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NATURAL BEAUTY BIO-TECHNOLOGY LIMITED

1.

ANNUAL REPORT 2003

(Expressed in Hong Kong dollars) (L&A z)

(a)

(b)

SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance

These financial statements have been
prepared in accordance with all applicable
Hong Kong Financial Reporting Standards
(which includes all applicable Statements of
Standard Accounting Practice and
Interpretations) issued by the Hong Kong
Society of Accountants, accounting principles
generally accepted in Hong Kong and the
requirements of the Hong Kong Companies
Ordinance. These financial statements also
comply with the applicable disclosure
provisions of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong
Kong Limited (“SEHK”). A summary of the
significant accounting policies adopted by the
group is set out below.

Basis of preparation of the financial
statements

The measurement basis used in the
preparation of the financial statements is
historical cost modified by the revaluation of
investment properties, and the marking to
market of certain investments in securities as
explained in the accounting policies set out
below.
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1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(b)

(c)

Basis of preparation of the financial
statements (continued)

Pursuant to a group reorganisation in
connection with the listing of the company’s
shares on SEHK, the company became the
holding company of the other companies
comprising the group on 11 March 2002. The
company and its subsidiaries resulting from
the reorganisation have been regarded as a
continuing group. Accordingly, the
reorganisation has been accounted for on the
basis of merger accounting, under which
consolidated financial statements have been
prepared as if the company had been the
holding company of the other companies
comprising the group throughout the year
ended 31 December 2002, or since their
respective dates of the incorporation or
establishment, whichever is later.

Subsidiaries and controlled enterprises

A subsidiary is a company in which the group,
directly or indirectly, holds more than half of
the issued share capital, or controls more than
half the voting power, or controls the
composition of the board of directors.
Subsidiaries are considered to be controlled
if the company has the power, directly or
indirectly, to govern the financial and
operating policies, so as to obtain benefits

from their activities.

An investment in a controlled subsidiary is
consolidated into the consolidated financial
statements.

(Expressed in Hong Kong dollars) (L& A5 z)
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(Expressed in Hong Kong dollars) (L&A z)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(c)

Subsidiaries and controlled enterprises
(continued)

Intra-group balances and transactions, and
any unrealised profits arising from intra-group
transactions, are eliminated in full in preparing
the consolidated financial statements.
Unrealised losses resulting from intra-group
transactions are eliminated in the same way
as unrealised gains, but only to the extent that
there is no evidence of impairment.

Minority interests at the balance sheet date,
being the portion of the net assets of
subsidiaries attributable to equity interests that
are not owned by the company, whether
directly or indirectly through subsidiaries, are
presented in the consolidated balance sheet
separately from liabilities and the
shareholders’ equity. Minority interests in the
results of the group for the year are also
separately presented in the consolidated
income statement.

Where losses attributable to the minority
exceed the minority interest in the net assets
of a subsidiary, the excess, and any further
losses attributable to the minority, are charged
against the group’s interest except to the
extent that the minority has a binding
obligation to, and is able to, make good the
losses. All subsequent profits of the subsidiary
are allocated to the group until the minority’s
share of losses previously absorbed by the
group has been recovered.

In the company’s balance sheet, an investment
in a subsidiary is stated at cost less any
impairment losses (see note 1(k)).
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1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(d)

Associates

An associate is an entity in which the group
or company has significant influence, but not
control or joint control, over its management,
including participation in the financial and
operating policy decisions.

An investment in an associate is accounted
for in the consolidated financial statements
under the equity method and is initially
recorded at cost and adjusted thereafter for
the post acquisition change in the group’s
share of the associate’s net assets. The
consolidated income statement reflects the
group’s share of the post-acquisition results
of the associates for the year, including any
amortisation of positive or negative goodwill
charged or credited during the year in

accordance with note 1(e).

Unrealised profits and losses resulting from
transactions between the group and its
associates are eliminated to the extent of the
group’s interest in the associate, except where
unrealised losses provide evidence of an
impairment of the asset transferred, in which
case they are recognised immediately in the
income statement.

In the company’s balance sheet, its
investments in associates are stated at cost
less impairment losses (see note 1(k)).

(Expressed in Hong Kong dollars) (L& A5 z)

(d)

BETBUR (4%)

%ﬁ#&/‘\ﬁl
BEQREARERARAEH
HEEABHEKE @ﬁ’j

%@AM%&WAﬁ -8

FEFEHI S K HT%ﬁAEZE

I
e ©

REE R R 2R E iR A
AFARAB M B®RE BE LR
PN PN R R
HHE DR EEFEREBER
ZEPELRAE - RENRER
R BR A SR B A R A B S
RAZWBERERE BREM
P AR IR M 5 1(e)F0 BR S ET
AZEBEEBHLAEEHE-

AEBREBERNRETRS
PRESZ RER iGN R EIEY
BAKBEFEZBERB 2K
afH ERARERBRAE
BT R 2 B E L BRR(E - R
SARAERS R AER -

EARRIZEEABRY R
&N R 2B IR K ANER &
BEBEAR (RME1K) -



50

NATURAL BEAUTY BIO-TECHNOLOGY LIMITED

ANNUAL REPORT 2003

(Expressed in Hong Kong dollars) (U&7t A& z)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(e)

Goodwill

Positive goodwill arising on consolidation
represents the excess of the cost of the
acquisition over the group’s share of the fair
value of the identifiable assets and liabilities
acquired. In respect of controlled subsidiaries,
positive goodwill is amortised to the
consolidated income statement on a straight-
line basis over its estimated useful life of 5
years. Positive goodwill is stated in the
consolidated balance sheet at cost less any
accumulated amortisation and any impairment
losses (see note 1(k)).

In respect of acquisitions of associates,
positive goodwill is amortised to the
consolidated income statement on a straight-
line basis over its estimated useful life. The
cost of positive goodwill less any accumulated
amortisation and any impairment losses (see
note 1(k)) is included in the carrying amount
of the interest in associates.

On disposal of a controlled subsidiary or an
associate during the year, any attributable
amount of purchased goodwill not previously
amortised through the consolidated income
statement or which has previously been dealt
with as a movement on group reserves is
included in the calculation of the profit or loss
on disposal.
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1. SIGNIFICANT ACCOUNTING POLICIES (continued)

()

Other investments in securities

The group’s and the company’s policies for

investments in

securities other than

investments in subsidiaries and associates are

as follows:

(i)

(iiif)

Investments held on a continuing basis
for an identified long-term purpose are
classified as investment securities.
Investment securities are stated in the
balance sheet at cost less any
provisions for diminution in value.
Provisions are made when the fair
values have declined below the carrying
amounts, unless there is evidence that
the decline is temporary, and are
recognised as an expense in the
income statement, such provisions
being determined for each investment

individually.

Provisions against the carrying value of
investment securities are written back
when the circumstances and events that
led to the write-down or write-off cease
to exist and there is persuasive
evidence that the new circumstances
and events will persist for the

foreseeable future.

All other securities (whether held for
trading or otherwise) are stated in the
balance sheet at fair value. Changes in
fair value are recognised in the income
statement as they arise. Securities are
presented as trading securities when
they were acquired principally for the
purpose of generating a profit from
short term fluctuations in price or
dealer’'s margin.

(Expressed in Hong Kong dollars) (L& A5 z)
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1. SIGNIFICANT ACCOUNTING POLICIES (continued)
Other investments in securities (continued)

()

(9)

(iv)

Profits or losses on disposal of
investments in securities are determined
as the difference between the estimated
net disposal proceeds and the carrying
amount of the investments and are
accounted for in the income statement
as they arise.

Fixed assets

(i)

Fixed assets are carried in the balance
sheet on the following bases:

investment properties with an
unexpired lease term of more
than 20 years are stated in the
balance sheet at their open
market value which is assessed
annually by external qualified
valuers;

land and buildings held for own
use are stated in the balance
sheet at their revalued amount,
being their open market value at
the date of revaluation less any
subsequent
depreciation (see note 1(j)).

accumulated

Revaluations are performed by
qualified valuers with sufficient
regularity to ensure that the
carrying amount of these assets
does not differ materially from
that which would be determined
using fair values at the balance
sheet date; and

all other fixed assets are stated
in the balance sheet at cost less
accumulated depreciation (see
note 1(j)) and impairment losses
(see note 1(k)).
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1. SIGNIFICANT ACCOUNTING POLICIES (continued)
(g) Fixed assets (continued)

(i)

(iiif)

Changes arising on the revaluation of
investment properties are generally
dealt with in

reserves. The only

exceptions are as follows:
- when a deficit arises on
revaluation, it will be charged to
the income statement, if and to
the extent that it exceeds the
amount held in the reserve in
respect of the portfolio of
investment properties,
immediately prior to the

revaluation; and

- when a surplus arises on
revaluation, it will be credited to
the income statement, if and to
the extent that a deficit on
revaluation in respect of the
portfolio of investment properties,
had previously been charged to
the income statement.

Subsequent expenditure relating to a
fixed asset that has already been
recognised is added to the carrying
amount of the asset when it is probable
that future economic benefits, in excess
of the originally assessed standard of
performance of the existing asset, will
flow to the enterprise. All other
subsequent expenditure is recognised
as an expense in the period in which it
is incurred.

(Expressed in Hong Kong dollars) (L& A5 z)
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(Expressed in Hong Kong dollars) (L&A z)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)
(g) Fixed assets (continued)

(iv)

Gains or losses arising from the
retirement or disposal of a fixed asset
are determined as the difference
between the estimated net disposal
proceeds and the carrying amount of
the asset and are recognised in the
income statement on the date of
retirement or disposal. On disposal of
an investment property, the related
portion of surpluses or deficits
previously taken to the investment
properties revaluation reserve is also
transferred to the income statement for
the year. For all other fixed assets, any
related revaluation surplus is transferred
from the revaluation reserve to retained
profits.

(h) Intangible assets (other than goodwill)

(i)

Expenditure on research activities,
undertaken with the prospect of gaining
new scientific or technical knowledge
and understanding, is recognised as an
expense in the period in which it is
incurred. Expenditure on development
activities is capitalised if the product
or process is technically and
commercially feasible and the group
has sufficient resources and the
intention to complete development. The
expenditure capitalised includes the
cost of materials, direct labour and an
appropriate proportion of overheads.
Capitalised development costs are
stated at cost less accumulated
amortisation (see note 1(j)) and
impairment losses (see note 1(k)). Other
development expenditure is recognised
as an expense in the period in which it
is incurred.
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1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(h)

Intangible assets (other than goodwill)

(continued)

(i)

(iiif)

Other intangible assets that are
acquired by the group are stated in the
balance sheet at cost less accumulated
amortisation (see note 1(j)) and
impairment losses (see note 1(k)).
Expenditure on internally generated
goodwill and brands is recognised as
an expense in the period in which it is
incurred.

Subsequent expenditure on an
intangible asset after its purchase or
its completion is recognised as an
expense when it is incurred unless it is
probable that this expenditure will
enable the asset to generate future
economic benefits in excess of its
originally assessed standard of
performance and this expenditure can
be measured and attributed to the asset
reliably. If these conditions are met, the
subsequent expenditure is added to the

cost of the intangible asset.

Leased assets

Leases of assets under which the lessee

assumes substantially all the risks and benefits

of ownership are classified as finance leases.

Leases of assets under which the lessor has

not transferred all the risks and benefits of

ownership are classified as operating leases.

(Expressed in Hong Kong dollars) (L& A5 z)
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1. SIGNIFICANT ACCOUNTING POLICIES (continued)

()

1)

Leased assets (continued)

Where the group has the use of assets under
operating leases, payments made under the
leases are charged to the income statement
in equal instalments over the accounting
periods covered by the lease term, except
where an alternative basis is more
representative of the pattern of benefits to be
derived form the leased asset. Lease
incentives received are recognised in the
income statement as an integral part of the
aggregate net lease payments made.
Contingent rentals are charged to the income
statement in the accounting period in which
they are incurred.

Amortisation and depreciation

(i) No depreciation is provided on
investment properties with an unexpired
lease term of over 20 years or on
freehold land.

(i) Depreciation is calculated to write off
the cost or valuation of other fixed
assets over their estimated useful lives
and residual rates as follows:

Land and buildings
T3 R E E Y
Leasehold improvements
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1. SIGNIFICANT ACCOUNTING POLICIES (continued)

()

(k)

Amortisation and depreciation (continued)

(i)  Amortisation of intangible assets is
charged to the income statement on a
straight-line basis over the assets’
estimated useful lives as follows:

— capitalised development
costs 5 years
— patents and
trademarks 510 10 years
Impairment of assets
Internal and external sources of information
are reviewed at each balance sheet date to
identify indications that the following assets
may be impaired or an impairment loss
previously recognised no longer exists or may
have decreased:

fixed assets (other than properties
carried at revalued amounts);

- investments in subsidiaries and

associates;

- intangible assets; and

- positive goodwill.

f any such indication exists, the asset’s
recoverable amount is estimated. An
impairment loss is recognised in the income
statement whenever the carrying amount of

such an asset exceeds its recoverable amount.

(Expressed in Hong Kong dollars) (L& A5 z)
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1. SIGNIFICANT ACCOUNTING POLICIES (continued)
(k) Impairment of assets (continued)

(i)

(ii)

Calculation of recoverable amount

The recoverable amount of an asset is
the greater of its net selling price and
value in use. In assessing value in use,
the estimated future cash flows are
discounted to their present value using
a pre-tax discount rate that reflects
current market assessments of time
value of money and the risks specific
to the asset. Where an asset does not
generate cash inflows largely
independent of those from other assets,
the recoverable amount is determined
for the smallest group of assets that
generates cash inflows independently

(i.e. a cash-generating unit).

Reversals of impairment losses

In respect of assets other than goodwill,
an impairment loss is reversed if there
has been a favourable change in the
estimates used to determine the
recoverable amount. An impairment loss
in respect of goodwill is reversed only
if the loss was caused by a specific
external event of an exceptional nature
that is not expected to recur, and the
increase in recoverable amount relates
clearly to the reversal of the effect of

that specific event.

A reversal of impairment losses is
limited to the asset’'s carrying amount
that would have been determined had
no impairment loss been recognised in
prior years. Reversals of impairment
losses are credited to the income
statement in the year in which the
reversals are recognised.
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1. SIGNIFICANT ACCOUNTING POLICIES (continued)

U]

(m)

Inventories
Inventories are carried at the lower of cost

and net realisable value.

Cost is calculated using the weighted average
cost formula and comprises all costs of
purchase, costs of conversion and other costs
incurred in bringing the inventories to their

present location and condition.

Net realisable value is the estimated selling
price in the ordinary course of business less
the estimated costs of completion and the
estimated costs necessary to make the sale.

When inventories are sold, the carrying amount
of those inventories is recognised as an
expense in the period in which the related
revenue is recognised. The amount of any
write-down of inventories to net realisable
value and all losses of inventories are
recognised as an expense in the period the
write-down or loss occurs. The amount of any
reversal of any write-down of inventories,
arising from an increase in net realisable value,
is recognised as a reduction in the amount of
inventories recognised as an expense in the
period in which the reversal occurs.

Cash equivalents

Cash and cash equivalents comprise cash at
bank and on hand, demand deposits with
banks and other financial institutions, and
short-term, highly liquid investments that are
readily convertible into known amounts of cash
and which are subject to an insignificant risk
of changes in value, having been within three
months of maturity at acquisition.

(Expressed in Hong Kong dollars) (L& A5 z)
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(Expressed in Hong Kong dollars) (L&t A8 )

1. SIGNIFICANT ACCOUNTING POLICIES (continued)
(n) Employee benefits

(i)

(i)

(iiif)

Salaries, annual bonuses, paid annual
leave, leave passage and the cost to
the group of non-monetary benefits are
accrued in the year in which the
associated services are rendered by
employees of the group. Where
payment or settlement is deferred and
the effect would be material, these
amounts are stated at their present
values.

Contributions to Mandatory Provident
Funds as required under the Hong Kong
Mandatory Provident Fund Schemes
Ordinance, are recognised as an
expense in the income statement as
incurred.

Subsidiaries incorporated in the
People’s Republic of China (“PRC")
participate in the retirement schemes
operated by the local authorities for
employees in the PRC. Contributions to
these schemes are charged to the

income statement when incurred.

FTESFBER (&)
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(n)
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1. SIGNIFICANT ACCOUNTING POLICIES (continued)
(n) Employee benefits (continued)

(iv)

The group’s net obligation in respect of
defined benefit retirement plans is
calculated separately for each plan 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 discount rate is the yield
at the balance sheet date on high
quality corporate bonds that have
maturity dates approximating the terms
of the group’s obligations. The
calculation is performed by a qualified
actuary using the projected unit credit
method.

When the benefits of a plan are
improved, the portion of the increased
benefit relating to past service by
employees is recognised as an expense
in the income statement on a straight-
line basis over the average period until
the benefits become vested. To the
extent that the benefits vest
immediately, the expense is recognised

immediately in the income statement.

In calculating the group’s obligation in
respect of a plan, to the extent that any
cumulative unrecognised actuarial gain
or loss exceeds ten percent of the
greater of the present value of the
defined benefit obligation and the fair
value of plan assets, that portion is
recognised in the income statement
over the expected average remaining
working lives of the employees
participating in the plan. Otherwise, the
actuarial gain or loss is not recognised.

(Expressed in Hong Kong dollars) (L& A5 z)

1. EERHEE )

(n) EEER ()

(iv)  ANEEHEBERFENK
AHEIFTEEZ BTEFE
Tzt R B ARE R
BEMBRBE M B R E
BERREREV IR A 2 3R (B -
WHBAE M8 2 & E
NFEEMTHRRE
T2 RESE 2 AESF
MBEM R ERMXEE
FRERH 2 B H=RG
B hAERIBEMRA

TR 5 {7 R AR B B

EEZzEAFA K
Z ZHEEEEBER
el R B i
Do NEEEREARE
BEZBRBMN/LZF
1B A B #OE R M as
AAEXRTERAAXE-
FREFAREREZA
&8 - RIBDBE A I 2R R

HRA -

EtEAKEEFE T
PrAEBERE  HRR
AEERBHE RS LE
BEAEREEMNAERR
RERFEEEAFE
BEMETRSHEENT
D2t RIZEBD AR
2 HEGtER B 2 AT
R R TR I WS
AAEXRP®ER DA
SHERZBE RS LE

B



62

NATURAL BEAUTY BIO-TECHNOLOGY LIMITED

ANNUAL REPORT 2003

(Expressed in Hong Kong dollars) (U&7t A& z)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)
(n) Employee benefits (continued)

(iv)

(continued)

Where the calculation of the group’s net
obligation results in a negative amount,
the asset recognised is limited to the
net total of any cumulative
unrecognised net actuarial losses and
past service costs and the present
value of any future refunds from the plan
or reductions in future contributions to

the plan.

When the group grants employees
options to acquire shares of the
company at a nominal consideration, no
employee benefit cost or obligation is
recognised at the date of grant. When
the options are exercised, equity is
increased by the amount of the
proceeds received.

Termination benefits are recognised

when, and only when, the group
demonstrably commits itself to
terminate employment or to provide
benefits as a result of voluntary
redundancy by having a detailed formal
plan which is without realistic possibility

of withdrawal.

(n)
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1. SIGNIFICANT ACCOUNTING POLICIES (continued)
(o) Income tax

(i)

(iif)

Income tax for the year comprises
current tax and movements in deferred
tax assets and liabilities. Current tax
and movements in deferred tax assets
and liabilities are recognised in the
income statement except to the extent
that they relate to items recognised
directly in equity, in which case they

are recognised in equity.

Current tax is the expected tax payable
on the taxable income for the year,
using tax rates enacted or substantively
enacted at the balance sheet date, and
any adjustment to tax payable in

respect of previous years.

Deferred tax assets and liabilities arise
from deductible and taxable temporary
differences respectively, being the
differences between the carrying
amounts of assets and liabilities for
financial reporting purposes and their
tax bases. Deferred tax assets also
arise from unused tax losses and

unused tax credits.

(Expressed in Hong Kong dollars) (W%t 5% )
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(Expressed in Hong Kong dollars) (U&7t A& z)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)
(o) Income tax (continued)

(iiif)

(continued)

Apart from certain limited exceptions,
all deferred tax liabilities, and all
deferred tax assets to the extent that it
is probable that future taxable profits
will be available against which the asset
can be utilised, are recognised. Future
taxable profits that may support the
recognition of deferred tax assets
arising from deductible temporary
differences include those that will arise
from the reversal of existing taxable
temporary differences, provided those
differences relate to the same taxation
authority and the same taxable entity,
and are expected to reverse either in
the same period as the expected
reversal of the deductible temporary
difference or in periods into which a
tax loss arising from the deferred tax
asset can be carried back or forward.
The same criteria are adopted when
determining whether existing taxable
temporary differences support the
recognition of deferred tax assets
arising from unused tax losses and
credits, that is, those differences are
taken into account if they relate to the
same taxation authority and the same
taxable entity, and are expected to
reverse in a period, or periods, in which
the tax loss or credit can be utilised.
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1. SIGNIFICANT ACCOUNTING POLICIES (continued)
(o) Income tax (continued)

(iiif)

(continued)

The limited exceptions to recognition of
deferred tax assets and liabilities are
those temporary differences arising
from goodwill not deductible for tax
purposes, negative goodwill treated as
deferred income, the initial recognition
of assets or liabilities that affect neither
accounting nor taxable profit (provided
they are not part of a business
combination), and temporary
differences relating to investments in
subsidiaries to the extent that, in the
case of taxable differences, the group
controls the timing of the reversal and
it is probable that the differences will
not reverse in the foreseeable future,
or in the case of deductible differences,
unless it is probable that they will
reverse in the future.

The amount of deferred tax recognised
is measured based on the expected
manner of realisation or settlement of
the carrying amount of the assets and
liabilities, using tax rates enacted or
substantively enacted at the balance
sheet date. Deferred tax assets and
liabilities are not discounted.

The carrying amount of a deferred tax
asset is reviewed at each balance sheet
date and is reduced to the extent that
it is no longer probable that sufficient
taxable profit will be available to allow
the related tax benefit to be utilised.
Any such reduction is reversed to the
extent that it becomes probable that
sufficient taxable profit will be available.

Additional income taxes that arise from
the distribution of dividends are
recognised when the liability to pay the
related dividends is recognised.

(Expressed in Hong Kong dollars) (L& A5 z)
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1. SIGNIFICANT ACCOUNTING POLICIES (continued)
(o) Income tax (continued)

(iv)

Current tax balances and deferred tax
balances, and movements therein, are
presented separately from each other
and are not offset. Current tax assets
are offset against current tax liabilities,
and deferred tax assets against
deferred tax liabilities if, and only if, the
company or the group has the legally
enforceable right to set off current tax
assets against current tax liabilities and
the following additional conditions are
met:

- in the case of current tax assets
and liabilities, the company or
the group intends either to settle
on a net basis, or to realise the
asset and settle the liability

simultaneously; or

- in the case of deferred tax assets
and liabilities, if they relate to
income taxes levied by the same

taxation authority on either:

- the same taxable entity; or

- different taxable entities,

which, in each future
period in which significant
amounts of deferred tax
liabilities or assets are
expected to be settled or
recovered, intend to
realise the current tax
assets and settle the
current tax liabilities on a
net basis or realise and

settle simultaneously.
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1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(p)

Provisions and contingent liabilities

Provisions are recognised for liabilities of
uncertain timing or amount when the company
or group has a legal or constructive obligation
arising as a result of a past event, it is
probable that an outflow of economic benefits
will be required to settle the obligation and a
reliable estimate can be made. Where the time
value of money is material, provisions are
stated at the present value of the expenditures

expected to settle the obligation.

Where it is not probable that an outflow of
economic benefits will be required, or the
amount cannot be estimated reliably, the
obligation is disclosed as a contingent liability,
unless the probability of outflow of economic
benefits is remote. Possible obligations, whose
existence will only be confirmed by the
occurrence or non-occurrence of one or more
future events are also disclosed as contingent
liabilities unless the probability of outflow of
economic benefits is remote.

(Expressed in Hong Kong dollars) (L& A5 z)
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(Expressed in Hong Kong dollars) (U&7t A& z)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(a)

Revenue recognition

Provided it is probable that the economic

benefits will flow to the group and the revenue

and costs, if applicable, can be measured

reliably, revenue is recognised in the income

statement as follows:

(i)

(ii)

(iii)

Sale of goods

Revenue is recognised when goods are
delivered at the customers’ premises
which is taken to be the point in time
when the customer has accepted the
goods and the related risks and rewards
of ownership. Revenue excludes value
added tax or other sales taxes and is

after deduction of any trade discounts.

Service income

Service income is recognised when
services are rendered and the amount
receivable can be measured reliably.
Treatment fees received in advance for
which services have not been rendered
at the balance sheet date are shown
as deferred income in the consolidated

balance sheet.

Entrustment fee income

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.
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1. SIGNIFICANT ACCOUNTING POLICIES (continued)
(q) Revenue recognition (continued)

(iv)

(v)

(vi)

(vii)

Barter sales

Exchange of the group’s products for
advertising services is regarded as
exchange of dissimilar products that
generates revenue. The group
measures such revenue at the fair value
of the goods given up. Gross profit from
such barter transactions is recorded as
deferred income in the balance sheet
and recognised in the income statement
in the same period as the relevant

advertising credits are utilised.

Rental income from operating leases

Rental income receivable under
operating leases is recognised in the
income statement in equal instalments
over the accounting periods covered by
the lease term, except where an
alternative basis is more representative
of the pattern of benefits to be derived
from the leased asset. Lease incentives
granted are recognised in the income
statement as an integral part of the
aggregate net lease payments
receivable. Contingent rentals are
recognised as income in the accounting

period in which they are earned.

Dividends

Dividend income from investments is
recognised when the shareholder’s right
to receive payment is established.

Interest income

Interest income from bank deposits is
accrued on a time-apportioned basis
by reference to the principal

outstanding and the rate applicable.

(Expressed in Hong Kong dollars) (L& A5 z)
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(Expressed in Hong Kong dollars) (L&A z)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(a)

(r)

Revenue recognition (continued)

(viii)  Financial refunds
Government financial refunds are
recognised when there is reasonable
assurance that they will be received and
that the group will comply with the
conditions attaching to them. Financial
refunds that compensate the group for
expenses incurred are recognised as
other revenue in the income statement
on a systematic basis in the same
periods in which the expenses are
incurred.

Translation of foreign currencies

Foreign currency transactions during the year
are translated into Hong Kong dollars at the
exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated
in foreign currencies are translated into Hong
Kong dollars at the exchange rates ruling at
the balance sheet date. Exchange gains and

losses are dealt with in the income statement.

The results of foreign enterprises are
translated into Hong Kong dollars at the
average exchange rates for the year; balance
sheet items are translated into Hong Kong
dollars at the rates of exchange ruling at the
balance sheet date. The resulting exchange
differences are dealt with as a movement in

reserves.

On disposal of a foreign enterprise, the
cumulative amount of the exchange
differences which relate to that foreign
enterprise is included in the calculation of the
profit or loss on disposal.
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1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(s)

(t)

(u)

Borrowing costs

Borrowing costs are expensed in the income
statement in the period in which they are
incurred.

Related parties

For the purposes of these financial statements,
parties are considered to be related to the
group if the group has the ability, directly or
indirectly, to control the party or exercise
significant influence over the party in making
financial and operating decisions, or vice
versa, or where the group and the party are
subject to common control or common
significant influence. Related parties may be
individuals or other entities.

Segment reporting

A segment is a distinguishable component of
the group that is engaged either in providing
products or services (business segment), or
in providing products or services within a
particular economic environment
(geographical segment), which is subject to
risks and rewards that are different from those

of other segments.

In accordance with the group’s internal
financial reporting system, the group has
chosen geographical segment information as
the primary reporting format and business
segment information as the secondary
reporting format for the purposes of these
financial statements.

(Expressed in Hong Kong dollars) (L& A5 z)
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(Expressed in Hong Kong dollars) (U&7t A& z)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(u)

Segment reporting (continued)

Segment revenue, expenses, results, assets
and liabilities include items directly attributable
to a segment as well as those that can be
allocated on a reasonable basis to that
segment. For example, segment assets may
include inventories, trade receivables and
property, plant and equipment. Segment
revenue, expenses, assets, and liabilities are
determined before intra-group balances and
intra-group transactions are eliminated as part
of the consolidation process, except to the
extent that such intra-group balances and
transactions are between group enterprises
within a single segment. Inter-segment pricing
is based on similar terms as those available
to other external parties.

Segment capital expenditure is the total cost
incurred during the period to acquire segment
assets that are expected to be used for more
than one period.

Unallocated items mainly comprise financial
and corporate assets, interest-bearing loans,
borrowings, corporate and financing expenses

and minority interests.
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TURNOVER

The principal activities of the group are
manufacturing and selling of skin care, beauty and
aromatherapeutic products, provision of skin
treatments, beauty and SPA services and skin care

consulting and beauty training.

Turnover represents the sales value of goods
delivered to customers and service income from
provision of skin treatments, beauty and SPA services
and entrustment fee income. The amount of each
significant category of revenue recognised in

turnover during the year is as follows:

Turnover -

Sales of goods = iH &

Service income B 75 W A
Entrustment fee income L E W=

(Expressed in Hong Kong dollars) (L& A5 z)

g
AEBTERERER PHEMALT
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2003 2002
—EE=F —FE-F
$°000 $°000

Fr Fr
296,583 269,804
18,719 51,468
4,784 1,979
320,086 323,251
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(Expressed in Hong Kong dollars) (L&t A8 )

3. OTHER REVENUE AND NET (LOSS)/INCOME 3. Ha AR (EE) W= FHE
2003 2002
—EBE=F —EEF
$’000 $'000
Fr For
Other revenue Hi g A
Rental income from REREME 2 HEBA
investment properties 3,693 2,228
Rental income from other properties KRB EfE 2L WA 980 667
Bank interest income ]RITH B W 930 1,903
Financial refunds (note) B R5 R R (M aE) 11,842 7,069
Others H b Yy 51 2,664 809
20,109 12,676
Other net (loss)/income Hih (B18) WEFE
Gain on disposal of assets PEREEE 2 EE RS
held for resale - 5,817
Loss on disposal of fixed assets HEBETEEERIE (1,752) (158)
Net realised and unrealised gains on HMIZ XA FEFIEZS 2
other securities carried at fair value B &35 & K &R W 5 5 58 1,841 2,445
Net exchange loss b 5 E 1R F R (672) (123)
(583) 7,981
Note: Pursuant to the local practice of the finance bureau Bzt BEBEFBETHE QR EEM
of the provinces in which certain of the PRC AN BB PR E B P B
subsidiaries operate, the PRC subsidiaries are B/ 1 R A iR M e e E b B R
entitled to financial refunds based on a percentage REFRBABDLESHBERR-ZE
of the income and other taxes paid. These financial B TSR KA & 1E Rk S B BUER P 1
refunds are treated as tax exempted by such finance 2 BIRER R o AT - B R AR R A
bureaus. However, the refunds and the tax BHRETBERABFERN HARA
exemption treatment thereof are subject to review BELA RN AR IR o A Ik T RE e 5E
annually, and could be treated differently in the ZEMBAR BEBEESERE
future. It is therefore uncertain if these subsidiaries REMBRARBRIEREFB-

will continue to be eligible for such financial refunds
and the tax exemption treatment thereof in the
future.



(Expressed in Hong Kong dollars) (L& A5 z)

PROFIT FROM ORDINARY ACTIVITIES BEFORE 4. MRBATHEEREER

TAXATION
Profit from ordinary activities before taxation is arrived BREiAI B B EB R &R N &1E
at charging: &5 8% :
2003 2002
—EE=F —EFE-
$°000 $’000
Fr For
(a) Finance costs: (a) ®WERE:
Interest on bank overdrafts BITEZF B 6 477
(b)  Staff costs* (excluding (b) B IpA*
directors’ remuneration (T"EREEEM2)
(note 6): (Htaze)
Contributions to defined TE B8 f R AT 8

contribution plans 4,478 4,208
Expenses recognised in EREBA G &2

respect of defined BRI

benefits plans (note 26) (Kta£26) 1,138 1,102
Retirement costs R ARBE A 5,616 5,310
Salaries, wages and other HFe - ITENM

benefits H 48 7 46,426 43,274

52,042 48,584
(c)  Other items: (c) H#mEAR:
Cost of inventories sold* BEEFER A" 31,451 31,907
Auditors’ remuneration % E R B &

(audit services) (ERT) 1,898 1,372
Depreciation* E" 23,084 20,590
Amortisation of goodwill EEE ¥ 4,445 83
Amortisation of other Hqth B

intangible assets 2,477 1,098
Operating leases charges THREFZEE

on land and buildings* HEZ B~

— Minimum lease —RIEAE MR

payments 15,664 17,283

- Contingent rentals — s RHEE 5,206 4,442
Rentals receivable from "EMEZ R

investment properties e R E X

less direct outgoings of 443,000 (ZEE

$443,000 (2002: $595,000) — % :595,0007T) 3,250 1,633
Rentals receivable from HEayE s Il

other properties less & R B B X iH

direct outgoings of 49,000L (ZEZF

$49,000 (2002: $33,000) — 4 :33,0007T) 931 634
Research and development T 2% B AR

costs 157 592

3 Cost of inventories sold includes $9,844,000 (2002: * EEGFEKAEBIZEBE THA:

WMESHREAEHESL HZ
9,844,000r (= T F = F :
8,205,0007T) % & BAE AT A _EX
B FE M EA(b)Z EHF S
HEBZ BB

$8,205,000) relating to staff costs, depreciation
expenses and operating lease charges, which
amount is also included in the respective total
amounts disclosed separately above or in note 4(b)
for each of these types of expenses.
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(Expressed in Hong Kong dollars) (U&7t A& z)

5. INCOME TAX IN THE CONSOLIDATED INCOME
STATEMENT
(a) Taxation in the consolidated income

SFAGRERERZFAESD

(a) FAZREKBRZBEE:

statement represents:

Current tax — Provision for
Hong Kong Profits Tax

Tax for the year

Current tax — Outside
Hong Kong

Tax for the year

Over-provision in respect of

prior years

Deferred tax

Origination and reversal of
temporary differences

Effect of increase in tax rate on

deferred tax balances

at 1 January

No Hong Kong Profits Tax has been provided,
as the group did not earn any assessable
profits in Hong Kong during the year ended
31 December 2003 (2002: $Nil).

AR E-FE
MNEHRE

REEBIA

AR E-FE
LLoh tth &

REEBIA
NEFEBEREG

2003 2002
—EE=F —EFE—F
restated

EXll

$°000 $°000
Fr FIT
31,035 29,753
(1,068) (1,035)
29,967 28,718
218 (1,544)
(101) =
117 (1,544)
30,084 27,174

HRASERBE_ZT=F1+_A
=T HLEFEYEERERSEM
RGN (ZFZ_F:F) HUE
EANGH IR ER-



5.  INCOME TAX IN THE CONSOLIDATED INCOME
STATEMENT (continued)

(a)

(b)

Taxation in the consolidated income
statement represents: (continued)

Taxation for subsidiaries outside Hong Kong
is charged at the appropriate current rates of

taxation ruling in the relevant tax jurisdictions.

For subsidiaries in Taiwan, income tax is also
charged on the unappropriated profits at a
rate of 10% (2002: 10%) in the year when the

(Expressed in Hong Kong dollars) (L& A5 z)

(a)

shareholders have

resolved

that the

unappropriated profits shall be retained.

Reconciliation between tax expense and (b)

accounting profit at applicable tax rates

Profit before tax

Notional tax on profit before tax,
calculated at the rates
applicable to profits in the tax
jurisdictions concerned

Tax effect of non-deductible
expenses

Tax effect of non-taxable revenue

Tax effect of unused tax losses
not recognised

Effect on opening deferred tax
balances resulting from an
increase in tax rate during
the year

Over-provision in prior years

Actual tax expense

B 75 i 4t )

FRIARE N 2 B EBMIE

78 MR IE A AR E
% i AR 2
BiEitH

BT ZRBEE

FERBRBRAZ BB E
ABARERRBARER
IHMBEHE

FAHE SR RT
HMIEBMIESR cZE

NEFEBEREG

ERPES

SFARERER BB (&)

FFAGERERZBEE:
(&)

BB AN & KB AR 2 R
H-ERBERMEARZEERZ
HERRTRETE

HEEMBARME KRR
FORRE R BECHE N A FE
IR MIRI0%NTHE (ZF
T _F10%) B R BB FIME
il

RERABHEFE2BEXHE
SRR ZHER

2003 2002

—BF=F | —TT_F

restated

EXll

$°000 $°000

Fr FT

83,525 94,097

26,434 21,246

4,221 6,356

(4,137) (3,127)

4,735 3,734

(101) =

(1,068) (1,035)

30,084 27,174
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(Expressed in Hong Kong dollars) (U&7t A& z)

6. DIRECTORS’ REMUNERATION 6. EEME

Directors’ remuneration disclosed pursuant to section
161 of the Hong Kong Companies Ordinance is as

follows:

Fees we

Salaries and other emoluments e RHMME
Discretionary bonuses B 15 TE AL

Retirement scheme contributions RIRFFEIE R

Included in directors’ remuneration were fees of
$40,000 (2002: $32,000) paid to the independent
non-executive directors during the year.

Four of the directors have waived their entitlement

to certain remuneration of $2,109,000 (2002: $Nil)
during the year ended 31 December 2003.

The remuneration of the directors is within the

following bands:

$ JT

Nil — 1,000,000 Z — 1,000,000

RIBEERNBGROFE161GA T HE
ZEEMEWT:

2003 2002
—EE-F —EE—F
$°000 $°000

Fr For

1,318 2,862

12 11

1,330 2,873

BEEMEBREFANIN FBLIENTT
BE 440,000 (ZTZT 4
32,0007T) °

B2 2Z=F+_A=+—HIF
ERA NEEZEEREHFE2H T M

% BEUE2 109,000 (ZEE 4
) o

E=M N FUATAR:

Number of directors

EEAY
2003 2002
—RB=F | —TT_F
6 6




(Expressed in Hong Kong dollars) (W%t 5% )

INDIVIDUALS WITH HIGHEST EMOLUMENTS 7. BeEFMAL

Of the five individuals with the highest emoluments, hEERFMATERERE (ZEE
two (2002: four) are directors whose emoluments are —FE R ES HEME AW TR
disclosed in note 6. The aggregate of the emoluments BoHEBR=R(ZTZE_F:—F) AT
in respect of the other three (2002: one) individuals ZEHMBERENT:

are as follows:

2003 2002
—BF=F | —TT_F
$°000 $'000
Fr For
Salaries and other emoluments FehEMEME 2,192 349
Discretionary bonuses )15 12 AL - =
Retirement scheme contributions RIRFTEIH R 33 -
2,225 349
The emoluments of the three (2002: one) individuals =2 (ZTEE-F:—2)EaHMA
with the highest emoluments are within the following TZBME N FIATAR:
band:
Number of individuals
AE
2003 2002
$ 7T —BEBC=F —EE_F

Nil — 1,000,000 Z — 1,000,000 3 1
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(Expressed in Hong Kong dollars) (L&t A8 )

8. PROFIT ATTRIBUTABLE TO SHAREHOLDERS 8. REEMEF
The consolidated profit attributable to shareholders BREEGERNBEE-BEFAR
includes a profit of $25,148,000 (2002: $34,094,000) A A) B 7 #R K B 0% 7 25,148,000
which has been dealt with in the financial statements —ZFF — 4 :34,094,0007T) °

of the company.

Reconciliation of the above amount to the company’s it & FE AR D 7 F AR A E AR
profit for the year: S
2003 2002
—BBC=F —ET_F
$°000 $000
Fr Fir
Amount of consolidated profit AR R A BEHRESN
attributable to shareholders dealt % 3R B AL 4R & R A
with in the company’s financial
statements 25,148 34,094
Final dividends from subsidiaries FRRE KRB A R
attributable to the profits of the E = — 1B 8 B F E s A
previous financial year, approved il B Ik 2 7R HA B
and paid during the year 50,298 4,573
Company’s profit for the year RNABIERNRN (F7F30)
(note 30) 75,446 38,667




9. DIVIDENDS

(a)

(b)

—ETE=-FF

&

T

(Expressed in Hong Kong dollars) (&A% )

9.

Dividends attributable to the year

Interim dividend declared and
paid of $0.006 per share
(2002: $0.0075 per share)

Final dividend proposed after
the balance sheet date of
$0.015 per share
(2002: $0.02 per share)

gl

(a)

B Bk K&k {2 5 5 i
FRR0.0067TC (=TT =

=
=]

£ : 5 %0.00757T)

B & HER 2 K 5 B A

-
HFHR0.0157T
£ Ji%0.027T)

The final dividend proposed after the balance

sheet date has not been recognised as a

liability at the balance sheet date.

Dividends attributable to the previous

financial year, approved and paid during the

year

Final dividend in respect of the
previous financial year,
approved and paid during
the year, of $0.02 per share
(2002: $0.01148 per share)

—F = —

==

(b)

FARAERIRMN B RE L@

BB B 2 REI A 8 BX

002 (ZEZT =

HR%0.011487T)

FREMLRA
2003 2002
—BF=F | —TT_F
$°000 $°000
Fr For
12,000 15,000
30,000 40,000
42,000 55,000

R&EHE BRZZE 2 R EBF I
NEEAEARARE-

FARERKNEREL—BEH

BEEZRA

40,000

22,960
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(Expressed in Hong Kong dollars) (U&7t A& z)

10.

11.

12.

EARNINGS PER SHARE

The calculation of the basic earnings per share is
based on the group’s profit attributable to
shareholders of $54,142,000 (2002 restated:
$68,258,000) and the number of 2,000,000,000
ordinary shares (2002: proforma weighted average
of 1,882,192,000 ordinary shares) in issue during
the year.

No diluted earnings per share is presented, as the
company has no dilutive potential
outstanding.

shares

CHANGES IN ACCOUNTING POLICY

In prior years, deferred tax liabilities were provided
using the liability method in respect of the taxation
effect arising from all material timing differences
between the accounting and tax treatment of income
and expenditure, which were expected with
reasonable probability to crystallise in the
foreseeable future. Deferred tax assets were not
recognised unless their realisation was assured
beyond reasonable doubt. With effect from 1 January
2003, in order to comply with Statement of Standard
Accounting Practice 12 (revised) issued by the Hong
Kong Society of Accountants, the group adopted a
new policy for deferred tax as set out in note 1(0).
As a result of the adoption of this accounting policy,
the group’s profit for the year has been decreased
by $1,804,000 (2002: increased by $1,786,000) and
the group’s net assets as at the year end have been
increased by $6,371,000 (2002: increased by
$9,684,000).

The new accounting policy has been adopted
retrospectively, with the opening balance of retained
profits and reserves and the comparative information
adjusted for the amounts relating to prior periods as
disclosed in the statement of changes in equity.

SEGMENT REPORTING

Segment information is presented in respect of the
group’s geographical and business segments.
Geographical segment information is chosen as the
primary reporting format because this is more
relevant to the group’s internal financial reporting.

10.

11.

12.

BRER

TR AR & F THAR I 7N 5 B AR R e
i F54,142,0007T (ZEZE —F F75:
68,258,000 ) X F AL 17 & MR
25 2,000,000,000% (ZZEZ —F: 1%
= kI $1,882,192,0000% T &
B st E

HRAARYEABZEHEZ ENR
MY E2INSREFTRF -
EBREH

REEFE EEHRRABRAEZE
LA KB & 5t IR R IR 05 AR

ZHRBEAREMELRBATZEEL
BE MAEEMNABEEZH AR
A BRI - BR IR L%Rlﬁéf%g%

EEEREA TER TSR
BELERAEE-B_TT=F—HA—
B RETEESHMASEMZ

SEEKERFE 1298 (LIEE]) - #han
B E1(0)FT 8 - AN SR B phiEIE B TR 4N
— BRI R AR EMNILIEE T
B AEBERKNFEZ &R D
1,804,0007C (=TT = F : B 0
1,786,0007T) * M A K B R KN FEF
#HzAEFERIE NG 371,0007T
(ZZZT 4 1 )09,684,0007T) °

ZHEFHRREEWER MFNZ
f%“”iﬁ?&ﬂ ERHELRENEER
BB R AT R B B 2 BURR IR 3

%%o

B E
MEHMERAEE AR EBDE
YA D BEREREED
HmESN RRASMEIHBEDS
SEZAHIFBHRE -

B Y



—ETE=-FF

12. SEGMENT REPORTING (continued)

(1)

&

T

(Expressed in Hong Kong dollars) (&A% )

12. O FHE (7

Geographical segments (i) 3 45, 5 B
The group conducts the majority of its AEBEFTEERERRE
business activities in three geographical areas, BEREBE=HMKEE - HHE
the PRC, Taiwan and Hong Kong. Segment BiEEPHREMWE S Mo 3
information is based on the area in which the BEREARZAKREEME
customers are located. Segment assets and i — 25 9 AT o R M1 55 EB &Y
capital expenditure are further analysed by DT :
the geographical location of the assets. An
analysis by geographical segment is as
follows:
2003
ZBBCF
PRC Taiwan  Hong Kong Other region Total
A BE Y- | EA Hit & @
$°000 $°000 $°000 $°000 $°000
Fr Fr Fr Fr Fr
Revenue from external K EMREF
customers WA 200,618 118,084 141 1,243 320,086
Other revenue A 14,224 5,419 396 70 20,109
Total revenue BRA 214,842 123,503 537 1,313 340,195
Segment result PEEE 55,126 38,393 (3,285) 279 90,513
Unallocated operating KB £7%
income and expenses W R H (6,982)
Profit from operations 4% & i 83,531
Finance costs BE R (6)
Income tax G (30,084)
Minority interests LPERRER 701
Profit attributable to el
shareholders 54,142
Segment assets IBEE 416,304 347,663 14,857 1,177 780,001
Unallocated assets FEREE 61,414
Total assets BEE 841,415
Segment liabilities PHAE 35,637 30,328 - 142 66,107
Unallocated liabilites ~ ABEE & 14,720
Total liabilities BwafE 80,827
Capital expenditure BARY 9,600 1,328 440 - 11,368
Depreciation and ERRH
amortisation 21,268 7,463 1,275 - 30,006
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(Expressed in Hong Kong dollars) (U&7t A& z)

12. SEGMENT REPORTING (continued) 12. B EHE (8)

(i)  Geographical segments (continued) (i) HiEFEIIP(E)
2002 (restated)
2T -F (87))
PRC Taiwan Hong Kong Total
B K =D N @t
$000 $000 $000 $000
T T T T
Revenue from external REMREP
customers WA 197,613 122,522 3,116 323,251
Other revenue BN 8,943 2,349 1,384 12,676
Total revenue UGN 206,556 124,871 4,500 335,927
Segment result HEELE 61,877 50,303 (9,516) 102,664
Unallocated operating REBEER M
income and expenses &g (8,090)
Profit from operations A 94,574
Finance costs BEKAK (428) (49) = (477)
Income tax Frig il (27,174)
Minority interests DYR R E = 1,335
Profit attributable to % 3R R 1 i 7
shareholders 68,258
Segment assets AHEE 413,180 364,657 13,599 791,436
Unallocated assets REEREE 79,734
Total assets BEE 871,170
Segment liabilities AHEE 52,080 38,583 2,581 93,244
Unallocated liabilities AERERE 13,790
Total liabilities BafE 107,034
Capital expenditure BARY 21,160 4,319 6,717 32,196
Depreciation and TEREH
amortisation 14,347 6,603 821 21,771




—ET=4R

(Expressed in Hong Kong dollars) (W%t 5% )

12.  SEGMENT REPORTING (continued) 12. ZWHE (&
(ii) Business segments (i) ZEBIIT
The group comprises the following main REEBREUTEEZEELD
business segments: il
= sale of cosmetic products and provision = HEXDEmRIEME
of beauty services A Bk %%
= leasing of investment properties = LG EYE
2003
—EE=F
Other Segment Capital
Turnover revenue assets  expenditure
EXE Higl A PHEE EXREX
$°000 $°000 $°000 $°000
Fr Fr Fr Fr
Cosmetic products and ~ XREmK
beauty services AR 320,086 16,416 634,328 11,368
Investment properties REME - 3,693 145,673 -
320,086 20,109 780,001 11,368
2002 (restated)
“ZZ_F(&F)
Other Segment Capital
Turnover revenue assets  expenditure
EEE Hith g A NEEE BARRX
$'000 $'000 $000 $000
Fr F7 F7 Fr
Cosmetic products and ~ ZAEMK
beauty services ZARS 323,251 10,448 650,956 32,196
Investment properties RENE = 2,228 140,480 =
323,251 12,676 791,436 32,196
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13. FIXED ASSETS 13. BEEEE
The group K&
Freehold
Properties Land and Machinery Furniture investment
under buildings  Leasehold and Motor and properties
construction 1% improvements  equipment vehicles fixtures  Sub-total EEXAEE Total
ERYNE  EEREM HEYR BERE RERE BARKE M zRENE &t
$000 $000 $000 $000 $000 $000 $000 $000 $000
Tr Tr Tr Tr Tr Tr Tr Tr Tr
Cost or valuation: RAGHE:
At 1 January 2003 R-2%5=%-f-A 1,513 148,229 53,396 10,975 5,275 56,286 275,674 140,480 416,154
Exchange adjustments ERAE - - 32 (3) - (7) 2 (42) (20)
Additions RE
- others -Hfh 12 - 7,129 2,674 - 1553 11,368 - 11,368
- through acquisition of -ERNERELA
subsidiary - - - 2,057 Y] 365 2,464 - 2,464
Disposals e (37) . (4609) (303 . (243) (5192 - (5,192)
Surplus on revaluation 2B - - - - - - - 5,235 5,235
Reclassification ENAE (1,488) - 1488 - - - - - -
At 31 December 2003 RZTE=F
+-A=1-8 - 148,229 57,436 15,400 5317 57,954 284,336 145,673 430,009
Representing: Rk
Cost A - 148,229 57,436 15,400 5317 57,954 284,336 - 284,336
Valuation - 2003 (note (b)) BE-Z3%=F
(K (b)) - - - = = = = 145,673 145,673
- 148,229 57,436 15,400 5317 57,954 284,336 145,673 430,009
Accumulated depreciation: R i &:
At 1 January 2003 R-2%=%-f-A - 12,810 12,089 5,874 2,051 21,144 53,968 - 53,968
Exchange adjustments ERAE - (5) (10) (1) (1) (20) (37) - (37)
Charge for the year rEEHE . 2,985 9511 1,262 809 8,517 23,084 - 23,084
Through acquisition of EANENBAT
subsidiary - - - 1,367 25 316 1,708 - 1,708
Written back on disposal HERER = = (1,028) (180) = (33) (1,241) = (1,241)
At 31 December 2003 RZZ2Z%
“A=1+-A = 15,790 20,562 8,322 2,884 29,924 77,482 - 77,482
Net book value: RERE:
At 31 December 2003 RZZTE=F
+-A=1-H - 132,439 36,874 7,078 2,433 28,030 206,854 145,673 352,521
At 31 December 2002 RZTZZE
+-A=1-8 1,513 135,419 41,307 5101 3,224 35,142 221,706 140,480 362,186




13.

FIXED ASSETS (continued)

(a)

(b)

(c)

The analysis of net book value of properties
is as follows:

Outside Hong Kong, held on

— freehold — KA ERE
— medium-term lease —HHHEE

Investment properties

Investment properties of the group were
revalued at 31 December 2003 by an
independent firm of surveyors, Vigers
Landmart Taiwai Limited, on an open market
value basis calculated by reference to net
rental income allowing for reversionary income
potential. The revaluation surplus of
$5,235,000 has been transferred to investment

properties revaluation reserve (note 30).

Leases

The group leases out investment properties
and certain land and buildings under
operating leases. The leases typically run for
an initial period of one to five years, with an
option to renew the lease after that date at
which time all terms are renegotiated. Lease
payments are usually increased annually to

reflect market rentals.

(Expressed in Hong Kong dollars) (L& A5 z)

13.

BE&E (4)

(a)

REBEBRINATINAAFE

(b)

(c)

MEZEREFEITAT:
2003 2002
—EE=F —ZE_F
$°000 $000
Fr FIT
185,883 181,263
92,229 94,636
278,112 275,899

REWE

RZEZE=F+ A =+—
B AEB s REYMFEHEL
B = AT LA BT B PR T B E R
BBERARZRARMERES
fh BE2ZABEAREEEZ
WAMBS WA FHEFTE-E
& 2 %45,235,000TC E B R EH
BB MES (M30) -

HE

AEERBELEHELERE
MEMETLHREEZSR
M- EMEZNT FH—K
R—ERF WRAERREHN
BERMAKRKEREE -HE
—REBFEN URBRT IS
He-
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13. FIXED ASSETS (continued)

(c)

(d)

(e)

Leases (continued)

The gross carrying amounts of investment
properties of the group held for use in
operating leases were $145,673,000 (2002:
$140,480,000). The gross carrying amount of
land and buildings of the group held for use
in operating leases was $12,817,000 (2002:
$9,908,000) and the related accumulated
depreciation charge was $937,000 (2002:
$502,000).

The group’s total future minimum lease
payments under non-cancellable operating
leases are receivable as follows:

Within 1 year —&R

After 1 year but within 5 years

Certain freehold investment properties of the
group with a carrying amount of $141,627,000
(2002: $137,581,000) are pledged to a bank.
The banking facilities granted by the bank
were terminated in 2002 but the charge has
not been released to facilitate application of
banking facilities in the future.

Certain fixed assets with a total carrying
amount of $22,655,000 (2002: $10,940,000)
were entrusted to the operators of the group’s
subsidiaries (note 16(c)).

—FRELFA

13.

BE&E (4)

(c)

(d)

(e)

HE (&)
AEERBEIEKERERRZ
K EYWERERETDRESR
145,673,000 (=TT —F:
140,480,0007T) * T A & B #F
BEREMERR 2T EE
EZ2EYWET®RMAELBR
12,817,000 (ZZE T = 4 :
9,908,000 T) ' MAE A R &I
EM X 8)A937,000T (=TT
— £ :502,0007T) °

AREBRBE R MEEEHE
PAE%BERNRERERIEL
BT

2003 2002
—EE=F —ETE—F
$°000 $°000

Fr For

5,102 2,752
7,939 3,248
13,041 6,000

ANEBRMEE141,627,0007T

—E T —4%:137,581,0007T)
CETAEBKAEEZEEY
EOHEBPF-—RBIT-BHEZR
RITBELEZRITBRECR =T
TTFRIE-HEBEBER AR
R LAERRPABZRTEE-

4 BR | {8 22,655,000 (=&
T —4:10,940,0007T) 2 & T
BEEERAEEETHEBEA
AliEEEEE (MsE16(c)) °



(Expressed in Hong Kong dollars) (W%t 5% )

14. INTANGIBLE ASSETS 14, BREEE
Patents Web site
and development Software
trademarks costs costs Total
BAREE PUBRZEEX R AR et
$'000 $'000 $'000 $'000
T T T T
Costs: B
At 1 January 2003 R-ZEE=%—F—H 1,266 4,551 644 6,461
Exchange adjustments ek (3) - - (3)
Additions NE 372 - 33 405
At 31 December 2003 RZZT=F
+-A=+—-H 1,635 4,551 677 6,863

Accumulated amortisation: 23

At 1 January 2003 R-EE=%—-F—H 182 910 103 1,195
Exchange adjustments iR (12) - - (12)
Charge for the year AEEFEH 1,465 910 102 2,477
At 31 December 2003 R-ZTE=F

+=A=+-8 1,635 1,820 205 3,660
Net book value: BREFE:
At 31 December 2003 RZEE=F

+=HA=+—-8 = 2,731 472 3,203
At 31 December 2002 RZEE_F

+-A=+-8 1,084 3,641 541 5,066
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15. GOODWILL

Cost:

At 1 January 2003
Exchange adjustments
Additions
— acquisition of subsidiary (note 31)
— acquisition of additional equity interests
in non-wholly owned subsidiaries
(note 16(b))

At 31 December 2003

Accumulated depreciation:
At 1 January 2003

Exchange adjustments

Amortisation for the year

At 31 December 2003

Carrying amount:

At 31 December 2003

At 31 December 2002

Goodwill is amortised to the consolidated income
statement on a straight-line basis over its estimated
useful life of five years. The amortisation of positive
goodwill for the year is included in “administrative
expenses” in the consolidated income statement.

15. @&

Ii

AR

R-_BE=F—HA—H

PE 5 3 &

RE
—WEEK B A Al (KfaE31)
— W2 A M B AR

R MR AN 2
(Btzt16(b))

R_EE=F+_A=+—H

ERBITE:

R-_ZZE=F—HF—H

P& & 3=

NG X

R-_EE=F+-_HA=+—H

REE:

R_ZEE=F+_-_A=+—H

RZEZEZF+-_A=+—H

Positive
goodwill
EBHE
$°000
T

11,360
2

6,114

10,756

28,228

160

(2)
4,445

4,603

23,625

11,200

BEAEGZINEGFAIERFHT
FREGRGEREH AFEZER
BEHEANGF AR WER TTHRAX]

Wo



16.

(Expressed in Hong Kong dollars) (W%t 5% )

INTEREST IN SUBSIDIARIES 16.
Unlisted shares, at cost JE TR - K AN E
Amounts due from subsidiaries FE U BT B 2 B B

Amounts due from subsidiaries are unsecured,
interest free and have no fixed terms of repayment.

The following list contains the particulars of
subsidiaries which principally affected the results,
assets or liabilities of the group. The class of shares
held is ordinary unless otherwise stated. All of these
are controlled subsidiaries as defined under note 1(c)
and have been consolidated into the group financial
statements.

RHE ARz
The company

KA T
2003 2002
—BB=F | —TT_F
$°000 $°000
Fr For
286,719 286,328
259,903 185,199
546,622 471,527

EWMB AR RAREER REK

TREIIHAKEXRE EEXRE
BEAFEZMNBARFE KIS
BEA ZRAKROEBHERER
B ZEARIE B FE(C)MAE
ZFEHIMB AR Y EHEEFTAR
SEBHK-
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16. INTEREST IN SUBSIDIARIES (continued)

Place of
incorporation
and operation

Name of company Note HRMHKL

LR Wizt RiBEHY

Shanghai Natural Beauty PRC
Cosmetics Company Limited hERE

LEEAZERERAA

Shanghai Natural Beauty (a) PRC
Sanlian Cosmetics Company hERE
Limited (“NB Sanlian”)

LBEAE=RIERERAR
([BRZ=HK])

Shanghai Natural Beauty (a) PRC
Qingbo Cosmetics Company hERE
Limited (“NB Qingbo”)

LEEAZRRERERAR
(TeREER])

Shanghai Natural Beauty Fansi PRC
Jewellery Company Limited* hEARE

LEARZRERERRAT

16.

Particular of
issued and fully
paid up capital/

registered capital
BRf&RRE/
AMERFE

1$$29,980,000
%429,980,0007T

RMBS,000,000
A 58,000,000

RMB5,000,000
AR H5,000,0007

RMB5,000,000
AR H5,000,00070

Principal activity
ITEH

Production and sale of
skin care and beauty

products
TERHEERR
XPEm

Wholesale and retail of
skin care and beauty
products; provision of
beauty treatments

HERTERER
£RER REXE
EER%

Wholesale and retail of
skin care and beauty

RMBRE 2= (8)
Proportion of ownership
interest
RERRLA
group’s held
effective by the  held by
interest company subsidiary
A58 K0T WELR
ERER FEER FiER
100% - 100%
90% - 90%
90% - 90%
products
HERTEERR
XPEm
51% - 51%

Sale of jewellery,
craftwork, adornment,
leather and horologe

HERE 1E2m
iim KERES



INTEREST IN SUBSIDIARIES (continued)

Name of company
ARER

Xi An Natural Beauty Mingyu
Cosmetics Company Limited”

BRERXATCERERAD

Qingdao Natural Beauty
Ornaments Company Limited*

ERARXBmERAF"

Nanjing Natural Beauty
Cosmetics Company Limited"

ERERAXERARRELR

Chengdu Natural Beauty
Cosmetics Company Limited*

RBEAXIERERAR

Note
Bzt

Place of
incorporation
and operation

AR T

REERY

PRC
TEAE

PRC

REAR

PRC
PEAR

PRC
PEAR

(Expressed in Hong Kong dollars) (L& A5 z)

16. RHBEATR 2R (8)

Proportion of ownership

interest
RARELA
Particular of
issued and fully  group’s held
paid up capital/  effective by the  held by
registered capital  interest company subsidiary
BRAMERE/ A%E A0 KWELT
AfEARE ERER FEER  FEER
RMB3,000,000 81% - 90%
AR 3,000,000
RMB4,000,000 81% - 90%
AR 4,000,000
RMB2,000,000 81% - 90%
AR 2,000,000
RMB2,500,000 81% - 90%
AR 2,500,000

i

Principal activity
ITEH

Sale of skin care and
beauty products and
related instruments;
provision of skin
care and beauty
consulting

HERERZBERR
XRENE REKE
BERERHA

Sale of skin care and
beauty products and
adornment

HERERZZEm
k&

Sale of cosmetic
products and
provision of beauty
treatments

HEXREmRRH
xhER

Sale of skin care and
beauty products;
provision of beauty
freatments and skin
care and beauty
consulting and
fraining

HERERZAEm
RUXRERNER
RERHARE
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(Expressed in Hong Kong dollars) (L&t A8 )

and operation

registered capital  interest company subsidiary

16. INTEREST IN SUBSIDIARIES (continued) 16. AMBARZHEZR (&)
Proportion of ownership
interest
BEEELA
Particular of
Place of issued and fully  group’s held
incorporation paid up capital/ ~ effective by the  held by

Name of company Note EMRY  BRTARKA/  AEE  ALF  WEAF  Principal activity
LR Wizt RiBEHY ARmEAFE EBRESR fHER fEER  IEER
Hainan Natural Beauty (b) PRC RMB2,500,000 81% - 90%  Sale of skin care and
Cosmetics Company Limited* hEAE  AR%25000001 beauty products:
AREAXIERERAR" provision of beauty
freatments and
beauty consulting
and training
HEEEREAER:
REXREEA
FRaAksE
Shenzhen Natural Beauty (b), (c) PRC RMB4,000,000 81% - 90%  Sale of cosmetic
Cosmetics Company Limited REAE  AR%4,0000001 products and
MITEAZERERAR provision of beauty
ireatments
HEXRERRERL
EY 31
Haerbin Sanlian Natural (b), (c) PRC RMB1,000,000 72% - 80%  Sale of cosmetic
Beauty Cosmetics Company hEAE  AK%1,0000007 products and
Limited (“NB Haerbin")* provision of beauty
BREZBAREER freatments
ERAA([AAZRAE])" HEXDEmREL
E 3
Ningbo Hai Shu Natural (b), (c) PRC RMB3,500,000 81% - 90%  Sale of cosmetic
Beauty Cosmetics Company hEAE  ARS500,0007 products and

Limited"*
EREBARZMERARAA"

provision of beauty
freatments

HEXREmRRH
P 35



16.

INTEREST IN SUBSIDIARIES (continued)

Name of company
ARER

Wuhan Natural Beauty
Cultural Development
Company Limited*

REBARANIER
BRA

Jiangxi Natural Beauty Sanlian

Cosmetics Company Limited”

TBEAX=RIERERAT

Tianjin Natural Beauty
Cosmetics Company Limited*

REBAXERERAR"

Wenzhou Natural Beauty
Cosmetics Company Limited”

BNTEARIERARAF"

Place of
incorporation
and operation

Note A
i3 REERY
(b), (c) PRC
GENGS

(b) PRC
hE AR

(b), (c) PRC
GENGS

(b), (c) PRC
hE AR

(Expressed in Hong Kong dollars) (L& A5 z)

16.

Particular of
issued and fully
paid up capital/

registered capital
BRf&RRE/
AMERFE

RMB2,500,000
AR 52,500,000

RMB3,000,000
AR 3,000,000

RMB2,000,000
AR 52,000,000

RMB2,000,000
AR 2,000,000

RMBRE 2= (8)
Proportion of ownership
interest
RERRLA
group’s held

effective by the  held by
interest company subsidiary
A58 K0T WELR
ERER FEER FiER
81% - 90%
81% - 90%
81% - 90%
81% - 90%

Principal activity
ITEH

Sale of cosmetic
products and
provision of beauty
treatments

HEXREmRRH
xRER

Sale of skin care and
beauty products;
provision of beauty
treaiments and skin
care and beauty
consulting and
fraining

HERERZRER
RUXNERNER
RERBARE

Sale of cosmetic
products and
provision of beauty
treatments

HEXREmRRH
xRER

Sale of cosmetic
products and
provision of beauty
freatments

HEXREMRERL
XhER
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(Expressed in Hong Kong dollars) (L&t A8 )

16. INTEREST IN SUBSIDIARIES (continued)

Place of
incorporation
and operation

Name of company Note HRMHKL

LR Wizt RiBEHY

Beijing Natural Beauty (b), (c) PRC
Cosmetics Company Limited hERE
(‘NB Beijing’)

IRBAZIERERAT
(TefzLRl)

Kunshan Natural Beauty (b), (c) PRC
Sanlian Cosmetics Company hEARE
Limited*

RUEAZ=BIERERAF"

Longyan Natural Beauty (b) PRC
Cosmetics Company Limited" hERE

ERAREMERARAA"

Xiangfan Natural Beauty (b), (c) PRC
Cosmetics Company Limited" hERE

FRBAXERARART

ANNUAL REPORT 2003

B A F 2 A ()

Proportion of ownership

16.

Particular of
issued and fully  group’s
paid up capital/ ~ effective
registered capital  interest
BRAMRRE/  A%E
AMEARE ERER
RMB20,000,000 72%

AR 20,000,007
RMB1,500,000 81%

AR 1,500,000
RMB800,000 81%

AR 800,000
RMB1,000,000 81%

AR 51,000,000

interest

BRRRLA

held

by the
company
ALH
fisEs

held by
subsidiary
WELR
figez 34

80%

90%

90%

90%

Principal activity
ITEH

Sale of cosmetic
products and
provision of beauty
treatments

HEXREmRRH
xhER

Sale of cosmetic
products and
provision of beauty
freatments

HEXREMRERL
XhER

Sale of skin care and
beauty products and
related instruments;
provision of skin
care and beauty
consulting

HERERZBERR
XREN REBER
eI

Sale of cosmetic
products and
provision of beauty
treatments

HEXREmRRH
XRER



16.

INTEREST IN SUBSIDIARIES (continued)

Name of company
ARER

Taiyuan Natural Beauty
Cosmetics Company Limited”

ARTERAXERARAF"

Changchun Natural Beauty
Cosmetics Company Limited"*

REEAXERARAR

Mudanjiang Natural Beauty
Cosmetics Company Limited”

RTHTAAXERERAA"

Lanzhou Natural Beauty
Cosmetics Company Limited”

BMERXEERERAR:

Note
Bzt

Place of
incorporation
and operation

gl

REEHY

PRC
TEAE

PRC
PEAR

PRC
TEAE

PRC
TEAE

(Expressed in Hong Kong dollars) (L& A5 z)

16.

Particular of
issued and fully
paid up capital/

registered capital
BRf&RRE/
AMERFE

RMB1,000,000
AR 1,000,000

RMB1,500,000
AR 1,500,000

RMB800,000
AR 800,000

RMB1,000,000
AR 1,000,000

i

Principal activity
ITEH

Wholesale and retail of
skin care and beauty
products; provision of
beauty treatments
and skin care and
heauty consulting

HERTEERRER
Em REXTER

BBNERREA

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

HERERZAEm
REZDERREN
BERERHA

Sale of cosmetic
products and
provision of beauty
freatments

HEXREmRIRH
XhER

RMBRE 2= (8)
Proportion of ownership
interest
RERRLA
group’s held
effective by the  held by
interest company subsidiary
A58 AAF KEAR
ERESZ FEER FEER
81% - 90%
81% - 90%
81% - 90%
81% - 90%

Sale of cosmetic
products and
provision of beauty
freatments

HEXREmRRH
P 35
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INTEREST IN SUBSIDIARIES (continued)

Place of
incorporation
and operation

Name of company Note HRMHKL

LR Wizt RiBEHY

Anshan Natural Beauty (b) PRC
Cosmetics Company Limited" hERE

BlmaAztEaaRAR"

Henan Natural Beauty (b), (c) PRC
Cosmetics Company Limited" hERE

MEEAZERERAR

Suzhou Natural Beauty (b) PRC
Cosmetics Company Limited* hEARE

ENBAZILERERAR

Kunming Natural Beauty (b) PRC
Cosmetics Company Limited* hEARE

EREAXIERARAR

16.

Particular of
issued and fully
paid up capital/

registered capital
BRf&RRE/
AMERFE

RMB1,000,000
AR 51,000,000

RMB3,000,000
AR 53,000,000

RMB1,200,000
AR 1,200,000

RMB1,000,000
AR 1,000,000

WK A 2 ()

Proportion of ownership

group’s
effective
interest
FEE
ERER

81%

interest

BRRRLA

held

by the
company
ALH
fisEs

held by
subsidiary
WELR
figez 34

90%

90%

90%

90%

Principal activity
ITEH

Sale of skin care and
beauty products and
related instruments;
provision of skin
care and beauty
consulting

HERERZBERR
XREN REBER
eSS

Sale of cosmetic
products and
provision of beauty
treatments

HEXREmRRH
XhER

Sale of skin care and
beauty products and
related instruments

HERERZBERR
£251

Wholesale and retail of
skin care and beauty
products; provision of
beauty treatments
and skin care and
beauty consulting

HERTERERZER
Em REXREEN
BERERH;



(Expressed in Hong Kong dollars) (L& A5 z)

16. INTEREST IN SUBSIDIARIES (continued) 16. AMBARZHEZR (&)
Proportion of ownership
interest
BEEELA
Particular of
Place of issued and fully  group’s held

incorporation paid up capital/ ~ effective by the  held by
and operation  registered capital interest company subsidiary

Name of company Note EMRY  BRTARKA/  AEE  ALF  WEAF  Principal activity

LR Wizt RiBEHY ARmEAFE EBRESR fHER fEER  IEER

Fuzhou Natural Beauty (b) PRC RMB1,500,000 81% - 90%  Wholesale and retail of
Cosmetics Company Limited* hEAE  AR%1,5000001 skin care and beauty

BMEAZERERA R products and related

instruments; provision
of skin care and
heauty consulting
HERTERERER
ERRERSMRE
BERERHA

LEARZERIERERAA PRC RMB500,000 81% - 90%  Wholesale and reail of
hREAE  ARE500,0007 skin care and beauty
products
HERTERERZER
Em
Shanghai Full-Beauty Cosmetics PRC US$1,408,000 100% = 100%  Production and sale of
Company Limited" REAE  ££14080001 skin care and beauty
LAEBLERBRAR" products
EERHERRRER
Em
Tsai Yen Ping Natural Beauty PRC US$180,000 100% = 100%  Investment holding
Cosmetics (Shanghai) Company hERE %4£180,00070 REER
Limited*

BRNBRZLER (LB)BRAR

Natural Beauty Cosmetics Taiwan NT$670,000,000 100% - 100%  Production and sale of
Company Limited (NB Taiwan’) ) i skin care and beauty

BAXILERRAERAR ([ARZAE]) 670,000,0007 products
TERHERRLRZR

Em
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16. INTEREST IN SUBSIDIARIES (continued) 16. AMBARZHEZR (&)
Proportion of ownership
interest
RERELH
Particular of
Place of issued and fully  group’s held
incorporation paid up capital/  effective by the  held by
and operation  registered capital interest company subsidiary
Name of company Note AL ERAMRRA/  KEE  ALA WEAF  Principal activity
L i3 REERY AfERRE ERER FER FEER  IERE
Tian Ran Mei Bio-Technology Taiwan NT$32,000,000 100% - 100%  Production and sale of
Company Limited aE i skin care and beauty
AAXENHERRERAH 32,000,000 products
FERHERERER
Em
Da Shun Development Taiwan NT$90,000,000 100% - 100%  Investment holding
Company Limited B ek REER
BERAERNARAR 90,000,007
Jiun Yuh Investment Taiwan NT$174,681,140 100% - 100%  Investment holding
Company Limited aE i3 REZR
FERERDERLA 174,681,1407C
Huei Yao Investment Taiwan NT$234,681,140 100% - 00%  Investment holding
Company Limited ) i3 RERR
BRERERNERAR 234,681, 1407
Wan Fang Investment Taiwan NT$242,681,140 100% = 100%  Investment holding
Company Limited aE fiak RELR
EnRERNERAH 242,681,140
Belem Holdings Sdn. Bhd. Malaysia MYR123,235,408 100% 100% - Investment holding
SRED Class B shares REER
MYR10,000
Class A shares
BRERAEH
123,235,4087t
ARE RS
10,0007t
Billion Synergy Sdn. Bhd* Malaysia MYR2 100% - 00%  Wholesale of skin care
SRESD ERETE and beauty products

hEEERXRER



INTEREST IN SUBSIDIARIES (continued)

Place of
incorporation
and operation

Name of company Note HRMHKL
L i3 REEHY
Ice Crystal Management Limited* British Virgin
KREBERAF Islands (“BVI")
ZEAREE
([XBERESE])
Great Glamour Company Limited* BVI
ZEAREE
Next Success International BVI
Limited* ABARES
Fortune Investment Global BVI
Limited* ABARES
Natural Beauty Bio-Technology (c) Hong Kong
(Hong Kong) Company &
Limited (“NB Hong Kong")
BRZENHE (BR) BRAA
([BEEAX])
* Company not audited by KPMG.

(Expressed in Hong Kong dollars) (W%t 5% )

16. MKBAT 2R (&)
Proportion of ownership

interest
RERRLA
Particular of
issued and fully  group’s held

paid up capital/  effective by the  held by
registered capital  interest company subsidiary
BRAMRRE/ AEE  ALF WEAF  Principal activity
AERRE ERER FER FEER  IERE

US$52,000 100% 100% - Investment holding
%£52,0001 RERR

US$50,000 100% 100% - Investment holding

%£4£50,0007 RERR
US$50,000 100% 100% - Investment holding
% £50,0007T RERR

US$50,000 100% 100% - Investment holding
% £50,0007T REBR

HK$10,000 100% = 100%
10,000% 70

Sale of cosmetic
products and
provision of beauty
treatments

HEXREmRRH
XhER

* WHMRFTHEFMEBLRERL

AR
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16.

INTEREST IN SUBSIDIARIES (continued)

Notes:

(a)

(b)

The group has entered into agreements with the
minority shareholders of NB Sanlian and NB Qingbo
to the effect that each of these minority shareholders
receive a fixed amount per annum and the group is
entitled to/responsible for the entire profits/losses
of the relevant subsidiaries for the whole duration
of the operating periods of the subsidiaries. The
fixed amounts paid/payable to these minority
shareholders of the subsidiaries as set out below

are recognised as minority interests in the
consolidated income statement.

Name

8

NB Sanlian BAE =B
NB Qingbo BAEERK

Acquisition of additional equity interests in non-
wholly owned subsidiaries

On 10 September 2002, 8 October 2002 and 28
October 2002, NB Sanlian and Chong Ming Sanlian
Investment Development Company (“Chong Ming
Sanlian”), an independent third party, entered into
25 Sales and Purchase Agreements (“S&P
with the respective minority
shareholders (“Vendors”) of the group’s subsidiaries
in the PRC (the “PRC subsidiaries”) to acquire the
equity interests of the PRC subsidiaries owned by
the vendors for a total consideration of $57,921,000
(of which the portion relating to the equity interests
to be acquired by the group amounted to
$41,106,000), and to assume all management and
operation rights of the PRC subsidiaries.

Agreements”)

As of 31 December 2002, the acquisition of 11 PRC
subsidiaries at a total consideration of $21,217,000
was completed. The acquisition of the remaining
14 PRC subsidiaries, was completed during the year
ended 31 December 2003 at a total consideration
of $19,889,000.

A

16. MR EBAT 2#ELE (B)

Mt et -

(a)

AEBEEAX=ZBREAXBERK
ZABBRRET W3 RIEZF W
R ELBBREEFRERERK
A ﬁ%ﬁﬁﬁﬁﬁ%@ﬂﬁflﬂiﬁﬂ
M-AEEE# BEWEA

*B/@%'/FSTWT@JEH%/FEH

TRZERBA %ZHX?E% KIH
&?éﬂ%\i‘%ﬁ’é% O B R B
Fixed amount Commencement
per annum date
BERREESF R l=R:]
RMB’000
ARKTFT
200 20 December 2001
—ET—F+=-A=+H
125 30 September 2002
—TE-_FNA=+H
(b) W2 EKH B AR ZEIMRARE
o
RZEE-_FNLA+H ZTZT=

F+ANBR=ZZEZE=F+A=+
NB BREZBERBIE=FH%
G =—HEEEELR ([RH=
B | ) B 7K 5 @ R T AR B K E Y BB
AR ([FREKRKENBAR]) &AH
ZLEBRRE([EH])FIL251HE
Enz ((EEHZE]) NBEER
WA 2R B KNS A B R A E
#® BR(BA57,921,0007T (B H %
RAEEEFUWE RAERE K
41,106,0007T) * 3 7 & A B A B fft
BAREHEEREERE-

R=ZBZT=_F+=-A=+—8" E
5E B U B 11 P AP B K B B B
%@1&%%21,217,000%04&?%?(@%
14T ERERBAR ERER
—EE=F+-A=+—RHULFE
SERK - 48K {E 519,889,0007T °



16.

—ET=54H

INTEREST IN SUBSIDIARIES (continued)
Notes: (continued)

(b)

(c)

Acquisition of additional equity interests in non-
wholly owned subsidiaries (continued)

Following these acquisitions, NB Sanlian owns 80%
of NB Beijing and NB Haerbin and 90% of the other
23 PRC subsidiaries, and Chong Ming Sanlian owns
the remaining 20% of NB Beijing and NB Haerbin
and 10% of the other 23 PRC subsidiaries.

Each of the 25 acquisitions was negotiated with the
25 minority shareholders independently on an arm'’s
length basis and on normal commercial terms. The
consideration was determined based on 200% of
the net asset value of the respective PRC subsidiary
attributable to the equity interest acquired as at 1
July 2002 as verified by a firm of PRC certified
public accountants.

In accordance with the S&P Agreements, NB Sanlian
started to share the results of the PRC subsidiaries
according to the new shareholding percentages
from 1 July 2002.

Assets entrustment agreements

In July 2002, NB Beijing entered into an Assets
Entrustment Agreement with Ms Wang On Cheung
(the “Operator”). Pursuant to the agreement, NB
Beijing appointed the Operator to manage and
operate its entire business (the “Entrusted Assets”),
including the provision of SPA and beauty services,
the sale of beauty and skin care products, the
provision of beauty training courses and the
provision of assistance to NB Beijing in the
development of the franchise network. The
appointment of the Operator is effective for a period
of five years and the operator is required to pay NB
Beijing an annual fee which is determined with
reference to the net asset value of NB Beijing at
the date of the agreement. The Operator is entitled
to retain any profits and is obligated to bear any
losses, excluding the depreciation of fixed assets,
arising from the Entrusted Assets under the
Operator’s management and operation. NB Beijing
retains the title to the fixed assets. As security for
the Operator’s obligations under the agreement, the
Operator is required to place a security deposit
with NB Beijing. Ms Wang On Cheung was a director
of NB Beijing until her resignation on 15 September
2002.

(Expressed in Hong Kong dollars) (L& A5 z)

16.

RH B AR 2B (4

Tl

Kt (8&)

(b)

(c)

W2 BB AT ZBIRAE
= (%)

RREZ BAE=BMBEFEARE
IR R BEAERRE 280%ERE X
H {th 23 o B ABEKT B A 8] 290%
Bam mMEBA=HEESBEAZILR
REBAREVBBHB20%ERS RHE
fth 23R B ARENT B A B E R 10%
WS o

NN GE B FiZ25T8 R EE EH25% b
BREIR A FHEREER — R
BHRBIEE - REREBRSTFEK
BeE Bt B8 22 ) FE 4 P MR BB AR AN A A
—ET_FLA—HNEEFME
(BB AERESHAZE) B
200%% € °

REEEHZE BT _F+ A
—Hi BAZ =R EIRERN
P LL 01 0 = o B K B Fft 88 2 ) Y
ES L

EEZEEREHEH
R-ZBT_F+ A aAFIERE
FTRHELE([REEFIVEE
RIEREMH-REBEZ W BAE
EREEREEEEREEESE
B ([XREEBEE]) BREEHR
SPAR R HEXBREE
Em REXTEIRERRER
MBREPERBEARIERERS
R-REEANAHAF MREE
ARMBARLERINFE BEHF
BroEafxdtmRNpHA R
EEFEEE KEEBRRHE
EEREEEERKEZRTEESR
EMERDE A IR A A G B
BiE-ETEREEEENE-BA
XUARRBEEAECEEMAE-1ER
ReEERBEZBARAZEREEZE
M REEAERBARIERIEHER
B - TRHLEIR/EARILERE
2 HERR-ZZ_FAA+A
BEERL-

103
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(Expressed in Hong Kong dollars) (U&7t A& z)

16. INTEREST IN SUBSIDIARIES (continued) 16. RMBAR R (&)

Notes: (continued) Mtax: (&)

(c) Assets entrustment agreements (continued) (c) BEZELSEHE (B)
In addition to the above, certain other subsidiaries Br Bt F AN B T H ALK B QRN
have also entered into Assets Entrustment RE PR 2 GREZREEE
Agreements with various operators on terms similar FIVEEZRKEEHE -8B TS
to those described above. Some of the operators ERBEHENB AR DR
were the former minority shareholders of the Bﬁeif R EW SN ZEW B
subsidiaries concerned. In addition to the annual NARBZEBBHZFERE S EKR
entrustment fees, certain assets of the subsidiaries RRERTEEDERTRKESE
such as inventories, trade receivables etc at the BRBHA19,379,0007T 557 &
date of the agreement were transferred to the RAEFHEHI -

operators for a total consideration of approximately
$19,379,000 payable in instalments over the next

five years.
The Operator of NB Hong Kong was Ms Niu Jia Lin, %%E%%Z”“%%ﬁ%%@w‘i
a former general manager of NB Hong Kong. In IR SR SRy -
March 2004, the assets entrustment agreement was FoR BEZILERE EE E 7)‘
assumed by Ms Wang On Cheung, the operator of FhtRKEEET TR LT EE
NB Beijing.
The impact of the assets entrustment agreements BEZEKEHEHVBRER 2
on the financial statements are summarised as LT
follows:
2003 2002
—EE=fF —ETF
$°000 $000
Fr T
Net book value of fixed assets entrusted XaBEEEEZ
REHE 22,655 10,940
Assets transferred to operators ERERTREEZEE 19,379 -
Entrustment fee income for the year REFEELE
W & 4,784 1,979
As at 31 December, the following outstanding R+—A=+—H U TFTELBEE
balances arising from the assets entrustment EEALERBE K EERERE
agreements with operators are included as other SREFTAZE B BERIIEEMER
receivables in the balance sheet: BR 3K
2003 2002
—EE=fF —ETF
$°000 $'000
Fr Fr
Entrustment fees receivable FEU T W E 4,732 1,979
Consideration receivable for transfer of EEEETREEZ
assets to operators included under FEWARAE (B 1E
other receivables H g U BR 3K
— due within one year ——FRNHH 6,134 -
— due after more than one year ——FR%3H 8,739 -
19,605 1,979




17.

18.

INTEREST IN ASSOCIATE

Share of net assets

(Expressed in Hong Kong dollars) (L& A5 z)

The particulars of the associate, which is an unlisted

corporate entity, are as follows:

Name of associate
BeENTER

Shanghai Rui
Mei Medical and
Health-care
Company Limited
FEmEBRRE
BRAR

Form of
business
structure
EX o1

B

Incorporated

FE M A 32

INVESTMENT SECURITIES

Unlisted equity securities

I EMRAE S

17. REBE QAR ZER
2003 2002
—EE=F —EE-F
$°000 $°000
FT For
EIEEEFE 942 942
BE NG RIFLMEEER FHEW
T~
Place of Interest
incorporation Particulars of held
and operation paid-in indirectly Principal
A & capital i#&E  activity
s BMAEXRFHE i TEXK
PRC RMB5,000,000 20% Provision
of health
care services
LaEyN AR REREER
5,000,0007C PR 7%
18. REXRH
The group The company
P-4 YNNG
2003 2002 2003 2002
“EE=fF| ZZ2T-F | CZBB=fF | —TT_%
$°000 $'000 $°000 $'000
Fr T Fr T
11,282 11,282 6,786 6,786

The directors have reviewed the carrying amounts

of these investments and consider that provisions

are not required.

EFCEHRFRENEEE LR
RBAELREE
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(Expressed in Hong Kong dollars) (L&t A8 )

19.

20.

21.

OTHER ASSETS 19.

Other assets represent the consideration paid for
acquisition of additional equity interests in certain
non-wholly owned subsidiaries at 31 December 2002
(note 16(b)). The acquisitions were completed in
2003 and the amounts capitalised as investments in
subsidiaries.

CURRENT INVESTMENTS 20.

Other securities (at market value) HME % (RHHE)

Listed equity securities BAELIIM R Z
outside Hong Kong ETRAREF

INVENTORIES 21.

Raw materials JR A K

Work in progress £ E m

Finished goods EE X &

Included in the above balance are inventories of
$8,934,000 (2002: $8,107,000), stated net of a
general provision, made in order to state these
inventories at the lower of their cost and estimated
net realisable value.

Hth&EE

HWEEER ST _F+=-A=+
—AEETIHEZ2EANBRR 25
AR 2 TSR E (H5E16(b)) ° 7%
EWHEER _ZZT=FZK BEX
BRAEER NERWBARZEE-

BERE
2003 2002
—EE=F —EEF
$°000 $°000
Fr For
67,642 88,133

FE

2003 2002
—EE=F —FE-F
$°000 $°000
Fr Fr
30,139 24,778
2,738 2,065
29,829 25,875
62,706 52,718

&S BIETFE8,934,0000T (=&
T —:8,107,00070) IR BEGTE
RARME B FEIRESE &
Mk — R REHEY R



22.

TRADE AND OTHER RECEIVABLES

Trade receivables

Prepayments and deposits

Advances to third parties

Financial refunds receivable
(note 3)

Other receivables

B 5 UK
BNRERAE
BRFE=T

Ui R (KAt 3)

A FE YR 3R

(Expressed in Hong Kong dollars) (W%t 5% )

The ageing analysis of trade receivables

follows:

Within 6 months
6 to 12 months
11to 2 years
Over 2 years

22. BEFRHMEWERER
The group The company
rEH b NN
2003 2002 2003 2002
“EE=F| —ZET-F| ZEE=f| —TT-F
$°000 $'000 $°000 $'000
Fr T Fr Fr
68,254 47,962 - =
27,405 29,894 - =
208 6,841 - =
11,839 3,299 - -
22,953 13,136 1,836 424
130,659 101,132 1,836 424
is as BHREWERFRESTWOT:

2003 2002
—EE=F —EE-F
$°000 $°000
F FIT
618 A K 63,249 47,962
6= 121& A 4,171 =
1224 669 -
2F A E 165 =
68,254 47,962

Trade receivables, which generally have terms of

one to six months, are recognised in the balance

sheet at original invoice amounts less provisions for

overdue debts which are considered by the directors

as doubtful.

BIRWER —REEHS—ZEXE
A NDEREZEREEASBRE
ZEMEGRE REERERER-
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23. CASH AND CASH EQUIVALENTS

Deposits with banks and
other financial institutions
Cash at bank and in hand

RITREA
MBRETR
ROTRFHERS

24. TRADE AND OTHER PAYABLES

Amounts due to subsidiaries

Amounts due to related
parties

Trade payable

Deposits from customers

Other taxes payables

Other payables

JE A5 B8 22 B RR X
ERBERRARK

B 7R IRR
EF#E
A 9 B IR B
A FE AT R R

23. BREeRALEEY
The group The company
X5H b NN

2003 2002 2003 2002
Z2F=HF | _TT_F | ZBBZF _ZTIT_H
$°000 $'000 $°000 $°000
Fr Fr Fr Fr
7,967 60,144 7,967 60,144
162,298 156,634 - -
170,265 216,778 7,967 60,144

24, BEZRHMENSERER

The group The company
N3 | b YN

2003 2002 2003 2002
“2%=F | —ZE-F | ZEBZF C"ETIT_F
$°000 $000 $°000 $'000
F FIT Fr Fr
- - 523 -
29 716 - 716
7,423 15,001 - -
7,568 11,675 - -
9,640 9,323 - -
29,015 32,772 1,777 700
53,675 69,487 2,300 1,416
FERTH B AR K& N E R A EE

Amounts due to subsidiaries and related parties are

unsecured, interest free and repayable on demand.

All of the other trade and other payables are

expected to be settled within one year.

B RS WRRBERER

TRHMA Mt E 5 K& H AR
R—FERBE-



24.

25.

26.

TRADE AND OTHER PAYABLES (continued)

The ageing analysis of trade payables is as follows:

Within 6 months 6fE B K

6 months to 1 year 6fEl A 214

1 to 2 years 1224

DEFERRED INCOME

Prepaid treatment fees BRERE

Gross profit from barter transactions E#2% 5 2 EF|
(note 1(g)(iv)) (K&t 1(q)(iv))

EMPLOYEE RETIREMENT BENEFITS

(a) Defined benefit retirement 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.

(Expressed in Hong Kong dollars) (L& A5 z)

24.

25.

26.

BEZRHMEMNKRR (&)
BIRMNERZIRE DT

==

(a)

2003 2002
—EE=F —FE-F
$°000 $°000
Fr Fr
7,301 14,998
103 3
19 =
7,423 15,001

E IR =
2003 2002
—BB=F | —TT_F
$°000 $°000
Fr For
4,771 13,326
473 5,320
5,244 18,646

RIKE R
EEBEAEMKE

AEERENBARRERE
BEEEE (KEFT) 2MH R
BAREE mEBREEREMH
‘- ANEEBERITREE
ERMESXNEERERSZ
BM - AKBERRZEERFE
REENMAEZ B DL A
FoiEho%ftRe
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26.

EMPLOYEE RETIREMENT BENEFITS (continued)

(a)

Defined benefit retirement plan (continued)
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 2003 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 21% (2002: 22%) covered by the deposits
paid with the Central Trust of China, a
government institution.

(i) The amounts recognised in the balance
sheet are as follows:

Present value of obligations
Fair value of plan assets
Net unrecognised actuarial

gains/(losses)

BRE

AEEEATE

RERBE W,
(E#E) 28

26.

3=

(a)

RKER (E)

EBEBARKTE (B)
REERRAKSFTEAREZE
BERE DREEERRBAE
HRst iR R EES Z B
BAEF 2 EAE BEAREA
S EAETRE  MEMG
BEEZ A TEANGHEAR-
ERGtEBRaEBBEEMEKA
A BEMNAENKAIEFE R
—EZE=F+-_A=+—HZ
BEMEEREN SRS
ZPHRERBIENT ®AE
Taiwan Enrolled Pension
Actuaryz € B-fEEHEBR
ERBNERAGEIET ZEE
EBHEB21% (=TT = F:
22%) HENBF#ERRIE
ERCEER

(i) REEBEREER

SEEMT:
2003 2002
—EE=F —FE-F
$°000 $°000
Fr Fr
9,755 10,313
(2,001) (2,222)
622 (493)
8,376 7,598




26.

EMPLOYEE RETIREMENT BENEFITS (continued)

(a)

Defined benefit retirement plan (continued)

(i)

(i)

(continued)

A portion of the above liability is
expected to be settled after more than
one year. However, it is not practicable
to segregate this amount from the
amounts payable in the next twelve
months, as future contributions will also
relate to future services rendered and
future changes in actuarial assumptions
and market conditions.
Movements in the net liability
recognised in the balance sheet are as
follows:

At 1 January
Contributions paid to scheme
Expenses recognised in the

income statement (note 4(b)) (K&t 4(b))
Exchange adjustments ME 3, 38 B

At 31 December

(Expressed in Hong Kong dollars) (W%t 5% )

26.

R—H—H
EENEIE KN
R as R ER 2

EBERKBR (B)
ERBENERMNTE ()

(a)

K+=A=+—~

(i)

(%)

LB A ERHER —
Frff-RM DFHE
BZEBUARREL
“EAZEMNEBET
DER RARBRHE
RS AR 2 AR
B RRERRZAKE

EUNS ARk
(in REEAGBRERZE
BEFBEEMOT
2003 2002
—EE=E —EFE—F
$°000 $'000
Fr For
7,598 6,776
(360) (351)
1,138 1,102
- 71
8,376 7,598
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(Expressed in Hong Kong dollars) (U&7t A& z)

26. EMPLOYEE RETIREMENT BENEFITS (continued) 26. EE

(a) Defined benefit retirement plan (continued) (a)
(i) Expenses recognised in the
consolidated income statement are as

follows:

Current service cost S N

Interest cost B A AR

Actuarial expected return FEEECRE
on plan assets 8 B [B] ¥

Net actuarial losses recognised T R 15 E E 18 %5

The expenses are recognised in the
following line items in the consolidated
income statement:

Cost of sales iK1 %N
Distribution costs SaN i) %N
Administrative expenses TR X

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
net income of $29,000 (2002: $31,000).

EARER ()

ERBENERMNTE ()
(i) MNEAKERERZHA

NS
2003 2002
—EE=F —FE-F
$°000 $°000
Fr Fr
1,086 867
384 327
(72) (45)
(260) (47)
1,138 1,102

RERE W R RIERZ LA

THEERX:
2003 2002
—EE=F —FE-F
$°000 $°000
Fr Fr
781 718
317 265
40 119
1,138 1,102

EEECZERER
(BT RFEEERTE
BzHRBEE8 HETEE
BERRBERHER) BK
AEEE29,000T (= F
T — £ :31,0007T) °



EMPLOYEE RETIREMENT BENEFITS (continued)
(a) Defined benefit retirement plan (continued)

(iv)

The principal actuarial assumptions
used were as at 31 December 2003

(expressed as weighted averages) are

(Expressed in Hong Kong dollars) (L& A5 z)

26. EERNKER (&)
(a) TEEBFBRKEE(E)
(iv) RZZEZ=F+=A=
T—HRAZEERE
R 2% (A0 #E 15 85

as follows: )R
2003 2002
—EER=F —EEF
Discount rate X 3.50% 3.75%
Expected rate of return FrEIEETERE
on plan assets W= 2.75% 3.75%
Future salary increases KRR E 4 2.50% 2.50%

(b) Defined contribution retirement plans

(i)

The group also operates a Mandatory
Provident Fund Scheme (“the MPF
scheme”) under the Hong Kong
Mandatory Provident Fund Schemes
Ordinance for employees employed
under the jurisdiction of the Hong Kong
The MPF

is a defined contribution

Employment Ordinance.
scheme
retirement scheme administered by
independent trustees. Under the MPF
scheme, the employer and its
employees are each required to make
contributions to the scheme at 5% of
the employees’ relevant income, subject
to a cap of monthly relevant income of
$20,000. Contributions to the scheme

vest immediately.

(b) EEMFKEBIKE

(i) AEETRESESESSG
MATERF EHEG AR
BB EBIGHAETS A
FERMEAZEIXR
VAN - Rl
([BEEETE]) -RFE
CEHEABBBUIETA
B2 E BB FRIKET
gl-RiERESFE B
ETREBEEBEAMGE
eI 1E B AR AS%
ZHF - BABHEKA
R & 20,0007T ° 5t &
HAEEEEES M
ﬁo

113



1 1 4 NATURAL BEAUTY BIO-TECHNOLOGY LIMITED

ANNUAL REPORT 2003

(Expressed in Hong Kong dollars) (U&7t A& z)

26.

27.

EMPLOYEE RETIREMENT BENEFITS (continued)
(b) Defined contribution retirement plans
(continued)
(i) As stipulated by the regulations of the
PRC, the group participates in various
defined contribution retirement plans
organised by the relevant authorities for
its PRC employees. 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.

EQUITY COMPENSATION BENEFITS

Pursuant to the company’s share option scheme
approved by a resolution of the shareholders of the
company dated 11 March 2002 (the “Share Option
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. The Share
Option Scheme will 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 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 Share Option
Scheme may be determined by the board of directors
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 SEHK’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 SEHK’s daily
quotations sheets for the five business days
immediately preceding the date of grant of the
relevant option.

No options have been granted by the company under
the share option scheme since its adoption.

26.

27.

BERKEFR (B)
(b) EHEMHFEAKEE

(&)

(i) AEESREFBEDER
RERETEERZM
EEBERERAKRZ
E R FRRKET Bl AL
BARETHEELER
HPBEB 2% & B4
B T 2R b AR R G 8
R R bt 2 6 2 5K
S AN SR A 4 B 5% AT
BB HEMRKER
HREKNE F-

% 7= % {E 18 F
BEAAGRFBABAHR-ZTT =
FZAT—RAZABRFAMAERADA
RS ([ERERE])  KNAF
ARAARSENBERARZRES
(BREATHRIERTES) RHER
EREHERZERBERERIABT
ZRERBERHD BREFEHAE=Z
ZF=A+—HRBRI0FHERDA
BR-BERHZERBAINREAAAE
EeE CRSFHETUTE IR
REERERANSSAZA ERE
AR TS EN B ARER L A Hfe
P10 -BIREFEIIBE T 2RMNDRE
BRHRESG2ERNBEER ERNT
ABERTAEERATRSE ()&
LEREER (BWAREER) BB
RIS REBRABRHKTE: &
O)EERLEHEBRERD B A @S
XHEABMIMEAMERABRKRMD
W TE-.

BERMABERESEE AQAYER
BT EIR  E B



(Expressed in Hong Kong dollars) (L& A5 z)

28. INCOME TAX IN THE BALANCE SHEET 28. BEEBBRZBH
(a) Current taxation in the balance sheet (a) BEBEBXRZNHHER:
represents:
The group
rEE
2003 2002
—EE=F —TE_F
$’000 $’000
Fr For
Provision for Hong Kong BEFSHEHE
Profits Tax - =
Taxation outside Hong Kong EBIR N IR 13,532 11,303
13,532 11,303
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(Expressed in Hong Kong dollars) (L&t A8 )

28. INCOME TAX IN THE BALANCE SHEET (continued) 28. EBEEE&BRZEBH (&)

(b)  Deferred tax assets and liabilities recognised: (o) EHR2ELTEEERSE
f&:
The group K £
The components of deferred tax (assets)/ REEBBERBRZELENRIE
liabilities recognised in the balance sheet and (BE) /aEHEKIH RFA
the movements during the year are as follows: BT
Tax Other
losses Defined Unrealised short-term
Provision Revaluation brought benefit  profits on  temporary
for bad and of forward liability inventories differences
doubtful debts  properties &l RE X285 HttES Total
REBRE EfNE  HEFR RARE FHEN  EINEE @it
$000 $000 $000 $000 $000 $000 $000
T T Fr T T Fr T
Deferred tax BERERE:
arising from:
At 1 January 2002 RZZEE-F
—A—H
- as previously ~-MAAEER
reported - 1,022 - (1,694) - (348) (1,020)
~ prior period -LBAE
adjustments (199) 294 - - (7,799) 17 (7,687)
~ as restated ~ & (199) 1316 - (1694)  (7.799) (331)  (8707)
Charged/(credited) REAKER
to consolidated n/ GrA)
income statement (142) 101 (126) (195) (1,185) 3 (1,544)
Credited to reserves REEEEA
(note 30) (Kiz£30) - (211) - - - - (211)
Exchange ERRE
adjustments - - = (19) = (9) (28)
At 31 December RZTTZE
2002 (restated) +-A=t+-H
(251) (341) 1,206 (126)  (1908)  (8,984) (337)  (10490)
At 1 January 2003 RZZEF=F
-A—H
- as previously -MRHER
reported - 1,280 (126) (1,908) - (52) (806)
- prior period THRE
adjustments (341) (74) - - (8,984) (285) (9,684)
- as restated - EJl (341) 1,206 (126) (1,908) (8,984) (337) (10,490)
Charged/(credited) REahax
to consolidated nk/ (GrA)
income statement (405) 102 - (186) 1,582 (976) 17
Charged to reserves R B3R
(note 30) (Kiz£30) = 539 - = - - 539
Exchange ERRE
adjustments - - - - - 9 9
At 31 December RZZE=F
2003 +-F=1+-H (746) 1,847 (126) (2,094) (7,402) (1,304) (9,825)




(Expressed in Hong Kong dollars) (W%t 5% )

28. INCOME TAX IN THE BALANCE SHEET (continued) 28.

(b)

Deferred tax assets and liabilities recognised:
(continued)

Net deferred tax asset REEBEBEXRER
recognised on the RIETIEE E/FE
balance sheet

Net deferred tax liability REEBBERERZ
recognised on the REEFIEAEFE

balance sheet

Deferred tax assets not recognised:

The group has not recognised deferred tax
assets in respect of tax losses of $50,742,000
(2002: $26,696,000). The Hong Kong tax
losses of $14,859,000 (2002: $12,120,000) do
not expire under the current tax legislation in
Hong Kong and all other tax losses will expire
in 2004 to 2008.

BEEBRZFEHR (B

(b)

ERRBRZELEHBEERSE
f&: (%)
The group
rEE
2003 2002
—EE=F —BE_F
$°000 $°000
FT T
(11,672) (11,696)
1,847 1,206
(9,825) (10,490)
ARERELENIAE E -

KNEBE W ERHEEIB
50,742,000C (=TT = :
26,696,0007T ) fE R & IE %1 1R
BE-REBBBRITRE LG
% 118 5 18 14,859,0007T

— 2T~ 4 :12,120,0007T)
WRERM MABEMBTIES
BABR -_TZTMFE-TT

I\ &
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29. SHARE CAPITAL 29. KX
2003 2002
“RE=F ¥ k2
No. of shares $  No. of shares $
RO EE T RO EE T
Authorised: EERA:
Ordinary shares of BREET
$0.1 each Lk 4,000,000,000 400,000,000 4,000,000,000 400,000,000
Issued and fully paid: BROTRMR:
At 1 January/incorporation w—A-R/
T Ak Sz 2,000,000,000 200,000,000 1 0.10
Capitalisation issue BALET
(note (a)) (K5t (a) - - 1,499,999,999  149,999,999.90
New issue on public offer ARABERBITIR
(note (b)) (HtiE(b) - - 500,000,000  50,000,000.00
At 31 December Wt+=-A=+—-H 2,000,000,000 200,000,000 2,000,000,000  200,000,000.00
Notes: Bt -
(a) Pursuant to a written resolution of the sole (a) BEAAFE—RRR =TT =F

shareholder of the company passed on 11 March
2002, the authorised share capital of the company
was increased from $390,000 to $400,000,000 by
the creation of an additional 3,996,100,000 new
shares. On the same date, pursuant to a group
reorganisation in connection with the listing of the
company’s shares on SEHK, the company allotted
and issued:

(i) 1,118,595 shares, credited as fully paid at
par, to Efficient Market Investments Limited
(“Efficient Market”) in consideration for the
acquisition of 45,500 shares and 6,500
shares of US$1 each in Ice Crystal
Management Limited (“lce Crystal”),
representing the entire issued share capital
of Ice Crystal, from Dr Tsai Yen Yu and Su
Chien-Cheng respectively;

ZRAT - HBEBENEERER &
~ AR E R OK FE O OB
3,996,100,0000% #f A% 15 £ 390,000
JT 3% %2 400,000,0007T ° [A B + R
MARB DR BB LM
ETZEBEER ARAARE K%
11:

(i) 1,118,595 R = HI B A AR 7]
R R Z R D T Efficient
Market Investments
Limited ( [ Efficient
Market] ) - fE & MK K 1E
& R #R 22 9 Bl W BE K &
EBEBRAA([KEE
2| BREBEES1THR
17 45,5000% & 6,5004% (48
ERNKBEEREE BT

BeA) ARAE



29.

SHARE CAPITAL (continued)
Notes: (continued)

(if)

(iif)

(iv)

2,781,403 shares, credited as fully paid at
par, to Efficient Market in consideration for
the conversion of 123,235,408 issued shares
in the capital of Belem held by Efficient
Market to Class B shares;

1 share credited as fully paid, to Efficient
Market at the direction of Dr Tsai, Lee
Ming-Ta, Su Chien-Cheng and Su Sh-Hsyu
in consideration for the transfer of 12,500
shares of US$1 each in Great Glamour
(“Great
representing the entire issued share capital

Company Limited Glamour”),
of Great Glamour, from each of Dr Tsai, Lee
Ming-Ta, Su Chien-Cheng and Su Sh-Hsyu
to the company; and

1,496,100,000 shares credited as fully paid
to Efficient Market by capitalising the share
premium account of the company.

The value of shares of the subsidiaries received as

determined by the directors in excess of the par

value of shares issued to Efficient Market amounting

to $136,328,000 was capitalised as share premium.

On 28 March 2002, 450,000,000 shares were issued
under private placement and 50,000,000 shares

were issued to public, all at a premium of $0.45

each.

(Expressed in Hong Kong dollars) (W%t 5% )

29.

R ()
tiE: ()

(i) 2,781,403 IZ A A A BR %)
B R 2’5 T Efficient
Market * {E & # Efficient
MarketFfT % & Belemfi% 2 A
#9123,235,4080% B % 17 A%
MABREBBRAONRE:

(i) IREBEELT FHE -HEHN
R FHENERICE R
T—RARIAHR 2K
19 FEfficient Market * {E4&
HmEEL FTHE HEH
R #5558 % 12,5000%
ERMEME XL 17THGreat
Glamour Company
Limited( [ Great
Glamour]) & 7 (48 & R®
Great GlamourZ® ZB & 217
BRA) BETARARNR
B: R

(iv) FEBEARR ARG B R E
7t & 7+ [A) Efficient Market
it 3 % 3 47 1,496,100,000
ARSI ABH R 2 KRMD-

HNEARIME WEAERET A
A B 1T T Efficient MarketZ Bx {7
T {A 2 136,328,000 T R H EED
AR TR AR D V5 (B o

RZZBETE_F=A=-_1+/\B £&A
AN ARE R R BT
450,000,000/% & 7 * LA R AR A
+ 2 7750,000,0008% f% 17 * & &6 A%
LA % EFRR0.45 T BR 5% o
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(Expressed in Hong Kong dollars) (L&t A8 )

30. RESERVES
The group

At 1 January 2002

- as previously reported

- prior period adjustments
in respect of deferred
tax (note 11)

- as restated

Exchange difference on
translation of financial
statements of overseas
subsidiaries

Premium arising from new
shares issued on
11 March 2002
(note 29)

Premium arising from new
shares issued on
28 March 2002
(note 29)

Share issuance expenses

Revaluation deficits,
net of $211,000
deferred tax (note 28)

Profit for the year
(as restated)

Transfer to statutory
reserve

Dividends declared in
respect of the current
year (note 9)

At 31 December 2002

ANNUAL REPORT 2003

30. f#fE
G3 3
Investment
properties
revaluation
Capital Share reserve  Statutory Exchange  Retained
surplus  premium  RENE reserve  reserves profits Total
EAB% ROEE EMRE  iERE  HERE REBEERA @zt
$000 $000 $000 $000 $000 $000 $000
Fr Fr Fr Fr Fr Fr Fr
KW=Z2-F-A-H
~WAAZR 42,554 = 12,243 28,402 (20,796) 105,612 168,015
- BHEEREL
BEMARE
(HaE11) = = (869) = - 8,556 7,687
-7l 42,554 = 11,374 28,402 (20,796) 114,168 175,702
BN E D A2 B
BREANEZE
= = = = 2,890 - 2,890
RZEZ-_£=f+—-H
EOMRNMELRE
(Krit29)
- 136,328 - - - - 136,328
RZTT-F=A=+/\A
BOMRNMELRE
(Krit29)
- 225,000 - - - - 225,000
FARHER = (24,570) = = = = (24,570)
EffEM ENRETHE
211,0007c (Hf7£28)
= = (1,834) = = = (1,834)
AERRM (E5])
= = = = = 68,258 68,258
BREELERE
= = = 15,932 = (15,932) =
AEREERRT
(Krit9)
= = = = = (37,960) (37,960)
RZBZ_%F
+-F=1+-H 42,554 336,758 9,540 44,334 (17,906) 128,534 543,814




RESERVES (continued)
The group (continued)

At 1 January 2003

- as previously reported

- prior period adjustments
in respect of deferred
tax (note 11)

- as restated

Dividends approved in
respect of the
previous year (note 9)

Exchange difference on
translation of financial
statements of overseas
subsidiaries

Revaluation surplus
(note 13(b)), net of
$539,000 deferred tax
(note 28)

Profit for the year

Transfer to statutory
reserve

Dividends declared in
respect of the current
year (note 9)

At 31 December 2003

R-EE=F—-F—H

~WNEZH

-BRERREL
BEMARE
(BiE11)

- BJl
LEEBHERT
(Ht9)

BT
2B BRE
EXFEZE

EHRA (HF130b))
EHRELHE
539,000 (Kz#28)

REREM
BRELTERE

AEREERKRA
(H9)

Investment
properties
revaluation
Capital Share reserve  Statutory Exchange  Retained
surplus  premium  RENE reserve  reserves profits Total
EAB% ROEE EMRE  iERE  SHERE  REEA @zt
$'000 $'000 $000 $'000 $'000 $000 $000
fr fr Fr fr fr Fr Fr
42,554 336,758 10,198 44,334 (17,908) 118,192 534,130
- - (658) - 10,342 9,684
42,554 336,758 9,540 44,334 (17,906) 128,534 543,814
- - - - - (40,000) (40,000)
- - - - (263) - (263)
- - 4,696 - - - 4,696
= = = = = 54,142 54,142
- - - 22,368 - (22,368) -
- - - - - (12,000) (12,000)
42,554 336,758 14,236 66,702 (18,169) 108,308 550,389
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(Expressed in Hong Kong dollars) (L&A z)

30. RESERVES (continued)
The company

At 1 January 2002
Premium arising from

new shares issued on

11 March 2002 (note 29)
Premium arising from

new shares issued on

28 March 2002 (note 29)
Share issuance expenses
Profit for the year
Dividends declared in respect

of the current year (note 9)

At 31 December 2002

At 1 January 2003

Dividends approved in respect
of the previous year (note 9)

Profit for the year

Dividends declared in respect
of the current year (note 9)

At 31 December 2003

30. f#f& (&)
AT
Share Retained
premium profits Total
B 19 55 B RE T @it
$000 $000 $000
Fr Fr Fr
RZZEZT=F—A—H = = =
R-_ZETE-_F=F+—H
BUOHRNMELSE
(Kie29) 136,328 = 136,328
RZEEZ-_F#=R=-+N\H
BIOIHRNAEERE
(Hiat29) 225,000 = 225,000
Rin 118 R (24,570) = (24,570)
KEFHF - 38,667 38,667
BEIRAFERF
(K 7£9) = (37,960) (37,960)
RZETZF
+-A=+—H 336,758 707 337,465
RZEE=F—-—HF—H 336,758 707 337,465
B X FRF
(Kfz£9) = (40,000) (40,000)
REE 5w H = 75,446 75,446
BEEIRAFERF
(KtzE9) = (12,000) (12,000)
RZZTT=F
+-B=+—-8H 336,758 24,153 360,911




30.

RESERVES (continued)
The company (continued)

(a)

According to the laws and regulations of the
PRC, PRC companies with foreign investment
are required to transfer a certain percentage
of its profit after tax, as determined under PRC
accounting regulations (the “net profit under
PRC GAAP”), to the general reserve fund,
enterprise expansion fund and staff and
workers’ bonus and welfare fund. Distribution
of these reserves shall be made in accordance
with the Article of Association and approved
by the board of directors each year. Other
PRC companies are required to transfer a
certain percentage of their net profit under
PRC GAAP to the statutory surplus reserve
fund until the reserve balance reaches 50%
of their paid-in capital, and to transfer a certain
percentage of its net profit under PRC GAAP
to the statutory public welfare fund.

According to the laws and regulations of
Taiwan, Taiwan companies shall set aside 10%
of their statutory net income each year for
legal reserve, until the reserve balance has
reached the paid-in share capital amount.

These above-mentioned reserves and funds
cannot be used for purposes other than those
for which they were created and are not
distributable as cash dividends.

The revaluation reserve in respect of
investment properties has been set up and
will be dealt with in accordance with the
accounting policy adopted for the revaluation
of investment properties (note 1(g)).

In accordance with the Companies Law of the
Cayman lIslands, the share premium account
is distributable to the shareholders of the
company provided that immediately following
the date on which the dividend is proposed
to be distributed, the company will be in a
position to pay off its debts as they fall due in
the ordinary course of business.

(Expressed in Hong Kong dollars) (W%t 5% )

30.

W ()
*A T ()

(a)

RIE  BDOE B 5 48 61 - o B Sh
BRERBAETEERA
(TPBEARERAETA
M) BRI ZBEREENETE
THEBRE -REFEES &
XERESUNBTERB RS
NMEE -FEHEDIKARERA
ABERAMNZARAE AKE
FEEFHE-HMHLPEAT
ARPBERRE R AN LR
ETAOHLEBRELTAKRA
B AEBSKAELEINE
& AR H)50%5F - Al A T~ B 8
B RARTEAREFRA
HEANETBEOLIERERE

NEE°

RESEREFILBAN  6&
RAEBFAABEEERAF
BHI0%IEREEBHBAE B
EREBEINBUREAEER
ke

FRFEREETERRERX
YEBASNEMAE BN
5 R EIRM R & A

ERREMERLIEMHHE
W RIBE[BREVERNZ
BRTBRERE (MFE1(g)) -

RIEFASES R RE BMR
BRADIKTARAKRR H
ZREHR D IRBA BB N
AIREEREN BB XBH 2 H
Z B
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(Expressed in Hong Kong dollars) (L&t A8 )

30.

31.

RESERVES (continued)
The company (continued)

(d)

At 31 December 2003, the aggregate amount
of reserves available for distribution to
shareholders of the
$360,911,000 (2002: $337,465,000). After the
balance sheet date the directors proposed a

company was

final dividend of $0.015 per share, amounting
to $30,000,000. This dividend has not been
recognised as a liability at the balance sheet
date.

ACQUISITION OF SUBSIDIARY

On 31 August 2003, the group acquired 100%
interest in Shanghai Full Beauty Cosmetics Company
Limited for $7,176,000.

Net assets acquired

Fixed assets

Inventories

Debtors, bills receivable, deposits and

30. f&fE (&)
AnT (FE)
(d) R-ZE=F+_-_HA=+-—
B a9k FAQARRE 2
% 42%8 %360,911,0007T (= F
T — 4 :337,465,0007T) R &
HER®%B EFEZED KH
& & & B& 0.0157T -
30,000,000t R & E H + IR FI
TEERAREBE.

AN
& #

31. WEHE A A
R-_EE=ZFNA=Z+—RH A&H
BALBEEBEERERAF100%
x5 1E{87,176,0007T °

prepayments

Cash at bank and in hand

Trade and other payables

Tax payable

Net identifiable assets and liabilities

Positive goodwill arising on consolidation

Total purchase price paid, satisfied in cash

Less: cash of the subsidiary acquired

Net cash outflow in respect of the purchase

of subsidiary

2003
—EE=F
$°000
FT
BABEFE
BEBE 756
FE 1,361
EWER ERER He
NEEENE 46
IRIT A FHEIRE 26
B 5 EHEMEMNER (1,109)
FE S B 18 (18)
AEFNEERBEFHE 1,062
REFEBERELACERE 6,114
BENEEEAE URe I 7,176
HoBANBARZIRS (26)
BAKNBRARZE SR E F8
7,150




32.

COMMITMENTS 32.

(a)

(b)

(Expressed in Hong Kong dollars) (W%t 5% )

Capital commitments (a)
Capital commitments outstanding at 31

December 2003 not provided in the financial

statements were as follows:

Contracted BETA

Commitments under operating leases (b)
At 31 December 2003, the total future minimum

lease payments under non-cancellable

operating leases are payable as follows:

Within 1 year 1F A"
After 1 year but within 5 years 1F&5F R
After 5 years 5F 1&

The group leases a number of properties
under operating leases. The leases typically
run for an initial period of one to ten years,
with an option to renew the leases when all
terms are renegotiated. Leases payments are
usually increased annually to reflect market
rentals.

A

BARERE
RZEE=F+=-_A=+—
B - £ 5 B S 3Rk M
ZREBERFENT:

The group
rEE

2003 2002
—BBC=F —ET_F
$°000 $000

FT T

381 -

mMEHEERE

W-FF=F+-A=+—
H-REAFHESCEHER
Nz BiEKERERIEARELD
T

The group
rEE

2003 2002
—EEC=F —EBE_F
$°000 $°000
FT T
8,318 19,038
21,222 20,957
3,959 7,448
33,499 47,443

AEBZELEEOERZEY
MO ZMPHR—KR—=
TEAE IREFEREAG
REEEEE-HL BT EFIE
e ARBRTISHEE -
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(Expressed in Hong Kong dollars) (L&A z)

32.

COMMITMENTS (continued)

(b)

(c)

Commitments under operating leases
(continued)

In addition to the minimum lease payments
disclosed above, the PRC subsidiaries have
commitments to make rental payments at a
percentage of turnover for certain leased
properties.
Furthermore, there are commitments of
$42,322,000 (2002: $39,586,000) in respect
of future minimum lease payments under non-
cancellable operating leases entered into by
the group. The business operations at these
premises have been entrusted to operators
(note 16(c)) 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.

At 31 December 2002, the group had
commitments of $8,846,000 for the acquisition
of additional equity interests in non-wholly
owned subsidiaries from the minority
shareholders (note 16(b)). There were no such
commitments at 31 December 2003 as all

acquisitions have been completed.

32.

I (8)
(b) KEHERE

(c)

(&)

B £ X 2 & EEE M
S BB AR ERETE
EMENEXBER AN
NHEEmARE-

Bt AN - AN E BT RT S22 Al
HEEHEE TREREREE
5 FREHE B 42,322,0007T (=
T T — 4 :39,586,0007T) ° &%
EMEEHREEDEATA
EMEEEIMNHEe 2 LEE
(FFzE16(c)) - EHESE
RIEBHERREMFHEE
B E BRI -

RZEE_F+ZRA=+—
B AEERERDHERREA
F2EWEB AT ZBEINRAHE
= 1M /A 8,846,0007T 2 # & (M
F16(b) RZTT=F+=
A=+—B B BEKRER
STAK B L R SR



33.

34.

(Expressed in Hong Kong dollars) (W%t 5% )

CONTINGENT LIABILITIES 33. HARERE
Under the terms of the Sale and Purchase RIEKIFE16(0)FT il B B i 2 1850
Agreements referred to note 16(b), in the event that i 2R = B RAE LU BE R U B B 2 A)
Chong Ming Sanlian fails to settle the amounts owed ZBERARDAIDBREEN B @K
to the minority shareholders for the acquisition of H BAE=ZBMARNRREA=ME
the equity interests in the PRC subsidiaries, NB NAREEFRB- R_TEZE=F1+_H
Sanlian has undertaken to settle the outstanding —t+— B - E£HE-"HREERELS
amounts on behalf of Chong Ming Sanlian. At 31 LERE R A 6,123,000 (ZEE =
December 2003, in respect of the purchase £ :9,626,0007T) °
consideration, Chong Ming Sanlian owes to the
minority shareholders a total amount of $6,123,000
(2002: $9,626,000).
MATERIAL RELATED PARTY TRANSACTIONS 34. ERBEALRS
Apart from transactions and balances disclosed in BREYeE16 R 24 BB 2 R 5 R A 8RO
notes 16 and 24, the group had the following material REBEFEATIIVUTARAAE
transactions with related parties which in the opinion ERBNE—REEGERIRRAER
of the directors of the company, were carried out on HEXBPETZIERX G-
normal commercial terms and in the ordinary course
of the business of the group.
2003 2002
—EE2=F —TE_F
$°000 $°000
Fr For
(a)  Rental income receivable (a) ElEELRER
from the associate BEE2HSKA
company and directors 756 483
(b)  Rental expenses payable (b)y ENEZHESEHR
to directors 190 190
(c)  Purchases of finished goods  (c) M@AELQEEA
from related companies 2 BIRK Gh 791 =
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34.

35.

36.

MATERIAL RELATED PARTY TRANSACTIONS

(continued)

(d) Under a licensing agreement, a director of the
company granted to NB Taiwan a license to
use a skin test software from 1 January 1997
to 31 2011 for
consideration of NT$1.

December a nominal

(e) 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.

COMPARATIVE FIGURES

Certain comparative figures have been adjusted as
a result of the change in accounting policy for
deferred taxation, details of which are set out in note
11. In addition,
comparative items in the consolidated income

the presentation of certain

statement has been revised. The directors are of the
opinion this revised presentation is more appropriate
after considering the nature of the items. The major
changes are the reclassification of entrustment fee
of $1,979,000 and revenue arising from barter
transactions of $14,994,000 from other revenue to
turnover and the financial refunds of $7,069,000 from
taxation to other revenue.

ULTIMATE HOLDING COMPANY
The directors consider the ultimate holding company
at 31 December 2003 to be Knightcote Enterprises

Limited, which is incorporated in BVI.

34.

35.

36.

EABEALRS

() BREFTEBR AATES
MR R EH AT A
REGEBRATE—AALE
—A-HAZ-T——F+=5
=+ RBMEREE AR
2 B -

() M-_TE-—F+HAB BA
RERARNAMEBESIL
MR A R R B W &
ERBENARBARER G
TLRBREEANAEAREXSE
BREETHRZFTAI 5 H
RN & PR 2 o JE R Al
hRE R

&g F
HRERELEHRE S HEEE -
ETHREFTEFLAZ FHEHN
BEEE11 o AN RERE SR E2TZE
THRIBEEEELE -KZFEIEE
HEE EERARIELBEBABIIER
AHE - TEEHOEBHELLENE
1,979,000t EF D W EBRR 5
P 2E 4 2 14,994,0007T g A # H 4 g
ABTEXTE UREHEBEZHBER
X 7,069,0007T # & = H b g A -

R-_EE=F+_A=+—H E=F
RERBRERAREREBERES

# it B¢ 32 2 Knightcote Enterprises
Limited °



