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SETMAGHEE

CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

CONDENSED CONSOLIDATED INCOME STATEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2004

HASEMBRR

BEAG S WS R
E-FEEMNFANAZFHIENEA

(With comparatives for the six months ended 30 June 2003) (BRBZE-_ZFEZE=FNA=1HIUNEANLEER
2 F)
(Expressed in thousands of Hong Kong dollars (HK$'000)) (XFHETHEN)
For the six months
ended 30 June
BEAA=+BL<EAR
2004 2003
—ETNEFE —TT=F
(unaudited) (unaudited)
(REER) (RESEZ)
Note HK$’000 HK3'000
Kt iF FHET FET
Turnover EER 3 150,817 103,390
Cost of sales 5 K AR (26,796) (20,163)
Gross profit EH 124,021 83,227
Other revenues E A 6,522 10,959
Distribution costs ol =] N (65,572) (40,322)
Administrative expenses THEFAX (31,598) (23,754)
Other operating expenses HAth 315 (818) (391)
Income from trading securities BEEZFF W= 215 271
Operating profit bl 32,770 29,990
Share of loss of an associate M — KB & R A EE (349) -
Finance costs B KA - -
Profit before taxation B 5 B 4 4 32,421 29,990
Taxation MIA 5 (1,596) (6,438)
Profit after taxation B 1% 4 30,825 23,552
Minority interests LR RS 396 689
Profit attributable to shareholders % =R FE 1 3 A 31,221 24241
Dividends % 1 6 15,000 12,000
Earnings per share BRAMN 7
- Basic —&ER 0.016 0.012
— Diluted —#E Not applicable Not applicable
AiE A TiE A
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INTERIM REPORT 2004

CONDENSED CONSOLIDATED BALANCE SHEET

AS OF 30 JUNE 2004

(With comparatives as of 31 December 2003)
(Expressed in thousands of Hong Kong dollars (HK3'000))

Non-current assets
Intangible assets
Property, plant and equipment
Interests in an associated company
Non-trading securities
Deferred tax assets
Other long term receivable

Current assets
Inventories
Trade and other receivables
Trading securities
Bank balances and cash

Total assets

RHEE

B EE
TE)E - B35 KR
R—KEE AR 2 &
IFEEZH
ELERIBE E

H fth £ 5 FE U BR 3K

nREBEE

&

B 5 N H R R
BEEER

RITEFRAS

EE4E

HAGESEEREAR
R-_FFMFNA=1H

(BRR - EE=ZF+-_A=Z1+—HHLEEHF)
(A FHETLBEMN)
As of As of
30 June 31 December
2004 2003
NR-FTTNE RZEE E¢
~B=E+B | tZA=+—
(unaudited) (audited)
(REEZ) (EFEZ)
Note HK$’000 HK$'000
M &t F#ETT FET
23,837 26,828
8 356,642 352,527
& 594 942
9,879 11,282
11,180 9,825
8,584 8,739
410,716 410,143
54,611 62,706
9 119,554 130,659
97,394 67,642
195,645 170,265
467,204 431,272
877,920 841,415




CONDENSED CONSOLIDATED BALANCE SHEET (Continued)

AS OF 30 JUNE 2004

(With comparatives as of 31 December 2003)
(Expressed in thousands of Hong Kong dollars (HK$'000))

Current liabilities
Trade and other payables
Dividend payable
Deferred income
Current taxation payable

Net current assets

Total assets less current liabilities

Non-current liabilities
Defined benefit liability

Minority interests

Financed by:

Capital and reserves

Share capital

Reserves

Retained earnings
Proposed dividend
Others

Shareholders’ funds

SETMAGHEE

=

RExEHDHBEER

HRGEEERRR (&)

RZEZFWFNA=+H

NI

(ERAR-_FEZE=F+_A=1T—HAIHEHF)

(XFHETHEMN)
As of As of
30 June 31 December
2004 2003
NR-BTNE RZZEE=F
~A=+H| +t-—A=+—8H
(unaudited) (audited)
(REHEZ) (182 %)
Note HK$000 HK$'000
ikz3 Fi# T FAETT
REER
B NEMBENER 10 46,728 53,675
& AR F 30,000 -
iR T W %5 6,732 5,244
B HA & 1< B 1B 12,106 13,532
95,566 72,451
RBEEFE 371,638 358,821
BEERRBHEE 782,354 768,964
kRBHERE
TREEMNEE 1 9,262 8,376
DB RELRS 9,803 10,199
763,289 750,389
BEEHR:
BARGHE
% 7 12 200,000 200,000
& 13 453,760 442,081
REEF
&R A 13 15,000 30,000
A 13 94,529 78,308
BRE S 763,289 750,389

3



4 NATURAL BEAUTY BIO-TECHNOLOGY LIMITED INTERIM REPORT 2004

CONDENSED CONSOLIDATED STATEMENT OF
RECOGNISED GAINS
FOR THE SIX MONTHS ENDED 30 JUNE 2004

HASSE#EZ KRR

BE_—ZTZEWFNA=1+HIENEAR

(Expressed in thousands of Hong Kong dollars (HK$'000)) (AFHEITLBEMN)
For the six months
ended 30 June
BEANA=1+HLREA
2004 2003
—ETNEFE —EE=F
(unaudited) (unaudited)
(REER) (REEEZ)
Note HKS$°000 HK3'000
Kt iF FET F#ET
Total equity as at 1 January R—A—BZRR#ER 750,389 743,814
Exchange differences arising on NN NG RN
translation of the accounts of ZERBEXRTEEZE
foreign subsidiaries and
associated companies 13 11,679 (55)
Gain/(loss) not recognised in the HHRGEREERNRE
condensed consolidated income Rl (&)
statement 11,679 (55)
Profit for the period HA R 13 31,221 24,241
Dividends 5 1) 13 (30,000) (40,000)
Total equity as at 30 June RANA=Z+RAZKRE#ELD 763,289 728,000
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT BAGERERER
FOR THE SIX MONTHS ENDED 30 JUNE 2004 BE_FTZEWMFNA="+HILNEA
(With comparatives for the six months ended 30 June 2003) (EABZE-_ZFE=FA="+HILNEHEER
2 F)
(Expressed in thousands of Hong Kong dollars (HK$'000)) (U FETREN)
For the six months
ended 30 June
BEANA=+HLEREAR

2004 2003
i U R 3 —TT=F
(unaudited) (unaudited)
(REER) (REEEZ)
Note HKS$°000 HK3'000
Kt iF FHET FET
Cash inflow/(outflow) generated WEEBZHE
from operations A (RH) 14 57,268 (18,426)
Interest paid XA FE - -
Interest received WER ) B 652 756
Overseas taxation paid X BN I (4,252) (6,899)
Net cash inflow/(outflow) from RELEEBHB RS
operating activities A GRi) F 58 53,668 (24,569)
Investing activities BEXET
Acquisition of property, plant and BETHE WS RE&EHE
equipment (10,346) (2,103)
Proceeds from disposals of property, LETBE KSR
plant and equipment REE A 488 87
Net increase in trading securities BEEZFIEINFE (29,752) (1,166)
Net realized gain from trading BEEESFZEEER
securities a5 5 215 271
Increase in intangible assets | A EE M (158) (161)
Net cash outflow from REREEB RS
investing activities Tt SRR (39,553) (3,072)
Net cash inflow/(outflow) before MEXEBA RS
financing activities WA () F5E 14,115 (27,641)
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT
(Continued)

FOR THE SIX MONTHS ENDED 30 JUNE 2004

(With comparatives for the six months ended 30 June 2003)

HAGESHERER (&)

B2 —ZEFNFENHA=1HIENEA
(ERBZ=FE=F A=+ HIENFABEER
& F)
(Expressed in thousands of Hong Kong dollars (HK$'000)) (AFHETLBEMN)
For the six months
ended 30 June
BESA=+BHL~<EAR

2004 2003
—ETNE —TT=F
(unaudited) (unaudited)
(REEX) (CR&&EZ)
Note HK$’000 HK3'000
logea FETT FHET
Financing activities BT
Dividends paid X AR - (40,000)
Net cash outflow from financing MEXRK2HS
activities i F R - (40,000)
Effect of foreign exchange rate changes [EX& &) & & 11,265 (88)
Net increase/(decrease) in cash and RekReEED
cash equivalents g, CRd) #5E 25,380 (67,729)
Cash and cash equivalents at R—A—RBZ#H:
1 January RE2EEY 170,265 216,778
Cash and cash equivalents at RANA=Z+RAZHEE
30 June R EED 195,645 149,049




BAX A2 B EER QA

SETMAGHEE

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

AS OF 30 JUNE 2004

(With comparatives for the six months ended 30 June 2003
and as of 31 December 2003)

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

1. ACCOUNTING POLICIES AND BASIS OF PREPARATION
The accompanying unaudited condensed consolidated
interim financial statements are prepared in accordance
with Statements of Standard Accounting Practice (“SSAP")
25, Interim Financial Reporting, issued by the Hong Kong
Society of Accountants and accounting principles generally
accepted in Hong Kong and Appendix 16 of the Rules
governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited.

The principal accounting policies and basis of preparation
adopted in preparing the condensed consolidated interim
financial statements of the Group are the same as those
adopted in the preparation of the annual financial
statements as of and for the year ended 31 December
2003.

Cost that incur unevenly during the financial year are
anticipated or deferred in the interim report only if it
would be also appropriate to anticipate or defer such
costs at the end of the financial year.

These interim financial statements should be read in

conjunction with the 2003 annual financial statements.

Comparative figures have been adjusted to conform with
the current year's presentation.

G E MR RN

R-FEEMFENA=1+H
(ERBE_ZFEET=FNA=F+HILNERRK=

EoF+ A=+ HHHLEEHF)

(b= BEHBIN FEREGU TETREL)

1.

EfBRRGREE
BEMT R R BZ A RERA P M BEHRERIIRIE
BEGHEHASRMNEHEREN ([E5E
BERA]) 255 [P BRE I REEBAR
SHRAREEBARSIABERAAES LD
RAIE 168 R E MR R

mEAEEBRAGATHVERERAEANET
ZRRRRFRAEEL BRULKEE_TT
=+ A=t HRBEZALFENEF
MM RAMERABERR-

R BREERTERELNE B RE IR E
HRMBFEREREFNBECRENERLT
REPHREPRFHECRE-

HEPRMBRRER_ST=FEN2FH
B3R —OHrBIE -

HERBFETRE UANFEAFEZ25 -
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8 NATURAL BEAUTY BIO-TECHNOLOGY LIMITED

Details of the Group's subsidiaries as of 30 June 2004

INTERIM REPORT 2004

AEEMBRARAN_ZZTONFENA=+THZF

were as follows:

Place of
incorporation

and operation

Particular of
issued and fully
paid up capital/

registered capital

BT

Proportion of ownership
interest

HRERL

group’s held
effective by the held by

interest company subsidiary

Name of company gRRYT ERTHERRE/ FEE  A2F WEAF  Principal activity
LR REBWE H#MEAHE ERED FSER REEE  EEEE
Shanghai Natural Beauty Cosmetics PRC 1S$29,980,000 100% - 100% Production and sale of skin care
Company Limited REAE  %££29,980,000 and beauty products
PREREERERAT FERHERBREXRER
Shanghai Natural Beauty Sanlian PRC RMBS,000,000 90% - 90% Wholesale and retail of skin care
Cosmetics Company Limited FEAE  ARE8,0000007 and beauty products; provision
("NB Sanlian") of beauty treatments
PRERE=BIERERAR BERTERERZTEMD:
(Tefx=8]) RUEXTEERY
Shanghai Natural Beauty Qingbo PRC RMB5,000,000 90% - 90%  Wholesale and retail of skin care
Cosmetics Company Limited REAE  ARMS5000000T and beauty products
(*NB Qingbo") BERTERERZRER
PRERZBRIERERAF
(renzg’l)
Shanghai Natural Beauty Fansi PRC RMB5,000,000 90% - 90% Sale of jewellery, craftwork,
Jewellery Company Limited mERE  ARM5000000 adornment, leather and horologe
TERREREGEERAA HEKE Ig2n 2fim
REREE
Xi An Natural Beauty Mingyu PRC RMB3,000,000 81% - 90%  Sale of skin care and beauty
Cosmetics Company Limited mEAE  ARE3,0000007 products and related instruments;
BEZERERFRRERAR provision of skin care and
beauty consulting
HEEERZREQRIER
B REREEER
Qingdao Natural Beauty Ornaments PRC RMB4,000,000 81% - 90%  Sale of skin care and beauty
Company Limited mEARE  ARE40000007 products and adornment

EREERXHRBRAA

HERFLXRERRKS M
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Place of
incorporation

and operation

Particular of
issued and fully
paid up capital/

registered capital

Proportion of ownership
interest

HARERL

group’s held

effective by the held by

interest company subsidiary

Name of company BRRYT ERETHERREA/ KAKE  £2F WEAF  Principal activity
kA REZHE #MEXEHE BERER FRER RER  TEER
Nanjing Natural Beauty Cosmetics PRC RMB2,000,000 81% - 90%  Sale of cosmetic products and
Company Limited mEAE  AR2,000000 provision of beauty treatments
HREAZMHREREART HEXREMRRAXAER
Chengdu Natural Beauty Cosmetics PRC RMB2,500,000 81% - 90%  Sale of skin care and beauty
Company Limited mEAE  AR2,5000007 products; provision of beauty
RHBERARHRBRAA treatments and skin care and
beauty consulting and training
HERBREDEM REXS
ERMEERERHARE
Hainan Natural Beauty Cosmetics PRC RMB2,500,000 81% - 90%  Sale of skin care and beauty
Company Limited mEAE  ARM2500,000 products; provision of beauty
BEERFHRERAF treatments and beauty consulting
and training
HEEBERETER RHEXE
EBRAETHARE
Shenzhen Natural Beauty Cosmetics PRC RMB4,000,000 81% - 90% Sale of cosmetic products and
Company Limited mERE  AR4,000,000 provision of beauty treatments
RTEARERERAT HEZREMRRHEEXTER
Haerbin Sanlian Natural Beauty PRC RMB1,000,000 72% - 80% Sale of cosmetic products and
Cosmetics Company Limited mEARE  AR1,0000007T provision of beauty treatments
("NB Haerbin") HEXPEMRRHEEAEE
REEZBERE KR
ERAR ([BRZREBE])
Ningbo Hai Shu Natural Beauty PRC RMB3,500,000 81% - 90%  Sale of cosmetic products and
Cosmetics Company Limited mEARE  AR3,5000007 provision of beauty treatments

ERAREAELERSRAT

BEXRERRRHZAEE
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Place of
incorporation

and operation

Particular of
issued and fully
paid up capital/

registered capital

Proportion of ownership

interest

HARERL

group’s held
effective by the held by

interest company subsidiary

Name of company gMET  ERTHRRA/ AKE  A4F MWEAF  Principal activity
kL REZHE #MEXEHE BERER FRRER MR TEER
Wuhan Natural Beauty Cultural PRC RMB2,500,000 81% - 90% Sale of cosmetic products and
Development Company Limited mEAE  ARM2500,000 provision of beauty treatments
REBREAXMERERAT HEZREMRRHEEXTER
Jiangxi Natural Beauty Sanlian PRC RMB3,000,000 81% - 90%  Sale of skin care and beauty
Cosmetics Company Limited mEAE  ARE3,0000007 products; provision of beauty
TEEAE=BIERERAT treatments and skin care and
beauty consulting and training
HEBEREREM REXE
EENEE RERAARSE
Tianjin Natural Beauty Cosmetics PRC RMB2,000,000 81% - 90% Sale of cosmetic products and
Company Limited mEAE  ARE20000007T provision of beauty treatments
REERFMHBERAHF HEXDEMRRARTER
Wenzhou Natural Beauty PRC RMB2,000,000 81% - 90% Sale of cosmetic products and
Cosmetics Company Limited mEAE  AR2,000000 provision of beauty treatments
BMTEARERERAT HEZREMRRHEXTER
Beijing Natural Beauty Cosmetics PRC RMB20,000,000 72% - 80%  Sale of cosmetic products and
Company Limited ("NB Beijing") REARE  AK%20,0000007 provision of beauty treatments
FRERZFCHRRERRA HEZREMRRHEXTER
(refzitrl)
Kunshan Natural Beauty Sanlian PRC RMB1,500,000 81% - 90% Sale of cosmetic products and
Cosmetics Company Limited mEAE  ARM1,500,000T provision of beauty treatments

ELBAR=BIERERAA

Xiangfan Natural Beauty
Cosmetics Company Limited

EREAXMERERAF

PRC
REAE

RMB1,000,000
AR H1,000,0007T

HEXREMRREXAEE

81% - 90%  Sale of cosmetic products and
provision of beauty treatments

HEXREMRREXAEE
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Name of company gMEIT  ERTHRRA/ AKE  A4F WEAF  Principal activity
kL REZHE #MEXFHE BERER FRRER MR TEER
Taiyuan Natural Beauty PRC RMB1,000,000 810 - 90% Wholesale and retail of skin care
Cosmetics Company Limited REAE  ARM1,000,000T and beauty products; provision
ARMERE(ERERAA of beauty treatments and skin
care and beauty consulting
BERZERERZRER
REXAEERBNEER
EINE
Changchun Natural Beauty PRC RMB1,500,000 81% - 90%  Sale of skin care and beauty
Cosmetics Company Limited REAE  ARM1,500,000 products; provision of beauty
REBREFMHRERAT treatments and skin care and
beauty consulting
HEBEREDER RHEXE
EERBMEERERAH
Mudanjiang Natural Beauty PRC RMB800,000 81% - 90%  Sale of cosmetic products and
Cosmetics Company Limited PEIARE A& %800,0007 provision of beauty treatments
HAITARRCERERRA HEXDEMRRAXTER
Lanzhou Natural Beauty PRC RMB1,000,000 81% - 90% Sale of cosmetic products and
Cosmetics Company Limited REAE  ARM1,000,000T provision of beauty treatments
BNBAEERERAA HEXREMRRAXAER
Anshan Natural Beauty Cosmetics PRC RMB1,000,000 81% - 90%  Sale of skin care and beauty
Company Limited mEAE  AR%1,0000007 products and related instruments;
BUmEREERERAF provision of skin care and beauty
consulting
HEBBRFDERRABEM:
RUEERERHS
Henan Natural Beauty Cosmetics PRC RMB3,000,000 81% - 90% Sale of cosmetic products and
Company Limited mEAE  ARM3,0000001 provision of beauty treatments

ABEARERERAR

Place of
incorporation

and operation

Particular of
issued and fully
paid up capital/

registered capital

Proportion of ownership
interest

BHEERILE

group’s held
by the  held by

interest company subsidiary

effective

BEXRERRRHXAER
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Place of
incorporation

and operation

Name of company B39 30

AEEH REBWE

Suzhou Natural Beauty Cosmetics PRC
Company Limited B AR

BHEREHRERAT

Kunming Natural Beauty Cosmetics PRC
Company Limited B AR

EREAZERERAA

Fuzhou Natural Beauty Cosmetics PRC
Company Limited (“NB Fuzhou") B AR

BMERARHRBRAF
(TesgxmMl)

PEERZERIERERAR PRC

hEAE

Shanghai Full-Beauty Cosmetics PRC
Company Limited hEAE

PEEBKERERAA

Tsai Yen Ping Natural Beauty Cosmetics PRC
(Shanghai) Company Limited RE KR

BESAREIER (LB ERRA

Natural Beauty Cosmetics Company Taiwan

Limited ("NB Taiwan") ey
AAXLERRNARAA
([BAXRE])

Particular of
issued and fully
paid up capital/

registered capital
E#THRRE/
dRmELFE

RMB1,200,000
AR 1,200,000

RMB1,000,000
AR 1,000,000

RMB1,500,000
AR 1,500,000

RMB500,000
AR 500,000

US$1,408,000
%41,408,0007C

US$180,000
%4180,0007

NT$670,000,000
wak
670,000,007

Proportion of ownership

interest

HAERL

group’s held

by the  held by
interest company subsidiary
F£E A48 KWEAT
ERES FMEERE Fhis

effective

81% - 90%
81% - 90%
81% - 90%
81% - 90%
100% - 100%
100% - 100%
100% - 100%

Principal activity

IREH

Sale of skin care and beauty

products and related instruments

HERERXFERRAEEN

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

HERTEEERERER R
FREBNEERERH

Wholesale and retail of skin care
and beauty products and related
instruments; provision of skin care
and beauty consulting

BERTERERZDERR
BEBT REEERZETHD

Wholesale and retail of skin care
and beauty products

HERTEABRXRER

Production and sale of skin care
and beauty products

LERHEERERXTER

Investment holding

REBRK

Production and sale of skin care
and beauty products

LERHERERXAER
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Proportion of ownership

:§§@¢¢%ﬁ$&%|g

interest
BHRERLL
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 gRRYT ERTHRREA/ ARE  £2F WEAT  Principal activity
kA REZHE #MEXFE BERER FRRER REER  TEER
Tian Ran Mei Bio-Technology Taiwan NT$32,000,000 100% - 100% Production and sale of skin care

Company Limited ai MaE and beauty products
RARENHBRD ERAR 32,000,0007C EERHEREREDEM
Da Shun Development Company Limited Taiwan NT$90,000,000 100% - 100%  Investment holding
ERFERHEFRAT A Mak REER

90,000,0007

Jiun Yuh Investment Company Limited Taiwan NT$174,681,140 100% - 100%  Investment holding
RARERHERLA s k=t RERR

174,681,1407C

Huei Yao Investment Company Limited Taiwan NT$234,681,140 100% - 100%  Investment holding
BRRERNERAF s k=t RERR

234,681,1407C

Wan Fang Investment Company Limited Taiwan NT$242,681,140 100% - 100%  Investment holding
BrRERDERAF 2E mak RERZR
242,681,1407C
Belem Holdings Sdn. Bhd. Malaysia MYR123,235,408 100% 100% - Investment holding
SRED (Class B shares RERR
MYR10,000
Class A shares
BRSRE L
123,235,408
ARBRERH
10,0007T
Billion Synergy Sdn. Bhd Malaysia MYR2 100% - 100%  Wholesale of skin care and beauty
SXAED SREDET products

HEEERXDER
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Place of
incorporation

and operation

Particular of
issued and fully
paid up capital/

registered capital

Proportion of ownership
interest

HARERL

group’s held

effective by the held by

interest company subsidiary

Name of company BRRYT ERETHERREA/ KAKE  £2F WEAF  Principal activity
AEEH REEHE dZREFEE ER#ER FRER FRERE  IEXE
Ice Crystal Management Limited British Virgin US$52,000 100% 100% - Investment holding
KREBERAF Islands (“BVI") F£52,0007 RERR
([HE4RES])
Great Glamour Company Limited BVI US$50,000 100% 100% - Investment holding
ABERES %£50,0007 RERK
Next Success International Limited BVI US$50,000 100% 100% - Investment holding
ABERES %£50,0007 RERK
Fortune Investment Global BVI US$50,000 100% 100% - Investment holding
Limited ABERES %£50,0007 RERK
Natural Beauty Bio-Technology Hong Kong HK$10,000 100% - 100%  Sale of cosmetic products and
(Hong Kong) Company Bk 10,000/ 7t provision of beauty treatments

Limited (“NB Hong Kong")
BAZEDRE (FE)BRAA
(IF#ER=])

BEXRERRRHXAEE
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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
&n
NB Sanlian BARE=H
NB Qingbo BAEER

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.

In addition to the above, certain other subsidiaries have
also entered into Assets Entrustment Agreements with
various operators on terms similar to those described above.
Some of the operators were the former minority
shareholders of the subsidiaries concerned. In addition to
the annual entrustment fees, certain assets of the
subsidiaries such as inventories, trade receivables etc at
the date of the agreement were transferred to the operators
for a total consideration of approximately $19,379,000
payable in instalments over the next five years up to 31
December 2003.

(a)

AEEEFAX=MEERRBERZ PBRER
At REZEHE RELBERREFR
BUE BB ROR M5B BAR 8 4 R 8 2 X AR
AEEBRKERAEEWNBRR2IBEH,
BE-TIENT /BN TFREMBRALHK
BEREERIBNGS MR RERR DB

Ny
ZS o
m

Fixed amount Commencement

per annum date

BEREREESA BAtG B H#A
RMB’000
ARBTFT

200 20 December 2001

(b)

—ZEZ-%+-R-+H
125 30 September 2002
—TE_FARA=T+H

BEERXEEHSE

R-ZBZ -t A BRXIERBELZHLL
(IEEE D FTLBEEZREE RS RIEZH
FAREULEREALELEERBRELEE S
X% (IXAEEE]) BREREHSPAREARR
BHEXAREEER REXTHIRER
RERMBLEHRABEARIE R EERE-
KREEXTHABLF MEEERARABAREIL
REXNFEE FHFEL2EERXLERRY
BHRCEEFEEC -KREERERBEL
EREEEERKELRTEEENEMA
A MEAEERERBE ETREREEE
FE-ARFUARREBECEEMBR-ERKE
BERBAGERAEEFE BT LEEA
MEAEILREHRES -TLHZLTRER
ZhRER BEEHERN_TT_FALATEA
BFERL-

Br bt &SN BT EMMNM B AR MEE Falf
BEXBRFEZREEETVEAESTAKEW
FHoATREERBENBARIMNAT DR R
BREEZTLEEWIN ZEH B AR #
BHHZGEERESERRERSETEEDE &
T BREHAE19,379,0007T BREE
—ETE=F+ A=+ ALAEFESHX
e
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The Operator of NB Hong Kong was Ms Niu Jia Lin, a EREAEIREERBBEARZANBKEES
former general manager of NB Hong Kong. In March 2004, ML T -R_ZTZMF=H BEZFELLWH
the assets entrustment agreement was assumed by Ms ZHEAXRIIREEE T RF R AE-

Wang On Cheung, the operator of NB Beijing.

During the interim period, NB Fuzhou also entered into an R R B AERMME - REEET L

Assets Entrustment Agreement with an operator for a
consideration of approximately HK$1.2 million. 7T

TURNOVER

SEGMENT RESULTS

Unallocated costs
Income from trading
securities

Operating profit

Finance costs

Share of loss of
an associate

Profit before taxation
Taxation

Profit after taxation
Minority interests

Profit attributable to
shareholders

SEGMENT INFORMATION

EXH

PREE

RBEKA
a6

aA

RAS

5%
AR

PR B AT A
RA

3t
PERRES

BREEEN

MEEZRFTE LW KEXR1,200,000%

2. HEEFE

(a) Geographical segment (a) g5 B
The Group conducts the majority of its business AREBEXRITBEDIRAE - 8B RFE
activities in different geographical areas, the PRC, FOEC A Hb [ 48 42 iR 18 55 SR D AT A0 T -
Taiwan, Hong Kong and other region. An analysis by
geographical segment is as follows:
For the six months ended 30 June 2004 For the six months ended 30 June 2003
BE_SEMERAZTHLRER BE_ZZ=E A=THILAER
Hong Kong Hong Kong
and other and other
region region
PRC  Taiwan  F## Total PRC Tawan  EAEM Total

hEXE 28 HitnE @ HERE 8% HinR @i

unaudited unaudited unaudited unaudited unaudited unaudited unaudited  unaudited
KEEE KREEE £EBE AEEE ALER ALER ALER RAEEH

HK$'000 HK$'000 HKS'000 HKS'000  HKS000  HK$000  HK$000  HK$'000

FET FET FET FET FET FAT FAT FET

86,530 63,173 1,114 150817 48487 53245 1,658 103390
2211 14,173 (52) 36398 21828 11254 (368) 32714
(3,843) (2,995)
215 271
32,770 29,990
(349) - - (349) - - - -
32,421 29,990
(1,596) (6,438)
30,825 23,552

396 689

31,221 24,241
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(b) Business segment
The group comprises the following main business

segments:

—  sale of cosmetic products and provision of beauty

(b) EFSE
AEEBRFEUATEIEXBH

services

— leasing of investment properties -

For the six months ended

HEREDE

For the six months ended

30 June 2004 30 June 2003
BE_TTmE BE-_ZT=F
~A=t+HLERER NA=TALERER
Other Other
Turnover  revenue Total  Turnover revenue Total
EEE HeBA @it EEE HEtlA B
HK$°'000  HK$'000  HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET FET
Cosmetics products and EREMR
beauty services ZARS 150,817 3,825 154,642 103,390 8,731 112,121
Investment properties KEME - 2,697 2,697 - 2,228 2,228
150,817 6,522 157,339 103,390 10,959 114,349
As at 30 June 2004 As of 31 December 2003
R-ETNE RZEZT=F
~B=+H +=Z—A=+—H
Segment Capital Segment Capital
Assets  expenditure Assets expenditure
SEEE EAXFX DEE E BEARRX
HK$’000 HK$’000 HK3'000 HK3'000
F#ET F#ET T T FET
Cosmetics products ERER 726,935 10,346 634,328 11,368
Investment properties &% 150,985 - 145,673 -
877,920 10,346 780,001 11,368

17



1 8 NATURAL BEAUTY BIO-TECHNOLOGY LIMITED| INTERIM REPORT 2004

3. TURNOVER
Turnover represents the net invoiced value of goods sold
or services rendered after allowances for returns and

discounts, net of consumption tax.

An analysis of turnover by major categories is as follows:

Sales of goods EmiHE
Service income AR 75 W 2=
Entrustment fee income L E W

Z

E -

EXRBHREEEMIRHRBRGHERFE (B

HERE FHRHEER)

ATREETEZERE D NEREDI:

For the six months

ended 30 June

BESA=+HLXEAR

2004
—ETNF
(unaudited)
(REER)
HK$’000
FET

138,844
9,191

2,782

150,817

2003
TET=F
(unaudited)
(RESEZ)
HK3'000
FET

H

Al

92,450
10,940

103,390




PROFIT BEFORE TAXATION

Profit before taxation in the condensed consolidated

SETMAGHEE

=

REE DN KER 2 A

4. RBignRA

BRAER G W aE R AR ADE M 2 7 A R

income statement was determined after crediting and T8
charging the following items:
For the six months
ended 30 June
BEAA=+BL-<EAR
2004 2003
—EFmE —EE=F
(unaudited) (unaudited)
(REHFER) (RESEZ)
HK$’000 HK3'000
FET F#ET
Crediting: A
Interest income on bank deposits RITHEFN B KA 652 756
Realized gain on disposal HEEHREZ
of short-term investments e 215 271
Charging: HEk:
Loss on disposals of property, LETBE KBS REME
plant and equipment 2B 4,438 117
Staff costs, excluding directors’ BEINA(TBE
emoluments =EE=Me)
— Salaries and wages - HFekIE& 14,457 16,451
— Pension costs — RS KR
- PRC — B KR 2,036 1,338
— Taiwan —64 927 665
- Hong Kong —&B 19 9
Directors’ emoluments (salaries EEMe (Fre kR *
and allowances)* 367 350
Depreciation of property, TENE M5 R RE
plant and equipment I E 12,238 6,896
Provision for write-down of inventory FERERE - -
Provision for doubtful debts REREE - -
Interest expense on bank borrowings RITERAE R - -
Operating lease expense on land THREFILEERE
and buildings i X 7,982 7,185
Research and development costs [ N 504 721
Amortization of other long-term assets HtREAEE#H 3,214 206
* Included in directors’ remuneration were fees of HK$20,000 *  EBEMePERERBEHANTFELIEHNITE

(2003: HK$20,000), paid to independent non-executive

directors during the report period.

JT) e

E 2 #£20,000F L (ZFEZE=4F:20000%

19
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TAXATION

No Hong Kong profits tax has been provided, as the Group
has no assessable profits in Hong Kong for the six months
ended 30 June 2004.

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

BiIE
HRAEERBE_ZTMFA=TRHIER
18 A I 8 1 &8 RIS A RS A - 8 48
REEENGSH

BONE R 2 BIA D A HIE 2 FRET R BUE A 1R
AEEEEMERR MM BITZHEAE -

For the six months
ended 30 June
BEA=1+HI1t<EA

Group: RNEME:
Overseas taxation BN IR
Deferred taxation iR T FH 18

Taxation for the period HA 18

DIVIDENDS

2003 Interim, paid, of HK$0.0060

per ordinary share

2004 Interim, proposed, of HK$0.0075

per ordinary share

—EE=FEIRN 2P R

2004 2003

i Ut R 3 —TE=F
(unaudited) (unaudited)
(REEZ) (R&&EZ)
HK$’000 HK3'000
FETT TFET
1,471 6,112

125 326

1,596 6,438

Bz #

For the six months

ended 30 June

BESA=+HLXEAR

B E B 0.00607% 7T -

—EENFEZ 2P HBF
F R EBZ0.0075%8 7T

2004 2003
—ETNEFE —ET=F
(unaudited) (unaudited)
(REEZ) (R&&EZ)

HK$’000 HK$'000
FET F#ET
12,000

15,000 -
15,000 12,000

The directors proposed an interim dividend of HK$0.0075
per share. This proposed dividend is not reflected as
dividend payable in the current period financial statements,
but will be reflected as an appropriation of retained
earnings for the period ended 30 June 2004.

=R IR EA0.0075%8 7T It F #K
P M) 3 A e Bk A HA TR B 75 $R R 2 FE AN AR 1
RIRTHRBE-_ZZTNFA=1THIHHEAA
BB 2 RE AN
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EARNINGS PER SHARE

The calculation of the basic earnings per share is based
on the Group's unaudited profit attributable to shareholders
of approximately HK$31,221,000 for the six months ended
30 June 2004 (2003: HK$24,241,000) divided by
weighted average number of approximately 2,000,000,000
ordinary shares (2003: 2,000,000,000) in issue during
the period.

No diluted earnings per share is presented, as the

Company has no dilutive potential shares.

CAPITAL EXPENDITURE

=3k

BREABINDERBEAEBEHZE _TZEWMF XS
A=1THI1ENE A REEZRR R L
31,221,000 7T (ZZEF =4 :24,241,000%
TT)BRUEBABE BT MEFTH LT RREE D
2,000,000,0008% (=== = £ :2,000,000,000
fg) & & -

HRARRYEALBEHIZENRN KL
B2 ESREERF -

BEAXXH

For the six months ended 30 June 2004
BE_FFENERA=+HLRER

Property, Freehold
plantand  investment Intangible
equipment properties assets Goodwill Total
TBE -KBE BRAKRER
kifE ZREWE BREE e @zt
HK$’000 HK$°000 HK$°000 HKS$’000 HK$000
FET FET FET FET FET
Opening net book amount HOREFE
(audited) (&%) 206,854 145,673 3,203 23,625 379,355
Addition B 10,346 - 158 - 10,504
Disposal & (4,926) - - - (4,926)
Depreciation/amortisation e/ BHEER
charge (12,238) - (293) (2,921) (15,452)
Currency realignment EXEESR 5,621 5,312 49 16 10,998
Closing net book amount HREREFE
(unaudited) (REER) 205,657 150,985 3,117 20,720 380,479

21
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9. BESRHEMEBIERR

As of As of

30 June 31 December

RRA=+H wW+-—A=+—H”

2004 2003

—BTNE ZET=F

(unaudited) (audited)

(REE) (&%)

HK$'000 HK3'000

FETT FETL

Trade receivables Z S EWERR 66,296 68,254
Other receivables H i WBR 3K 53,258 62,405
119,554 130,659

Trade receivables were generated from credit sales with

general credit terms of one to six months.

Ageing analysis of accounts receivable was as follows:

BIRUER KRB EEHE EEM—RA—

E2XRMEA-

PR R Z BREC AT 1A T

As of As of
30 June 31 December
R~A=+H R+ZA=+—H
2004 2003
—BTNE —ET=F
(unaudited) (audited)
(REBR) (BEZ)
HK$°000 HK$'000
FETT FHET

Ageing AR
— Within 6 months -6 AR 56,615 63,249
- 6 to 12 months — 6% 121 A 8,323 4,171
- 1to 2 years —1E2%F 857 669
— Over 2 years —2F Lk 501 165
66,296 68,254
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10. TRADE AND OTHER PAYABLES 10. & 5 & & {th FE 1 AR =K
The Group's trade payables were all with ageing less than rEBESRNEFNRREHH TR —F-
one year.
11. RETIREMENT BENEFIT OBLIGATION 1. Bh&HE
As of As of
30 June 31 December
R7B=+H R+=ZA=+—H
2004 2003
—ETmE ZTT=F
(unaudited) (audited)
(REEZ) (BEZ)
HK$°000 HK$'000
FHET FHET
Obligations on: BT
— defined contribution plans — FRE KRG E - -
— defined benefits plans — RERNGE 9,262 8,376
9,262 8,376
The Group has defined benefit plans in Taiwan. Most of REBRAERBATREMEE - KRZBURIK
the pension plans are final salary defined benefit plans. Bl ARG EATEAMNTE K258 E

The assets of the funded plans are held independently of ERAXTAAERESSINGHE BAEEEE

the Group assets in separate trustee administered funds. DHEE-
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Movement in the liability recognised in the balance sheet:

Accrued retirement benefit obligations,
beginning

Total expense (Note)

Contributions paid

Currency realignments

Accrued retirement benefit obligations,

ending

HVIEAHRREERE
B (Mat)
B

ERTEER

HREAHRREERE

Note: Actuarial valuation of the pension plan is performed by a
qualified actuary annually. Last actuarial valuation was made
as at 31 December 2003. The amount charged for the
period was based on the projected pension cost per last
actuarial report for the forecoming year on a straight line

basis.

REEBBERERZEBEEZHUT:
For the For the
six months year
ended ended
30 June 31 December
8= HE
~HA=+H +=ZA=+—H
IEREA IEFE
2004 2003
—ETmE —TT=F
(unaudited) (audited)
(REER) (&&E%)
HK$’000 HKg'000
FET FAET
8,376 7,598
927 1,138
(346) (360)
305 -
9,262 8,376

WiF BRRest B SFhmaBERBEHMETIRER
BHe F—ARBEHEER_ZT=F+=-A=+
—BEH -AHEMINGESEDRE L —RE
HEEMG ZRFRASRAIZERAF

st
H o
Ft
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12. SHARE CAPITAL 12. lg&K
Nominal value
HE
As of As of
30 June 31 December
R~XA=+H R+ZA=+—H
2004 2003
—ETMmE —EE=F
(unaudited) (audited)
(REEZ) (REZ)
HK$°000 HK$'000
FET FHET
Authorised: SETE
- 4,000,000,000 ordinary shares —4,000,000,000%
of HK$0.10 each BREE0.10E T
R 400,000 400,000
Issued and fully paid: BETRER RN
- 2,000,000,000 ordinary shares —2,000,000,000%
of HK$0.10 each BREE0.10E T
gL 200,000 200,000

The Company adopted a share option scheme under which
the directors may, at their absolute discretion, invite any
executive and/or employee of the Company and/or its
subsidiaries to take up options to subscribe for shares.
The exercise price is determined by the directors and will
at least be the higher of (i) the closing price of the
shares as stated in the Stock Exchange's daily quotations
sheet on the date of grant, which shall be a business day;
and (ii) the average closing price of the shares as stated
in the Stock Exchange's daily quotations sheets for the

five business days immediately preceding the date of grant.

As of 30 June 2004, no share options were granted.

ARBRA—ARAET S B EEATE
BUMBREFARA L, RENBARNE
ATTHA B R/ SR 8 5 MR R DAE SR B A%
M-TEEHESET 2HELARNTME
EROBEE (OETRRERR (BARER
B) BOEBXMEBAREEMROETE:
ROXETERERREAHIAMEEEE K
MR EBAREEMINFHRHE-

BE-—EEMEAA=TH AAAEKED
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13. RESERVES

Group

Balances as of
31 December 2003
(audited)
Currency realignment
Net profit
2003 final dividend

Balances as of 30 June 2004
(unaudited)

Representing:

2004 interim dividend proposed

Others

Retained profits as at
30 June 2004
(unaudited)

INTERIM REPORT 2004

“ETERHRA

R-ZENE
»A=+H
ZEE (REEH)

B

g 3 JUES: &
el
Eft

R-ZENE
~AZtHZRE
B (REER)

13. iR
AKHE
Property
revaluation Exchange
Capital Share reserve  Statutory translation  Retained
surplus  premium THE  reserve  reserve profits Total
BAEN RERE ERRE EERE  ERE RERN @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET TET TET TET
42,554 336,758 14,236 66,702 (18,169) 108,308 550,389
- - - - 11,679 - 11,679
- - - - - 31,221 31,221
- - - - - (30000)  (30,000)
42,554 336,758 14,236 66,702 (6,490) 109,529 563,289
15,000
94,529

109,529
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14. HAGZEHRSRERMEE

14. NOTES TO THE CONDENSED CONSOLIDATED CASH
FLOW STATEMENT
Reconciliation of operating profit before working capital

LEESEIA 2 LE RN M
//ﬁ)\/ (RH) FEEHIR-

EEMEzRE
changes to net cash inflow/(outflow) generated from
operations.

For the six months
ended 30 June
BEAA=1THIL-<EAR

2004 2003
—EFTNE TEEF
(unaudited) (unaudited)
(REER) (RESEZ)
HK$’000 HKg'000
FETT FHET
Operating profit before working BB Atz K& HMN
capital changes 51,225 31,940
Decrease/(increase) in inventories FEERL(Em) 8,095 (12,383)
Decrease/(increase) in trade and B 5 & H th & AR R
other receivables w3 ) 2,521 (30,807)
Decrease in trade, other payables, B 5 EAERZ - EMEN
and deferred income R 5% B T W a5 R (5,459) (7,690)
Increase in retirement benefit RK& B EEM
obligations 886 514
Cash inflow/(outflow) generated REXEH2RE
from operations mA G 57,268 (18,426)
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15. RELATED PARTY TRANSACTIONS
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15. AL S

Parties are considered to be related 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.

The Group had the following material transactions with
related parties in the usual course of business. In the
opinion of the directors of the Company, these related
party transactions were carried out on normal commercial
terms and will continue after the listing of the Company’s
shares on the Stock Exchange.

BB ATHEOCXREMBREERRFT MR —
TRRENERIEEMEN S - THE S —F
MBEBAFE RIETEREHAL - MRES
RAXA—HZEHREATE AZEH A
N

AEEEBEBATERREBBERNTAEUT
BHERR G ARREZARA HWERBAL
RBTE—REEGTET AR AR AR
MEBRT EMREEETT

For the six months
ended 30 June
BESNA=1+B1L-EAR

2004 2003

—ETNF —ET=F

(unaudited) (unaudited)

(REHER) (RESEZ)

HK$’000 HK3'000

FEIT FHET

Rental income HeA 61 16

Rental expenses HeRx 98 95
Purchase of finished goods from A B8 3 2~ A B A\ BUBK o

related companies 208 -




:§§@¢¢%ﬁi&%|g

In addition to above transactions, the Group also had the
following material transactions with related parties for the
six months ended 30 June 2004:

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

(b) 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.

Amounts due to related parties are unsecured and interest-

free, and have no fixed repayment terms.

R EE W R KB R QA 29

Bz SI REBEE_ZTEMNFA=1TH
EAREA AEETERBHBATETTIIE
RS

() RE-HFFREGHE AR —UEEE
TAERXEHNE NSRRI ERE:
FHA-NMNEF-A-—HE_Z——F
TZA=+—A BHEEERH G
T

o

b)) R-ZEZE-—F+ARLB BEAXREHRR
REMMUESE D RIZRA] T M0
FREZSHE BHESABREFER
XEEBRERETER FBEKRES
AR - HARENERPEERR
ERE M BmZ B ke

FEASRARE A RIBURH EIEH L% 8 B EE T E
EHIR -
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16.

17.

18.

COMMITMENTS
Commitments under operating leases

At 30 June 2004, the Group had future aggregate
minimum lease payments under non-cancellable operating
leases as follows:

Not later than one year —F RN

Later than one year and not later than —FREREFA
five years

Later than five years HF#&

SUBSEQUENT EVENTS 17.

There was no significant subsequent event as of 30 June
2004.

COMPARATIVE FIGURES

The presentation of certain comparative figures in the
condensed consolidated income statement has been
revised. The directors are of the opinion that this revised
presentation is more appropriate after considering the
nature of the items. The major change is financial refund
of HK$4,242,000 from taxation to other revenues.

16.

18.

RESE
RZZBZENFAA=Z+TH XEERETITH
HEEHERN BRI RERERBESEN
—F .
As of As of
30 June 31 December
WAA=+H RN+=—A=+—H
2004 2003
—EFTNE —EE=F
(unaudited) (audited)
(REBER) (182 %)
HK$'000 HK3'000
FETT FET
9,975 8,318
25,728 21,222
5,196 3,959
40,899 33,499
HHBHEEE

ATEZNENA=ZTH TETHERNLE
HH®BEE

i A 3 g
HRGEREENE THRIEFT 225 HRE
ERET -EERNERESEHB ZHER RAK
B2 AAEREHE B2 EHARKH
TR 504,242,000/ 7T 83 B¢ T8 85 7 51| A E b i
A—I8e
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CHAIRPERSON’S STATEMENT

Overview

In the wake of improved economic recovery across Asia, our
Group has registered strong business growth in the first half of
the year 2004. Not only have our sales and earnings improved
but we have also made significant progress in strengthening
our distribution, product development as well as supply chain
management. All these improvements are leading us to a future

where stronger growth can be expected.

As | pointed out before, the mass outbreak of SARS was a
single exceptional incident and its impact on our sales was
only short-lived. | am glad to say our fundamentals remain
strong and have enabled us to weather the worst storm that
has hit the market across Asia in recent years. This is most
evident in our improved operating performance in the first half
of 2004, when the business was picking up well as a result of

resumed patronage to our spa centres and beauty salons.

Financial Performance

For the first half of 2004, our Group recorded a turnover of
HK$150.8 million, up 45.9% from that of the last corresponding
period (1H 2003: HK$103.4 million). Operating profit was
HK$32.8 million, up 9.3% from the last corresponding period
(1H 2003: HK$30.0 million) and net profit recorded a healthy
growth of 28.8% to HK$31.2 million. The encouraging results
can be attributed to increased sales volume and strengthen
distribution outlets.

Our gross margin continued to maintain at the high 82.2%, a
further improvement of 1.7 percentage point, partly due to the
new products launch and lowering of discounts offered to our

distributors as the negative impact of SARS faded away.

EIRBEE

B

BETDMNKETREE AEER _ZTMF LY
FEBESAYEBRER-BHERBNBEREAN
BN REBEIRR ISR 3 EmbA R R ERE R
TEHRSERNER EEETENRARAEZEZ
FRE R

IR ABERTIR N SEARH R AR BRBE L&
BHREFH EHREHEEBRKNEEZE -AAMRA
B SEREDARE FRMATEZFTA @Y
MERPESNMENERER - AKELEEEA
R-_ZENFE L FEBEEPBEERRMN
spaf D R ERBPLOMBENNE EEXBREM
B 2RAEREBROREER-

HMBRE

ZTEMF EFF AREEES % 3% 150,800,000
BT BREFRB(ZTEZ=F ¥4+ 103,400,000
PETT) EAN45.9% o 4 % & F /& 32,800,000 7T ]
EFEP(ZTE=F £FF: 30,000,000/%8 ) 1%
Mo30%  MaEFAERER  £FH28.8%E
31,200,000 T - ANEBMBMEL ABFELEE IH
R ERF R IHEREK-

EEEFEERITNE2 2002 B #E— 1 MN1.7
BB E &y RESHELHER L RBEZIFAT
fhREEEER SERDHEBEHE TR LD
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Geographically, the performance of both the PRC and Taiwan
operations in TH 2004 exceeded our internal target. Turnover
from the PRC business increased 78.5% to HK$86.5 million,
accounting for 57.4% of the total turnover of the Group. Taiwan
also recorded a 18.6% and 25.9% growth in turnover and in
operating profits for the first six months compared to same
period last year. The increase was mainly attributable to the
introduction of high margin products like NB-1 series and lesser
discounts were offered to our customers since the adverse
effect of SARS subsided in the second half of last year.

The Group's operations in Hong Kong and other region recorded
HK$1.1 million, with a drop of 32.8% and operating loss of
HK$52,000. The decrease in turnover was the result of change
of operation mode to entrustment basis, whose revenues and
expenses are no longer included in the Group. The Group
instead receives a fixed entrustment fee annually from the

operator.

Operating expenses including distribution, administrative and
other expenses increased 52.0% to HK$98.0 million for the
first six months this year compared to HK$64.5 million same
period last year. As the per capita disposable income is growing
steadily in PRC, we believe consumers are more and more
brand-aware and they are willing to pay premium for better
products and services. With the China’s accession to WTO, the
cosmetics and beauty market will be fully open up in 2005,
foreign renowned brands of products and service providers
will continue to land on PRC markets. With such potential
threat in mind, the Group invested heavily in the advertising
and distribution networks to boost sales and strengthen NB
brand awareness and its predominant position in the general
public, both in Taiwan and PRC. We believe our current
investment will ensure fruitful results in future and put ourselves
in the level battle ground to compete with any renowned
foreign counterparts.

The board of directors declared an interim dividend of
HK$0.0075.

B ommE PRAERSEERR TN
FE¥FEZRBEBERNSBEZF -FBRREFEN
& EEI® IN78.50% % 86,500,000/ T (F LB 42 %% %
KE57.40% - A F R EMAL 8 EEBRE~NEAZ
EEBREEHENITD RIEETS18.6% K% 25.9%IL 17 -
TERAEEEENB RN EESFBEESR ML
EFET¥FEFRAFHL TR FEHREMAET
RERDITMATE

AEBREEREMMBR ZERLER A
1,100,000/ 70 - B8 ¥ 32.8%0 © WG EEIB
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Business Review

A major focus of the Group in the period under review was to
strengthen our distribution network. The Group has encouraged
and provided assistance in the set up of mini spas which are
“shop within shop”, a hybrid of store in the front and spa
center at the back. These mini spas provide convenience to
customers assessing our products as well as receiving spa
services and have directly contributed to increased sales of
our products. We expect this pioneering business model will
strengthen our capabilities to generate multi-fold product sales
growth. At the same time, we have also introduced new
standards about the sales productivity, customer flow and in-
store image of our stores. As a result, a number of stores
which failed to meet the new requirements had ceased
operation, bringing the number of our stores to about 2,163
across in China, Taiwan and Hong Kong. The Group believes
that albeit the smaller number, our network now maintains a
higher efficiency and more unified image which will have
positive effects on sales per store as a whole. Within our
network, there are 60 spas and 123 dedicated sales counters
which are self-owned and self-run, while the rest are operating
on a franchised basis.

To further consolidate our premium brand image amongst our
customers, we have completed a new branding exercise in
early July 2004. All our spa centers, stores and sales counters
have taken on a unified, refreshing new look. We believe our
new image will have positive effects in attracting customers
and sales.

Product Expansion

Further to the successful launch of our flagship product, NB-1
in November 2003, our Group has stepped up its efforts to
collaborate with Harvard NB Bio-Science LLC to explore other
new products within the NB-1 series product family. A new
NB-1 whitening product line is scheduled to be launched to
market in the fourth quarter of 2004. At the same time, taking
advantage of the rising trend of body slimming in major China
cities, the Group has invested heavily in developing the second
generation of body slimming female undergarments and body
slimming nutritional products. The Group believes that this
new product line will be another key success in China that will
capture the demand of affluent customers increasingly seeking
physical well-being.
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Our Group has always monitored closely any untapped market
opportunities and is constantly exploring new product types to
match customers’ needs through different stages of the life
cycle. We have plans to enter the lucrative baby care market
by the launch of the “Natural Baby” series, jointly developed
with Harvard NB. The new series consists of baby care and
cleansing products made of natural oil and herbs suitable for
Asian baby skin type. We expect the new series will be ready
for launch in the fourth quarter of 2004 and the first half of
2005.

To capture the market share as well as build our brand in the
baby market quickly, we have reached a consignment sales
agreement with C-ONE, a Sino-US JV engaged in the business
of marketing and distribution products to leading foreign retailers
such as Carrefour.

Enhanced Distribution Network

Following the opening our own NB spas in Four Seasons Hotel
and Howard Johnson Hotel in Shanghai, we will increase our
exposure to the high-end market through the continual
establishment of NB Spas in top-class hotels in China. Currently,
we are targeting 20 5-star hotels for partnership. At the same
time, we are broadening our distribution channels into well-
known local and foreign hypermarkets for some of our new
products such as baby products.

We are in active discussion with internationally renowned beauty
companies for partnership through which we hope will assist
us to make forays into US and European market by leveraging
their international experience, while helping them advance into

the domestic market through our distribution network.

We have also explored a number of alternative sales channels
to continue to reach out to customers. Building on the success
of using TV shopping channel in Taiwan, we are planning to
use the same channel strategy in China to actively promote
our products. Discussion is currently underway with the
Shanghai Oriental TV.
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Internally, we have enjoyed great advantage in operating
efficiency having unified our system of inventory management,
logistics and sales and distribution on a single platform to
supply to our stores. Through our active management of
customer database, we are exploring more opportunities to
cross-sell NB products to reach various customer segments,

thereby widening our market share in the industry.

Future Plans

Looking ahead, optimization of our network will be a key priority
for 2004. We will strive for additional outlets as well as
maintaining a high standard across the board. Of the new
outlets we are going to add, many will be “shop within shop”
type. Another key focus of our expansion is the opening of
concept stores in upper-end locations in major cities as well
as franchisee spas and the continued conversion of NB beauty

salons to mini SPAs to provide full services.

Building on our existing strategic blueprint, we will continue to
enhance our exposure to premium venue providers in China
and join hands with selective hypermarkets to market new
products. In addition, we will leverage on our leading position
in biotechnological research and come up with a wider range

of products.

Our Group continues to look for ways to improve its business
processes so as to enhance its competitive advantage. During
the period under review, the Group has reached agreement
with a logistics company in Taiwan and China Post in China for
them to handle product delivery directly. Coming into effect in
September in Taiwan and in October in China respectively, this
new arrangement allows our Group to cut down on our
inventory management and delivery costs, hence boosting our
operating margin as well as provide speedier services to our

distributors and shops across the markets.

All our products are sold under our NB brand, which is an
important asset as we compete more and more with domestic
and international brands. This is further enhanced by our
dedicated commitment in rigorous R&D in biotechnology, and
possessing qualities that are developed with the Asian skin
characteristics in mind.
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Note of thanks

Last but not least, | would like to thank our directors,
shareholders, staff and business partners for their efforts to
bringing the Group to a healthy growth path in the first half of
2004. Over the years, the NB brand has built a prominent
image that represents credibility, quality and a customer-centric
approach to business. We believe this has given us a strong
position for market leadership and laid down the foundation

for us to grow by leaps and bounds in the years ahead.

MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review

Turnover increased by approximately 45.9% or approximately
HK$47.4 million to approximately HK$150.8 million for the six
months ended 30 June 2004 compared to the corresponding
period in last year (2003: approximately HK$103.4 million).

The increase in turnover is primarily due to the recovery from
outbreak of the Severe Acute Respiratory Syndrome (“SARS")
over the Greater China area in 2003. The mass outbreak of
SARS was a single exceptional incident and its impact on our

sales was only short-lived.

Gross profit margin of the Group further improved from 80.5%
in first half 2003 and 80.9% for full year 2003, to 82.2% in
first half this year. The improvement in gross profit margin is
attributable to the introduction of high margin products like
NB-1 series and lesser discounts were offered to our customers
since the adverse effect of SARS subsided in the second half

of last year.

Other revenues mainly include rental income and financial
refunds. It dropped 40.5% to HK$6.5 million for the first six
months in current year compared to HK$11.0 million in the
same period last year. This is due to no financial refund was
recognized this year while HK$4.2 million related to PRC
subsidiaries were recognized same period last year. The financial
refunds were granted by local tax bureaus and are subject to
annual approval. As at 30 June 2004, the Group has not been

informed about the result of current year application.
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Distribution costs increased 62.6% to HK$65.6 million in first
half 2004 from HK$40.3 million same period last year. As the
per capita disposable income is growing steadily in PRC, we
believe consumers are more and more brand-aware and they
are willing to pay premium for better products and services.
With the China's accession to WTO, the cosmetics and beauty
market will be fully open up in 2005, foreign renowned brands
of products and service providers will continue to land on PRC
markets. With such potential threat in mind, the Group invested
heavily in the advertising and distribution networks to boost
sales and strengthen NB brand awareness and its predominant
position in the general public, both in Taiwan and PRC. We
believe our current investment will ensure fruitful results in
future and put ourselves in the level battle ground to compete

with any renowned foreign counterparts.

Administrative expenses increased HK$7.9 million (or 33%) to
HK$31.6 million in first half this year from HK$23.7 million
last year. The increase was mainly due to the additional HK$5.3
million amortization expenses and HK$2.9 million additional
depreciation charges on fixed assets. The goodwill expense
was related to the acquisition of additional equity interests in
non-wholly subsidiaries in PRC, where the acquisitions were
completed in 2003. If such effect was excluded, administrative

expense is basically same as in first half last year.

Operating profit margin dropped from 29.0% first half last
year to 21.7% in current year. This is the net effect of improved
sales, against no tax refunds recognized in current year and
additional distribution expenses incurred. Despite drop in margin
terms, operating profits actually increased by HK$2.8 million
from HK$30.0 million for the first six months last year to
HK$32.8 million this year.

Tax expenses for the six months ended 30 June 2004
amounted to approximately HK$1.6 million (2003:
approximately HK$6.4 million), representing a decrease of
approximately 75.2% over 2003. The decrease in tax expenses
was mainly attributable to the grant of a new tax incentive
scheme from Taiwan tax authority, where the assessable profit

was substantially reduced.
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As a result of the above, the Group recorded profit attributable
to shareholders amounted to HK$31.2 million (2003: HK$24.2
million), representing an increase of 28.8% over corresponding
period in 2003. The increase was mainly attributable to the
recovery of beauty market after the adverse effect of SARS
faded away. The net profit margin was 20.7% (2003: 23.49%).
The slight decrease in the net profit margin was mainly
attributable to additional advertising and distribution costs to
further strengthen the predominant position of our Group in
Taiwan and PRC markets.

We believe that we are now in a much better position to face
direct foreign competitions.

Segment Performance

In the PRC, the turnover and segment result for the six months
ended 30 June 2004 were approximately HK$86.5 million
(2003: approximately HK$48.5 million) and HK$22.3 million
(2003: approximately HK$21.8 million) respectively. The
increase in turnover and segment result was primarily due to
no adverse impact of SARS in current year compared to the
same period last year in China. Last year SARS significantly
affected the Group's key markets in China, including the
northern and southern regions of the Chinese Mainland. The
closure of public facilities and shopping centers and decrease
in total number of local and foreign visitors during the SARS
period made the sale turnover in China decreased by
approximately 45.3% compared with the first half of 2002.
We also entrusted certain of our Spas to the local management
where all the sales and operating expenses were borne by the
operators and are not included in the Group. In return, the
Group receives a fixed sum of entrustment fee annually. We
believe such arrangement will enable us to fully utilize the
local expertise of our operators to make all our Spas best-
tailored to local markets. In addition, we can further consolidate
our financial and management resources to span our presence
and development in second and third tier cities in China. There
was HK$4.2 million financial refunds recognized in 2003 but
none in 2004, as the Group was not informed about the
decision of the annual application for the financial refunds as
of 30 June 2004 and up to the date of this report.
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In Taiwan, the turnover and segment result for the six months
ended 30 June 2004 were approximately HK$63.2 million
(2003: approximately HK$53.2 million) and HK$14.2 million
(2003: approximately HK$11.3 million) respectively. The impact
of SARS on the Group's result in this region in last year was
short and not very substantial compared with China. The
increase in the turnover and result was mainly attributable to
the broaden products range, including NB-1 introduced at the

end of last year.

In Hong Kong and other region, the loss in respect of the
segment result was HK$0.1 million (2003: loss of HK$0.4
million). In Hong Kong, an assets entrustment program for the
outlets in Hong Kong was introduced during first half of 2003.
The revenues and operating expenses are no longer included
in the Group. The Group receives a fixed sum of entrustment
fee from the operator annually. We also established our
presence in Malaysia in 2003 and the result of Malaysia is still

immaterial to the Group.

To summarise, the Group has been performing well both in
PRC and Taiwan markets. We believe with the continuous
growth of the PRC economies, and the increase in average
per-capita disposable income, the beauty market in PRC will
continue to blossom. The Board of Directors of the Company
is confident about the future prospects of the Group. With a
strong balance sheet and steady cash flow, the Group is well
positioned to capitalise on the tremendous opportunities ahead.

Liquidity and Financial Management

As at 30 June 2004, the Group’s total shareholders’ funds
were approximately HK$763.3 million including share capital
and reserves of approximately HK$200.0 million and HK$563.3
million respectively. The Group continued to maintain a strong
financial position with cash and bank balances plus investment
securities (which are mainly capital guaranteed bond funds
held in Taiwan) in aggregate of approximately HK$293.0 million
with no external bank borrowing or any charge on assets. Net
Cash inflow from operating activities was approximately HK$53.7
million for the six months ended 30 June 2004. Accordingly,

the Group has adequate resources to fund its future operation.
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In terms of gearing, as at 30 June 2004, the Group had a
negative gearing level (defined as net debt divided by
shareholders’ funds) as the Group has a net cash balance at
the period end date. Current ratio of the Group (defined as
the current assets divided by the current liabilities) as at 30
June 2004 was approximately 4.9 times (as at 31 December
2003: approximately 6.0 times). As at 30 June 2004, the
Group had no material contingent liabilities or outstanding

contracted capital commitments.

Treasury Policies and Exposure to Fluctuations in
Exchange Rates

The Group derives most of its revenue from the PRC and
Taiwan as its operations are mainly concentrated in these two
areas. The Group did not engage in highly leverage or
speculative derivative products. In this respect, the Group
continued to adopt a conservative approach to financial risk
management and with no external bank borrowing during the
current period. The Group does not have significant exposure
to foreign exchange fluctuations. Periodic review of the Group's
exposure to foreign exchange risk will be conducted and
derivative financial instruments may be used to hedge against

such risks when necessary.

Employment, Training and Employment

As at 30 June 2004, the Group had a total of 745 employees
of which 506 were based in the PRC, 232 in Taiwan and 7 in
Hong Kong and other region, total remuneration for the period
ended 30 June 2004 was approximately HK$14.8 million.
Remuneration package of the Group are maintained at a
competitive level to attract, retain and motivate high performing

staff and are reviewed on a periodical basis.

The Group always maintains good working relations with its
employees and is committed to employee training and
development. Professional training courses to the beauticians
employed by the Group and its franchisees are held on a
regular basis to promote and maintain the quality and

consistency of the services provided.
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In addition, the Group has adopted a share option scheme on
11 March 2002, for the purpose of providing incentives and
rewards to eligible participants who contribute to the success
of the Group’s operation. The directors of the Company may
at their discretion invite any employees or directors of the
Group and any qualified persons as set out on the scheme, to
subscribe for the shares of the Company. Up to the date of
this report, no share option has been granted under the share

option scheme.

Closure of Register of Members

The register of members of the Company will be closed from
27 September 2004 to 28 September 2004, both dates
inclusive, during which period no transfer of shares may be
registered. In order to qualify for the interim dividend, all
completed transfer forms together with relevant share
certificates must be lodged with the Company’s Hong Kong
branch share registrar, Hong Kong Registrars Limited at Room
1901-5, 19th Floor, Hopewell Centre, 183 Queen’s Road East,
Hong Kong not later than 4:00 p.m. on 24 September 2004.
The dividend will be paid on 15 October 2004.

Directors

At the annual general meeting held on 25 June 2004, Mr. Yeh
Liang Fei and Mrs. Chen Shieh Shu Chen retired and re-elected
by shareholders as independent non-executive directors of the

Company.

The directors of the Company during the interim period and

up to the date of this report were:

Executive Directors:
Dr. Tsai Yen Yu
Mr. Lee Ming Ta
Mr. Su Chien Cheng

Non-executive Director:
Ms. Su Sh Hsyu

Independent non-executive Directors

(and members of the audit committee):
Mr. Yeh Liang Fei
Mrs. Chen Shieh Shu Chen
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Directors’ service Contracts

Each of Dr. Tsai Yen Yu (“Dr. Tsai"), Mr. Lee Ming Ta (“Mr.
Lee"), Mr. Su Chien Cheng (“Mr. Su”), Ms. Su Sh Hsyu (“Ms.
Su”), Mr. Yeh Liang Fei and Mrs. Chen Shieh Shu Chen, being
all the executive and non-executive Directors, has entered into
a Director’s service contract dated 11 March 2002 with the
Company under which they have been appointed to act as
executive Directors (in the case of Dr. Tsai, Mr. Lee and Mr.
Su) and non-executive directors (in the case of Ms. Su, Mr.
Yeh Liang Fei and Mrs. Chen Shieh Shu Chen) for an initial
term of three years commencing from 11 March 2002 and
shall continue thereafter until terminated by either party giving
to the other not less than three calendar months’ notice in
writing. The initial aggregate annual remuneration pursuant to
such service contracts is HK$2,840,000 (as to HK$1,000,000
to Dr. Tsai, HK$700,000 to Mr. Lee, HK$600,000 to Mr. Su,
HK$500,000 to Ms. Su, HK$20,000 to Mr. Yeh Liang Fei and
HK$20,000 to Mrs. Chen Shieh Shu Chen) subject to an annual
increment at the discretion of the Directors of not more than
10% of the annual remuneration immediately prior to such

increase.

Each of Dr. Tsai, Mr. Lee, Mr. Su and Ms. Su is also entitled to
a management bonus. The aggregate amount of the bonuses
payable to these executive Directors and the non-executive
Director will not exceed 15% of the audited consolidated profit
after taxation and minority interests but before extraordinary
items of the Group in respect of that financial year of the
Company. For the six months ended 30 June 2004, no Director

has received the management bonus.

Save as disclosed above, no Director has any unexpired service
contract which is not determinable by the Group within one
year without payment of compensation, other than normal

statutory obligations.
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Directors’ Interests in Securities

As at 30 June 2004, the interests of the Directors and the
chief executive of the Company in the equity securities of
the Company (the “Shares”) and its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (the “SFO")) as recorded in the register required
to be kept pursuant to Section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange
pursuant to Part XV of the SFO and the Model Code for
Securities Transactions by Directors of Listed Companies

(the “Model Code") were as follows:

EEnEsnEs

R-BEMFRA=Z+TH ARAEFRITHEH
RARBREREZEE (EEREBH LY EKD
([EHLRHEERN]) EXVED) BAZE = ([HHm])
FEARERREES IR ERIEIS2GREFEEDN
Faof KARBES RAE G EXVE R EH A ]
ERETEFRINEETH ([RETR]) MG
ARAR KRB RZFEERIT

Number of ordinary shares of the Company

FARLEREE
Number
Personal Family Corporate Other of share
Name of directors interests interests interests Interests options
BEEna PN Rk AR Hivigm  RR#EHE
Dr. Tsai Yen Yu EHREEL - - 1,500,000,000 - -
(Note 1 and 3)
(Ktat1 R3)
Mr. Su Chien Cheng BEWEE - - 225,000,000 - -
(Note 2)
(HfeE2)
Ms. Su Sh Hsyu HaBiat - - 225,000,000 - -
(Note 2)
(Kat2)
Mr. Lee Ming Ta THESRE - 1,500,000,000 - - -
(Note 1)
(Kfatt)
Notes: B it

(1) The two references to 1,500,000,000 shares relate to the same
block of shares. Such shares are held by Efficient Market
Investments Limited which is beneficially owned as to 70% by
Dr. Tsai Yen Yu through Knightcote Enterprises Limited.

(2) The two references to 225,000,000 shares are included in the
1,500,000,000 shares held by Efficient Market Investments
Limited which Mr. Su Chien Cheng and Ms. Su Sh Hsyu each
have 15% beneficial interest through Knightcote Enterprises
Limited.

() MEmMm IR AR 9 #9 1,500,000,0000% i 17 35 [/ — #t A%
15 » 3% Z B% 17 B Efficient Market Investments Limited
¥ A + 1 Efficient Market Investments Limitedl| g £%
# X 18 £ 35 B Knightcote Enterprises Limited® &5 #
B70% °

(2) A EMIXIRALEY225,000,0008% f% 19 5+ A B Efficient
Market Investments LimitedFfr # 4& # 1,500,000,000
AR A& 10w - T R R 8 ST AR R BR R B & 1 & M Efficient
Market Investments Limitedi% i Knightcote Enterprises
Limited{ & 15%E 25 25
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(3) Dr. Tsai further held 1 ordinary share in form of trust in Natural
Beauty Bio-Technology (Hong Kong) Company Limited which is
beneficially owned in trust of by Great Glamour Company Limited,
a wholly owned subsidiary of the Company.

Other than as disclosed above, none of the directors, the chief
executive or their associates had any personal, family, corporate
or other interests in the securities of the Company or any of
its associated corporations as defined in the SDI Ordinance as
at 30 June 2004.

Share Option Scheme and Directors’ Rights to Acquire
Shares in the Company

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 ten years commencing on 11
March 2002. Options granted may be exercised during such
period as would be determined by the board of directors of
the Company (the “Board”) and notified to each grantee upon
grant of the option, but in any event not later than 10 years
from the date of grant of the option. The subscription price for
the shares under the Share Option Scheme may be determined
by the Board at its absolute discretion but in any event will not
be less than the higher of: (a) the closing price of the shares
as stated in the Stock Exchange’s daily quotations sheet on
the date of grant of the option, which must be a business day;
and (b) the average of the closing price of the shares as
stated in the Stock Exchange's daily quotations sheets for the
five business days immediately preceding the date of grant of
the relevant option.

(G) BEELZIAGELAFTEFIREAZTEDHRE (F
B)ERAREBR M&ZROERTAEFEEAH
AN A2 & Bt /8 2 A Great Glamour Company Limited
wA-
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The maximum number of shares in respect of which options
may be granted under the Share Option Scheme shall not,
when aggregated with any shares subject to any other schemes,
exceed 10% of the number of shares of the Company in issue
as at the date of approval of the scheme (the “Scheme Mandate
Limit"). The Company may seek approval by its shareholders
in general meeting for “refreshing” the 10% limit under the
scheme. However, the total number of shares which may be
issued upon exercise of all options to be granted under all of
the schemes of the Company (or its subsidiary) under the
limit as “refreshed” must not exceed 10% of the shares in
issue as at the date of approval of the limit. Options previously
granted under the scheme (including those outstanding,
cancelled, lapsed in accordance with the scheme or exercised
options) will not be counted for the purpose of calculating the
limit as “refreshed”.

The Company may grant share options to specified participants
over and above the Scheme Mandate Limit or the refreshed
Scheme Mandate Limit referred to above subject to
shareholders’ approval in general meetings and the issue of a

circular.

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

result in the limit being exceeded.

The total number of shares issued and to be issued upon
exercise of the options granted to a participant of the Share
Option Scheme (including both exercised and outstanding
options) in any 12-month period up to the date of grant to
each participant shall not exceed 1% of the shares in issue,
and any further grant of options in excess of such limit shall
be approved by shareholders in general meeting with such
participant and his associates abstaining from voting. The

Company must also send a circular to the shareholders.
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No option had been granted by the Company under the Share

Option Scheme since its adoption.

Save as disclosed above, at no time during the interim period

was the Company or any of its subsidiaries a party to any

arrangements to enable the directors of the Company to acquire

benefits by means of the acquisition of shares in, or debentures
of, the Company or any other body corporate and neither the
directors, supervisors nor the chief executive, nor any of their
spouses or children under the age of 18, had any right to

subscribe for the securities of the Company, or had exercised

any such right.

Substantial Shareholders

The register of substantial shareholders maintained under the

SFO showed that, other than the interests disclosed above in
respect of certain directors, the following shareholders had a

beneficial interest of 5% or more in the issued share capital of

the Company as at 30 June 2004:

Name

Z%

AR B AN AR A Bt 8 DA SR 3 S AR 4R SR R R 2
B AR R B -

B EXEEIN NP HEE AR NAR %
HEMMB AR ET I EMNLRE SARAES
AREBEA QR SHEREMEABBORDRES
ERN MEE TERTHRARABREFNEBR+N
BRAT F R E A TN A BB AR BMES
HBITEETZFRER-

FERR
REESFIABHIREFENTERRELME
MBREXAEBEERETESHENERIN R
EEMENA=ZTH TIHERREBEARA D ET
PRAS%HIA EE i

Percentage of
the Company’s

Efficient Market

Investments Limited
Knightcote Enterprise Limited
Dr. Tsai Yen Yu
Mr. Su Chien Cheng
Ms. Su Sh Hsyu

Efficient Market

Investments Limited
Knightcote Enterprises Limited
EHEHEL
BREM L
BaBat

Number of issued share

Note ordinary shares capital
EEATEET

Wt &t i@ ik 8 E BRAZESL
1 1,500,000,000 75.00%

2 1,500,000,000 75.00%
3 1,500,000,000 75.00%
4 225,000,000 11.25%
5 225,000,000 11.25%



BAX A2 B EER QA

SETMAGHEE

Notes:

1. Efficient Market Investments Limited is beneficially owned by
Knightcote Enterprises Limited.

2. Knightcote Enterprises Limited is beneficially owned by Dr. Tsai
Yen Yu as to 70%, Mr. Su Chien Cheng as to 15% and Ms. Su
Sh Hsyu as to 15%.

3. These shares are attributable to Dr. Tsai Yen Yu in respect of
70% interest in Knightcote Enterprises Limited.

4. These shares are attributable to Mr. Su Chien Cheng in respect
of 15% interest in Knightcote Enterprises Limited.

5. These shares are attributable to Ms. Su Sh Hsyu in respect of
15% interest in Knightcote Enterprises Limited.

Directors’ Interests in Contracts of Significance

Save as disclosed in note 15 to the unaudited condensed
consolidated financial statements, no director had a significant
beneficial interest, either direct or indirect, in any contracts of
significance to the business of the Group to which the Company
or any of its holding companies and subsidiaries was a party

during the interim period.

Directors’ Interests in Competing Business

During the six months ended 30 June 2004 and up to the
date of this report, no director is considered to have an interest
in a business which competes or is likely to compete, either
directly or indirectly, with the business of the Group, as defined
by the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”), other than those businesses of
which the directors of the Company have been appointed as
directors to represent the interests of the Company and/or the
Group.

Management Contract

Save as disclosed in the section headed “Directors’s service
contracts” under Management Discussion and Analysis, and
Note 1(b) to the condensed consolidated financial statements,
no contracts concerning the management and administration
of the whole or any substantial part of the business of the

Company were entered into or existed during the interim period.

i

1. Efficient Market Investments LimitedJ B Knightcote
Enterprises Limited B 5 # A& ©

2. Knightcote Enterprises Limited D Bl &M LT+ &
mHEAT0%  BHRERTEERHA 150REFHELL
BEmEF15% o

3. @R EFE X189 L % A Knightcote Enterprises Limited
B 70%Em MZEROBIRES -

4. R #FRE W SE & 7 B Knightcote Enterprises Limited
B 1500 &5 MR SR B FTHEAR ©

5. R # 5 2 L % B Knightcote Enterprises Limited
B15% R MZEROBIRMES -
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Connected Transactions

Details of the connected transactions that are required to be
disclosed for the interim ended 30 June 2004 are set out in
Note 15 to the condensed consolidated financial statements.

Purchase, Redemption or Sale of Listed Securities
During the six months ended 30 June 2004, neither the
Company nor any of its subsidiaries had purchased, redeemed

or sold any of the Company's listed securities.

Corporate Governance

The audit committee has reviewed the unaudited consolidated
financial statements of the Group for the six months ended 30
June 2004.

None of the directors of the Company is aware of information
that would reasonably indicate that the Company is not, or
was not at any time during the six months ended 30 June
2004, in compliance with the Code of Best Practice as set out
in appendix 14 of the Listing Rules.

By Order of the Board
Dr. Tsai Yen Yu

Chairperson

Hong Kong, 25 August 2004
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