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Directors’ Report

The Board have pleasure in submitting their report together with the
audited accounts of the Company and the Group for the year ended
31 December 2005.

Principal Activities

The principal activity of the Company is investment holding. The
subsidiaries are principally engaged in the retail and wholesale of
beauty and health-care products and the operation of beauty and health
salons in Hong Kong and Macau.

Results

Details of the results and cash flow of the Group for the year ended 31
December 2005, and the state of affairs of the Company and of the
Group as at that date, are set out in the financial statement on page 38
to 43.

Dividends

The Board have declared an interim dividend of 4.0 HK cents per
ordinary share, amounted to HK$9,024,000 which was paid on 4
November 2005.

The Board do not recommend the payment of any final dividend for the
year ended 31 December 2005.

Closure of Register of Members

The registers of the Company will be closed from Monday, 29 May
2006 to Friday, 2 June 2006, both days inclusive, during which period
no transfer of shares will be registered. In order to qualify for the
attending the forthcoming annual general meeting. All transfer of shares,
accompanied by the relevant share certificates and transfer forms,
must be lodged with the Company’s branch share registrars in Hong
Kong, Computershare Hong Kong Investor Services Limited, Shops
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong, for registration no later than 4:00 p.m. on Friday,
26 May 2006.

Five-Year Financial Summary

A summary of the results and of the assets and liabilities of the Group
for the last five financial years is set out on page 5.
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Directors’ Report (continued)
Fixed Assets

Details of the movements in fixed assets of the Group are set out in
note 16 to the financial statements on pages 81 and 82.

Share Capital

Details of the movements in share capital of the Company are set out
in note 25 to the financial statements on page 92.

Reserves

Movements in the reserves of the Group and of the Company during
the year are set out in note 26 to the financial statements and in the
consolidated statement of change in equity on pages 95 and 96.

Distributable Reserves

Pursuant to the Companies Law, Cap. 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands, share premium and
contributed surplus of the Company are distributable to the
shareholders. At 31 December 2005, the Company’s reserves available
for distribution to shareholders amounted in total to approximately
HK$91,599,000 (2004: HK$93,416,000 (restated)).

Segment Information

An analysis of the Group’s performance for the year by business
segment is set out in note 7 to the financial statements on pages 71 to
73. No geographical segments analysis is presented as substantially
all the Group’s turnover and contribution to operating profits results are
derived from the operation in Hong Kong.

Share Option Information

A summary of the share option scheme and details of the movements
in share options of the Company during the year are set out on pages
109 to 120.

Directors

The Directors who held office during the year and up to the date of this
report are:

Executive Directors

Mr. Ip Chun Heng, Wilson
Ms. Chung Pui Wan

Mr. Yip Kwok Li

Mr. Chan Chi Chau

Independent Non-Executive Directors
Mr. Wong Chi Wai
Dr. Chow Ho Ming
Mr. Lo Hang Fong

In accordance with article 108 of the Company'’s articles of association,
Mr. Chan Chi Chau and Mr. Wong Chi Wai will retire by rotation at the
forthcoming AGM. All the retiring Directors, being eligible, will offer
themselves for re-elections at the forthcoming AGM.
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Directors’ Report (continued)
Directors’ and Senior Management’s Biographies

Biographical details of the directors of the Company and senior
management of the Group as at the date of this report are set out on
pages 18 to 20.

Directors’ Service Contracts

Each of Executive Directors has entered into a service contract with
the Company for an initial term of two years commencing from 1 July
2003, and will continue thereafter until terminated by not less than
three months’ notice in writing served by either party to the other. Each
of these Executive Directors is entitled to a basic salary which will be
reviewed at the discretion of the Board. In addition, the Executive
Directors are also entitled to a discretionary management bonus
provided that the aggregate amount of the bonuses payable to all the
Executive Directors for any financial year of the Company after 31
December 2004 but may not exceed 15% of the audited profit
attributable to the shareholders of the Group in respect of the financial
year. An Executive Director may not vote on any resolution of the
Directors regarding the amount of the management bonus payable to
him.

Each of Independent Non-Executive Directors has entered into a service
contract with the Company for a term of one year expiring on 30 June
2006 for Mr. Wong Chi Wai and Dr. Chow Ho Ming and expiring on 23
September 2006 for Mr. Lo Hang Fong respectively, and will continue
thereafter until terminated by not less than one month’s notice in writing
served by either party to the other. Save for the annual remuneration of
HK$100,000 for each of them, they are not entitled to any other
remuneration and bonus.

Save as disclosed above, no Director proposed for re-elections at the
forthcoming AGM has a service contract with the Company which is
not determinable by the Company within one year without payment of
compensation.

Directors’ Interests in Contracts
None of the Directors had a material interest, whether directly or

indirectly, in any contract of significance subsisting during or at the
end of the year to which the Company or any of its subsidiaries was a

party.
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Directors’ Report (continued)

Directors’ and Chief Executives’ Interests and Short Positions in the
Shares, Underlying Shares and Debentures of the Company or any
Associated Corporation

As at 31 December 2005, the interests of the Directors and the chief
executive of the Company in the shares of the Company or any of its
associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFQ”)) disclosed in accordance with the
Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”) were as follows:

RAEDBRG 2 ER Interest in the shares of the Company
HERITRA
ZHBABE DT
Approximate
BROEE (it 4) percentage
EEnA SHRMEE Number of et of issued
Name of Directors Capacity and nature Shares (Note 4) Total share capital
kT HRE BEnEBA 1,000,000 155,160,000 68.77
Mr. Ip Chun Heng, Wilson Beneficial owner
s (Aat1) 1,000,000
Interest of spouse (Note 1)
HRAER (Fat2) 7,288,000
Joint interests (Note 2)
2REEEESEIM A (F5£3) 145,872,000
Founder of discretionary
trust (Note 3)
EMEZ T EmEEA 1,000,000 155,160,000 68.77
Ms. Chung Pui Wan Beneficial owner
Il B (fat1) 1,000,000
Interest of spouse (Note 1)
BAER (Fat2) 7,288,000
Personal interests (Note 2)
2REFESBIMA (H:£3) 145,872,000
Founder of discretionary
trust (Note 3)
BB & BEHEEBA 200,000 200,000 0.09
Mr. Yip Kwok Li Beneficial owner
BR A& MK 5 A& BEHEEBA 500,000 500,000 0.22
Mr. Chan Chi Chau Beneficial owner
Bt - Notes:

1. 1,000,000 B H S EHEERS
SENEMZELZL (ERTFREZ
BB 58 E - Bt - RIEEFH
REERY  HESEREER
1,000,000 BEB& D AR B i s -

2. BRERMBEATLTEREME
ZTHEFE -

3. % Z W1 B\ Promised Return
Limited FT# B ° Promised
Return Limited J3E A2 #1551
EerRZum AMBERG 2EM
i ERTAEREMELL
ThE B A -

Exmaz iy ERTIEFR ©

“TEEREEHR

»

1. Each of 1,000,000 shares are separately held by Mr. Ip Chun Heng, Wilson
and Ms. Chung Pui Wan, the spouse of Mr. Ip Chun Heng, Wilson.
Therefore, each of them are taken to be interested in each of 1,000,000
shares by virtue of the SFO.

2. The shares are held jointly by Mr. Ip Chun Heng, Wilson and Ms. Chung
Pui Wan.

3. The shares are held by Promised Return Limited, a special vehicle used
solely for the purpose of holding the shares for the benefit of a discretionary
trust in which Mr. Ip Chun Heng, Wilson and Ms. Chung Pui Wan are the
founders.

4. Interests in shares stated above represent long positions.
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Directors’ Report (continued)

Directors’ and Chief Executives’ Interests and Short Positions in the
Shares, Underlying Shares and Debentures of the Company or any
Associated Corporation (continued)

RAEABME AR 2 ER Interest in the subsidiary of the Company
BRERELZR®MD (W12
Non-voting deferred
MEBEAR B FHRMEE shares (Note 2)
EERE Name of Capacity and 2R Bk
Name of Directors the subsidiary nature Number Percentage
R HRE = A HE G B L (EPN ¥ 153,000 51%
Mr. Ip Chun Heng, Wilson BRAAF (K1) Personal interests
Bonjour Cosmetic
Wholesale Center
Limited (Note 1)
#MEL+ S ALK HE O (BN £ 147,000 49%
Ms. Chung Pui Wan BRAE (BaE1) Personal interests
Bonjour Cosmetic
Wholesale Center
Limited (Note 1)
Wtat Notes:
1. s RItEFLBERAAFIT 1. Bonjour Cosmetic Wholesale Center Limited is a wholly-owned subsidiary

ARRz2EWBRAE -

2. ZEEREERBETEROCHER
o BREER1.008TT -

fR EXFBBEEIN  R_TTRHF
TZA=1t—H ARAEFHT
AR B 4B Y AR X R sl (R AT AR B
(E&REHZ RHBEERAIFEXVEE)
2ty - HERDREEETHES
RIEZFEZEBMEGEROEXVEETR
F8OEP - HARERE T K HIE 1R
BRGXRE IR RER ZEM
BagoRR  IRBESFRBERK
PIEIG2MEAE LR ARFHTFZ
Bz E MR RELTL
AEFETEFRH ZRETHA
PRSI Ry A e e |

NN
KB o
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of the Company.

2. The non-voting deferred shares are fully-paid and have par value of
HK$1.00 each.

Save as disclosed above, as at 31 December 2005, none of the directors
or the chief executive of the Company had, under Divisions 7 and 8 of
Part XV of the SFO, nor were they taken to or deemed to have under
such provisions of the SFO, any interests or short positions in the
shares, underlying shares or debentures of the Company or any
associated corporations (within the meaning of Part XV of the SFO) or
any interests which are required to be entered into the register kept by
the Company pursuant to section 352 of the SFO or any interests which
are required to be notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of
Listed Companies, was interested in or had any short position.
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Directors’ Report (continued)

Directors’ Rights to Acquire Shares or Debt Securities

Save as disclosed herein, at no time during the year was the Company
or any of its subsidiaries a party to any arrangements to enable the
Directors to acquire benefits by means of the acquisition of shares in,
or debt securities including debentures of, the company or any other
body corporate and none of the Directors, chief executive or their
spouse or children under the age of 18, had any right to subscribe for
securities of the Company or had exercised any such rights during the
year.

Directors’ Interest in Competing Business

During the year, none of the Directors or management shareholders of
the Company (as defined in the Listing Rules) has an interest in a
business which compete or may corporate with the business of the
Group.

Substantial Shareholders’ Interests and Short Positions in the Shares
and Underlying Shares of the Company

As at 31 December 2005, the interests and short positions of the
following persons, other than Directors and chief executive of the
Company, in the issued share capital of the Company which have been
disclosed to the Company pursuant to Division 2 and 3 of Part XV of
the SFO have been recorded in the register kept by the Company
pursuant to section 336 of the SFO:

HEE

BABD

BROESHEAE (Wit1) Approximate
Total interests percentage

in shares (Note 1) of interests

Promised Return Limited (Note 2) (ft:£2)

Deco City Limited (Note 2) (ff:£2)

DBS Trustee H.K. (Jersey) Limited (Note 2) (Fifi£2)

145,872,000 64.66%
145,872,000 64.66%
145,872,000 64.66%
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Directors’ Report (continued)

Substantial Shareholders’ Interests and Short Positions in the Shares,
Underlying Shares of the Company (continued)

Notes:
1. Interests in shares stated above represent long positions.
2. Promised Return Limited (“Promised Return”) is wholly-owned by Deco

City Limited which in turn is a company indirectly wholly-owned by a
discretionary trust, DBS Trustee H.K. (Jersey) Limited, which beneficiaries
comprise family members of Mr. Ip Chun Heng, Wilson (“Mr. Ip”) and Ms.
Chung Pui Wan (“Mrs. Ip”). Promised Return is a special vehicle used
solely for the purpose of holding the Shares for the benefit of the
discretionary trust referred to above. As at the date of its incorporation,
Promised Return was held as to 51% and 49% by Mr. Ip and Mrs. Ip
respectively. On 17 June 2003, Mr. Ip and Mrs. Ip transferred the entire
issued share capital of Promised Return to Deco City Limited.

Save as disclosed above, no person was interested in or had any short
position in the issued share capital of the Company which would fall to
be disclosed to the Company under Divisions 2 and 3 of Part XV of the
SFO as at 31 December 2005.

Purchase, Sale or Redemption of Securities

The Company has not redeemed any of its shares during the year.
Neither the Company nor any of its subsidiaries has purchased or sold
any of the Company’s shares during the year.

Major Customers and Suppliers

During the year, the Group purchased less than 30% of its goods and
services from its 5 largest suppliers and sold less than 30% of its
goods and services to its 5 largest customers.

Principal Subsidiaries

The activities of the Company’s subsidiaries are set out in note 19 to
the financial statements on pages 84 to 87.
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Directors’ Report (continued)
Management Contracts

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 year.

Connected Transactions

The Group did not enter into any transactions during the year ended
31 December 2005, that would constitute connected transactions under
the Listing Rules.

Pre-Emptive Rights

There is no provision for pre-emptive rights under the Company'’s articles
of association and there was no restriction against such rights under
the laws of the Cayman Islands.

Public Float

As far as the information publicly available to the Company is concerned
and to the best knowledge of the directors of the Company, at least
25% of the Company’s issued share capital were held by members of
the public as at 24 April 2006 (being the latest practicable date prior
to the printing of this annual report for the purpose of ascertaining the
relevant information contained in this report).

Charitable Donations

During the year ended 31 December 2005, the Group made charitable
donations totaling HK$400,000.

Auditors

The accounts were audited jointly by PricewaterhouseCoopers and Lau
& Au Yeung C.P.A. Limited. A resolution to re-appoint the retiring joint
auditors, PricewaterhouseCoopers and Lau & Au Yeung C.P.A. Limited,
will be put at the forthcoming AGM. The Company has not changed its
auditors in the preceding three years.

On behalf of the Board
Ip Chun Heng, Wilson
Chairman

Hong Kong, 21 April 2006
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