and analyse
client feedback for improvement where appropriate, in order to encourage clients’ repeated
purchase of our service treatments. We require our staff to deal with client feedback
promptly. In respect of feedback made to us directly through telephone, comment collection
box or personally at our service centres, our staff have to deal with them within 24 hours.

We received a total of 159 client feedbacks up to the Latest Practicable Date.

Number of Client Feedback
For the period
from 1 April

2011 up to
For the year ended 31 March the Latest
2009 2010 2011 Practicable Date

(Note)
PRC N/A 31 98 24
Hong Kong N/A 3 2 —
Macau N/A 1 — —
Total N/A 35 100 24

Note: We implemented our client feedback system since August 2009 and the number of client feedback
collected for the year ended 31 March 2010 represented the number of client feedback collected
within the period from August 2009 to 31 March 2010.
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The following table sets out the breakdown of client feedbacks by nature:

Nature of client feedbacks Number of client feedbacks

Failure of clients in relation to compliance with
designated slimming programmes (e.g. frequency of

attendance and diet recommendation etc.) 76
Worries of clients due to insufficient understanding

about the advantages of slimming equipment 46
Sickness of clients (e.g. heart disease, high blood

pressure, diabetes etc.) 29
Others (e.g. pregnancy, relocation of home, relocation

of working place etc.) 8
Total 159

As shown in the above table, the client feedbacks received by us are different in nature
from complaints. The Directors believe that most of the feedbacks were driven by clients’
indolence in attending slimming programs and consider that the client feedbacks do not
amount to and should not be classified as complaints to us. The Directors confirm that all
the client feedbacks had been properly handled and satisfactorily resolved. The Directors
also confirm that our Group has not received additional complaints from clients other than
those complaints filed with the Hong Kong Consumer Council and Macau Consumer
Council during the Track Record Period and up to the Latest Practicable Date.

PURCHASES

Our sourcing personnel are responsible for selecting, negotiating and placing orders
with our suppliers. Our major expenditures are our slimming and beauty equipments and
merchandises. We have implemented internal guidelines for our procurement. We require
our sourcing staff to check our inventory before making relevant purchase plans. Our
sourcing staff also compare prices from different suppliers and have to follow up the
purchase orders. Upon delivery, our marketing staff assist in checking the supplies before
acceptance.

We source our equipments and their components from suppliers in Europe and Japan
through trading companies and their distributors in Hong Kong. During the Track Record
Period, our purchases of slimming and beauty equipment and machinery amounted to
HK$2.0 million, HK$2.7 million, HK$3.3 million and HK$1.0 million, respectively. We
source our slimming and beauty products from the manufacturers and the finished products
are labelled and sold under our brands. To ensure the quality of our products, we carefully
select our suppliers of slimming and beauty products and conduct quality testings on their
supplies. During the Track Record Period, our purchases of slimming and beauty
merchandise amounted to HK$1.9 million, HK$4.9 million, HK$7.5 million and HK$2.2
million, respectively.

- 159 -



BUSINESS

Major Suppliers

We do not have any long-term contracts with our suppliers and we are free to source
from a number of suppliers. We believe that this arrangement is beneficial to us as we can
maintain flexibly in selecting supplies with quality and cost competitiveness. We have
business relationship with our top five suppliers ranging from one year to five years.

Our Directors believe that we have maintained good business relationship with our
suppliers and, during the Track Record Period, we have not encountered any major
problems in our sourcing despite the fact that we have not entered into any long-term
supply contracts with our suppliers. Payment terms with majority of the suppliers are on
open account. Certain suppliers granted credit terms to us ranging from 30 days to 60 days.
Settlement with suppliers were mainly in RMB by way of telegraphic transfers for our
purchases in the PRC, and in HK dollars by way of cheque outside the PRC.

We have a stringent system for selecting reliable and quality suppliers. We select and
appraise our suppliers based on various factors including pricing, quality, reliability,
timeliness of delivery, comprehensiveness of supplies as well as general market reputation.

For the years ended 31 March 2009, 2010 and 2011 and four months ended 31 July
2011, our largest supplier for the respective year accounted for 17.8%, 18.0%, 17.0% and
23.3% of our total purchases. During the same period, our five largest suppliers in
aggregate accounted for 60.7%, 55.0%, 49.9% and 49.6% of our total purchases,
respectively. None of our Directors or any shareholder, who to the knowledge of our
Directors, owns more than 5% of our issued share capital immediately following
completion of the Global Offering and the Capitalisation Issue (but without taking into
account the exercise of the Over-allotment Option) nor any of their respective associates has
any interest in any of our five largest suppliers for the years ended 31 March 2009, 2010 and
2011 and four months ended 31 July 2011.

INVENTORY CONTROL

Our inventory mainly comprises of our slimming and beauty products. We carefully
monitor the level of our stock to minimise storage time. We retrieve our slimming and
beauty products on a first-in-first-out basis. As at 31 March 2009, 2010 and 2011 and 31
July 2011, our inventory balances were HK$0.5 million, HK$1.0 million, HK$1.1 million
and HKS$0.7 million, respectively.

QUALITY CONTROL

Our Directors believe that professional knowledge and expertise of frontline staff is
crucial to the provision of quality services. We provide in-house training to our staff,
especially our slimming consultants, in relation to client handling skills, slimming theories
such as the process and stages of fat accumulation and breakdown, as well as the functions
and operations of equipment. We also believe that provision of staff training is one of the
principal ways to minimise the number of client complaints. As a result, amongst other
things, our staff trainings also cover sales techniques and complaint management skills. As
part of our staff training for service improvement, we also communicate previous complaint
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cases with our frontline staff. We provide a one-month on-the-job training to all staff when
they join our Group, and carry out staff assessment on a bi-monthly basis. We provide
further training according to their assessment results.

We have two slimming and beauty trainers-in-charge who are responsible for training
of our service centre managers. Our service centre managers are in turn responsible for
training of the staff of their service centres. We assess and review the performance of our
frontline staff through internal appraisals. We also require our frontline staff to attend
assessments on their technical skills and knowledge. We invite clients to provide feedback
on quality of our services including the standard of services provided by our staff which will
be taken into account in their performance review.

We have qualified nutritionists and slimming consultants who can provide professional
advice to our clients in relation to the formulation and implementation of slimming
programmes. As at 31 July 2011, we had 26 nutritionists and 117 consultants, all of whom
are our full-time employees. Our nutritionists must possess a diploma or higher
qualifications in relevant subjects and have over one year relevant working experience.
Our slimming consultants must possess at least five years of relevant working experience in
slimming and beauty industry.

As part of our client services, we have set up client service hotline and implemented
internal guidelines for handling complaints and disputes.

Since our business does not involve dangerous activities, we do not have employees’
safety manuals for our general operations. Nevertheless, we provide staff trainings and have
illustrative manuals in relation to the functions and operations of our slimming and beauty
equipments. During the Track Record Period, save as there were three claims which
involved two clients and one claim involved one ex-employee filed against us with the Hong
Kong District Court and all of them were in relation to personal injuries caused in the
course of receiving slimming services and in the course of her employment respectively, our
Directors confirmed that none of our employees or customers had experienced any material
injuries in the course of our operations.
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AWARDS AND RECOGNITION

In recent years, we were granted the following major awards, certificates and
memberships:

Achievements Year  Organisation”
PRC Consumer’s Most Favourable 2010  China Enterprise Reputation
Hong Kong Brands and Credibility Association
GREREE E-psa=% il o 3y ) (Overseas)®

Gk EZNEESEE 3 E )
Slimming Consultant for Miss Asian 2009  Asia Television Ltd.®
Pageant 2009 (China Division)
Miss Chinese International Pageant 2009  Television Broadcasts
2009 Preferred Slimming Centre Limited™¥
(2009 [ [ 2 /N H K & 18 E AR 0y
Miss Hong Kong Pageant 2008 2008  Television Broadcasts
Official Slimming Centre Limited
(20087 s /INIH 358 138 R 8 46 2 MR L)
“Parents” Choice Awards 2008 & 3 Weekly Magazine®
(RXEREFOME — HHIHEES 2009
ABCHE )
Smart Living Awards 2008 2008 3 Weekly Magazine
(R AR i — d5cA R Pl
Capital CEO Supreme Brand Awards 2007 Capital CEO Magazine®
(EARA &I LR E)
Hong Kong Best of the Best Brands Gold 2007  Sino Century Publishing
Awards — Best Branding (Health & Medical) Group”

(T E(2007) f 58 A i 4 88— e (£l i)

The Ten Best Professional slimming & Beauty 2007  Jessica Code®

Centres

Superbrands Hong Kong Award 2006  Superbrands International®
(5 VB B A0 it i)

Notes:

1. All the award issuing organisations are Independent Third Parties.

2. China Enterprise Reputation and Credibility Association (Overseas) is a non-governmental

association formed for the purpose of, amongst others, promoting the establishment of the
reputation and credibility system in the PRC and overseas market.

3. Asian Television Ltd., commonly known as ATV, is a commercial television station in Hong Kong.
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4. Television Broadcasts Limited, commonly known as TVB, is a commercial television station in
Hong Kong.

5. 3 Weekly Magazine is a weekly entertainment magazine published by South China Group.
6. Capital CEO Magazine is a business magazine published by South China Group.

7. Sino Century Publishing Group produces several financial publications, which deliver the most
updated financial news and analysis to readers.

8. Jessica Code is a fashion magazine which delivers latest fashion news, beauty trends and skincare
tips to readers.

9. Superbrands International is an independent arbiter of branding, which promotes the discipline of
branding and recognises the exceptional and most valued brands.

HISTORICAL NON-COMPLIANCE
“More Slim” incident

In May 2008, despite provision of clean testing reports issued by qualified
accreditation centres supplied by the relevant supplier, we were notified by the Hong
Kong Department of Health that samples of our “More Slim” slimming products were
detected to contain prohibited pharmaceutical substances of “Sibutramine” and proved to
be in breach of the Pharmacy and Poisons Regulations (Chapter 138A of the Laws of Hong
Kong) and we were ordered to immediately suspend sales and conduct recall within seven
days of all such products in Hong Kong. The aggregate amount involved in the product
recall of “More Slim” products is HK$1.3 million. The Directors believed that we had been
deceived by the relevant supplier in the incident. As an immediate response, we ceased
procurement from the relevant supplier and sales of all relevant products at our service
centres.

“EnerDay” incident

We sold “EnerDay” products for a three-month period from September to November
in 2007 with total sales amount of HK$149,000. After that, we began to source slimming
products from the same supplier of “EnerDay” products and sold slimming products of the
supplier under our proprietary brand of “More Slim”.

In around September 2008, it was reported that a female felt unwell and was sent for
medication after taking “EnerDay” slimming products purchased at our service centre, and
the said “EnerDay” slimming products were subsequently discovered to contain
“Sibutramine”. The Hong Kong Department of Health had conducted shop investigation
on the relevant service centre and attempted to collect samples of “EnerDay” products for
examination in early September 2008. Since we had ceased sales of “EnerDay” products
since December 2007, there had been no stock of “EnerDay” available for sale at any of our
service centres and no “EnerDay” products were found. Save for the aforesaid, the Hong
Kong Department of Health had not ordered any suspension of sales and product recall of
“EnerDay” products nor commenced any proceedings against us in this regard, and had
closed its case on “EnerDay” products in February 2009.
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Our Directors confirmed that they did not receive further notifications and/or
investigations from the Hong Kong Department of Health in respect of the above incidents,
and there was not any claim or legal proceeding against us in relation to the said incidents.
Our Directors confirm that revenue received from sales of “More Slim” and “EnerDay” by
us was HK$3.1 million, we subsequently refunded to clients of HK$1.4 million and no
inventory written off in relation to the above incidences during the Track Record Period.
Our Directors confirm that, save as disclosed above, there had not been any suspension of
sales and product recall incidents which have resulted in complaints or injuries to our
clients during the Track Record Period. Moreover, given the small quantity of products
involved, the said incidents had not caused material impact on our operations and financial
condition. Save for the said incidents, our Directors confirm that none of our products put
on sales were found to be sub-standard, contaminated by plasticizers, EDHP or other
harmful substances, or in breach of applicable laws and regulations during the Track
Record Period.

In the event that products of our suppliers were found to be sub-standard or in breach
of applicable laws and regulations and result in injuries to end-customers, both our
suppliers, as the manufacturers, and we, as the retailer, might be subject to product liability
claims from end-customers. Since we do not maintain product liability insurance, we may be
affected by any injuries to our clients as a result of consumption of such products. Please
refer to “Risk Factors — As we source our slimming and beauty products from our
suppliers, we may not be able to effectively control product qualities and may be subject to
product liability claims” in this prospectus for further details.

CLIENT COMPLAINTS
Client complaints

Due to the nature of slimming industry and subjective views on the level of satisfaction
of slimming services provided, on occasions, we receive client complaints. Further, as we
charge our clients by way of prepaid packages which sometimes lead to disputes arising
from requests for refund for prepayment. Client complaints are usually in relation to one or
more of the following areas:

— unsatisfactory result of our services

— physical injury caused by our services

— disputes over payment method (e.g. credit card instalment etc.)
— unsatisfactory staff services

— unsatisfactory treatment progress

— client’s change of mind

— subsequent argument on the terms of contracts
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— dispute over implementation outcome of our refundable programmes

Some of our clients file complaints with consumer protection authorities. There were
one, 74, 22 and four complaints against us filed by our clients with the Hong Kong
Consumer Council, and seven, six, one and two complaints against us filed by our clients
with the Macau Consumer Council, for the years ended 31 March 2009, 2010 and 2011 and
the period from 1 April 2011 up to the Latest Practicable Date, respectively.

Client complaints filed with the Hong Kong Consumer Council

From
1 April 2011
up to the
Number of client complaints Latest
Year ended 31 March Practicable
Service Centres 2009 2010 2011 Date
Causeway Bay Centre — 24 2 1
Mongkok Centre — 16 8 —
Tsuen Wan
— Nan Fung Centre 1 5 1 —
Tsuen Wan
— City Landmark Centre — — 1 1
Tseung Kwan O Centre — 2 — —
Sheung Shui Centre — 2 1 —
Yuen Long Centre — 1 3 1
Tai Po Centre — 4 — —
Tuen Mun Centre — 2 — —
Ma On Shan Centre — 1 1 —
North Point Centre — 5 — —
Central Centre — 1 — —
Tsim Sha Tsui Centre — 1 2 —
Kwun Tong Centre — 8 1 —
Hung Hom Centre — 1 — —
Shatin Centre — 1 — 1
Others — 2 —
Total V'’ 1 74 22 4

Note: There were 12 Hong Kong Consumer Council cases which substantiated into legal proceedings
and overlapped with the Hong Kong Small Claims Tribunal cases.
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The following table sets out the breakdown of client complaints filed with Hong Kong
Consumer Council by nature of complaints during the Track Record Period and up to the
Latest Practicable Date:

Number of
client complaints
during the Track

Record Period and
up to the Latest

Nature of client complaints Practicable Date
— unsatisfactory result of our services 20
— physical injury caused by our services 8

— disputes over payment method

(e.g. credit card instalment etc.) 3
— unsatisfactory staff services 6
— unsatisfactory treatment progress 6
— client’s change of mind 8
— subsequent argument on the terms of contracts 16
— disputes over implementation outcome of our refundable

programmes 15
— others (Vo¢/ 19

Total 101

Note: Others mainly involve requests for refunds which may be due to various reasons such as (i)
differences between effects of our services and clients’ expectations; (ii) impulse or spontaneous
purchase; (iii) objection by family members; (iv) subsequent financial problems; or (v) regret for
over spending.

Based on the complaint documents filed with the Hong Kong Consumer Council for
the years ended 31 March 2009, 2010 and 2011 and the period from 1 April 2011 up to the
Latest Practicable Date, the total amount of refunds requested by the complainants were
approximately HK$4.3 million.

For the 101 client complaints filed with the Hong Kong Consumer Council set out
above, as at the Latest Practicable Date, 21 cases have been resolved through settlement
with the complainants and 12 cases have substantiated into Hong Kong Small Claims
Tribunal cases (and we have reached settlement for two of them), while with respect to the
remaining 68 cases were unsettled or remained idle (there had not been communication
between the complainants and our Group within the past one month before the Latest
Practicable Date) as no settlements were made between us and the relevant complainants
after negotiations.
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The following table sets out the breakdown of these 68 client complaints by nature of
complaints during the Track Record Period and up to the Latest Practicable Date:

Number of client
complaints which were
unsettled or remained

idle as at the Latest

Nature of client complaints Practicable Date
— unsatisfactory result of our services 14
— physical injury caused by our services 6

— disputes over payment method

(e.g. credit card instalment etc.) 1
— unsatisfactory staff services 4
— unsatisfactory treatment progress 3
— client’s change of mind 5
— subsequent argument of the terms of contracts 13
— disputes over implementation outcome of our refundable

programmes 8
— others (Vor¢/ 14

Total 68

Note: Others mainly involve requests for refunds which may be due to differences between effects of our
services and clients’ expectation; impulse or spontaneous purchase; objection by family members;
subsequent financial problems; or regret for over spending.

Among the above 68 client complaints, one, 47, 18 and two client complaints were filed
against our Group for the years ended 31 March 2009, 2010 and 2011 and for the period
from 1 April 2011 up to the Latest Practicable Date, respectively. The above 68 client
complaints were unsettled and remained idle as 42 of such complainants did not accept the
offer made by us in relation to settlement; 21 of such complainants had asked for
unreasonable terms of settlement which were not acceptable to us according to our policy;
and five of such complainants were not contactable. We had followed our internal
guidelines in handling these 68 client complaints. We had proactively contacted the relevant
clients within three days upon receiving notification from the Hong Kong Consumer
Council and been taking active approach to attempt to resolve the matter within one month
of notification from the Hong Kong Consumer Council. However, we are unable to
anticipate and it is beyond our control when such complainants will reach amicable
settlement with us while we, according to our internal policy, have every intention to settle
these complaints by making reasonable offers to all of them. The Directors confirm that
there has been no follow-up action from the Hong Kong Consumer Council in relation to
our Group’s handling of the 68 complaints within the past one month before the Latest
Practicable Date. The maximum potential claims arising from the said client 68 complaints
amounted to HK$2.8 million, which is immaterial as compared to our revenue.
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Client complaints filed with the Macau Consumer Council

From

Number of client complaints 1 April 2011

Year ended 31 March up to the Latest

Service Centre 2009 2010 2011 Practicable Date
Macau Centre 7 6 1 2
Total (Vo' 7 6 1 2

Note: The 16 Macau Consumer Council cases involved 15 clients as there was one client who had filed
more than one complaint.

The following table sets out the breakdown of client complaints filed with the Macau
Consumer Council by nature of complaints during the Track Record Period and up to the
Latest Practicable Date:

Number of
client complaints
during the Track

Record Period and
up to the Latest

Nature of client complaints Practicable Date
— unsatisfactory staff services 1
— physical injury caused by our services 1
— miscommunication between our staff and clients 14
Total 16

For the 16 client complaints filed with the Macau Consumer Council set out above, as
at the Latest Practicable Date, we have reached settlement arrangements with the
complainants to resolve 10 complaints (in respect of one complaint we have reached
settlement arrangement with the complainant and we are pending for file closing
confirmation from the Macau Consumer Council) and six complaints were closed as such
complaints were either being withdrawn by the complainants, not being proceeded as
insufficient information was provided by the complainants, or closed as the complaint has
no further objection to our settlement proposal.

Client complaints filed with the PRC consumer associations or organisations or local branches
of administration for industry and commerce

With respect to complaints in the PRC, clients may request consumer associations or
organisations to conduct mediation; file complaints with the local branches of
administration for industry and commerce (the “Local AICs”); and/or apply for
arbitration or commence legal proceedings against us. The Directors confirm that we had
not received any notification from any consumer association or organisation or the Local
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AICs, or any notifications of arbitration or legal proceedings from arbitration tribunals or
courts in relation to client complaints in the PRC during the Track Record Period and up to
the Latest Practicable Date.

Some of the client complaints substantiate into legal proceedings against us. There
were 12 Hong Kong Consumer Council cases which substantiated into legal proceedings
and overlapped with the Hong Kong Small Claims Tribunal cases. For the years ended 31
March 2009, 2010, 2011 and the period from 1 April 2011 up to the Latest Practicable Date,
there were 15, 29, four and nil Hong Kong Small Claims Tribunal cases, and one, two, nil
and one Hong Kong District Court cases, against us filed by our clients and one ex-
employee, respectively. Please refer to “Regulatory Compliance and Legal Proceedings —
Legal proceedings” below in this section for details of legal proceedings.

The number of complaints and legal proceedings against us filed by our clients were
insignificant as they accounted for only 0.14%, 0.47%, 0.09% and 0.02% of the number of
active members of our Group for the years ended 31 March 2009, 2010, 2011 and the period
from 1 April 2011 up to the Latest Practicable Date, respectively.

We offer free treatments, refunds and/or compensation for settlement purpose. We
usually pay compensation to our clients in the circumstances that the clients incur injuries
during the course of treatments and upon provision of medical proof of injuries. We review
the grounds of the requests for refund on a case-by-case basis. Subject to discretion and
approval of our senior management, we may refund to our clients if valid reasons can be
demonstrated such as physically unfit for treatments, non-fulfilment of expected slimming
results, relocation of work and address and financial difficulties problems etc. For the years
ended 31 March 2009, 2010 and 2011 and the period from 1 April 2011 up to the Latest
Practicable Date, the total amount of compensation paid by us in relation to claims
involved our Group in relation to complaints filed with the Hong Kong Consumer Council
and Macau Consumer Council were HK$0.2 million, HK$0.5 million, nil and HK$3,000,
respectively. For the years ended 31 March 2009, 2010 and 2011 and the period from 1 April
2011 up to the Latest Practicable Date, total compensation/refunds, including those in
relation to Hong Kong Consumer Council and Macau Consumer Council and legal
proceedings, made by us in relation to handling of client complaints were HK$1.8 million,
HK$1.9 million, HK$2.4 million and HK$2.3 million, respectively.

The Directors confirm that all complaints filed by our clients to the Hong Kong
Consumer Council and the Macau Consumer Council and legal proceedings for the three
years ended 31 March 2009, 2010 and 2011 and the period from 1 April 2011 up to the
Latest Practicable Date were not related to complaints in relation to difficulty in making
reservation of our Group’s service treatments and we had not conducted sales through
excessive and/or improper techniques and/or misrepresentation and/or mis-selling practices
in respect of the complaints filed by our clients.
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Management of complaints

Our customer service department is responsible for handling client complaints. In
order to ensure prompt and proper handling of client complaints, we have implemented
relevant internal guidelines which we strictly require our staff to follow. All complaints
received have to be reported to our principal office in Hong Kong. Upon receiving a
complaint, we carefully review its contents and understand its backgrounds from the
relevant staff and service centres.

We compile weekly reports summarising new complaints received and/or the progress
of existing complaints which are submitted to our chief operating officer (“COO”) and an
executive Director, Ms. Au-Yeung Wai, for review. For serious and severe complaints
received, our customer service staff report to the COO immediately. We also prepare
monthly reports summarising new feedback and complaints received by each service centre
which are submitted to the COO and the Board of Directors for review. The Board of
Directors review the efficiency and effectiveness of internal control policy on complaint
management and recommend improvement in internal control procedures if it considers
necessary. Any updated internal control policy will be circulated to staff in service centres
for implementation. We assess and review the performance of our frontline staff through
internal appraisals and factors to be considered including but not limited to the number of
complaints against each frontline staff.

For complaints made to the consumer protection authorities, such as the Hong Kong
Consumer Council, we require our staff to contact the complainants to understand the
situation and resolve the matters within three days of notification by the relevant authority
and within six days of notification by the relevant authority, we report back the progress to
the relevant authority. It is our policy to take active approach to contact and attempt to
resolve with the clients within one month of notification by the relevant authority. In the
event that clients commence legal proceedings in courts, such as the Hong Kong Small
Claims Tribunal, we prepare our defence against the claims within the time limit prescribed
by the courts whilst at the same time use our best endeavours to reach settlement with the
claimants.

In order to maintain good client relationship, we try to resolve the complaints
reasonably and amicably within one month. Upon reaching settlement, we enter into
settlement agreements with our clients, and where applicable, report back to the consumer
protection authorities or make necessary steps with the courts.

In an attempt to reduce claims made against us in the future, we will take various
measures, including but not limited to the following:

1. reinforce our customer service team to achieve a more efficient and effective
handling of client complaints in the first place;

2. review each of the complaints to determine the reason leading thereto and attempt
to resolve the complaint with the client in an amicable way;
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3. review the claims made against us from time to time to ascertain the areas within
our Group that require improvement, to adopt remedial measures and to improve
the services provided by us; and

4. review the claims, ascertain and assess the areas of operation subject to dispute
with a view to operating a more popular business.

Staff training

We strive to improve the service quality of our frontline staff by the provision of in-
house training which we believe is one of the principal ways to minimise the number of
client complaints. Amongst other things, our staff trainings cover sales techniques. In order
to avoid misunderstanding between clients and our salespersons, we require our
salespersons to go through the contract with the client and make sure that the client
understands her rights and responsibilities before signing. We also provide training to our
staff on complaint handling skills and ensure that all of our staff understand and follow our
standard complaint handling procedures. As part of our staff training for service
improvement, we also communicate previous complaint cases with our frontline staff.

Indemnity on litigation and claims

Our Controlling Shareholders have, pursuant to the Deed of Indemnity, agreed to
provide indemnities in favour of our Group in respect of, among other matters, all claims,
payments, suits, damages, settlement payments and/or any associated costs and expenses
which would be incurred by any member of our Group as a result of complaints, litigation,
arbitration and/or legal proceedings against any member of our Group which was issued,
accrued and/or arising from any act of any member of our Group on or before the Listing
Date.

Our Controlling Shareholders shall be under no liability under the Deed of Indemnity
for litigation and claims to the extent that full provision has been made for such claims and/
or costs in the audited combined accounts of our Group or the audited accounts of the
relevant member(s) of our Group for the years ended 31 March 2009, 2010 and 2011 and the
four months ended 31 July 2011.

REGULATORY COMPLIANCE AND LEGAL PROCEEDINGS
Legislation and guidance

Our business is subject to various laws and regulations enacted in the PRC, Hong
Kong and Macau.

PRC

The principal laws and regulations in relation to the beauty industry in the PRC
include the Interim Administrative Measures of the Beauty and Hairdressing Industries and
the Administrative Regulations on Health at Public Premises and its implementation rules.
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For example, the Beijing Administration Bureau of Industry and Commerce issued the
Guidance on the Transaction Agreements of Prepaid Consumption Services in Beijing (Trial
Implementation) (3t 7 14 22 B A 22 IF5 22 2 & [l AT £3 4651 (GRAT) ) (the “Guidance™), which
took effect since September 2011 in respect of the unused portion of expired prepaid packages,
and pursuant to which, amongst other, upon expiry of the prepaid contracts, service providers
shall offer one of the following options to their clients: (i) one free extension of the term of
service for no less than half of the original term; (ii) refund of the unused service fees; (iii)
provision of alternative service arrangements. The Guidance also requires service providers to
provide a cooling-off period of seven days after payment to their customers. In view that the
Guidance is not mandatory in nature and does not have legal effect, is only applicable to
transactions in Beijing after the effective date, and may impose additional operating cost on our
Group, our Directors consider it is not cost effective to comply with the Guidance currently.
However, our Directors will closely monitor the updates on the Guidance and will comply with
all relevant implemented rules and regulations.

For the years ended 31 March 2009, 2010 and 2011 and the four months ended 31 July
2011, revenue contributed from our Beijing service centres were nil, HK$0.3 million,
HK$14.3 million and HK$9.4 million, which accounted for nil, 0.1%, 4.6% and 7.0% of
our total revenue, respectively.

Hong Kong

In Hong Kong, there is at present no specific legislation governing the provision of
slimming and beauty services and products in respect of our business in Hong Kong,
including qualification of the employed personnel or devices used, save and except
regulatory requirements for medical practitioners and Chinese medical practitioners. Our
operations in Hong Kong are however subject to certain general rules and regulations in
relation to food, health, safety, importation and exportation, medical practitioners and
Chinese medical practitioners. The principal ones are the Public Health and Municipal
Services Ordinance, Food and Drugs (Composition and Labelling) Regulations, The
Consumer Goods Safety Regulation, Trade Descriptions Ordinance, Import and Export
Ordinance, and Medical Registration Ordinance and Chinese Medicine Ordinance.

Macau

There is at present no specific legislation governing the provision of slimming and
beauty services and products in respect of our business in Macau, including qualification of
the employed personnel or devices used, save and except regulatory requirements for
medical practitioners and Chinese medical practitioners. Our operations in Macau are
however subject to certain general rules and regulations in relation to business operation,
food, health, safety, importation and exportation, medical practitioners and Chinese
medical practitioners. The principal ones are Legal Regime of Administrative Licensing of
Certain Economic Activities (Decree-Law n.° 47/98/M), Law of Offense Acts against Public
Health and Economy (Law n.° 6/96/M), Prepared Food (Composition and Labeling)
Regulation (Decree-Law n.” 50/92/M), General Regime of Product Safety (Administrative
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Regulation n.° 17/2008), Foreign Trade Law (Law n.° 7/2003), Licensing for Provision of
Private Health Care Activity Regulation (Decree-Law n.” 84/90/M), and General Regime of
Advertisement Activities (Law n.° 7/89/M).

For details of the applicable laws and regulations to our operations, please refer to
“Laws and Regulations” in this prospectus.

As advised by our respective legal advisors as to the PRC, Hong Kong and Macau
laws, there is no cooling-off period after sale of prepaid packages under the current laws
and regulations in the PRC, Hong Kong and Macau. As confirmed by the Directors, our
Group did not offer cooling-off period after sale of prepaid packages currently and our
Directors believe it is an industry norm not to offer cooling-off period to customers after
sale of prepaid packages in the slimming and beauty industry and it is not cost effective to
comply with the cooling-off period currently. However, our Directors will closely monitor
the updates on the legislative regime on the mandatory cooling-off period and will comply
with all relevant implemented rules and regulations.

Save as disclosed in “Risk Factors — We have not paid certain social insurances and
housing provident fund contributions for and on behalf of our employees during the Track
Record Period” and “Risk Factors — Some of our service centres in the PRC have not fully
complied with the relevant fire safety laws and regulations” in this prospectus, our legal
advisors confirmed that we have obtained the relevant licences, permits, approvals and
certificates necessary to conduct our operations in the PRC, Hong Kong and Macau and
have complied in all material aspects with all applicable laws and regulations in these
jurisdictions.

On-going compliance

In order to prevent future occurrence of non-compliance of the relevant PRC laws and
regulations, including but not limited to our past non-compliance with the relevant fire
safety laws and regulations and non-payment of certain social insurance and housing
provident fund contribution for our employees as disclosed in “Risk Factors” in this
prospectus and “Historical Non-compliance” above in this section, we have formed a
compliance committee, comprising all executive Directors for overseeing compliance of our
operations with applicable legal and regulatory requirements as well as our own internal
policies and procedure. We will also work closely with our company secretary, in-house
legal counsel and external legal advisors to review our affairs and ensure full compliance
with all legal requirements.
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Legal proceedings

In respect of litigation matters, we try to reach settlement with the claimants if the
claims filed against us have reasonable grounds. However, we will exercise our rights to
defend ourselves if the claimants do not have good grounds to claim against us.

The following table sets out the number of legal proceedings filed by/against us and the
amounts involved for the years ended 31 March 2009, 2010 and 2011 and the period from 1
April 2011 up to the Latest Practicable Date:

From
1 April 2011
up to the
Latest
Year ended 31 March Practicable
2009 2010 2011 Date
Number of legal proceedings
— Hong Kong Small Claims Tribunal
° Filed by our Group — — — —
° Filed against our Group 15 29 4 —
— Hong Kong District Court
° Filed by our Group — 1 — —
° Filed against our Group 1 2 — 1
— Hong Kong Labour Tribunal
° Filed by our Group 1 — — —
° Filed against our Group 3 — — —
Total 20 32 4 1

Hong Kong Small Claims Tribunal cases

All the 48 legal proceedings filed with the Hong Kong Small Claims Tribunal during
the Track Record Period and up to the Latest Practicable Date are in relation to our
slimming and beauty services. Major grounds of complaints by claimants in the Hong Kong
Small Claims Tribunal cases include unsatisfactory services of our staff and unsatisfactory
results of our services. Each of these claims in the Hong Kong Small Claims Tribunal cases
is of a sum of no more than HK$50,000.
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The following table sets out the breakdown of 48 legal proceedings fixed with the Hong
Kong Small Claims Tribunal by nature during the Track Record Period and up to the
Latest Practicable Date:

Number of legal
proceedings during
the Track Record
Period and up to

the Latest
Nature of legal proceedings Practicable Date
— unsatisfactory result of our services 24
— physical injury caused by our services 3
— disputes over payment method
(e.g. credit card instalment etc.) 2
— unsatisfactory staff services 2
— unsatisfactory treatment progress 1
— client’s change of mind 1
— subsequent argument on the terms of contracts 3
— disputes over implementation outcome
of our refundable programmes 7
— others (Note) 5
Total 48

Note: Others mainly involve requests for refunds which may be due to various reasons such as (i)
impulse or spontaneous purchase; (ii) regret for over spending; or (iii) subsequent personal health/
physical concern.

With respect to the 48 legal proceedings filed against us with the Hong Kong Small
Claims Tribunal:

(a) the tribunal has dismissed the claimants’ claims for two cases;

(b) the tribunal has granted the claimants the application for leave to discontinue for
22 cases;

(c) the tribunal has struck out nine cases as the respective claimants failed to appear
at the hearing;

(d) the tribunal has adjourned five cases without assigning the days for further
hearings; and

(e) the tribunal ordered us to pay the claimants the amounts ranged from HK$718 to
HK$36,643 in respect of 10 cases with total amount of HK$173,019.
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As at the Latest Practicable Date, there were five out of the 48 legal proceedings filed
against us with the Hong Kong Small Claims Tribunal which remained inactive as the Hong
Kong Small Claims Tribunal has adjourned without assigning the days for further hearings
in respect of such five cases as mentioned as item (d) above. The Hong Kong Small Claims
Tribunal has granted the claimant the application for leave to discontinue as mentioned in
item (b) above. In respect of the said 27 actions, the total amount of claims involved was
HK$0.7 million plus costs and interests. We have applied to the Hong Kong Small Claims
Tribunal for dismissal of such actions for want of prosecution in October 2011 and we
expect the same can be completed by the end of the first quarter of 2012.

Hong Kong District Court cases

Each of the Hong Kong District Court cases involves an amount of no more than
HK$1,000,000.

With respect to the four legal proceedings filed with the Hong Kong District Court
during the Track Record Period and up to the Latest Practicable Date, all of them have
been settled as at the Latest Practicable Date.

For the four legal proceedings filed against us with the Hong Kong District Court:

(a) we paid HK$293,410 to the plaintiff for one case (filed in the year ended 31 March
2009) in relation to personal injuries caused by operation of slimming machine to
an ex-employee during the course of her employment;

(b) we paid HKS$228,117 to the plaintiff for two cases (both were filed in the year
ended 31 March 2010 and by the same plaintiff) in relation to personal injuries
caused by the heat of the steam of slimming machine to a client during the course
of our services; and

(c) the plaintiff claimed against us for HK$559,256 for one case (filed after the Track
Record Period) in relation to personal injuries caused by the slippery floor ground
to a client during the course of our services.

With respect to the one legal proceeding filed by us with the Hong Kong District Court
in the year ended 31 March 2010 in respect of our claim of RMB510,000 (or HK$607,143)
plus interest and costs in relation to a contractual dispute regarding the renovation works of
our service centre, we expect to obtain judgment from the Hong Kong District Court by the
end of first quarter of 2012.

Hong Kong Labour Tribunal cases

All the four legal proceedings filed with the Hong Kong Labour Tribunal during the
Track Record Period and up to the Latest Practicable Date are in relation to the disputes
over the employment contracts between us and our employees, and have been settled as at
the Latest Practicable Date.
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With respect to the three legal proceedings filed against us at the Hong Kong Labour
Tribunal, the tribunal ordered us to pay the claimants the amounts ranged from HK$3,800
to HK$15,076.

With respect to the one legal proceeding filed by us at the Hong Kong Labour
Tribunal, the tribunal has dismissed our claims.

The following table sets out the total amounts of claims of the legal proceedings which
involved us during the Track Record Period and up to the Latest Practicable Date:

From

1 April 2011

up to the

Latest

Year ended 31 March Practicable

2009 2010 2011 Date
HKS$000 HKS$000 HKS$000 HK$°000

Approximate total
amounts involved

— Hong Kong Small Claims Tribunal 351 899 90 —
— Hong Kong District Court 293 835 — 559
— Hong Kong Labour Tribunal 308 — — —
Total 952 1,734 90 559

For the years ended 31 March 2009, 2010 and 2011 and the period from 1 April 2011
up to the Latest Practicable Date, the total amount in relation to legal proceedings against
us were HK$0.9 million, HK$1.1 million, HK$0.1 million and HK$0.6 million, respectively.
For the years ended 31 March 2009, 2010 and 2011 and the period from 1 April 2011 up to
the Latest Practicable Date, the total amount in relation to legal proceedings initiated by us
were nil, HK§0.6 million, nil and nil respectively.

Arbitration proceeding in the PRC

We received a notification dated 14 October 2011 from Shenzhen Arbitration
Committee (Y Z B ) in relation to an arbitration proceeding filed against us by
a PRC contractor which we engaged for renovation works of our service centre in July 2009.
The said arbitration proceeding was related to the same contractual dispute as mentioned in
the legal proceeding filed by us with the Hong Kong District Court above. The said PRC
contractor claimed against us in a total amount of approximately RMB306,279 on the
ground that we had defaulted in contractual payment for the renovation works. Upon
receiving the arbitration notification, on 21 October 2011, we filed a counterclaim against
the said PRC contractor for a total amount of approximately RMB990,000 on the ground
that the said PRC contractor had defaulted in providing up-to-standard renovation works
under the contract.

We have not made provisions in relation to the outstanding complaints and legal and
arbitration proceedings be cease the Directors consider that the likelihood of an outflow of
resources as a result of the same is remote.
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Taking into account the amount involved in each matter (as compared with our sales),
the chance of successful defence by us, and the likelihood of settlement between the parties,
our Directors believe that these outstanding complaints and legal and arbitration
proceedings should not have material negative impact upon our business or financial
position or impact to our operation or reputation. The Controlling Shareholders will
provide an indemnity in relation to all claims, payments, suits, damages, settlement
payments and any associated costs and expenses which would be incurred or suffered by us
as a result of any complaint, litigation, arbitration and/or legal proceedings against any
member of our Group which was issued and/or accrued and/or arising from any act of any
member of our Group on or before the Listing Date.

Save as disclosed above, no member of our Group is engaged in any complaint,
litigation or arbitration of material importance and no complaint, litigation or claim of
material importance is known to our Directors to be pending or threatened against any
member of our Group.

INSURANCE

We maintain various types of insurances in Hong Kong which we consider necessary
for our operations including property insurance to cover potential business interruption,
money losses, public liability, personal accident, fidelity guarantee, damages to our
equipments, and any accident or disease of employees. In relation to our business in the
PRC, we have maintained public liability insurance and all financial loss insurance. We
have not purchased any professional indemnity insurance for claims relating to losses
arising from our services, which we believe there is no such insurance product in the market
and is consistent with the industry practice. Please refer to the paragraph headed “medical
beauty” in this section for details. During