NOTES TO THE FINANCIAL STATEMENTS : B f& R Miz

For the year ended 31 December 2005 #HZE=ZZTARF+=-A=1+—HIFZ
(Expressed in Hong Kong dollars) (W&t A& )

GENERAL

The Company was incorporated in Cayman Islands on 29
June 2001 as an exempted company with limited liability.
Its shares are listed on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). Its ultimate holding
company and immediate holding company are Knightcote
Enterprises Limited and Efficient Market Investments Limited
respectively, and both were incorporated in British Virgin
Islands. The addresses of the registered office and principal
place of business of the Company are disclosed in the
introduction to the annual report.

The Company acts as an investment holding company.
The Group is principally engaged in (a) manufacturing and
selling of skin care, beauty and aromatherapeutic products
and (b) provision of skin treatments, beauty and spa
services and skin care consulting and beauty training. The
principal activities of its subsidiaries are set out in note 40
to the financial statements.

The financial statements are presented in Hong Kong
dollars, which is the same as the functional currency of
the Company.

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS

In the current year, the Group has applied, for the first
time, a number of new Hong Kong Financial Reporting
Standards (HKFRSs), Hong Kong Accounting Standards
(HKASSs) and Interpretations (hereinafter collectively referred
to as “new HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA”) that are
effective for accounting periods beginning on or after 1
January 2005. The application of the new HKFRSs has
resulted in a change in the presentation of the consolidated
income statement, consolidated balance sheet and
consolidated statement of changes in equity. In particular,
the presentation of minority interests has been changed.
The change in presentation have been applied
retrospectively. The adoption of the new HKFRSs has
resulted in changes to the Group’s accounting policies in
the following areas that have an effect on how the results
for the current and/or prior accounting years are prepared
and presented:
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ
(Expressed in Hong Kong dollars)

2.

(BT AElr)

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Business Combinations

In the current year, the Group has applied HKFRS 3,
Business Combinations which is effective for business
combinations for which the agreement date is on or after
1 January 2005. The principal effects of the application of
HKFRS 3 to the Group is in relation to goodwill.

In previous years, goodwill was capitalised and amortised
over its estimated useful life. The Group has applied the
relevant transitional provisions in HKFRS 3. With respect
to goodwill previously capitalised on the balance sheet,
the Group on 1 January 2005 eliminated the carrying
amount of the related accumulated amortisation of HK$11.3
million with a corresponding decrease in the cost of
goodwill (See note 20). The Group has discontinued
amortising such goodwill from 1 January 2005 onwards
and such goodwill will be tested for impairment at least
annually. Goodwill arising on acquisitions after 1 January
2005 is measured at cost less accumulated impairment
losses (if any) after initial recognition. As a result of this
change in accounting policy, no amortisation of goodwill
has been charged in the current year. Comparative figures
for 2004 have not been restated (See note 3 for the financial
impact).

In the current year, the Group has also applied HKAS 21
The Effects of Changes in Foreign Exchange Rates which
requires goodwill to be treated as assets and liabilities of
the foreign operation and translated at closing rate at each
balance sheet date. Previously, goodwill arising on
acquisitions of foreign operations was reported at the
historical rate at each balance sheet date. In accordance
with the relevant transitional provisions in HKAS 21,
goodwill arising on acquisitions prior to 1 January 2005 is
treated as a non-monetary foreign currency item. Therefore,
no prior period adjustment has been made.
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For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ
(Expressed in Hong Kong dollars)

2.

(BT AElr)

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Financial Instruments

In the current year, the Group has applied HKAS 32
Financial Instruments: Disclosure and Presentation and
HKAS 39 Financial Instruments: Recognition and
Measurement. HKAS 32 requires retrospective application.
HKAS 39, which is effective for annual periods beginning
on or after 1 January 2005, generally does not permit the
recognition, derecognition or measurement of financial
assets and liabilities on a retrospective basis. The
application of HKAS 32 has had no material impact on
how financial instruments of the Group are presented for
current or prior accounting years. The principal effects
resulting from the implementation of HKAS 39 are
summarised below:

Classification and measurement of financial assets and
financial liabilities

The Group has applied the relevant transitional provisions
in HKAS 39 with respect to the classification and
measurement of financial assets and financial liabilities that
are within the scope of HKAS 39.
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ

(Expressed in Hong Kong dollars) (W&t A& )

2.

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (continued)
Investments in debt and equity securities previously
accounted for under the benchmark treatment of
SSAP 24

By 31 December 2004 the Group classified and measured
its debt and equity securities in accordance with the
benchmark treatment of Statement of Standard Accounting
Practice (“SSAP”) 24 “Accounting for Investments in
Securities” issued by the HKICPA. Under SSAP 24,
investments in debt or equity securities are classified as
“investment securities”, “other investments” or “held-to-
maturity investments” as appropriate. “Investment
securities” are carried at cost less impairment losses (if
any) while “other investments” are measured at fair value,
with unrealised gains or losses included in profit or loss.
Held-to-maturity investments are carried at amortised cost
less impairment losses (if any). From 1 January 2005
onwards, the Group has classified and measured its
investments in debt and equity securities in accordance
with HKAS 39. Under HKAS 39, financial assets are
classified as “financial assets at fair value through profit or
loss”, “available-for-sale financial assets”, “loans and
receivables”, or “held-to-maturity financial assets”.
“Financial assets at fair value through profit or loss” and
“available-for-sale financial assets” are carried at fair value,
with changes in fair values recognised in profit or loss and
equity, respectively. Available-for-sale equity investments
that do not have quoted market prices in an active market
and whose fair value cannot be reliably measured and
derivatives that are linked to and must be settled by delivery
of such unquoted equity instruments are measured at cost
less impairment after initial recognition. “Loans and
receivables” and “held-to-maturity financial assets” are
measured at amortised cost using the effective interest
method after initial recognition.
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For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ
(Expressed in Hong Kong dollars)

2.

(BT AElr)

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (continued)
Investments in debt and equity securities previously
accounted for under the benchmark treatment of
SSAP 24 (continued)

Financial assets and financial liabilities other than
investments in debt and equity securities

From 1 January 2005 onwards, the Group has classified
and measured its financial assets and financial liabilities
other than investments in debt and equity securities (which
were previously outside the scope of SSAP 24) in
accordance with the requirements of HKAS 39. As
mentioned above, financial assets under HKAS 39 are
classified as “financial assets at fair value through profit or
loss”, “available-for-sale financial assets”, “loans and
receivables” or “held-to-maturity financial assets”. Financial
liabilities are generally classified as “financial liabilities at
fair value through profit or loss” or “other financial liabilities”.
Financial liabilities at fair value through profit or loss are
measured at fair value, with changes in fair value being
recognised in profit or loss directly. Other financial liabilities
are carried at amortised cost using the effective interest
method after initial recognition.

The adoption of HKAS 39 has had no material effect on
the results for the current accounting year.
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For the year ended 31 December 2005 #EZ=%
(Expressed in Hong Kong dollars)

2.

FAF+A=+—HIEFE
(BT AElr)

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (continued)
Owner-occupied Leasehold Interest in Land

In previous years, owner-occupied leasehold land and
buildings were included in property, plant and equipment
and measured using the cost model. In the current year,
the Group has applied HKAS 17 Leases. Under HKAS 17,
the land and buildings elements of a lease of land and
buildings are considered separately for the purposes of
lease classification, unless the lease payments cannot be
allocated reliably between the land and buildings elements,
in which case, the entire lease is generally treated as a
finance lease. To the extent that the allocation of the lease
payments between the land and buildings elements can
be made reliably, the leasehold interests in land are
reclassified to prepaid lease payments under operating
leases, which are carried at cost and amortised over the
lease term on a straight-line basis. This change in
accounting policy has been applied retrospectively (See
note 3 for the financial impact). As a result of this change
in accounting policy, property, plant and equipment of
HK$9.5 million has been decreased at 31 December 2004.
The carrying amount of prepaid lease payment has been
increased by HK$9.5 million at 31 December 2004. This
change in accounting policy has had no material effect on
how the results for the current or prior accounting years
are prepared and presented. Accordingly, no prior year
adjustment has been required.
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For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ
(Expressed in Hong Kong dollars)

2.

(BT AElr)

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Investment properties

In the current year, the Group has, for the first time, applied
HKAS 40 Investment Property. The Group has elected to
use the fair value model to account for its investment
properties which requires gains or losses arising from
changes in the fair value of investment properties to be
recognised directly in the profit or loss for the year in
which they arise. In previous years, investment properties
under SSAP 13 Accounting for Investment Properties were
measured at open market values, with revaluation increase
or decrease credited or charged to investment property
revaluation reserve unless the balance on this reserve was
insufficient to cover a revaluation decrease, in which case
the excess of the revaluation decrease over the balance
on the investment property revaluation reserve was charged
to the income statement. Where a decrease had previously
been charged to the income statement and a revaluation
increase subsequently arose, that increase was credited
to the income statement to the extent of the decrease
previously charged. The Group has applied the relevant
transitional provisions in HKAS 40 and elected to apply
HKAS 40 from 1 January 2005 onwards. The amount held
in the investment properties revaluation reserve of
approximately HK$16.7 million at 1 January 2005 has been
transferred to the Group’s accumulated profits (See note 3
for the financial impact).

Deferred taxes related to investment properties

In previous years, deferred tax consequences in respect of
revalued investment properties were assessed on the basis
of the tax consequence that would follow from recovery of
the carrying amount of the properties through sale in
accordance with the predecessor Interpretation. In the
current year, the Group has applied HK(SIC) Interpretation
21 Income Taxes — Recovery of Revalued Non-Depreciable
Assets which removes the presumption that the carrying
amount of investment properties is to be recovered through
sale. Therefore, the deferred tax consequences of the
investment properties are now assessed on the basis that
reflect the tax consequences that would follow from the
manner in which the Group expects to recover the property
at each balance sheet date. In the absence of any specific
transitional provisions in HK(SIC) Interpretation 21, this
change in accounting policy has been applied
retrospectively (See note 3 for the financial impact).
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For the year ended 31 December 2005 #HZE=ZZTARF+-A=1+—HIFZ

(Expressed in Hong Kong dollars)

(BT AElr)

3. SUMMARY OF THE EFFECTS OF THE 3.
APPLICATION OF HONG KONG FINANCIAL

=

BREBEVMBHREENZRZEM

REPORTING STANDARDS

The effects of the application of HKFRSs described in note
2 on the results for the current and prior years which

resulted in the following changes:

Administrative expense
Non-amortisation of goodwill

Other operating income
Increase in fair value of
investment properties

Income tax expense

Increase in deferred taxation
charge arising from
investment properties

Increase in profit for the year
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For the year ended 31 December 2005 #EZ=%
(Expressed in Hong Kong dollars) (W&t A& )

FAF+A=+—HIEFE

3. SUMMARY OF THE EFFECTS OF THE 3. ERATEUEHREENZZER
APPLICATION OF HONG KONG FINANCIAL EENE =)
REPORTING STANDARDS (continued)
The cumulative effects of the application of the new FERHEBYBEHREEAN _ZZTMF
HKFRSs on 31 December 2004 and 1 January 2005 are +-—A=+—BRk=ZETHRF—A—H
summarised below: ZEFEERMET:
As at 31 As at 31
December December As at
2004 (originally Effect of Effect of 2004 Effect of Effect of 1 January
stated) HKAS 1 HKAS 17 (restated) HKAS 39 HKAS 40 2005
RZZEME Fi FB R_Z3ME i FE  (restated)
TR gEN gHEl TR gEN  €HEN R-FFIE
=t-8 1% F17TH: =t-8 %395 $40% -fA-H
(R&EZ5) ba % b4 % | (E5)) b % b4 % | (E5))
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Fir Fin FET T Fir FET T
Balance sheet items EEARRER
Property, plant and equipment R EVE B5 ki 102,956 - (9511) 183445 - - 183,445
Prepaid lease payments BRTHEER
- non-current il - - 9,275 9,275 - - 9,275
- current i) - - 236 236 - - 236
Investment in securities REES
- non-current i) 6,786 - - 6,786 (6,788) - -
- current - 94,378 - - 94,378 (94,378) - -
Available-for-sale investments ATt HERE - - - - 6,786 - 6,786
Held-for-trading investment ~~ A{FEERE - - - - 94,378 - 94,378
Other assets and liabilities EpEEEER 510,511 - - 510,511 - - 510,511
Total effects on assets and HEERAE
liabilities TERUR 804,631 - - 804,631 - - 804,631
Share capital and other reserves F R J} £ 1 B f& 663,716 - - 663,716 - - 663,716
Accumulated profits Syl 114,512 - - 114,512 - 16,741 131,253
Investment properties RAMEEEREE
revaluation reserve 16,741 - - 16,741 - (16,741) -
Minority interests PERRER - 9,662 - 9,662 - - 9,662
Total effects on equity HEZRELE 794,969 9,662 - 804,631 - - 804,631
Minorty interests SERRRER 9,662 (9,662) - - - - -
804,631 - - 804,631 - - 804,631
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ

(Expressed in Hong Kong dollars) (W&t A& )

3.

SUMMARY OF THE EFFECTS OF THE
APPLICATION OF HONG KONG FINANCIAL

REPORTING STANDARDS (continued)

The application of the new HKFRSs has had no financial
impact on the Group’s equity on 1 January 2004. The
Group has not early applied the following new standards,
amendments and interpretations that have been issued
but are not yet effective. The Directors of the Company
anticipate that the application of these new standards,
amendments and interpretations will have no material
impact on the financial statements of the Group.
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HKAS 1 (Amendment)
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HKAS 19 (Amendment)
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HKAS 39 (Amendment)
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Capital disclosures!

BARHEE

Actuarial gains and losses, group plans and disclosures?

BEER SEFTERKE?

Net investment in a foreign operation?

BINETE 2R B RE?

Cash flow hedge accounting of forecast intragroup
transactions?
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The fair value option?

NS LTS

HKAS 39 & HKFRS 4 (Amendments)
ARG E 300 R BB
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Financial guarantee contracts?

I ERE H2

HKFRS 6 Exploration for and evaluation of mineral resources?
ERVBMEEREONR MEE B IR B KT (k2
HKFRS 7 Financial instruments: Disclosures’

BRMBRELERE TR DR A RE

HK(IFRIC) — INT 4 Determining whether an arrangement contains a lease?

ZE(ARMBEREREZES) REELS ETRHEEBEMNEE?

HK(IFRIC) — INT 5 Rights to interests arising from decommissioning, restoration

5 (EBRMBREZEEE®) 2BFESR and environmental rehabilitation funds?

BIEER BERRRBEEESMELER ZERN?

Liabilities arising from participating in a specific market,
waste electrical and electronic equipment®

DRBEEMS BEENREFRBEMEEBES

Applying the restatement approach under HKAS 29
Financial Reporting in Hyperinflationary Economies*
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HK(IFRIC) - INT 6
B (BRVBEREZREZES) 2B FoR

HK(IFRIC) — INT 7
B (BRYBRE2EZES) 2BE7TR
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' Effective for annual periods beginning on or after 1 January TR ZETHE A —HIZEBRBCIFE
2007. HiFR A Rk o

2 Effective for annual periods beginning on or after 1 January 2 RITTREF-A—HIZERBZFE
2006. HAR & e

8 Effective for annual periods beginning on or after 1 December 8 RITTRFTA—BAd2ERBZF
2005. e n R

“  Effective for annual periods beginning on or after 1 March ¢ RITETREFZA—HRzERBZFE
2006. HiFR A Ko
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For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ

(Expressed in Hong Kong dollars) (W&t A& )

4.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared
under the historical cost basis, except for investment
properties and financial instruments which are measured
at revalued amounts or fair values, as explained in the
accounting policies set out below.

The consolidated financial statements have been prepared
in accordance with HKFRS issued by the HKICPA. In
addition, the consolidated financial statements include
applicable disclosures required by the Rules Governing the
Listing of Securities on the Stock Exchange and by the
Hong Kong Companies Ordinance.

Basis of consolidation
The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated income statement
from the effective date of acquisition or up to the effective
date of disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with those used by other members of the Group.

All intra-group transactions, balances, income and
expenses are eliminated on consolidation.

Minority interests in the net assets of consolidated
subsidiaries are presented separately from the Group’s
equity therein. Minority interests consist of the amount of
those interests at the date of the original business
combination and the minority’s share of changes in equity
since the date of the consolidation. Losses applicable to
the minority in excess of the minority’s interest in the
subsidiary’s equity are allocated against the interests of
the Group except to the extent that the minority has a
binding obligation and is able to make an additional
investment to cover the losses.
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ
(Expressed in Hong Kong dollars)

4.

(BT AElr)

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Goodwill

Gooawill arising on acquisitions prior to 1 January 2005

Goodwill arising on an acquisition of a subsidiary and an
associate for which the agreement date is before 1 January
2005 represents the excess of the cost of acquisition over
the Group’s interest in the fair value of the identifiable
assets and liabilities of the relevant subsidiary at the date
of acquisition.

For previously capitalised goodwill arising on acquisitions
after 1 January 2001, the Group has discontinued
amortisation from 1 January 2005 onwards, and such
goodwill is tested for impairment annually, and whenever
there is an indication that the cash generating unit to which
the goodwill relates may be impaired (see the accounting
policy below).

Gooawill arising on acquisitions on or after 1 January 2005

Goodwill arising on an acquisition of a subsidiary for which
the agreement date is on or after 1 January 2005 represents
the excess of the cost of acquisition over the Group’s
interest in the fair value of the identifiable assets, liabilities
and contingent liabilities of the relevant subsidiary at the
date of acquisition. Such goodwill is carried at cost less
any accumulated impairment losses.

Capitalised goodwill arising on an acquisition of a subsidiary
is presented separately in the balance sheet.
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For the year ended 31 December 2005 #HZ=ZZFZ
(Expressed in Hong Kong dollars)

4.

AFFZA=1T—HIFFE
(BT AElr)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Goodwill (continued)

Gooawill arising on acquisitions on or after 1 January 2005
(continued)

For the purposes of impairment testing, goodwill arising
from an acquisition is allocated to each of the relevant
cash-generating units, or groups of cash-generating units,
that are expected to benefit from the synergies of the
acquisition. A cash-generating unit to which goodwill has
been allocated is tested for impairment annually, and
whenever there is an indication that the unit may be
impaired. For goodwill arising on an acquisition in a financial
year, the cash-generating unit to which goodwill has been
allocated is tested for impairment before the end of that
financial year. When the recoverable amount of the cash-
generating unit is less than the carrying amount of the
unit, the impairment loss is allocated to reduce the carrying
amount of any goodwill allocated to the unit first, and then
to the other assets of the unit pro rata on the basis of the
carrying amount of each asset in the unit. Any impairment
loss for goodwill is recognised directly in the income
statement. An impairment loss for goodwill is not reversed
in subsequent periods.

On subsequent disposal of a subsidiary, the attributable
amount of goodwill capitalised is included in the
determination of the amount of profit or loss on disposal.

Interests in associates

The results and assets and liabilities of associates are
incorporated in these financial statements using the equity
method of accounting. Under the equity method,
investments in associates are carried in the consolidated
balance sheet at cost as adjusted for post-acquisition
changes in the Group’s share of the profit or loss and of
changes in equity of the associate, less any identified
impairment loss. When the Group’s share of losses of an
associate equals or exceeds its interest in that associate
(which includes any long-term interests that, in substance,
form part of the Group’s net investment in the associate),
the Group discontinues recognising its share of further
losses. An additional share of losses is provided for and a
liability is recognised only to the extent that the Group has
incurred legal or constructive obligations or made payments
on behalf of that associate.

Where a group entity transacts with an associate of the
Group, profits and losses are eliminated to the extent of
the Group’s interest in the relevant associate.
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ
(Expressed in Hong Kong dollars)

4.

(BT AElr)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Revenue recognition

Sale of goods is recognised when goods are delivered
and title has passed.

Service income is recognised when services are provided.
Payments that are related to service not yet rendered are
deferred and shown as deferred income in balance sheet.

Entrustment fees arising from entrusting the Group’s
businesses to third party operators are recognised in the
income statement in equal instalments over the entrustment
periods.

Rental income under operating leases is recognised on a
straight-line basis over the terms of the relevant leases.

Interest income from a financial asset is accrued on a time
basis, by reference to the principal outstanding and at the
effective interest rate applicable, which is the rate that
exactly discounts the estimated future cash receipts through
the expected life of the financial asset to that asset’s net
carrying amount.

Property, plant and equipment

Property, plant and equipment are stated at cost less
subsequent accumulated depreciation and accumulated
impairment losses.

Depreciation and amortisation is provided to write off the
cost of items of property, plant and equipment over their
estimated useful lives and after taking into account if their
estimated residual value, using the straight-line method.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset.
Any gain or loss arising on derecognition of the asset
(calculated as the difference between the net disposal
proceeds and the carrying amount of the item) is included
in the income statement in the year in which the item is
derecognised.
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For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ
(Expressed in Hong Kong dollars)

4.

(BT AElr)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Leasehold land and buildings under development for
future owner-occupied purpose

When the leasehold land and buildings are in the course
of development for production, rental or for administrative
purposes, the leasehold land component is classified as a
prepaid lease payment and amortised over a straight-line
basis over the lease term. During the construction period,
the amortisation charge provided for the leasehold land is
included as part of costs of buildings under construction.
Buildings under construction are carried at cost, less any
identified impairment losses. Depreciation of buildings
commences when they are available for use (i.e. when
they are in the location and condition necessary for them
to be capable of operating in the manner intended by
management).

Investment properties

On initial recognition, investment properties are measured
at cost, including any directly attributable expenditure.
Subsequent to initial recognition, investment properties are
measured using the fair value model. Gains or losses arising
from changes in the fair value of investment property are
included in profit or loss for the period in which they arise.

Operating lease

The Group as lessor

Rental income from operating leases is recognised in the
income statement on a straight-line basis over the term of
the relevant lease. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the carrying
amount of the leased asset and recognised as an expense
on a straight-line basis over the lease term.

The Group as lessee

Rentals payable under operating leases are charged to
profit or loss on a straight-line basis over the term of the
relevant lease. Benefits received and receivable as an
incentive to enter into an operating lease are recognised
as a reduction of rental expense over the lease term on a
straight-line basis.
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ
(Expressed in Hong Kong dollars)

4.

(BT AElr)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recorded in its functional currency (i.e. the currency of the
primary economic environment in which the entity operates)
at the rates of exchanges prevailing on the dates of the
transactions. At each balance sheet date, monetary items
denominated in foreign currencies are retranslated at the
rates prevailing on the balance sheet date. Non-monetary
items carried at fair value that are denominated in foreign
currencies are retranslated at the rates prevailing on the
date when the fair value was determined. Non-monetary
items that are measured in terms of historical cost in a
foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are
recognised in profit or loss in the period in which they
arise, except for exchange difference arising on a monitory
items that forms part of the Group’s net investment in a
foreign operation, in which case, such exchange differences
are recognised in equity in the consolidated financial
statements. Exchange differences arising on the
retranslation of non-monetary items carried at fair value
are included in profit or loss for the period except for
differences arising on the retranslation of non-monetary
items in respect of which gains and losses are recognised
directly in equity, in which cases, the exchange differences
are also recognised directly in equity.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of
the Company (i.e. Hong Kong dollars) at the rate of
exchange prevailing at the balance sheet date, and their
income and expenses are translated at the average
exchange rates for the year, unless exchange rates fluctuate
significantly during the period, in which case, the exchange
rates prevailing at the dates of transactions are used.
Exchange differences arising, if any, are recognised as a
separate component of equity (the exchange reserve). Such
exchange differences are recognised in profit or loss in the
period in which the foreign operation is disposed of.
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For the year ended 31 December 2005 #EZ=%
(Expressed in Hong Kong dollars)

4.

ERFE+=—A=+—HIFE
(BT AElr)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Foreign currencies (continued)

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation
on or after 1 January 2005 are treated as assets and
liabilities of that foreign operation and translated at the
rate of exchange prevailing at the balance sheet date.
Exchange differences arising are recognised in the
translation reserve.

As mentioned in note 2, goodwill and fair value adjustments
arising on acquisition of foreign operations prior to 1
January 2005 are treated as non-monetary foreign currency
items of the acquirer and reported using the historical
exchange rate prevailing at the date of the acquisition.

Government grants

Government grants are recognised as income over the
periods necessary to match them with the related costs.
Grants related to expense items are recognised in the same
period as those expenses are charged in the income
statement and are reported separately as other operating
income.

Retirement benefits costs

Payments to the Mandatory Provident Funds as required
under the Hong Kong Mandatory Provident Fund Schemes
Ordinance and to the PRC municipal government retirement
scheme, are charged as an expense as they fall due.

For defined benefit retirement plans, the cost of providing
benefits is determined using the projected unit credit
method, with actuarial valuations being carried out at each
balance sheet date. Actuarial gains and losses which
exceed 10 per cent of the greater of the present value of
the Group’s pension obligations and the fair value of plan
assets are amortised over the expected average remaining
working lives of the participating employees. Past service
cost is recognised immediately to the extent that the
benefits are already vested, and otherwise is amortised on
a straight-line basis over the average period until the
amended benefits become vested. Any asset resulting from
this calculation is limited to unrecognised actuarial losses
and past service costs, plus the present value of available
refunds and reductions in future contributions to the plan.
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For the year ended 31 December 2005 #EZ=%
(Expressed in Hong Kong dollars)

4.

FAF+A=+—HIEFE
(BT AElr)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Retirement benefits costs (continued)

The amount recognised in the balance sheet represents
the present value of the defined benefit obligation as
adjusted for unrecognised actuarial gains and losses and
unrecognised past service cost, and as reduced by the
fair value of plan assets. Any asset resulting from this
calculation is limited to unrecognised actuarial losses and
past service cost, plus the present value of available refunds
and reductions in future contributions to the plan.

Taxation
Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit as reported in the
income statement because it excludes items of income or
expense that are taxable or deductible in other years and
it further excludes items that are never taxable or
deductible. The Group’s liability for current tax is calculated
using tax rates that have been enacted or substantively
enacted by the balance sheet date.

Deferred tax is recognised on differences between the
carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax base used
in the computation of taxable profit, and is accounted for
using the balance sheet liability method. Deferred tax
liabilities are generally recognised for all taxable temporary
differences and deferred tax assets are recognised to the
extent that it is probable that taxable profits will be available
against which deductible temporary differences can be
utilised. Such assets and liabilities are not recognised if
the temporary difference arises from goodwill or from the
initial recognition (other than in a business combination) of
other assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit.
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For the year ended 31 December 2005 #HZ=ZZFZ
(Expressed in Hong Kong dollars)

4.

AFFZA=1T—HIFFE
(BT AElr)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Taxation (continued)

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and
associates, except where the Group is able to control the
reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable
future.

The carrying amount of deferred tax assets is reviewed at
each balance sheet date and reduced to the extent that it
is no longer probable that sufficient taxable profit will be
available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the
asset is realised. Deferred tax is charged or credited to
profit or loss, except when it relates to items charged or
credited directly to equity, in which case the deferred tax
is also dealt with in equity.

Intangible assets

On initial recognition, intangible assets acquired separately
and from business combinations are recognised at cost
and at fair value, respectively. After initial recognition,
intangible assets with finite useful lives are carried at costs
less accumulated amortisation and any accumulated
impairment losses. Amortisation for intangible assets with
finite useful lives is provided on a straight-line basis over
their estimated useful lives.

Gains or losses arising from derecognition of an intangible
asset are measured at the difference between the net
disposal proceeds and the carrying amount of the asset
and are recognised in the income statement when the
asset is derecognised.
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For the year ended 31 December 2005 #EZ=%
(Expressed in Hong Kong dollars)

4.

FAF+A=+—HIEFE
(BT AElr)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Intangible assets (continued)

Research and development expenditure

Expenditure on research activities is recognised as an
expense in the period in which it is incurred.

An internally-generated intangible asset arising from
development expenditure is recognised only if it is
anticipated that the development costs incurred on a
clearly-defined project will be recovered through future
commercial activity. The resultant asset is amortised on a
straight-line basis over its useful life, and carried at cost
less subsequent accumulated amortisation and any
accumulated impairment losses.

Where no internally-generated intangible asset can be
recognised, development expenditure is recognised as an
expense in the period in which it is incurred.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the weighted average cost
method.

Financial instruments

Financial assets and financial liabilities are recognised on
the balance sheet when a group entity becomes a party to
the contractual provisions of the instrument. Financial
assets and financial liabilities are initially measured at fair
value. Transaction costs that are directly attributable to
the acquisition or issue of financial assets and financial
liabilities (other than financial assets and financial liabilities
at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial
assets or financial liabilities at fair value through profit or
loss are recognised immediately in profit or loss.
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For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ
(Expressed in Hong Kong dollars)

4.

(BT AElr)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets

The Group’s financial assets are classified into one of the
three categories, including financial assets at fair value
through profit or loss, loans and receivables and available-
for-sale financial assets. All regular way purchases or sales
of financial assets are recognised and derecognised on a
trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation
or convention in the marketplace. The accounting policies
adopted in respect of each category of financial assets are
set out below.

Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss has two
subcategories, including financial assets held for trading
and those designated at fair value through profit or loss on
initial recognition. At each balance sheet date subsequent
to initial recognition, financial assets at fair value through
profit or loss are measured at fair value, with changes in
fair value recognised directly in profit or loss in the period
in which they arise.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. At each balance sheet date subsequent
to initial recognition, loans and receivables, including trade
and other receivables and bank balances, are carried at
amortised cost using the effective interest method, less
any identified impairment losses. An impairment loss is
recognised in profit or loss when there is objective evidence
that the asset is impaired, and is measured as the difference
between the asset’s carrying amount and the present value
of the estimated future cash flows discounted at the original
effective interest rate. Impairment losses are reversed in
subsequent periods when an increase in the asset’s
recoverable amount can be related objectively to an event
occurring after the impairment was recognised, subject to
a restriction that the carrying amount of the asset at the
date the impairment is reversed does not exceed what the
amortised cost would have been had the impairment not
been recognised.
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For the year ended 31 December 2005 #HZ=ZFZ
(Expressed in Hong Kong dollars)

4.

AFFZA=1T—HIFFE
(BT AElr)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets (continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that
are either designated or not classified as any of the other
categories (set out above). At each balance sheet date
subsequent to initial recognition, available-for-sale financial
assets are measured at fair value. Changes in fair value
are recognised in equity, until the financial asset is disposed
of or is determined to be impaired, at which time, the
cumulative gain or loss previously recognised in equity is
removed from equity and recognised in profit or loss. Any
impairment losses on available-for-sale financial assets are
recognised in profit or loss. Impairment losses on available-
for-sale equity investments will not reverse in subsequent
periods. For available-for-sale debt investments, impairment
losses are subsequently reversed if an increase in the fair
value of the investment can be objectively related to an
event occurring after the recognition of the impairment
loss.

For available-for-sale equity investments that do not have
a quoted market price in an active market and whose fair
value cannot be reliably measured and derivatives that are
linked to and must be settled by delivery of such unquoted
equity instruments, they are measured at cost less any
identified impairment losses at each balance sheet date
subsequent to initial recognition. An impairment loss is
recognised in profit or loss when there is objective evidence
that the asset is impaired. The amount of the impairment
loss is measured as the difference between the carrying
amount of the asset and the present value of the estimated
future cash flows discounted at the current market rate of
return for a similar financial asset. Such impairment losses
will not reverse in subsequent periods.

112 Natural Beauty Bio-Technology Limited Annual Report 2005

4.

FTEEFEBX (8

EMIA (&)

ERHEE (&)

THESREE
AHESHMEERLEIET XL EIIE

H s8R (BN EX) ZIFPTEERB -1
MREREREER THESREER
RFEEFE-RVELPHREDER

5;2@@5%%&&%&%%&5&&1@
Al ERAER SRR 2 BEHRE
JEE’%&E’%Q%E&%W@*iﬁﬁé%ﬁﬁﬁﬁ?ﬁa«uf’—lﬁj
EEMEEZEMBEBBENBEDRER-
AHERTIRE ZRERBE/ TSR
BHERE-RAHEEKREMS i
ZIARE 2 N FEIE I E L B A SRR
EBREHEE2EMHRE AEREED
AR

AT ERAREM E - I B E BT
BZRE EAFEEEEANEAERS
HZEELTRATEGREIAARN
ZETRZTABEZTETA AIAH
ERABRENRTNRAERE S HEBILK
AMERERABRBEBEFE-HER
ERBREREERTRE IIRBERE
RBEER-REBRSRREEREE
HIZBEUEREE 2 RITM G EHREGT
AR ARBEeRERELHERFE-
ZEREBEESTERERARED-



For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ
(Expressed in Hong Kong dollars)

4.

(BT AElr)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group
entity are classified according to the substance of the
contractual arrangements entered into and the definitions
of a financial liability and an equity instrument.

An equity instrument is any contract that evidences a
residual interest in the assets of the group after deducting
all of its liabilities.

The Group’s financial liabilities are trade and other payables
which fall within the category other financial liabilities. The
accounting policies adopted in respect of financial liabilities
and equity instruments are set out below.

Other financial liabilities

Other financial liabilities including trade and other payables
are subsequently measured at amortised cost, using the
effective interest rate method.

Equity instruments
Equity instruments issued by the Company are recorded
at the proceeds received, net of direct issue costs.

Derecognition

Financial assets are derecognised when the rights to receive
cash flows from the assets expire or, the financial assets
are transferred and the Group has transferred substantially
all the risks and rewards of ownership of the financial
assets. On derecognition of a financial asset, the difference
between the asset’s carrying amount and the sum of the
consideration received and the cumulative gain or loss that
had been recognised directly in equity is recognised in
profit or loss.

For financial liabilities, they are removed from the Group’s
balance sheet (i.e. when the obligation specified in the
relevant contract is discharged, cancelled or expires). The
difference between the carrying amount of the financial
liability derecognised and the consideration paid or payable
is recognised in profit or loss.
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ
(Expressed in Hong Kong dollars) (W&t A& )

4.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment losses (other than goodwill (see the
accounting policies in respect of goodwill))

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have
suffered an impairment loss. If the recoverable amount of
an asset is estimated to be less than its carrying amount,
the carrying amount of the asset is reduced to its
recoverable amount. An impairment loss is recognised as
an expense immediately.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset in prior
years. A reversal of an impairment loss is recognised as
income immediately.

CRITICAL ACCOUNTING JUDGMENTS AND
KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the process of applying the Group’s accounting policies
which are described in note 4, management has made the
following judgment and estimation uncertainty that have
most significant effect on the amounts recognised in the
financial statements.

Depreciation and amortisation

The Group’s carrying values of property, plant and
equipment and intangible assets as at 31 December 2005
were approximately HK$178.7 million and HK$0.9 million,
respectively. The Group depreciates and amortised the
property, plant and equipment and intangible assets over
their estimated useful lifes and after taking into account
their estimated residual value, using the straight line
method, at the rates as detailed in notes 17 and 19,
respectively. The estimated useful life and dates that the
Group places, plant and equipment and intangible assets
into productive use reflects the directors’ estimate of the
periods that the Group intends to derive future economic
benefits from the use of the Group’s property, plant and
equipment and intangible assets.
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For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ

(Expressed in Hong Kong dollars) (W&t A& )

5.

CRITICAL ACCOUNTING JUDGMENTS AND
KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Estimated impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating units
to which goodwill has been allocated. The value in use
calculation requires the Group to estimate the future cash
flows expected to arise from the cash-generating unit and
a suitable discount rate in order to calculate the present
value. As at 31 December 2005, the carrying amount of
goodwill is approximately HK$13.9 million (net of
accumulated impairment loss of approximately HK$3.2
million). Details of the recoverable amount calculation are
set out in note 20.

Impairment loss on trade receivables

The policy for assessing the impairment of the trade
receivables of the Group is based on the ongoing evaluation
of the collectability and aging analysis of the trade
receivables and on the management’s judgement. A
considerable amount of judgement is required in assessing
the ultimate realisation of these receivables, including
creditworthiness and the past collection history of each
customer. If the financial conditions of the customers of
the Group were to deteriorate, resulting in an impairment
of their ability to make payments, additional impairment
loss may be required.

Allowances for inventories

The management of the Group reviews an inventories listing
at each balance sheet date, and makes allowance for
obsolete and slow-moving inventory items identified that
are no longer suitable for use in production. The
management estimates the net realisable value for such
items based primarily on the latest invoice prices and
current market conditions. The Group carries out an
inventory review on a product-by-product basis at each
balance sheet date and makes allowance for obsolete
items.
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ

(Expressed in Hong Kong dollars) (W&t A& )

5.

CRITICAL ACCOUNTING JUDGMENTS AND
KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Income taxes

As at 31 December 2005, a deferred tax asset of
approximately HK$7.9 million in relation to impairment loss
on trade receivables, defined benefit liability and unrealised
profits on inventories has been recognised in the Group’s
balance sheet. The realisability of the deferred tax asset
mainly depends on whether sufficient future profits or
taxable temporary differences will be available in the future.
In cases where the actual future profits generated are less
than expected, a material reversal of deferred tax assets
may arise, which would be recognised in the income
statement for the period in which such a reversal takes
place.

Fair value

The fair value of financial assets and financial liabilities is
estimated by discounting the future cash flows at prevailing
market rate available to the Group for similar financial
investments. Such assessments was based on certain
assumptions, which are subject to uncertainty and might
materially differ from the actual results.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group’s major financial instruments include equity
investments, trade receivables, trade payables and other
long-term receivables. Details of these financial instruments
are disclosed in respective notes. The risks associated
with these financial instruments and the policies on how to
mitigate these risks are set out below. The management
manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and
effective manner.

Currency risk

Certain trade receivables and other long-term receivables
of the Group are denominated in foreign currencies. The
Group currently does not have a foreign currency hedging
policy. However, the management monitors foreign
exchange exposure and will consider hedging significant
foreign currency exposure should the need arises.
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For the year ended 31 December 2005 #EZ=%
(Expressed in Hong Kong dollars)

6.

FAF+A=+—HIEFE
(BT AElr)

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

Credit risk

The Group’s maximum exposure to credit risk in the event
of the counterparties’ failure to perform their obligations
as at 31 December 2005 in relation to each class of
recognised financial assets is the carrying amount of those
assets as stated in the consolidated balance sheet. In
order to minimise the credit risk, the management of the
Group has delegated a team responsible for determination
of credit limits, credit approvals and other monitoring
procedures to ensure that follow-up action is taken to
recover overdue debts. In addition, the Group reviews the
recoverable amount of each individual trade debt at each
balance sheet date to ensure that adequate impairment
losses are made for irrecoverable amounts. In this regard,
the directors of the Company consider that the Group’s
credit risk is significantly reduced.

The credit risk on liquid funds is limited because the
counterparties are banks with high credit ratings.

The Group’s concentration of credit risk by geographical
locations are mainly People’s Republic of China other than
Hong Kong (the “PRC”) and Taiwan, which accounted for
60% (2004: 60%) and 38% (2004: 40%) of the turnover
for the year ended 31 December 2005.

Price risk

The Group’s held-for-trading investments is measured at
fair value at each balance sheet date. Therefore, the Group
is exposed to equity security price risk. The management
manages this exposure by maintaining a portfolio of
investments with different risk profiles.
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ
(Expressed in Hong Kong dollars) (W&t A& )

7. TURNOVER
Turnover represents (i) the net amounts received and
receivables for goods sold by the Group to outside
customers and is stated net of sales returns and
allowances, (i) service income from provision of skin
treatments, beauty and SPA services and (jii) entrustment
fee income for the year, and is analysed as follows:

Sales of goods EmiEE
Service income AR 75 e A
Entrustment fee income LR ERE

8. BUSINESS AND GEOGRAPHICAL SEGMENTS
Geographical segments
The Group’s operations are located in the PRC, Taiwan,
Hong Kong and Malaysia.
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For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ
(Expressed in Hong Kong dollars)

8.

(BT AElr)

BUSINESS AND GEOGRAPHICAL SEGMENTS 8.

(continued)

Geographical segments (continued)
An analysis of the Group’s revenue and contribution to
operating results and segmental assets and liabilities by
geographic segments based on customers location,
irrespective of the origin of the goods/services, is presented

below:

For the year ended
31 December 2005

Turnover
Other operating income

Total revenue

Segment results

Unallocated corporate
expenses

Share of loss of an
associate

Profit before taxation
Income tax expense

Profit for the year

BE-ZEER&E+=H
=+—BL&EE

-
HAl 8 & W 2

A

7 EB R AR

REB DR

FE1E — KB & R R B 18

Bk 252 A i A

PR S TER X2

F Ak A

FHRMESE (8)

i o #8 (48)

RNEBZIWA BEEEENER 530
BERBGBE 2SI (REFFEM:
TwE M,/ REKR) DT

PRC Taiwan Others Total

B K BE =p Hitith & Wt
HK$’000 HK$’000 HK$’000 HK$°000
FETT FET FET FETT
213,915 137,358 6,643 357,916
28,780 13,551 804 43,135
242,695 150,909 7,447 401,051
88,157 52,430 (14,707) 125,880
(5,975)
(60)

119,845
(38,834)

81,011
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ
(Expressed in Hong Kong dollars) (W&t A& )

8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. X RiiE o ER (&)

(continued)
Geographical segments (continued) i > &R ()
Consolidated balance sheet HEEEAGR
PRC Taiwan Others Total
o K R =h H i = st
HK$’000 HK$’000 HK$’000 HK$’000
F#ExT F#ET F#ET F#ET
Assets BE
Segment assets DEEE 504,092 372,023 9,738 885,853
Interest in an associate R—REE R 2R 545 - - 545
Unallocated corporate RAEBERAREE
assets 51,072
Consolidated total assets 4R A BB E 937,470
Liabilities BfE
Segment liabilities DHEE 48,786 45,522 3,111 97,419
Unallocated corporate FEBEREARAE
liabilities 19,754
Consolidated total REBBE
liabilities 117,173
Other information HibE R
Capital expenditure ERRX 19,697 2,930 2,270 24,897
Depreciation e 16,921 6,831 914 24,666
Impairment loss of EEREEE
goodwill 3,192 - - 3,192
Write off of intangible B =M
assets 325 - - 325
Release of prepaid lease  # BB A LB ER
payments 236 - - 236
Loss on disposal of HETHE K5 K
property, plant and HEBE
equipment 1,678 - 2,203 3,881
Amortisation of intangible 2 & 7 # §5
assets 915 - - 915
Allowance for obsolete REFTERB
inventories 4,436 2,969 1,058 8,463
Impairment loss on trade ¥ 5 IR
receivables A E R 793 43 2,475 3,311
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For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ

(Expressed in Hong Kong dollars)

(BT AElr)

8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8.

(continued)

Geographical segments (continued)

For the year ended
31 December 2004

Turnover
Other operating income

Total revenue

Segment results

Unallocated corporate
expenses

Share of loss of an
associate

Profit before taxation
Income tax expense

Profit for the year

%35 B 5 4 8 ()

i o E8 (48)

PRC Taiwan Others Total
BB K BE = HAth i (= e
HK$’000 HK$’000 HK$’000 HK$°000
FET FAET FAET FET
BHE_ZTZTWNF
+-A=+—HB1EFE
3 214,061 142,150 1,931 358,142
E a8 2 W as 14,161 8,540 396 23,097
FERLI /N 228,222 150,690 2,327 381,239
DEER 71,328 40,516 (1,840) 110,004
RERARTH
(10,609)
(R — Rt & AR EE
(337)
B 7 B v A 99,058
PS8 (36,333)
F N A 62,725
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ
(Expressed in Hong Kong dollars) (W&t A& )

8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8.
(continued)
Geographical segments (continued)
Consolidated balance sheet

PRC
B K B
HK$’000
FET
Assets BE
Segment assets DHEE 462,399
Interest in an associate R—RKBERA 2R 605
Unallocated corporate REERREE
assets
Consolidated total assets 4R A BB E
Liabilities BfE
Segment liabilities DHEE 26,214
Unallocated corporate FEBEREARAE
liabilities
Consolidated total liabilities %R & # & &
Other information H b &
Capital expenditure BEARAAX 8,122
Depreciation e 21,276
Release of prepaid lease  # BB A LB ER
payments 236
Loss on disposal of HETHE K5 K
property, plant and HEEBE
equipment 217
Amortisation of intangible 2 & 7 # §5
assets 1,074
Amortisation of goodwill 772 8 6,720
Allowance for obsolete REFTERB
inventories 1,783

FHRMESE (8)

i o E8 (48)

HEEEAGR
Taiwan Others
A8 HiwE
HK$'000 HK$'000
FAET FAET
390,018 15,077
45,423 72
5,843 218
6,491 1,152
35 -

Total
48 =

wes A

HK$000
TET

867,494
605

32,132

900,231

71,709

23,891
95,600
14,183
28,919

236

217

1,074
6,755

1,783
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For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ
(Expressed in Hong Kong dollars)

8.

(BT AElr)

BUSINESS AND GEOGRAPHICAL SEGMENTS 8.

(continued)
Business segments

For management purposes, the Group is currently
organised into 2 operating divisions — sale of cosmetic
products and provision of beauty services and leasing of
investment properties. In the opinion of the directors, the
leasing of investment properties are not considered as the
principal activity of the Group, and accordingly, the
operating income from this segment is not included as

turnover.

An analysis of the Group’s turnover by business segments

is presented below:

FHRMESE (8)

EBHSH

REEBNME AKBEBES AWELE
P - HEXREMIREHERRBE A
RHEREME -EETRA HHEKED
UARBAREEBLTZER Bt oA
ZIRBEWATFTTASEEAR-

AEBELEEBRZEBEDBOWWT:

Other
Turnover operating income
FEE H i By i
2005 2004 2005 2004
“EERE | —ZTTNF | ZEFRE | —TTNF
HK$°000 HK$’000 HK$’000 HK$’000
FiET FET FiET FET
Cosmetic products and EREMR
beauty services ERREE 357,916 358,142 = -
Investment properties HEME - - 10,303 5,568
Others Hith - - 32,832 17,529
357,916 358,142 43,135 23,097

The following is an analysis of the carrying amount of
segment assets and capital expenditure analysed by the

REEMEMETZNNEEREARR
MZEBHEAMMT

business segments in which the assets are located:

Carrying amount
of segment assets

Capital expenditure

SHMEEREE EARMX
2005 2004 2005 2004
“ETRE | _TTMF | ZFTRFE | _TTOHF
HK$’000 HK$’000 HK$’000 HK$’000
Fi#ET FET F#ET F#ET

Cosmetic products and EREMR

beauty services EAR® 726,200 707,035 24,897 14,183
Investment properties HEME 159,653 160,459 - -
885,853 867,494 24,897 14,183

“EThEFR ARZEYRRERAT 128




For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ
(Expressed in Hong Kong dollars) (W&t A& )

9. OTHER OPERATING INCOME 9. Hip & =
2005 2004
—EFLE —EETNF
HK$’000 HK$’000
F#ET FHET
Rental income from investment REREMEZHe NS
properties 5,826 5,568
Interest income on bank deposits 8174577 F B AR A 3,297 1,956
Financial refunds (note) WIS R R (M at) 19,621 9,977
Increase in fair value of investment 1% & ¥ % A &1 hn
properties 4,477 -
Gain on disposal of held-for-trading & EFE HIRE BHEE W
investments/investment in
securities 1,388 1,739
Gain on acquisition of additional U iE — KM B A B BEIME RS 2 W
interest in a subsidiary 2,709 -
Others H i Y z8 5,817 3,857
43,135 23,097
Note: Pursuant to the local practice of the finance bureau of the Hat: BEFEETHBERARGEMEME
provinces in which certain of the PRC subsidiaries operate, D2 MREPI8 & B Ol A B
the PRC subsidiaries will receive financial refunds in the NEENEE BB FI R ER &
form of government grants by way of negotiation with the Wk EMEHABREEE S LES
relevant finance bureau with reference to the percentage M RRTNESRTHB &S
of income and other taxes paid. These financial refunds HRPWEEABZSVBEMER 2
are treated as tax exempted by such finance bureaus. HERE- A BHEEARRERR
However, the refunds and the tax exemption treatment FBEASFEM HNERBAEUTR
thereof are subject to review annually, and could be treated HEREB-AETEBEZSMEAR
differently in the future. It is therefore uncertain if these RIB&GBEEEINEZEMBRA
subsidiaries will continue to be eligible for such financial LEER R TS
refunds and the tax exemption treatment thereof in the
future.
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For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ

(Expressed in Hong Kong dollars)

10. PROFIT BEFORE TAXATION

Profit before taxation has been arrived
at after charging:

Staff costs:
— directors’ emoluments (note 11)
— other staff costs
Retirement benefits scheme
contributions, excluding directors:
— contributions to defined
contribution plan
— expenses recognised in respect of
defined benefit plan (note 30)

Total staff costs

Depreciation of property, plant
and equipment
Amortisation of goodwill, included
in administrative expenses
Amortisation of intangible assets,
included in administrative expenses

Total depreciation and amortisation

Release of prepaid lease payments
Impairment loss on goodwill
Auditors’ remuneration
Loss on disposal of property,

plant and equipment
Write off of intangible assets
Research and development costs
Allowance for obsolete inventories
Cost of inventories recognised

as expense
Impairment loss on trade receivables

and after crediting:

Gain on acquisition of additional interest
in a subsidiary

Rental income from investment
properties, net of outgoings of
HK$224,000 (2004: HK$581,000)

Rental income from other properties,
net of outgoings of HK$315,000
(2004: HK$49,000)

(BT AElr)

10. B w0im 7

B 15 Al A SN B T 51
FHERIE:

BITRHA:
—-EEZME (HaE11)
—Hith B TRk A
BREMETEIH
TRREEE:

— EBHEREEHK

—~EHEENFEZEBRRAAX
(#17%£30)

BT AR
THE BEERREIE
BEHE ERRTRAX

BVEESE BER
THHEX

FERBEER

BE e ALt AER
EEREER

2 E &

HETBE BERREER

18124 B M

T 2% A

PRE 7 & B 5
EHERBHAIZTFERAN

5 R ER TR EEIE

Wt A

W —RWB AR REIMERS 2 s
REWEZHS W
224,000 7T (Z T WMF .
581,000/ 7T)

Hib 2 2 e RS R 88

315,000 7T (Z T WM F .
49,0005 JT)

2005
—_EFERE
HK$°000
F# T

1,089
56,693

5,047

944

63,773

24,666

915
25,581
236
3,192
2,622
3,881
325
1,306
8,463

35,427
3,311
2,709
5,602

1,538
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2004
—EENF
HK$’000
F#ET

818
46,820

4,470
1,443

53,551

28,919
6,755
1,074

36,748

236
2,635
217

1,994
1,783

37,309

4,987

933



For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ

(Expressed in Hong Kong dollars) (W&t A& )
11. DIRECTORS’ EMOLUMENTS 1. EEME
The emoluments paid or payable to each of the 7 (2004: BENEG TR (ZEEMF:£R)
7) directors were as follows: EECHMeWT:
Mr. Su Mrs. Chen
Dr. Tsai  Mr. Lee Chien Dr.Su  Mr. Yeh Shieh  Mr. Chen Total
YenYu MingTa  Cheng ShHsyu Liang Fei Shu Chen Ching 2005
ERE  FHE  HEW  HSF  ERE REWZ #iE @
Bt ik 3 bk Bt ik 3 Tt bk
HK$'000 HK$000 HK$'000 HKS$'000 HK$000 HK$'000 HK$'000 HKS$’000
F#r F#n FEx FEx FEx FEx FEx FiEx
Fees e 1,000 700 600 600 20 20 48 2,988
Other emoluments Endis
Salaries and other benefits FeREMEN 14 326 291 356 - - - 987
Contributions to retirement RIREFRE AR
benefits scheme - 6 6 2 - - - 14
Waiver of fees Hene (1,000) (700) (600) (600) - - - (2,900)
Total emoluments Weng@ 14 332 207 358 20 2 48 1,089
Mr. Su Mrs. Chen
Dr.Tsai M. Lee Chien Dr.Su M Yeh Shieh ~ Mr. Chen Total
YenYu  Ming Ta Cheng  ShHsyu Liang Fei Shu Chen Ching 2004
BRE  ZTHE HES HE¥  ERE RARY B @it
Bt RE bk Bt RE Tt £4
HK$'000 HK$'000 HK$'000 HK$'000 HKE'000 HK$000 HK$'000 HK$'000
Faér  FErT  TErT  FEr  THEr  FEr  FEr Thx
Fees ik 1,000 700 600 528 20 20 13 2,381
Other emoluments Hitfl e
Salaries and other benefits T REMEN - 294 262 195 - - - 751
Contributions to retirement RREHHEER
benefits scheme - 6 5 3 - - - 14
Waiver of fees Hens (1,000 (700) (600) (528) - - - (2,828)
Total emoluments HeweE - 300 267 198 20 20 13 818

For the year ended 31 December 2005, each of the
executive directors voluntarily agreed to waive their
entitlement to certain remuneration of approximately HK$2.9
million (2004: HK$2.8 million).
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For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ
(Expressed in Hong Kong dollars) (W&t A& )

12. EMPLOYEES’ EMOLUMENTS 12. EEME
Of the five individuals with the highest emoluments in the rEEREERTWALBRERSE (=
Group, two (2004: two) were directors of the Company TENFE WMB)ES BEZHTWNEFS
whose emoluments are included in the disclosures in note EREXHFIIHEE - Hr=% (=T
11 above. The emoluments of the remaining three (2004: HE:=ZH) AL ZHMmT:
three) individuals were as follows:
2005 2004
—FFRF —ZETF
HK$’000 HK$'000
FiET FHET
Salaries and other benefits e hHAEF 1,395 1,076
Contributions to retirement ROKAE T FH 83K
benefits scheme 28 20
1,423 1,096
The emoluments of each of the employees are less than 2 EERZMEAEEZMESH LR
HK$1,000,000 for both years. 1,000,000 Jt °
13. INCOME TAX EXPENSE 13. FiBHHEAX
2005 2004
—FFRF —ZETF
HK$°000 HK$’000
F#ETT FET
The charge comprises: XHBE:
Hong Kong Profits Tax BHEFEM = -
Taxation in other jurisdictions REMBEERER 2B
Current year KEE 35,263 30,589
Underprovision in prior years BEFEBREBETR 3,635 935
38,898 31,524
Deferred taxation (note 33) EERIE (MY 5533)
Current year KEE (64) 4,553
Underprovision in prior years BEFERBEBTR - 256
(64) 4,809
38,834 36,333
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ
(Expressed in Hong Kong dollars) (W&t A& )

13. INCOME TAX EXPENSE (continued) 13.

Taxation arising in other jurisdictions is calculated at the
rates prevailing in the relevant jurisdictions.

Pursuant to the relevant laws and regulations in Taiwan,
certain of the Group’s Taiwan subsidiaries are eligible to
certain tax concessions.

No provision for Hong Kong Profits Tax has been made as
the Company and its subsidiaries have no assessable profit
for both years.

The tax charge for the year can be reconciled to the profit
before taxation per the income statement as follows:

Profit before taxation R A5 A s

Tax at the average income tax RIEHMEHE32.3%
rate of 32.3% (2004: 29.4%) (ZEZMF :120.4%)

Tax effect of expenses not TR E 2 R 2
deductible for tax purpose

Tax effect of income not taxable B8 BB UL A 2 B #6557 &
for tax purpose

Tax effect of tax losses not RERBIBBE NG 2
recognised

Tax effect of tax concession BT REEMNBRARBG
provided to a Taiwan subsidiary ~ BiRZHB 2

Tax effect of share of loss of i —RBERABEL
an associate M8

Underprovision in prior years BEFERBEBTR

Tax charge for the year FABIEZ

Note: The average income tax rate for the year ended 31
December 2005 represents the weighted average tax rate
of the operations in different jurisdictions on the basis of
the relative amounts of profit before taxation and the
relevant statutory rates or other reasonable basis.
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2005 2004
—ETRF —ZETTF
HK$°000 HK$°000
F# T FA&ET
119,845 99,058
38,710 29,123
8,093 5,017
(6,518) (3,776)
5,039 7,486
(10,149) (2,807)
24 99

3,635 1,191
38,834 36,333
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For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ

(Expressed in Hong Kong dollars) (W&t A& )
14. DIVIDENDS 14. B #H
2005 2004
—FFRF ZETEF
HK$°000 HK$’000
F#ET FET
Ordinary shares: LR
Interim dividend, paid — 2R % 7 Hi R A1) — 5 A% 0.00907% 7T
HK$0.0090 per share —ZETPN4:0.007587T)
(2004: HK$0.0075) 18,000 15,000
Special dividend, paid - R 345 Bl BCR) — 8 1% 0.00407 7T
HK$0.0040 per share —EENFE)
(2004: HKS$NIl) 8,000 -
Final dividend, proposed — R R BB AR ) — § 18 0.020% 7T
HK$0.020 per share —ZETPME:0.017587T)
(2004: HK$0.0175 per share) 40,000 35,000
66,000 50,000
The final dividend of HK$0.020 (2004: HK$0.0175) per EE=EZERNARBARFEIR0.020%E T
share has been proposed by the directors and is subject (ZZEZTWNE:0.0175% ) HAGFRE
to approval by the shareholders in general meeting. L N
15. EARNINGS PER SHARE 15. SBRER

The calculation of the basic earnings per share attributable
to the equity holders of the Company is based on the
profit attributable to the equity holders of the Company of
HK$81,092,000 (2004: HK$63,262,000) and on the number
of 2,000,000,000 (2004: 2,000,000,000) ordinary shares
of the Company in issue during the year.

No diluted earnings per share has been presented as the
Company has no dilutive potential ordinary shares in issue.

RATRREGEGRERBF TIRER
B A% B2 15 % #1181,092,00058 7T (— &
T4 63,262,000 L) R A QG F R
B 517 & 3@ A% 2B 2,000,000,0000% (=
T T P4 : 2,000,000,0000% ) 5t & -

HRARRLEEHTAECEHELE
TAEB RY B2 SRETRN-
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ
(Expressed in Hong Kong dollars) (W&t A& )

INVESTMENT PROPERTIES

FAIR VALUE NFE

At 1 January mn—A—H

Exchange realignment HE 5, 38 2

Net increase in fair value REGFEREERZ X TE
recognised in the revaluation 3 h0F R
reserve

Net increase in fair value R EEERZ A TE
recognised in the income 0¥ RE
statement

At 31 December R+ZA=+—H

The fair values of the Group’s investment properties at 31
December 2005 have been arrived at on the basis of a
valuation carried out on that date by Messrs. Vigers
Landmart Taiwan Limited, independent qualified
professional valuers not connected with the Group. Messrs.
Vigers Landmart Taiwan Limited are members of the
Institute of Valuers, and have appropriate qualifications and
recent experiences in the valuation of similar properties in
the relevant locations. The valuation, which conforms to
International Valuation Standards, was arrived at by
reference to market evidence of transaction prices for
similar properties.

All of the Group’s property interests held under operating
leases to earn rentals or for capital appreciation purposes
are measured using the fair value model and are classified
and accounted for as investment properties.

The carrying value of investment properties shown above
comprises freehold land outside Hong Kong.
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BREWE
2005 2004
—ETRF —ZETNF
HK$°000 HK$°000
F# T FE&ET
160,459 145,673
(5,283) 11,994
= 2,792
4,477 -
159,653 160,459

AEBZEREMER_STTERF+ A
=+ —HBZAFENREAREEYEH
# 2B A B H L (ERD Messrs.
Vigers Landmart Taiwan Limited# 17 2
HE A HE &R H - Messrs. Vigers
Landmart Taiwan Limited & i B AT 2 &
(Institute of Valuers)& & - EE A @B
B MAE AR R B LU E 2 K&
£ B HERE BB A EZER(International
Valuation Standards) * Jh& 2 Z B L
IRBERMBEERS

AEBEAEEHERBRIERRERHK
BATFHEZ WERER AR TEEAG
E UDBERRIMERENX-

NEREMERRERRREERINZ
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For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ
(Expressed in Hong Kong dollars)

17.

PROPERTY, PLANT AND EQUIPMENT

COST

At 1 January 2004,
as originally stated

Effect of changes in
accounting policies
(note 2)

At 1 January 2004,

as restated
Exchange realignment
Additions
Reclassification
Disposals

At 1 January 2005
Exchange realignment
Additions

Disposals

At 31 December 2005

DEPRECIATION AND
AMORTISATION

At 1 January 2004,
as originally stated

Effect of changes in
accounting policies
(note 2)

At 1 January 2004,

as restated
Exchange realignment
Provided for the year
Reclassification
Eliminated on disposals

At 1 January 2005
Exchange realignment
Provided for the year
Eliminated on disposals
At 31 December 2005

CARRYING VALUES
At 31 December 2005

At 31 December 2004

(BT AElr)

H&

R-ZZME-A—-0

BREEZT
SHRREY FE
(Kiz2)

R-ZTMF-A—-B:
7|

ERAE

85

EXipad

&

RIE51%
+-A=+-H

HEREH

R-ZZME-A—-0

BREEZT
SHRREY  FE
(Kizt2)

RZZEME-A-H"

]
B XA
EREE
ENiN R
R B

R-ZZRF-F—H
ERAE

FREfE

T E B 3

RIE51%
+-A=+-H

REf
RZEELE
+ZB=+-H
R-ZEET
—R

=]

- 3
+ +-H

17. TBE-BHER
Furniture,
Freehold Leasehold fixtures and
land improve-  Plant and Motor equipment
KXA%#  Buildings ments machinery  vehicles HE EE Total
i BY HEYR BERES RE Rt @
HK$'000 HK$'000  HK$'000  HK$000 HK$'000  HK$'000  HK$000
T T FEL T T FEL T
23,818 124,411 57,436 15,400 5,317 57,954 284,336
- (10,507) - - - - (10,507)
23,818 113,904 57,436 15,400 5,317 57,954 273,829
- 3,395 1,151 52 72 1,551 6,221
- - 4,912 2,495 954 5,801 14,162
- - 2,355 10,086 - (12,441) -
- (471) (461) (3,068) (1,095) (3,916) (9,011)
23,818 116,828 65,393 24,965 5,248 48,949 285,201
- 883 334 504 61 (204) 1,578
- 12,878 5,259 2,506 959 3,295 24,897
- - (12,360) (1,504) (518) (5,085) (19,467)
23,818 130,589 58,626 26,471 5,750 46,955 292,209
- 15,790 20,562 8,322 2,884 29,924 77,482
- (760) - - - - (760)
- 15,030 20,562 8,322 2,884 29,924 76,722
- 549 549 14 37 845 1,994
- 2,703 15,389 2,732 766 7,329 28,919
- - 1,327 7,576 86 (8,989) -
- (129) (201) (2,656) (859) (2,034) (5,879)
- 18,153 37,626 15,988 2,914 27,075 101,756
- 17 247 384 56 (144) 560
- 3,031 11,025 2,366 786 7,458 24,666
- - (9,498) (657) (345) (2,998) (13,498)
- 21,201 39,400 18,081 3,411 31,391 113,484
23,818 109,388 19,226 8,390 2,339 15,564 178,725
23,818 98,675 21,767 8,977 2,334 21,874 183,445
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ
(Expressed in Hong Kong dollars)

17.

(BT AElr)

PROPERTY, PLANT AND EQUIPMENT
(continued)

The carrying values of buildings are located outside Hong
Kong under medium-term leases.

The above items of property, plant and equipment are
depreciated on a straight-line basis at the following rate

per annum:
Freehold land Nil
Buildings 40 - 55 years

The shorter of the
unexpired period of the lease
and estimated useful life

Leasehold improvements

Plant and machinery 5 - 10 years
Motor vehicles 3 -5 years
Furniture, fixtures and equipment 2 — 15 years

The Group has acquired buildings in the PRC. While the
Group has paid substantially the purchase consideration,
the relevant government authorities have not granted formal
title to certain of the buildings to the Group. As at 31
December 2005, the carrying values of the building for
which the Group had not been granted formal title
amounted to approximately HK$13.0 million (2004:
approximately HK$0.3 million). In the opinion of the
directors, the absence of formal title to these buildings
does not impair its value. The directors also believe that
formal title to these buildings will be granted to the Group
in due course.

Certain property and equipment with a total carrying values
of HK$11,016,000 (2004: HK$19,231,000) were entrusted
to the operators of the Group (note 22).
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17.
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For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ
(Expressed in Hong Kong dollars) (W&t A& )

18. PREPAID LEASE PAYMENTS 18. BHHALHMBAEN
2005 2004
—EFLE —EETNF
HK$’000 HK$’000
FiET FET
The Group’s prepaid lease AEBzERIHWHERBER
payments comprise land use AR AR EANEE 2
rights in the PRC under T b {sh A AE
medium-term lease 9,275 9,511
Analysed for reporting HEBAEITLOT
purposes as:
Non-current asset FERHEE 9,039 9,275
Current asset BB E 236 236
9,275 9,511
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ

(Expressed in Hong Kong dollars) (W&t A& )
19. INTANGIBLE ASSETS 19. EREE
Patents Web site
and development
trademarks costs Software
B Ak e costs Total
BEHE N RERAE Bt
HK$’000 HK$’000 HK$’000 HK$’000
FHE T FET FET FE T
COST N
At 1 January 2004 R-ZZEZEWMF—F—AH 1,635 4,551 677 6,863
Exchange realignment P X 38 & 14 21) 2) 9)
Additions NE - - 21 21
At 1 January 2005 R-_EERF—HA—H 1,649 4,530 696 6,875
Exchange realignment PE X 7 & 63 106 - 169
Written off ! - - (696) (696)
At 31 December 2005 RZZEZEREF
+=—A=+—H” 1,712 4,636 - 6,348
AMORTISATION B 58
At 1 January 2004 R-ZZEZEWMF—F—AH 1,635 1,820 205 3,660
Exchange realignment PE X 7 & 14 9) (1) 4
Charge for the year REEZH - 907 167 1,074
At 1 January 2005 R-_ZEZRA&—F—H 1,649 2,718 371 4,738
Exchange realignment PE X 7 & 63 76 - 139
Charge for the year REEZH - 915 - 915
Written off i - - (371) (371)
At 31 December 2005 R-ZZEZTRF
+=—A=+—H” 1,712 3,709 - 5,421
CARRYING VALUES BREE
At 31 December 2005 RIEFELE
+=-ZH=+—H - 927 - 927
At 31 December 2004 RZZZME
+=—A=+—H” - 1,812 325 2,137

Patents and trademarks are internally generated and the

website was acquired from third parties.
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For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ
(Expressed in Hong Kong dollars) (W&t A& )

19. INTANGIBLE ASSETS (continued) 19. EREE (&)
The above intangible assets have definite useful lives. Such timEEELNBREFEAFH - ZEFE
intangible assets are amortised on a straight-line basis WAERKBERER NI FH#HE:

over the following periods:

Patents and trademarks 5-10 years B R EE 5-104F
Web site development costs 5 years 48 0k A B A A 5%
Software costs 510 years C/ LN 5-10%F
20. GOODWILL 20. ™8
HK$’000
FET
COST B
At 1 January 2004 RZEETWMHFE—-—HF—H 28,228
Exchange realignment HE 3, 58 2 (82)
At 31 December 2004 R-ZZBEEME+_A=+—8H 28,146
Exchange realignment P& 5 58 & 289
Elimination of accumulated amortisation upon & R & B 18 5 2 BI 3B 35R
the application of HKFRS 3 (see note 2) YR EEE (AH2) (11,345)
At 31 December 2005 R-ZZEERE+_A=+—8H 17,090
AMORTISATION 85
At 1 January 2004 RZZEZTWMF—HF—H 4,603
Exchange realignment HE 3, 38 2 (13)
Charge for the year KEERX 6,755
At 31 December 2004 R-ZZBEEME+_A=+—8H 11,345
Elimination of accumulated amortisation upon JE R & B 18 5 2 BI 3B 35R ¥
the application of HKFRS 3 (see note 2) HiH RETEE (AR 2) (11,345)
At 31 December 2005 R-ZZBEERE+_A=+—8H -
IMPAIRMENT 1B
Impairment loss recognised for the year REERRZAEEER
and at 31 December 2005 R-ZZBEEZRE+_A=+—8H 3,192
CARRYING VALUES BRE{E
At 31 December 2005 R-EFERE+-_A=+—H 13,898
At 31 December 2004 R_TEZEMFE+_A=+—H 16,801
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For the year ended 31 December 2005 #EZ=%
(Expressed in Hong Kong dollars)

20.

21.

FAF+A=+—HIEFE
(BT AElr)

GOODWILL (continued)
Prior to 1 January 2005, goodwill had been amortised
over its estimated useful life of 5 years.

For the purposes of impairment testing, goodwill has been
allocated to individual cash generating unit, namely, sale
of cosmetic product (CGU). The carrying amounts of
goodwill as at 31 December 2005 is allocated to this CGU.

The recoverable amount of the CGU has been determined
based on a value in use calculation. That calculation uses
cash flow projections based on financial budgets approved
by management covering a five-year period using a steady
5% growth rate, and discount rate of 5%. This growth rate
is based on the relevant industry growth forecasts and
does not exceed the average long-term growth rate for
the relevant industry. Another key assumption for the value
in use calculations is the budgeted gross margin, which is
determined based on the unit’s past performance and
management’s expectations for the market development.
Management believes that any reasonably possible change
in any of these assumptions would not cause the aggregate
carrying amount of the CGU to exceed the aggregate
recoverable amount of the CGU.

During the year ended 31 December 2005, the Group
recognised an impairment loss of approximately
HK$3,192,000 in relation to the goodwiill.

INTEREST IN AN ASSOCIATE

Cost of unlisted investment in REEE R
associate

Share of post-acquisition profits,
net of dividends received
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20.

21.

B LETIREZKA
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E‘MA E‘J/JEWE’WE*EE” LEERREEL
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RetESEUNAI OB REER
BEFE-FETERREEECZEN
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—HEIZBRRARBEREELSEM 2B
EREMNEEBYMSER ZTAMET
Z%Eﬁ%?ﬁP 0%.5@@*@1*&{75%%1?“
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X

ZRERRE-
R—FREENRZERS
2005 2004
—ETRF —ZETNF
HK$’000 HK$’000
F# T FA&ET
942 942
(397) (837)
545 605




For the year ended 31 December 2005 #EZ=%
(LB RENL)

(Expressed in Hong Kong dollars)

ERFE+=—A=+—HIFE

21. INTEREST IN AN ASSOCIATE (continued)
As at 31 December 2005, the Group had interest in the
following associate, which is an unlisted corporate entity:

21.

TYEIELTREER
T %

Proportion of

nominal value

#—%WM“TZ%E(ﬁ
NS SRR

B AEER
NGRS -]

Place of Issued and fully of registered
Form of registration paid registered capital held
business and operation capital by the Group
Name of entity structure Bk BITRBE AEERBEEM Principal activity
BERAE SHEBRER  EEiE HMER B A {E b ) EX%
Shanghai Rui Registered PRC RMB5,000,000 20% Provision of health
Mei Medical and BER F AR #5,000,0007C care services
Health-care Company RERREERS
Limited
LEREBRRE
ARAR
The summarised financial information in respect of the NREFBRES AT ZHBEERBENT:
Group’ associate is set out below:
2005 2004
—EFREF —ETMEF
HK$’000 HK$’000
FiET FET
Total assets BEBE 3,707 4,154
Total liabilities BERE (982) (1,129)
Net assets BEFE 2,725 3,025
Group’s share of net assets of AEBEEHEAREEFE
associate 545 605
Revenue U & 6,306 5,027
Loss for the year REFEBE (300) (1,685)
Group’s share of loss of AEEREBEGEHEAREIE
associate for the year (60) (337)
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ
(Expressed in Hong Kong dollars) (W&t A& )

22. OTHER LONG-TERM RECEIVABLES 22. HitREAEWER

Since 2002, certain subsidiaries have entered into Assets BT _FR ETHERARIELZRE
Entrustment Agreements with various operators. Pursuant EBEINVEERELEHE - BBZE WD
to these agreements, these subsidiaries appointed an HORENBRARRELEEE B REE
operator to manage and operate its entire business (the He2H B ([XEEEE]) RERMH
“Entrusted Assets”), including the provision of Spa and Spak EARB HEZALEEEM:
beauty services, the sale of beauty and skin care product, REBEZERFINRERBHB AR MNEA
the provision of beauty training courses and the provision KL - REEARARFE GFER
of assistance to the subsidiary in the development of the MEBARSZN—2£2ZHMBRRIN G
franchise network. The appointments are effective for period HEHEEFEEI CEBA - KEEBER
ranging from one to five years and the operators are BERERRK2HFABRAEEERE
required to pay the subsidiaries an annual fee which is EREER WEAEEREREREE
determined with reference to the net asset value of the HRABEXAEEEEENEMEE ET
respective subsidiaries at the date of the agreement. The PRECTEENE-MBARRETEH
operators are entitled to retain any profits and are obligated EWESERRECHBE- REZME
to bear any losses, excluding the depreciation of property, LEEBARMBARBR —ERES N
plant and equipment, arising of the Entrusted Assets under REEBTERHGRB TR T

the operators’” management and operation. The subsidiaries
retain the title to the property, plant and equipment. As
security for the operators’ obligations under the agreement,
the operators are required to place a security with the

subsidiaries.
The impact of the assets entrustment agreements on the ZEEBEZREMBHM B MR 2
financial statements are summarised as follows: ZRMmT:
2005 2004
—_EFAHE —EETNF
HK$’000 HK$’000
Fi# T FET
Net book value of property, plant B &ZFETEE HiH L& E
and equipment entrusted REFE 11,016 19,231
Entrustment fee income FRAEALE R
for the year 5,255 5,074
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For the year ended 31 December 2005 #EZ=%
(Expressed in Hong Kong dollars)

22,

23.

FAF+A=+—HIEFE
(BT AElr)

OTHER LONG-TERM RECEIVABLES (continued)
At the balance sheet date, the following outstanding
balances arising from the assets entrustment agreements
with operators are included as other receivables in the
balance sheet:

Entrustment fees receivable ERETER
Consideration receivable for
use of assets by the operators
— due within one year

R — 4 P ) 84
— — (535

— due after more than one year

The fair value of the Group’s other long-term receivables
as at the balance sheet determined based on the present
value of the estimated future cash flows discounted using
the prevailing market rate at the balance sheet date
approximates to the carrying amount of the receivables.

AVAILABLE-FOR-SALE INVESTMENTS 23.
Available-for-sale investments as at 31 December 2005
comprise:

Unlisted equity securities, at cost I EHIRAE

The above unlisted investments represent investments in
unlisted equity securities issued by private entities
incorporated in Taiwan. They are measured at cost less
impairment at each balance sheet date because the range
of reasonable fair value estimates is so significant that the
directors of the Company are of the opinion that the fair
values cannot be reliably measured.

22.

IWREEEREE 2 BENR(E

R

H fth f= B FE W BR 3 ()
REER BEEEMITVEERTRE

W EETHMREELS FFTABE
BERZHMERER

2005 2004

—_EFRE —EENF

HK$°000 HK$’000

F# T F#ET

9,020 6,500

5,080 5,330

= 5,158

14,100 16,988

REEABRMIZASEEE M REIE
WIRFRH A FEDIRRAZEER 2R
ﬁ‘ﬁiﬂ%ﬂ%ﬁ§1§:21ﬁ+ﬂi?{iﬁéﬁi
REME BRKERZEEERS

AtHERSE
R-ZEZRFE+_A=+—BZa#H
ERERRE:

2005
—_EFERE
HK$°000
Fi& T

6,786

L EMBERRREFMAKL 2
FAEBEITELRABSFNRE A
REZFIFLTMEENGHFEEATEZ
BEAK EERAETERAZEELTF
B R EFLTRENSEE BIRK
AN BEETHE
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ
(Expressed in Hong Kong dollars) (W&t A& )

24. INVESTMENTS IN SECURITIES 24. BRE®/H
Investments in securities as at 31 December 2004 are set RZTZZENFF+—_A=+—HZREH
out below. Upon the application of HKAS 39 on 1 January HFHINM T - RZZEERF—A—HER
2005, investments in securities were reclassified to BRI EAEICRE REFLHFZR
appropriate categories under HKAS 39 (see note 2 for BEAS ERERENSIHEERE
detalls). BRI (B RME2) -
2004
—ZETWNEF
HK$’000
F#ET
Non-current investments EMBIZE
Investment securities "B H
Unlisted equity securities, at cost FEEMRAZFS LK ANE 6,786
Current investments mENRE
Other investments Hiig &
Listed equity securities outside %/%i‘“ﬁ\ﬂ: MRAEZ RME
Hong Kong, at market value 94,378
25. INVENTORIES 25. &
2005 2004
—EFREF —ETMEF
HK$°000 HK$’000
F#ET F#ET
Raw materials R R 24,271 23,014
Work in progress EEM 2,480 2,721
Finished goods =K 29,726 29,991
56,477 55,726
Included in the above amount are inventories of it EeEFELN17,344,0008 T (=
approximately HK$17,344,000 (2004: HK$16,386,000), TR 16,386,000/ 70 ) » IR A 15
which are carried at net realisable value. SEE B o
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For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ
(Expressed in Hong Kong dollars) (W&t A& )

26. TRADE AND OTHER RECEIVABLES 26. HE 5 RHtERER
2005 2004
s —TEmE
HK$’000 HK$°000
FET FET
Trade receivables 5 WX 77,891 59,282
Prepayments and deposits ERNRERARE 14,760 25,178
Financial refunds receivable JE W B 75 3R 3R 19,206 9,962
Other receivables H b JE Y BR X 29,372 30,154
Total trade and other receivables & 5 & H {th & Us BR 5 44 58 141,229 124,576
The Group allows a credit period ranging from one to six AREBRAFEESEE—ZENEAZE
months to its trade customers. The following is an aged B NSl Y E S ENEREERON
analysis of trade receivables at the balance sheet date: (NS

2005 2004
—EFLF —EENF
HK$°000 HK$’000
FET FET
Within 180 days 180H X 71,956 57,971
181 days to 365 days 181H 2365H 5,022 288
1to 2 years 1Z 2% 307 293
Over 2 years 26 A F 606 730
77,891 59,282
The fair value of the Group’s trade and other receivables AEBEZRHEMEWREZNR -_SETH
at 31 December 2005 was approximate to the E4+-A=+—HB2AFEBALAER

corresponding carrying amount. HEMBE-
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For the year ended 31 December 2005 #HZE=ZZTARF+-A=1+—HIFZ

(Expressed in Hong Kong dollars) (W&t A& )
27. HELD FOR TRADING INVESTMENTS 27. BHIEEERE
Held for trading investments as at 31 December 2005 RZZEZRF+_A=+—H0 FEEZE
include: REBE:
2005
—EFREF
HK$°000
FET
Listed equity securities outside Hong Kong BAEUIIN ETIRAES 26,491
The fair values of the above held for trading investments LB EEEIRAEA 2 AT EBEIIZE S
are determined based on the quoted market bid prices TS E B E
available on the relevant exchange.
28. TRADE AND OTHER PAYABLES 28. B S R HMEEKS
2005 2004
—FFRF —EETMEF
HK$’000 HK$'000
FiET FET
Trade payables B 5 M ER®R 16,593 10,118
Deposits from customers XEREE 16,088 6,499
Other tax payables H A ERT IR 15,785 7,296
Other payables H b JE TR X 33,575 36,247
Total trade and other payables B 5 & E A E AR B R 82,041 60,160
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For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ
(Expressed in Hong Kong dollars) (W&t A& )

28. TRADE AND OTHER PAYABLES (continued) 28. BSREMEMERR(&H
The following is an aged analysis of trade payables at the REEA 2B SRNERER> T T:

balance sheet date:

2005 2004

—EFLF —ETMmE

HK$°000 HK$000

FET THET

Within 180 days 180H A 15,949 9,971

181 days to 365 days 181H £365H 500 -

1 to 2 years 1E24F - 147

Over 2 years 26 A F 144 -

16,593 10,118

The fair value of the Group’s trade and other payables at NREEESREMENERR _-_ZEZTRH

31 December 2005 was approximate to the corresponding F+-_A=+—HZ AV HEEEMEERE

amount. EEMEE-
29. DEFERRED INCOME 29. IEIEUAN

2005 2004

S —ETFE

HK$°000 HK$000

FET THET

Prepaid treatment fees EREIEE 8,489 9,172

Deferred income represents the receipts via credit cards, EIEW AR EERREM S B

cheques and cash from sales of beauty services to ERE XERBESWE Y ZHE FRME
customers and recognised in the consolidated income EERUEBREERGEASNE R

statement upon provision of the services to the customers.
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For the year ended 31 December 2005 #EZ=%
(Expressed in Hong Kong dollars)

(BT AElr)

30. RETIREMENT BENEFITS PLANS

(a)

Defined benefit plan

The Group’s Taiwan subsidiaries participate in a
central pension scheme providing benefits to all
employees in accordance with the Labour Standards
Law (as amended) in Taiwan. The Group has an
obligation to ensure that there are sufficient funds
in the scheme to pay the benefits earned. The
Group currently contributes at 2% of the total
salaries as determined and approved by the relevant
government authorities.

The Group’s net obligation in respect of the pension
scheme is calculated by estimating the amount of
future benefit that employees have earned in return
for their service in the current and prior periods;
that benefit is discounted to determine the present
value, and the fair value of any plan assets is
deducted. The calculation is performed by a
qualified actuary using the projected unit credit
method. An actuarial valuation as at 31 December
2005 was carried out by a qualified staff member
of PricewaterhouseCoopers Taiwan, who is a
member of the Taiwan Enrolled Pension Actuary.
The actuarial valuation indicates that the Group’s
obligations under this defined benefit retirement
scheme are 18% (2004: 16%) covered by the
deposits paid with the Central Trust of China, a
government institution.

(i) The main actuarial assumptions used were
as follows:

Discount rate =
Expected return on plan assets

Expected rate of salary increases
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FAF+A=+—HIEFE

30. BIKEFIFE

(a)

HBIAEFE O R E
8 58 55 5 10 2

EREF G E
AEBEGENBARRESES
BRI (RIER]) 200 RIBIK

TAE MEREBREREM-K
SEFEEREFEERTHER
XNEERERZEN -AEHE
iﬁﬁz*ﬁf%ﬂzﬁaﬁﬁiﬁﬁt}ﬁz

DR FEEBRIEL 2% MR-

REBBRARSEHEFIEZEB
FRE DR EERK KRBT HM
PIRERGERES Z ARETE
FreRrE - EEEAenE N
B RE MAERNGEEEZA
FHAGHMNE - E@TERE
B EE MR AR B AR
KEFE- R -_TTRFE+_A
=+ —HIZBEHEREHEET
MEBMsAERBET#IT #
& Taiwan Enrolled Pension
Actuaryz € B BB HERAR KN
SEREEBARAKGTEIBETE
B E18% (ZZTZMMF 1 16%) ' A
ENBF#ERRETER2HE
Hige

0] KAZTERERSZW

T~
2005 2004
—EFRF ZETEF
3.75% 3.75%
2.75% 2.75%
2.50% 2.50%




For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ

(Expressed in Hong Kong dollars) (W&t A& )
30. RETIREMENT BENEFITS PLANS (continued) 30. BIKREBEHMESE (&
(a) Defined benefit plan (continued) (a) TEHEBHE(E)
(ii) Amounts recognised in income in respect (i) UL 2R B E BB RET B
of the defined benefit plans are as follows: WRZSENT:
2005 2004
—EFREF —ETMEF
HK$’000 HK$’000
F#Ex FET
Current service cost IR B AR 7 K AN 523 1,147
Interest cost FLE R AR 488 353
Actuarial expected return on A8 & E 2 A
plan assets R Ak (67) (57)
944 1,443
The charge for the year has been included FHRRXEAEERT
in employee benefits costs as follows: RN WEH T :
2005 2004
—EFREF —ETMEF
HK$°000 HK$’000
F#ET FEL
Cost of sales 58 AR 426 749
Distribution costs DR AR 277 323
Administrative expenses THHAX 241 371
944 1,443

The actual return on plan assets (taking into
account all changes in the fair value of the
plan assets excluding contributions paid and
received) was HK$24,000 (2004:
HK$30,000).
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ

(Expressed in Hong Kong dollars) (W&t A& )
30. RETIREMENT BENEFITS PLANS (continued) 30.
(a) Defined benefit plan (continued) (a)

(il

(iv)

The amounts included in the balance sheet
arising from the Group’s obligation in respect
of its defined benefit plans are as follows:

Present value of funded
obligations

Fair value of plan assets

Net unrecognised actuarial

BEeEBRE

HBEEATER
R RN B
(B#R)FH

gains (losses)

Movements in the net liability recognised in
the current year were as follows:

At 1 January ®n—HA—H

Contributions K

Amount charged to income R A R 2 F 8
(note 10) (Hf&E10)

Exchange differences X Z5

At 31 December R+Z—A=+—H
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BAERGE (&)
EEEAE (5)

(i)  ANEELTE RN EFT
ELrEHEBECTARE
BER WHINWET:

2005 2004
—_EFRE —EENF
HK$°000 HK$’000
F# T F#ET
12,686 12,363

(2,366) (1,987)

570 211)
10,890 10,165

(iv) MAFEEIZABEFHE

ZamT:
2005 2004
ZETAF g3 JUES
HK$°000 HK$000
FET THET
10,165 8,376
(671) (384)
944 1,443
452 730
10,890 10,165
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30.

(BT AElr)

RETIREMENT BENEFITS PLANS (continued)
Defined contribution plans

(b)

(i)

The Group operates a Mandatory Provident
Fund Scheme (“the HK MPF scheme”) under
the Hong Kong Mandatory Provident Fund
Schemes Ordinance for employees
employed under the jurisdiction of the Hong
Kong Employment Ordinance and Mandatory
Provident Fund Scheme under the Labour
Standards Law (as amended) in Taiwan (the
“TW MPF Scheme”). The HK MPF scheme
and TW MPF Scheme are defined
contribution retirement scheme administered
by independent trustees. Under the HK MPF
scheme and TW MPF Scheme, the employer
and its employees are each required to make
contributions to the scheme at 5% and 6%,
respectively, of the employees’ relevant
income, subject to a cap of monthly relevant
income of HK$20,000 for HK MPF Scheme
while there is no cap to monthly income
under TW MPF Scheme. Contributions to
the scheme vest immediately.

The employees of the Group’s subsidiaries
in the PRC are members of the state-
managed retirement benefit plan operated
by the PRC government. As stipulated by
the regulations of the PRC, these relevant
subsidiaries participate in various defined
contribution retirement plans organised by
the relevant authorities for its PRC
employees. The employees are entitled to
retirement pension calculated with reference
to their basic salaries on retirement and their
length of service in accordance with the
relevant government regulations. The PRC
government is responsible for the pension
liabilities to these retired staff. The Group is
required to make contributions to the
retirement plans which are calculated based
on certain prescribed rates and the salaries,
bonuses and certain allowances of its PRC
employees. The Group has no other material
obligation for the payment of pension
benefits associated with these plans beyond
the annual contributions described above.

30.

BABFEE ()
EBERKBRE

(b)

(i)

(i
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For the year ended 31 December 2005 #EZ=%
(Expressed in Hong Kong dollars)

31.

32.

FAF+A=+—HIEFE
(BT AElr)

SHARE CAPITAL

Ordinary shares of HK$0.1 each

Authorised: JETE R
At 1 January 2004, RZZETWMFE—F—
31 December 2004 —EENF+-R=
and 31 December 2005 —ETRF+=A

Issued and fully paid: EEITRER:
At 1 January 2004,
31 December 2004

and 31 December 2005

SHARE OPTION SCHEME

Pursuant to the written resolution passed by the
shareholders on 11 March 2002. The Company has
adopted a share option scheme (The “Scheme”) for the
primary purpose of providing incentives to directors and
eligible employees. Under the Scheme, the Company may
grant options to full-time employees (including executive
or non-executive Directors) of the Company or its
subsidiaries to subscribe for the shares at a consideration
of HK$1 for each lot of share options granted. Options
granted must be taken up within 28 days of the date of
grant. The Scheme with remain valid for a period of 10
years commencing on 11 March 2002. Options granted
may be exercised during such period as would be
determined by the board of directors of the Company (the
“Board”) and notified to each grantee upon grant of the
option, but in any event not later than 10 years from the
date of grant of the option. The subscription price for
shares under the Scheme may be determined by the Board
at its absolute discretion but in any event will not be less
than the higher of: (a) the closing price of the shares as
stated in the Stock Exchange’s daily quotations sheet on
the date of grant of the option, which must be a business
day; and (b) the average of the closing price of the shares
as stated in the Stock Exchange’s daily quotations sheets
for the five business days immediately preceding the date
of grant of the relevant option.
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31.

BREECAIE T TAK

R_BZENF-A—B-
“EENFEF_A=+—HR
—EERFEFT-_HA=+—H

32.

i N
Number of
shares Amount
BEHEE &8
HK$’000
FE&ET
54
4,000,000,000 400,000
2,000,000,000 200,000
AR E
BREBRER_ZTZT_F=ZA+—HBES
ZEMRER AATIERMN—IBRRE

A8 ([RAERT 8l ) - IRBB BT &
ARRARAARBHENB AR 2 2B
BE (BRHATEFIFATES) K
BRI A EBHE LR REAREVET
BB PR SR AR R A
HE28ANEMR - BB R -F
ZF=-At—HETFHEHEER
REEARAATRARAELEE ([EF
) BREBBEFREL MG ARADN
HIRTT 6 R R EAIER T BA
J‘J’Aﬁﬂju«uﬁx%Elﬁﬂt”r-i—iﬁwﬂi R
REERE B HNER RO RBEE
ﬁi@ﬁﬁ’]\ B HEEEMBERT REBE
SORUATERZESE (@RERK
FEEIEQ(Z\/EJ%*%EI) B 7 FE Bt X P
BRMEEMTUTE: ROREEEH
B BRI HE B BT {2 2 B Bty pO B
RS RREEMRFHRMHE-



For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ
(Expressed in Hong Kong dollars)

32.

(BT AElr)

SHARE OPTION SCHEME (continued)

The Company may grant share options to specified
participants over and above the scheme mandate limit or
the refreshed scheme mandate limit referred to above
subject to shareholders’ approval in general meetings and
the issue of a circular.

The total number of shares which may be issued upon
exercise of all outstanding options granted and yet to be
exercised under the Scheme and any other schemes of
the Company (or the subsidiary) must not exceed 30% of
the relevant class of securities of the Company (or the
subsidiary) in issue from time to time. No options may be
granted under any schemes of the Company (or the
subsidiary) if this will result in the limit being exceeded.

No option had been granted by the Company under the
Scheme since its adoption.

32.

BRERE ()
AAFAIAEE2EER BBBN K
RSN E X EE T B X EREN
B HEADRSRRERR RS HER
TR LK

AR BERBEAEFT S R ARR (HMER
a)) E E b E 8 MR T EIME
RITEHNRBAEETEMA FETHK
NHEE TRBEBAAR (KMBRF])
TEEETHBREREFHB0% ° Wi
BRE NTEREAQR (HMER
Al) By ) 5t 819 R B o

AR B B R R B A R B DA R I A R
ERCEGYE:
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ
(Expressed in Hong Kong dollars) (W&t A& )

33. DEFERRED TAXATION 33.
The following are the major deferred tax assets and liabilities

recognised in the balance sheet and movements thereon

JIE 3T ®i I8
NTRAFERBEFENEEBER
BRZIBELEHEEE BBERED:
during the current or prior years are as follows:

Allowance Other
for bad and Revaluation Defined Unrealised short-term
doubtful of Tax benefit  profits on temporary
debts properties losses liability inventories differences Total
TREHN 85 HtpEE
REREE EfNE  HEFR BEff HEEN  GHER h)
HK$'000  HK$'000  HK$000  HK$'000 HK$'000  HK$'000  HK$'000
Tt Tt Tt Tt T Tt T
At 1 January 2004 RZZEME-A-A (746) 1,847 (126) (2,094) (7,402) (1,304) (9,825)
Charge (credit) to A RERNG (GrA)
consolidated income
statement - 106 126 (256) 3,522 1,312 4,809
Charged to reserves iNAEEIE - 287 - - - - 287
At 31 December 2004 RZZEMFE+=—A=+—H (746) 2,239 - (2,350) (3,880) 8 (4,729)
Exchange realignment BHAZ 182 49 - (102) (223) 171 77
Charge (credit) to REERaERMR (GEA)
consolidated income
statement 34 569 - (274) (575) 182 (64)
At 31 December 2005 RZFFLE
+ZA=+-H (530) 2,857 - (2,726) (4,678) 361 (4,716)

REER AEEBFRBAREEBLY
71,880,000 ;xt (Z T T W &
60,382,0007% 7T ) FA 1E ¥ 88 R 2K % %1l - £
RARBERETE BRREFIR Bt EE
B BEEERRECHEEE - RIERS
WRITHBI - BB IE 830,797,000 7T
(ZZZTPI4F:16,575,000/% 7T) T & &
B mAEEMEEER ST AFES
SENFEIH-

At the balance sheet date, the Group has unutilised tax
losses of approximately HK$71,880,000 (2004:
HK$60,382,000) available for offset against future profits.
No deferred tax asset has been recognised of such tax
losses due to the unpredictability of future profit streams.
The Hong Kong tax losses of HK$30,797,000 (2004:
HK$16,575,000) do not expire under the current tax
legislation in Hong Kong and all other tax losses will expire
in 2005 to 2009.
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For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ
(Expressed in Hong Kong dollars) (W&t A& )

34.

OPERATING LEASES

The Group as lessee

During the year, the Group made rental payments for office
premises under operating leases as follows:

Minimum lease payments ®EME MK
Contingent rental payments FAREE R

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

Within one year —&FR

In the second to fifth years inclusive FEFERZERF
(BIEEEEWE)

Over five years iy oAk

Operating lease payments represent rentals payable by
the Group for certain of its leased properties. Leases are
negotiated and rentals are fixed for an average term of five
years. In addition, the Group’s PRC subsidiaries have
commitments to make rental payments at a percentage of
turnover for certain leased properties.

REEL

AEBERKBEA
FRAAEBEREKEHORERRLE
MEMFATHS:

2005 2004
—_EFERE —EENF
HK$’000 HK$’000
F# T F#ET
13,815 9,851
4,175 3,793
17,990 13,644

REER AEBRBETAIHEEEEDN
AR T A BN 2 KK AN

T
2005 2004
—_EFERE —EETNF
HK$’000 HK$’000
F# T F#ET
9,489 9,285
16,235 17,679
561 1,966
26,285 28,930

REMNARNAEERE THEME
Sz FOE-HARERmMAEASRFER
FRTE o AN B BB B A Bl AR
ETHEMELERETANHLXMNAE
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ
(Expressed in Hong Kong dollars)

34.

(BT AElr)

OPERATING LEASES (continued)

The Group as lessee (continued)

Furthermore, there are commitments of HK$5,705,000
(2004: HK$8,860,000) in respect of future minimum lease
payments, which fall due within one to over five years,
under non-cancellable operating leases entered into by
the Group. The business operations at these premises have
been entrusted to operators as described in note 22 who
are responsible for the payment of the rentals to the
respective landlords. New lease agreements will be entered
into between the landlords and operators on expiry of the
current lease agreements.

The Group as lessor

Property rental income earned during the year was
HK$5,826,000 (2004: HK$5,568,000). The properties are
expected to generate rental yields of 4% (2004: 3%) on an
ongoing basis. All of the properties held have committed
tenants for the next one to five years.

At the balance sheet date, the Group had contracted with
tenants for the following future minimum lease payments:

—FR
F_FEFRLF

Within one year
In the second to fifth years inclusive

34.

(BREREMF)
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REFHL (&)

AEBEAERBAA (B)

PN RIBEAREEFRINR —FANERF
BEH AR R CETRY B RIER
& A& 5,705,000 T (Z T Z WM F .
8,860,000/ 7T ) * 3 40 B sE 22T it - 5% &
MERNZ EHEFODIALEE ZEL
EEABENBBEXIHNES HEEHE
LEEBRANAEREE RS
HEH=-

AEBEKEAEBAA
RERBIZ MER S WS 55,826,000
BT (Z T T P4 : 5,568,000/ 7T) ° ¥
EIEE S E R A% (TP 1 3%)
HEeEEm-MERBZMECHEHES
HNF—FZ2RHF-

REER AEBEBPAFIAKZARK
REEEMFOAT:

2005 2004
—_EFERE —EENF
HK$’000 HK$’000
F# T F#ET
5,647 6,065
6,346 7,813
11,993 13,878




For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ
(Expressed in Hong Kong dollars) (W&t A& )

35. CAPITAL COMMITMENTS 35. BAERKIE
2005 2004
—_EFREF —ZETF
HK$’000 HK$’000
F#ET FHET
Capital expenditure in respect of R ETBE -
acquisition of property, plant and 5 Rz
equipment contracted for BEIHERR
but not provided in the financial WBHREBREZ
statements BEARRAY 2,972 7,315
36. CONTINGENT LIABILITIES 36. HAE
On 10 September 2002, 8 October 2002 and 29 October RZZE 2 FNATH ZEZT=F+A
2002, Shanghai Natural Beauty Sanlian Cosmetics NBRZZZE-F+A=-+NB LEB
Company Limited (“NB Sanlian”) and Chong Ming Sanlian REZBEHERERAFT ([BRE=
Investment Development Company (“Chong Ming Sanlian”), Bt ) RBYE= HEPAHB BN EER
an independent third party, entered into 25 Sales and Al ([RAZH]) MRS BT A B
Purchase Agreements (“S&P Agreements”) with the BRal ([FRMEAR]) &8 28K
respective minority shareholders (“Vendors”) of the Group’s R(([BEAFIu2cEEERE ([EE
subsidiaries in the PRC (the “PRC subsidiaries”) to acquire W) AREBE AR 2B KR Vfﬁ
the equity interests of the PRC subsidiaries owned by the BAr AR WAERBEWNEB AR
Vendors and to assume all management and operation HEE RS Hﬁlﬁ%ﬂb’/‘@i_ggf
rights of the PRC subsidiaries. The acquisitions were FH+ZA=1T—HBLEFERNTK-
completed during the year ended 31 December 2003.
Under the terms of the S&P Agreements, in the event that RIR B B 1 R0 208 =B R aE st i
Chong Ming Sanlian fails to settle the amounts owed to BHEMBARTRAERANERENE
the Vendors for the acquisition of the equity interests in BRI BARE-HEAR REREP =
the PRC subsidiaries, NB Sanlian has undertaken to settle BNREERIB-R_ZZRAF+_A=
the outstanding amounts on behalf of Chong Ming Sanlian. T—H EHRZEREERELERDER
At 31 December 2005, in respect of the purchase ReEHANTHET (ZZETZTMEF: 843,000
consideration, Chong Ming Sanlian owes to the minority I o
shareholders a total amount of approximately HK$Nil (2004:
HK$843,000).
37. PLEDGE OF ASSETS 37. EEHRME
Certain freehold investment properties of the Group with a AEBEM—RBITEFETEERSH
carrying amount of HK$155,290,000 (2004: 7% 155,290,000/ 7L (Z T Z W & !
HK$156,083,000) are pledged to a bank. The banking 156,083,000/ 7T ) 2 K A EHEIRE Y
facilities granted by the bank were terminated in 2002 but X ZBIIRECRTMEER TS =
the charge has not been released to facilitate application FRIE-ERARBRREEEMAERER
of banking facilities in the future. FIRTTRLE ©
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ

(Expressed in Hong Kong dollars) (W&t A& )

38.
DISCLOSURES

CONNECTED AND RELATED PARTY 38.

During the year, the Group had significant transactions

with related parties, some of which are also deemed to be
connected parties pursuant to the Rules Governing the
Listing of Securities on the Stock Exchange. The significant
transactions with these parties during the year are as

follows:

(A) TRANSACTIONS
() CONNECTED PARTIES

Name of company

NAER

Companies controlled by

the substantial shareholders:
FTERRATAEH A

BAEM ST
TEEARETERENHEERES S
PERBESEHSE

B A3 H AR At
FREZEBRRNHERRA
BAEXETRMEIN
BITERRRIMGE
LTEERXEMBREER AR (Mita)

LBERZHRERAT (Hib)

Director of the Company:

ARFEE:

Su Chien Cheng
AR B
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HERAHEALRS

FRAAEERBEREEALTETEAR
5 B B0 R IR B A2 P RE 55 £ T AR RIAR

ARSGHBHOT:
(A) x5
0 BEAT
Nature of transactions 2005
XHEHE g g
HK$°000
FET
Rental income 17
Helas
Rental income 3
e e
Rental income 3
Helas
Rental income 14
e e
Rental income 14
Helas
Rental income 55
e e
Rental income 3
Helas
Purchase of natural 2,166
health food
RKEXAREER
Purchase of lingerie 198
REAK
Balance due to at
31 December
- trade payables
R+=ZRA=+—H
Ealll 2 3
- EIRNER 714
Rental expenses 203
HeXH

BEEEAL BZFEATFRETZE

2004
—ZEWEF
HK$'000
FET

17

14

14

585

408

28

98




For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ
(Expressed in Hong Kong dollars)

38.

(BT AElr)

CONNECTED AND RELATED PARTY
DISCLOSURES (continued)
(A) TRANSACTIONS (continued)

()  CONNECTED PARTIES (continued)

Notes:

(a)

On 28 July 2005, a natural health food
purchase agreement (“Natural Health Food
Purchase Agreement”) was entered into
between Shanghai Natural Beauty Sanlian
Cosmetics Company Limited (“NB
Sanlian”), a 90% owned subsidiary, and
EEEAREZEMEZEGR A Shanghai
Natural Beauty Bio-Med Company Limited
(“Bio-Med”), a company wholly owned by
Dr. Tsai Yen Yu (“Dr. Tsai”), for the period
from 28 July 2005 to 31 December 2007,
with an annual cap amount of HK$3.0
million, HK$4.0 million and HK$5.0 million
for the financial year ended/ending 31
December 2005, 2006 and 2007
respectively.

In addition, on 28 July 2005, NB Sanlian
entered into a lingerie purchase agreement
(“Lingerie Purchase Agreement”) with
B BARERK AR AT Shanghai Natural
Beauty Apparel-Manufacture Company
Limited (“Apparel-Manufacture”), a
company owned as to 51.72% by Dr. Tsai,
for the period from 28 July 2005 to 31
December 2007, with an annual cap
amount of HK$1.0 million, HK$1.8 million
and HK$3.0 million for the financial year
ended/ending 31 December 2005, 2006
and 2007 respectively.

38.

HMERAHEALRS (8)

A 5 (H)

() FEAL ()

(a)

(b)

R-EZERFLAZ
RAN= R N/NLE? ¥ =)
0% 25 2 M 1~ A
EEBEAE=m b
mARAR([BR
EZH]) EERE
B ([&gEL]) 2
BBz EBERE
EMESER AT
(TERAEEYE
BN RARE
EmEEHZE ([X
REREREMERW
#|) FHA-ZET
AFEAZ+NAZE
—ZTTEF+ A=
+—HIL-mEE=
EERF ZFTEX
FRZFETLF+=
A=+—BLEHKF
BEZFELRDAA
3,000,000/%& 7T *
4,000,000/ Tt &
5,000,000 JT °

N RZZTTRF
tAZ+NH BA
EoBERETHE
51.72% 1 55 2 A A
FEEAZERER
ARAE([BARAERE
K1) AT AKEKE
& ([RXREEH
#]) FHAZ-TT
AFttA-+N\HE
—ETt+F+ZA=
+—HIL-mEE=
TERF - ZTERN
FR-ZZFZLF+Z
A=+—BLEHKF
EZ2HFEER
% Bl &1,000,0007
7T+ 1,800,000 8 7T
% 3,000,0005 7T °

“ETAEFR ARZEYRRERAT
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ
(Expressed in Hong Kong dollars) (W&t A& )

38. CONNECTED AND RELATED PARTY 38. BEREHREATXZS (&)

DISCLOSURES (continued)
(A) TRANSACTIONS (continued)

(A)

x5 (&)

1) RELATED PARTIES, OTHER THAN (1 BEA LN E A+
CONNECTED PARTIES
Name of company Nature of transactions 2005 2004
NAEE XHHE g g —ETMEF
HK$°000 HK$'000
Fi# T FET
Associate:
HEAL:
EBmEBERBEBRAA Rental income 853 846
Helam

(1)

COMPENSATION OF KEY MANAGEMENT
PERSONNEL

am  EBEEABZEE

The remuneration of directors and other EERTESEBHMAK

members of key management during the BERERZMEST:
year was as follows:

2005 2004

—ERREE | —FTETNF

HK$’000 HK$’000

FiET F#ET

Short-term benefits 52 Hi 48 F| 3,898 3,120

Post-employment benefits EIREF 102 66

4,000 3,186

The remuneration of directors and key EERTFETHRABEZH

executives is determined by the
remuneration committee having regard to the
performance of individuals and market

trends.
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For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ
(Expressed in Hong Kong dollars)

(BT AElr)

38. CONNECTED AND RELATED PARTY
DISCLOSURES (continued)
(B) OTHER ARRANGEMENTS

(i)

The Group has entered into agreements with
the minority shareholders of NB Sanlian,
Shanghai Natural Beauty Qingbo Cosmetics
Company Limited (“NB Qingbo”), Shanghai
Natural Beauty Fansi Jewellery Company
Limited (“NB Fansi”) and F8 B A E= &
{E¥E @B PR A A to the effect that each of
these minority shareholders receive a fixed
amount per annum and the Group is entitled
to or responsible for the entire profits/losses
of the relevant subsidiaries for the whole
duration of the operating periods of the
subsidiaries. The fixed amounts paid/payable
to these minority shareholders of the
subsidiaries as set out below are recognised
as minority interests in the consolidated

38. BAERFM]

b=
>.
H_

!
il

(B) H fth & HE

AEEEARE=ZM 8
REFBRIHEREBRRE
(re#AxEK]) L&A
AERHAKEBRA A
(TBAXRH]) kLB
BAXERICERERA
B2 DB RAT S WA
REBEZEW#H ZFELH
BREFWMEERER
A B E A R R EE
XU AEEBRLA
EEBMEB QA2
wHEE THENT
SN TZERNBRE D
BUECR EEFIERNERA I
BREA/DBBRE

income statements. m °©

Name of company Nature of transactions 2005 2004

NEAE X5EHE —_ETARE —EEFNEF

HK$°000 HK$’000

FiET FET

NB Sanlian B % % = B Annual fixed payment 189 189
EEFE

NB Qingbo B A X EH Annual fixed payment 118 118
ERFE

NB Fansi B A £ 8 Annual fixed payment 5 -
KEBERAF EEFE

EBEAEERIER Annual fixed payment 5 -
BRAF EEFE
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ
(Expressed in Hong Kong dollars)

38.

(BT AElr)

CONNECTED AND RELATED PARTY
DISCLOSURES (continued)
OTHER ARRANGEMENTS (continued)

(B)

(i)

(ii)

Under a licensing agreement, a director of
the Company granted to Natural Beauty
Cosmetics Company Limited (“NB Taiwan”),
a subsidiary incorporated and operated in
Taiwan, a license to use a skin test software
from 1 January 1997 to 31 December 2011
for a nominal consideration of NT$1.

On 5 October 2001, NB Taiwan entered into
two separate licensing agreements with two
directors of the Company. Under the
agreements, the directors agreed to license
a number of trademarks to NB Taiwan, on
an exclusive basis, for a nominal
consideration of NT$1. The licensing
agreements will be effective till the expiry of
the registration of the respective trademarks.
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38.

HMERAHEALRS (8)

(B)

Hir =8 (&)

i)

—_

(il

BRI A ®E AA R
EEZURBARET AL
170 MR 8 M S &
Kz BREMRRG
ERAR([BEAZEZA
Bl)EETBE— ANt
F—HF—HE®E-_Z——F
T A=+ —HHMER
B2 B RIS B 2 SR AT A o

R-_FZT—F+AREA"
BAXEEBHEARARMA
E =AM
FeREWSE EERBIMN
KEAREHFEE 1T R
BREEMAAXBER
HETERZFFAI /T
AERER S AR M
& m AT A B R



For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ

(Expressed in Hong Kong dollars) (W&t A& )
39. BALANCE SHEET OF THE COMPANY 39. KRRIZEEERER
The balance sheet of the Company, as at 31 December R-ZERF+_A=+—H ARQFZ
2005, is as follows: AEABERET:
2005 2004
—_ETARE —EETNEF
HK$’000 HK$’000
FiET FET
Non-current assets FEMBEE
Interests in subsidiaries REBRAR = 551,748 554,352
Available-for-sale investments AHEERE 6,786 -
Investments in securities BHEE - 6,786
558,534 561,138
Current assets MBEE
Other receivables H fth FE U FRIR 5,534 299
Bank balances and cash RITHEBRERE 30,737 20,248
36,271 20,547
Current liabilities mEN B E
Other payables H th JE < 5RIE 2,972 2,876
Net current assets REEEFE 33,299 17,671
Total assets less current liabilities EEBRBERRBBE 591,833 578,809
Capital and reserves AR FEE
Share capital & A 200,000 200,000
Reserves (note) & (Hat) 391,833 378,809
591,833 578,809
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ
(Expressed in Hong Kong dollars) (W&t A& )

39. BALANCE SHEET OF THE COMPANY (continued) 39. ZARXRZEE&BE R (&)

Note: Bt it -
Share = Accumulated
premium profits Total
B tp i 18 REtiE st
HK$'000 HK$’000 HK$’000
FET FET FET
At 1 January 2004 RZZTETNF—A—H 336,758 24,153 360,911
Dividend paid IR E - (45,000) (45,000)
Profit for the year F N - 62,898 62,898
At 31 December 2004 RZZEEZWF+_A=+—H 336,758 42,051 378,809
Dividend paid 2IRR 2 - (61,000) (61,000)
Profit for the year F N s F - 74,024 74,024
At 31 December 2005 R-_ZETR&E+-A=+—8H 336,758 55,075 391,833
40. PARTICULARS OF SUBSIDIARIES 40. MBLRIFE
Details of the Company’s subsidiaries at 31 December 2005 RZZEZERAF+_A=+—8 &AQAMH
are as follows: BAGFBENT:
Proportion of
nominal value
of issued capital
Registered capital/ held by the
issued and fully Company and
Place of paid ordinary  its subsidiaries
incorporation share capital KRAR
and operations  Kind of 2MEX/ EWBAT  Attributable
Name of company FREILE legal status BETRER B %T  tothe Group Principal activity
AGES B2 EEER LERE  RAEEWH  AEEEE ITEH
Shanghai Natural Beauty PRC Foreign investment 1S$29,980,000 100% 100%  Production and sale of
Cosmetics Company R KR enterprise with %429,980,0007 skin care and beauty
Limited limited liability products
rEERELER EREANELE EERBEEER
ARAH XPEm
Shanghai Natural Beauty PRC Limited liability RMBS8,000,000 90% 90% Wholesale and retail of
Sanlian Cosmetics PEAE joint venture AR %8,000,0007 skin care and beauty
Company Limited enterprise products; provision
LREAZ=BILER ERRFRELR of beauty treatments
BRAT BERTEEER
REEm A
EREERY
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For the year ended 31 December 2005 #EZ=%
(Expressed in Hong Kong dollars)

(BT AElr)

FAF+A=+—HIEFE

40. PARTICULARS OF SUBSIDIARIES (continued) 40.

Name of company

AR

Shanghai Natural Beauty
Qingbo Cosmetics
Company Limited

FEERZERIER
ARAH

Shanghai Natural Beauty
Fansi Jewellery
Company Limited

LEERENERE
ARAH

Xi An Natural Beauty
Mingyu Cosmetics
Company Limited

AZERZATER
ARAT

Qingdao Natural Beauty
Ornaments Company
Limited

BRAAXHRERAA

Place of
incorporation
and operations
ERBLE
B2

PRC
FEAR

PRC
PEAR

PRC
REAE

PRC
REAE

Kind of
legal status

EE8s

Limited liability
joint venture

enterprise
AREERERR

Limited liability
joint venture
enterprise

BRETAELR

Limited liability
joint venture
enterprise

EREfAELR

Limited liability
joint venture
enterprise

EREfAELR

Registered capital/
issued and fully
paid ordinary
share capital
Hhas/
BETRHE
LERE

RMBS5,000,000
AR #5,000,0007T

RMB500,000
AE#500,0007C

RMB3,000,000
AE#3,000,0007T

RMB4,000,000
AE#4,000,0007T

Mt B8 2 Rl RE1E ()

Proportion of

nominal value
of issued capital
held by the
Company and
its subsidiaries
FRAR
EWBAT  Attributable
B %T  tothe Group Principal activity
BrmEus AEEEE ITEH
90% 90% Wholesale and retail of
skin care and beauty
products
HERTEEER
XPEm
90% 90% Sale of jewellery,
craftwork,
adornment, leather
and horologe
BEXE T20
Efm RER
B
90% 81% Sale of skin care and
beauty products and
related instruments;
provision of skin
care and beauty
consulting
BEEERZDERD
REBENE:
REREE
BRERHN
90% 81% Sale of skin care and

beauty products and

adornment
HEEERER

EmREtm
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For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ

(Expressed in Hong Kong dollars)

(BT AElr)

40. PARTICULARS OF SUBSIDIARIES (continued) 40.

Name of company
AGES

Nanjing Natural Beauty
Cosmetics Company
Limited

AREAZIERER
EfEATH

Chengdu Natural Beauty
Cosmetics Company
Limited

RBEREIER
BRAT

Hainan Natural Beauty
Cosmetics Company
Limited

EHERELER
ERAA

Place of
incorporation
and operations
ERBLE
B2

PRC
FEAR

PRC
PEAR

PRC
TEAR

Kind of
legal status

EE8s

Limited liability
joint venture

enterprise
EREEARERR

Limited liability
joint venture

enterprise
EREEARERR

Limited liability
joint venture

enterprise
EREEAERR
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Registered capital/
issued and fully
paid ordinary
share capital
Hhas/
BETRHE
LERE

RMB2,000,000
AE#2,000,0007

RMB2,500,000
AE#2,500,0007T

RMB2,500,000
AE#2,500,0007T

M B B REAE ()

Proportion of

nominal value
of issued capital
held by the
Company and
its subsidiaries
AR
EMBAR  Attributable
FFE&R
BAEELG  AEEERS
90% 81%
90% 81%
90% 81%

to the Group Principal activity

IEEH

Sale of cosmetic
products and provision
of beauty treatments

HEVHREDR
REERER

Sale of skin care and
beauty products;
provision of beauty
treatments and skin
care and beauty
consulting and
training

HEEBERZRE
mREERER
NEENRER
FARSE

Sale of skin care and
beauty products;
provision of beauty
treatments and beauty
consulting and
training

HEEERZER
EqmRHEED
EENEARD
RS



For the year ended 31 December 2005 #EZ=%
(Expressed in Hong Kong dollars)

(BT AElr)

FAF+A=+—HIEFE

40. PARTICULARS OF SUBSIDIARIES (continued) 40.

Name of company

AR

Shenzhen Natural Beauty
Cosmetics Company
Limited

AT EREIER
BRAT

Haerbin Sanlian Natural
Beauty Cosmetics
Company Limited

REEZBAAE( R
BRAT

Ningbo Hai Shu Natural
Beauty Cosmetics
Company Limited

ERERANE(IER
BRAT

Wuhan Natural Beauty
Cutural Development
Company Limited

REBRZAER
BRAT

Tianjin Natural Beauty
Cosmetics Company
Limited

RREAZIHER
ARAT

Place of
incorporation
and operations
ERBLE
B2

PRC
FEAR

PRC
PEAR

PRC
PEAR

PRC
TEAR

PRC
FEAR

Kind of
legal status

EE8s

Limited liability
joint venture

enterprise
EREEAERR

Limited liability
joint venture
enterprise

BRAMAELR

Limited liability
joint venture

enterprise
EREEARERR

Limited liability
joint venture
enterprise

EREfAZELR

Limited liability
joint venture
enterprise

EREfAZLR

Registered capital/

issued and fully
paid ordinary
share capital
Hhas/
BETRHE
LERE

RMB4,000,000
AE#4,000,0007

RMB1,000,000
AE#1,000,0007T

RMBS3,500,000
AE#3,500,0007T

RMB2,500,000
AE#2,500,0007T

RMB2,000,000
AE#2,000,0007T

Mt B8 2 Rl RE1E ()

Proportion of

nominal value
of issued capital
held by the
Company and
its subsidiaries
FRAR
EWBAT  Attributable
B %T  tothe Group Principal activity
BrmEus AEEEE ITEH
90% 81% Sale of cosmetic
products and provision
of beauty treatments
HEVREDR
REERER
80% 72% Sale of cosmetic
products and provision
of beauty treatments
HEVHREDR
REERER
90% 81% Sale of cosmetic
products and provision
of beauty treatments
HEVHREDR
RfixRER
90% 81% Sale of cosmetic
products and provision
of beauty treatments
HEVHREDR
RiERER
90% 81% Sale of cosmetic

products and provision
of beauty treatments
HEVHREDR
RiERER
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For the year ended 31 December 2005 #EZ=%
(Expressed in Hong Kong dollars) (W&t A& )

FAF+A=+—HIEFE

40. PARTICULARS OF SUBSIDIARIES (continued) 40. MBARFE (&)
Proportion of
nominal value
of issued capital
Registered capital/ held by the
issued and fully Company and
Place of paid ordinary  its subsidiaries
incorporation share capital KRAR
and operations ~ Kind of 2MEX/ EWBAT  Attributable
Name of company FREILE legal status BETRER BT tothe Group
NAEB BEwe ERas LaRs BAEELG  AEEERS
Wenzhou Natural Beauty PRC Limited liability RMB2,000,000 90% 81%
Cosmetics Company R KR joint venture AR 2,000,000
Limited enterprise
AMTEAERER EREFRELR
BRAA)
Beijing Natural Beauty PRC Limited liability RMB20,000,000 80% 2%
Cosmetics Company KR joint venture AR 20,000,000
Limited enterprise
TREAE R FREARELE
ER2A
Kunshan Natural Beauty PRC Limited liability RMB1,500,000 90% 81%
Sanlian Cosmetics PEAE joint venture AR %1,500,0007
Company Limited enterprise
RIWBAZ=BILER EREFRELR
ER2A
Changchun Natural Beauty PRC Limited liability RMB1,500,000 90% 81%
Cosmetics Company KR joint venture AR1,500,0007
Limited enterprise
REERZER EREFRERR
ER2A

164 Natural Beauty Bio-Technology Limited Annual Report 2005

Principal activity

IEEH

Sale of cosmetic
products and provision
of beauty treatments
HEVREDR
REERER

Sale of cosmetic
products and provision
of beauty treatments
HEVHREDR
REERER

Sale of cosmetic
products and provision
of beauty treatments
HEVHREDR
RfixRER

Sale of skin care and
beauty products;
provision of beauty
treatments and skin
care and beauty
consulting

HEERRER
Em REXE
ERRENER
RERHH



For the year ended 31 December 2005 #EZ=%
(Expressed in Hong Kong dollars)

(BT AElr)

FAF+A=+—HIEFE

40. PARTICULARS OF SUBSIDIARIES (continued) 40.

Name of company

AR

Mudanjiang Natural Beauty
Cosmetics Company
Limited

HAHITERE LR
AR

Lanzhou Natural Beauty
Cosmetics Company
Limited

BHERE TR
BRAT

Anshan Natural Beauty
Cosmetics Company
Limited

BlmaAEED
ERAA

Suzhou Natural Beauty
Cosmetics Company
Limited

HMaRELER
BERAA

Place of
incorporation
and operations
ERBLE
B2

PRC
FEAR

PRC
PEAR

PRC
FEAR

PRC
FEAR

Kind of
legal status

EE8s

Limited liability
joint venture

enterprise
EREEAERR

Limited liability
joint venture
enterprise

BREMAELR

Limited liability
joint venture

enterprise
AREERERR

Limited liability
joint venture

enterprise
EREfAERR

Registered capital/
issued and fully
paid ordinary
share capital
Hhas/
BETRHE
LERE

RMBB800,000
AE%800,0007C

RMB1,000,000
AE#1,000,0007T

RMB1,000,000
AE#1,000,0007T

RMB1,200,000
AR¥1,200,0007T

Mt B8 2 Rl RE1E ()

Proportion of

nominal value
of issued capital
held by the
Company and
its subsidiaries
FRAR
EWBAT  Attributable
B %T  tothe Group Principal activity
BrmEus AEEEE ITEH
90% 81% Sale of cosmetic
products and provision
of beauty treatments
HEVHREDR
REERER
90% 81% Sale of cosmetic
products and provision
of beauty treatments
HEVREDR
REERER
90% 81% Sale of skin care and
beauty products and
related instruments;
provision of skin
care and beauty
consulting
HEEERED
EQREREM:
REEERER
#1
90% 81% Sale of skin care and

beauty products and

related instruments
HEEERZER

ERREAEM
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(Expressed in Hong Kong dollars) (W&t A& )

40. PARTICULARS OF SUBSIDIARIES (continued) 40. MIBARFFE (&)

Proportion of
nominal value
of issued capital
Registered capital/ held by the
issued and fully Company and

Place of paid ordinary  its subsidiaries
incorporation share capital KRAR
and operations ~ Kind of 2MEX/ EWBAT  Attributable
Name of company FREILE legal status BETRER B %T  tothe Group Principal activity
NAEB BEwe ERas LEks  RAEERE  FEREE fTEH
Kunming Natural Beauty PRC Limited liability RMB1,000,000 90% 81% Wholesale and retail of
Cosmetics Company R KR joint venture AR %1,000,0007 skin care and beauty
Limited enterprise products; provision of
EREAZER EREFRELR beauty treatments and
BRAR skin care and beauty
consulting
HERTEEER
ERER RE
EREENER
RERZN
Fuzhou Natural Beauty PRC Limited liability RMB1,500,000 90% 81% Wholesale and retail of
Cosmetics Company REKE joint venture AR 1,500,007 skin care and beauty
Limited enterprise products and related
BMEAE L ER ERETAELE instruments; provision
ERAA of skin care and beauty
consulting
HERTEEER
RRERRER
B REER R
e
LEERAXERILER PRC Limited liability RMB500,000 90% 81% Wholesale and retail of
BRAR REKE joint venture AR #500,0007 skin care and beauty
enterprise products
EREFRERR HERTEERER
EREm
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40. PARTICULARS OF SUBSIDIARIES (continued) 40. MB RS (&)
Proportion of
nominal value
of issued capital
Registered capital/ held by the
issued and fully Company and
Place of paid ordinary  its subsidiaries
incorporation share capital KRAR
and operations ~ Kind of 2MEX/ EWBAT  Attributable
Name of company FREILE legal status BETRER B %T  tothe Group Principal activity
AGES B2 EEER LERE  RAEEWH  AEEEE ITEH
Shanghai Full-Beauty PRC Foreign investment US$1,408,000 100% 100%  Production and sale of
Cosmetics Company R KR enterprise with ¥41,408,0007 skin care and beauty
Limited limited liability products
TEEBMERERAR AREENERE EERBEEER
XTEm
Tsai Yen Ping Natural Beauty ~ PRC Foreign investment US$180,000 100% 100%  Investment holding
Cosmetics (Shanghai) R AR enterprise with £4£180,0007 RAER
Company Limited limited liability
ERFaAFEER BREENERE
(L) BRAR
Natural Beauty Cosmetics Taiwan Limited liability NT$670,000,000 100% 100% Production and sale of
Company Limited g company #1£1670,000,0007T skin care and beauty
AR REA BRAH products
ARAT EERBEEER
XPER
Tian Ran Mei Bio- Taiwan Limited liability NT$32,000,000 100% 100% Production and sale of
Technology Company g company 316 %32,000,0007 skin care and beauty
Limited ERAH products
AAFEDRRRA EERBEEER
ARAH XTEm
Da Shun Development Taiwan Limited liability NT$90,000,000 100% 100% Investment holding
Company Limited 5 company #8%90,000,0007C RAER
ERFERNHERAR ERAA
Jiun Yuh Investment Taiwan Limited liability NT$174,681,140 100% 100%  Investment holding
Company Limited = company HAau174,681,1407 REER
BERERMBRAA BR2A



For the year ended 31 December 2005 #HZ=ZZTARF+=-A=1+—HIFZ

(Expressed in Hong Kong dollars)

(BT AElr)

40. PARTICULARS OF SUBSIDIARIES (continued) 40.

Name of company
AGES

Huei Yao Investment
Company Limited
BREERNERAF

Wan Fang Investment
Company Limited
ERERNERLR

Belem Holdings Sdn. Bhd.
company

Billion Synergy Sdn. Bhd.

Ice Crystal Management
Limited
KRERERDT

Great Glamour Company
Limited

168 Natural Beauty Bio-Technology Limited Annual Report 2005

Place of
incorporation
and operations
ERBLE
B2

Taiwan

RIis

Taiwan

L%
AE

Malaysia
SAAED

Malaysia
SRAED

British Virgin
Islands
(BVI")
EBARRES
([EB&RR
#5l)

BVI
RRERRARS

Kind of
legal status

EE8s

Limited liability
company

ERAE

Limited liability
company
BR2A

Limited liability
company
ER2A

Limited liability
company
ERAA

Limited liability
company
BRAR

Limited liability
company
ER2A

Registered capital/
issued and fully
paid ordinary
share capital
Hhas/
BETRHE
LERE

NT$234,681,140
A %034,681,1407

NT$242,681,140
#1515042 681,140

MYR123,235,408
Class B shares
MYR10,000
Class A shares
BREREDH
123,235,4087C
ARSREDS
10,0007

MYR2

ERAmniEon

US$52,000
452,000

US$50,000
F450,0007

M B B REAE ()

Proportion of
nominal value

of issued capital

held by the
Company and
its subsidiaries
AR
EMBAR
FFE&R
BATELA

100%

100%

100%

100%

100%

100%

Attributable

to the Group Principal activity

ARERES

100%

100%

100%

100%

100%

100%

IEEH

Investment holding

RERR

Investment holding

REZR

Investment holding

RERR

Wholesale of skin care
and beauty products

KEEERZZAER

Investment holding

REER

Investment holding

REER



For the year ended 31 December 2005 #HZE=ZZTARF+=-A=+—HIFZ

(Expressed in Hong Kong dollars)

(BT AElr)

40. PARTICULARS OF SUBSIDIARIES (continued) 40.

Name of company
AGES

Next Success International
Limited

Fortune Investment Global
Limited

Natural Beauty
Bio-Technology
(Hong Kong) Company
Limited
BERZENMBE (F8)
AR

Place of
incorporation
and operations
ERBLE
B2

BvI

REBAARES

BVI
RRERRARS

Hong Kong
B

Kind of
legal status

EE8s

Limited liability
company

ERAE

Limited liability
company
ER2A

Limited liability
company
ER2A

Registered capital/
issued and fully
paid ordinary
share capital
Hhas/
BETRHE
LERE

US$100

241007

US$50,000
F450,0007

HK$10,000
10,000% 7T

None of the subsidiaries had any debt securities
outstanding at the end of the year or at any time during

the year.

M B B REAE ()

Proportion of

nominal value
of issued capital
held by the
Company and
its subsidiaries
FRAR
EWBAT  Attributable
B %T  tothe Group Principal activity
BrmEus AEEEE ITEH
100% 100%  Investment holding
REAZK
100% 100%  Investment holding
REARK
100% 100% Sale of cosmetic
products and provision
of beauty treatments
BEMHEDRR
REEAER

RELRFAERRE BENBARA

EmREEEHES-
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