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GENERAL

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

The Company acts as an investment holding company.
The Group is principally engaged in (a) manufacturing and
selling of skin care, beauty and aromatherapeutic
products and (b) provision of skin treatments, beauty and
spa services and skin care consulting and beauty training.
The principal activities of its subsidiaries are set out in
note 39 to the consolidated financial statements.

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

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs")

In the current year, the Group has applied, for the first
time, a number of new standard, amendments and
interpretations (“new HKFRSs") issued by the Hong
Kong Institute of Certified Public Accountants (the
"HKICPA") which are either effective for accounting
periods beginning on or after 1 December 2005 or

1 January 2006. The adoption of the new HKFRSs had no
material effect on how the results and financial positions
for the current or prior accounting periods have been
prepared and presented. Accordingly, no prior period
adjustment has been required.
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Notes to the Consolidated Financial Statements (continued)
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

(“HKFRSs”) (Continued)

The Group has not early applied the following new
standards, amendments or interpretations that have been
issued but are not yet effective. The directors of the
Company anticipate that the application of these
standards, amendments or interpretations, except
HKFRS 8, will have no material impact on how the results
and the financial position of the Group are prepared and
presented. The directors are not yet in a position to
determine whether HKFRS 8 would have a significant
impact on how its results of operations and financial
position are prepared and presented.

HKAS 1 (Amendment)
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HKFRS 7
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1 Effective for annual periods beginning on or after 1 January 2007
2 Effective for annual periods beginning on or after 1 January 2009
3 Effective for annual periods beginning on or after 1 March 2006
4 Effective for annual periods beginning on or after 1 May 2006

5 Effective for annual periods beginning on or after 1 June 2006

6 Effective for annual periods beginning on or after 1 November 2006

7 Effective for annual periods beginning on or after 1 March 2007

8 Effective for annual periods beginning on or after 1 January 2008
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Notes to the Consolidated Financial Statements (continued)
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3. SIGNIFICANT ACCOUNTING POLICIES 3.
The consolidated financial statements have been
prepared on the historical cost basis, except for
investment properties and financial instruments which
are measured at fair values, as explained in the
accounting policies set out below.

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

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities
controlled by the Company (its subsidiaries). Control is
achieved where the Company has the power to govern
the financial and operating policies of an entity so as to
obtain benefits from its activities.

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

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

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

Minority interests in the net assets of consolidated
subsidiaries are presented separately from the Group's
equity therein. Minority interests in the net assets consist
of the amount of those interests at the date of the
original business combination and the minority's share of
changes in equity since the date of the consolidation.
Losses applicable to the minority in excess of the
minority’'s interest in the subsidiary’s equity are allocated
against the interests of the Group except to the extent
that the minority has a binding obligation and is able to
make an additional investment to cover the losses.
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Notes to the Consolidated Financial Statements (continued)
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Business combinations

The acquisition of subsidiaries is accounted for using the
purchase method. The cost of the acquisition is measured
at the aggregate of the fair values, at the date of
exchange, of assets given, liabilities incurred or assumed,
and equity instruments issued by the Group in exchange
for control of the acquiree, plus any costs directly
attributable to the business combination. The acquiree’s
identifiable assets, liabilities and contingent liabilities that
meet the conditions for recognition under HKFRS 3
Business Combinations are recognised at their fair values
at the acquisition date.

Goodwill arising on acquisition is recognised as an asset
and initially measured at cost, being the excess of the
cost of the business combination over the Group's
interest in the net fair value of the identifiable assets,
liabilities and contingent liabilities recognised. If, after
reassessment, the Group's interest in the net fair value of
the acquiree’s identifiable assets, liabilities and contingent
liabilities exceeds the cost of the business combination,
the excess is recognised immediately in profit or loss.

The interest of minority shareholders in the acquiree is
initially measured at the minority's proportion of the net
fair value of the assets, liabilities and contingent liabilities
recognised.

Additional interests in subsidiaries are measured at the
carrying amounts of identified assets and liabilities of the
subsidiary and any excess of the consideration over the
cost of net assets acquired are accounted for as goodwvill.

Goodwill
Gooawill arising on acquisitions prior to 1 January 2005

Goodwill arising on an acquisition of a subsidiary for
which the agreement date is before 1 January 2005
represents the excess of the cost of acquisition over the
Group's interest in the fair value of the identifiable assets
and liabilities of the relevant subsidiary at the date of
acquisition.
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Notes to the Consolidated Financial Statements (continued)
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Goodwill (Continued)

Gooawill arising on acquisitions prior to 1 January 2005
(Continued)

Previously capitalised goodwill arising on acquisitions of
subsidiaries after 1 January 2001 is tested for impairment
annually, and whenever there is an indication that the
cash generating unit to which the goodwill relates may be
impaired (see the accounting policy below).

Gooawill arising on acquisitions on or after

1 January 2005

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

Capitalised goodwill arising on an acquisition of a
subsidiary is presented separately in the consolidated
balance sheet.

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

(Continued)

Goodwill (Continued)

Gooawill arising on acquisitions on or after

1 January 2005 (Continued)

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

Interest in associate

An associate in an entity over which the investor has
significant influence and that is neither a subsidiary nor
an interest in a joint venture.

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

Where a group entity transacts with an associate of the
Group, profits and losses are eliminated to the extent of
the Group's interest in the relevant associate.

Joint ventures

Jointly controlled entities

Joint venture arrangements that involve the
establishment of a separate entity in which venturers
have joint control over the economic activity of the entity
are referred to as jointly controlled entities.
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Notes to the Consolidated Financial Statements (continued)
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3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Joint ventures (Continued)

Jointly controlled entities (Continued)

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

When a group entity transacts with a jointly controlled
entity of the Group, unrealised profits or losses are
eliminated to the extent of the Group's interest in the
jointly controlled entity, except to the extent that
unrealised losses provide evidence of an impairment of
the asset transferred, in which case, the full amount of
losses is recognised.

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable and represents
amounts receivable for goods and services provided in
the normal course of business, net of discounts and sales
related taxes.

Sales of goods are recognised when goods are delivered
and title has passed.

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

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

&EE ()

BEL¥(E

HEIZHERE (B)

HEZERIERER EENBBENERES
/£ N E SR -RIEREEE WHR
EHERZRE HRARGAEERER
PR EAEENAREN B 2 BEFE
E’JH&Z%{&”@J%*K o fi A5 B 75 FLRIFE

BERSNIEBLNZARZEGEEZ
$E &= (BREEAER LERARENZ AR
EHIERIEFEAT Y 2 REHER)
REBER FER B E— FEIR- D16
H LM REINE R IERN AN B E
EEFHEERERRRAFEHERIE
AT IR AR

)

HEEEREAREARIZEERETR S
RE fﬁmﬂ&)&ﬂ@?ﬂl&%Iﬁ’é,\Hh%‘JE
RS EN AR BIREREEEEE
MECER M2 BERER-

WA TR

WA WA ERFERFE BBR
B EESH iR S MRS R UGREE  HIkR
PrinRIHEREREHRIE

HEEMNEmTERRBRERRER.

BRASUL AR (L BRFSPSFE R 14 R AR (L AR TS
HENTREEAR RNRAEERERIIE
BN

AEBZAE=NREELEEEBHE
RRELERN REALEHE IREE
RN R A KRR

112

Natural Beauty Bio-Technology Limited Annual Report 2006



SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Revenue recognition (Continued)

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

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

Property, plant and equipment

Property, plant and equipment, other than construction in
progress, are stated at cost less subsequent
accumulated depreciation and accumulated impairment
losses.

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

Construction in progress represents property, plant and
equipment in the course of construction for production or
for its own use purposes. Construction in progress is
carried at cost less any recognised impairment loss.
Construction in progress is classified to the appropriate
category of property, plant and equipment when
completed and ready for intended use. Depreciation of
these assets, on the same basis as other property
assets, commences when the assets are ready for their
intended use.

An item of property, plant and equipment is
derecognised upon disposal or when no future economic
benefits are expected to arise from the continued use of
the asset. Any gain or loss arising on derecognition of the
asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the item) is
included in the consolidated income statement in the
year in which the item is derecognised.
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Notes to the Consolidated Financial Statements (continued)
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3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Investment properties

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

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn
from use or no future economic benefits are expected
from its disposals. Any gain or loss arising on
derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying
amount of the asset) is included in the consolidated
income statement in the year in which the item is
derecognised.

Operating lease

Leases are classified as finance lease whenever the
terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are
classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised in the
consolidated income statement on a straight-line basis
over the term of the relevant lease.

The Group as lessee

Rentals payable under operating leases are charged to
profit or loss on a straight-line basis over the term of the
relevant lease. Benefits received and receivable as an
incentive to enter into an operating lease are recognised
as a reduction of rental expense over the lease term on a
straight-line basis.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Foreign currencies

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

Exchange differences arising on the settlement of
monetary items, and on the translation of monetary
items, are recognised in profit or loss in the period in
which they arise. Exchange differences arising on the
retranslation of non-monetary items carried at fair value
are included in profit or loss for the period.

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

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation
on or after 1 January 2005 are treated as assets and
liabilities of that foreign operation and translated at the
rate of exchange prevailing at the balance sheet date.
Exchange differences arising are recognised in the
exchange reserve.
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3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Government grants

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

Retirement benefit costs

Payments to the Mandatory Provident Funds as required
under the Hong Kong Mandatory Provident Fund
Schemes Ordinance and to the People’s Republic of
China (the "PRC") municipal government retirement
scheme, are charged as an expense when employees
have rendered service entitling them to the contributions.

For defined benefit retirement plans, the cost of providing
benefits is determined using the projected unit credit
method, with actuarial valuations being carried out at
each balance sheet date. Actuarial gains and losses which
exceed 10 per cent of the greater of the present value of
the Group's pension obligations and the fair value of plan
assets are amortised over the expected average
remaining working lives of the participating employees.
Past service cost is recognised immediately to the extent
that the benefits are already vested, and otherwise is
amortised on a straight-line basis over the average period
until the amended benefits become vested.

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

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Taxation

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

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

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

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

Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is
settled or the asset is realised. Deferred tax is charged or
credited to profit or loss, except when it relates to items
charged or credited directly to equity, in which case the
deferred tax is also dealt with in equity.
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Notes to the Consolidated Financial Statements (continued)
e SRR @

3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Intangible assets

Intangible assets acquired separately

Intangible assets acquired separately and with finite
useful lives are carried at costs less accumulated
amortisation and any accumulated impairment losses.
Amortisation for intangible assets with finite useful lives
is provided on a straight-line basis over their estimated
useful lives.

Gains or losses arising from derecognition of an
intangible asset are measured at the difference between
the net disposal proceeds and the carrying amount of the
asset and are recognised in the consolidated income
statement when the asset is derecognised.

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

Impairment

Intangible assets with indefinite useful lives and
intangible assets not yet available for use are tested for
impairment annually by comparing their carrying amounts
with their recoverable amounts, irrespective of whether
there is any indication that they may be impaired. If the
recoverable amount of an asset is estimated to be less
than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. An
impairment loss is recognised as an expense
immediately.

When an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset in prior
years.
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Notes to the Consolidated Financial Statements (continued)
e SRR @

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Inventories

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

Financial instruments

Financial assets and financial liabilities are recognised on
the balance sheet when a group entity becomes a party
to the contractual provisions of the instrument. Financial
assets and financial liabilities are initially measured at fair
value. Transaction costs directly attributable to the
acquisition or issue of financial assets and financial
liabilities (other than financial assets and financial
liabilities at fair value through profit or loss) are added to
or deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of
financial assets or financial liabilities at fair value through
profit or loss are recognised immediately in profit or loss.

Financial assets

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

Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss
comprises financial assets held for trading.

At each balance sheet date subsequent to initial
recognition, financial assets at fair value through profit or
loss are measured at fair value, with changes in fair value
recognised directly in profit or loss in the year in which
they arise.
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Notes to the Consolidated Financial Statements (continued)
e SRR @

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Loans and receivables

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

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that
are either designated or not classified as financial assets
at fair value through profit or loss, loans and receivables
or held-to-maturity investment.

Available-for-sale equity investments that do not have a
quoted market price in an active market and whose fair
value cannot be reliably measured are measured at cost
less any identified impairment losses at each balance
sheet date subsequent to initial recognition. An
impairment loss is recognised in profit or loss when there
is objective evidence that the asset is impaired. The
amount of the impairment loss is measured as the
difference between the carrying amount of the asset and
the present value of the estimated future cash flows
discounted at the current market rate of return for a
similar financial asset. Such impairment losses will not
reverse in subsequent periods.
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Notes to the Consolidated Financial Statements (continued)
e SRR @

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (Continued)

Financial liabilities and equity

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

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

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

Other financial liabilities

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

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

Derecognition

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

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled
or expires. The difference between the carrying amount
of the financial liability derecognised and the
consideration paid and payable is recognised in profit or
loss.
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Notes to the Consolidated Financial Statements (continued)
e SRR @

3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Impairment losses (other than goodwill)

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

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

4. KEY SOURCES OF ESTIMATION 4.
UNCERTAINTY
The key assumptions concerning the future, and other
key sources of estimation uncertainty at the balance
sheet date, that have a significant risk of causing a
material adjustment to the carrying amounts of assets
and liabilities within the next financial year, are discussed
below.

Estimated impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating
units to which goodwill has been allocated. The value in
use calculation requires the Group to estimate the future
cash flows expected to arise from the cash-generating
unit and a suitable discount rate in order to calculate the
present value. Where the actual future cash flows are
less than expected, a material impairment loss may arise.
As at 31 December 2006, the carrying amount of
goodwill is approximately HK$23.2 million. Details of the
recoverable amount calculation are set out in note 19.
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Notes to the Consolidated Financial Statements (continued)
e SRR @

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

Market risk
Equity price risk
The Group's held-for-trading investments are

measured at fair value at each balance sheet date.

Therefore, the Group is exposed to equity
security price risk. The management manages
this exposure by maintaining a portfolio of
investments with different risk profiles.

Fair value interest rate risk

The Group's fair value interest rate risk relates
primarily to short-term bank deposits. The
Directors consider the Group's exposure of the
short term bank deposits to interest rate risk is
not significant as interest bearing bank balances
are within short maturity periods.

5. FINANCIAL INSTRUMENTS 5. E@MTA
5a.  Financial risk management objectives and 5a. HMEEREEEERBER
policies
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Notes to the Consolidated Financial Statements (continued)
e SRR @

5. FINANCIAL INSTRUMENTS (Continued) 5.
5a. Financial risk management objectives and
policies (Continued)
Credit risk

As at 31 December 2006, the Group's maximum
exposure to credit risk which will cause a financial
loss to the Group due to failure to discharge an
obligation by the counterparties is arising from
the carrying amount of the respective recognised
financial assets as stated in the consolidated
balance sheet. In order to minimise the credit
risk, the management of the Group has delegated
a team responsible for determination of credit
limits, credit approvals and other monitoring
procedures to ensure that follow-up action is
taken to recover overdue debts. In addition, the
Group reviews the recoverable amount of each
individual trade debt at each balance sheet date
to ensure that adequate impairment losses are
made for irrecoverable amounts. In this regard,
the directors of the Company consider that the
Group's credit risk is significantly reduced.

The credit risk on liquid funds is limited because
the counterparties are banks with high credit
ratings assigned by international credit-rating
agencies.

At 31 December 20086, the five largest receivable
balances accounted for approximately 37% of the
trade receivables and the largest trade
receivables attributable to the Group's trade
receivables were approximately 15% of the
Group's total trade receivables.

The Group's concentration of credit risk by
geographical locations are mainly PRC other than
Hong Kong and Taiwan, which accounted for 61%
and 37% of the trade receivables as at

31 December 2006.

\

SRTIA (&)

5a.

MBEREEEEREEK (B)

1EE R
R-ZZFERFT_A=1T—8'&
SERETNT REBEITEEEME
M BERz&REERRTIRE
FAREERBRIIRZEHACHER
TREEREE - REERNEKEE
Rl AEEERECZE—EA
B BREEEERE HEREER
ETHMERERT BREESH
BEMERS 2 BRI EE UM ANEE
ENBBERRAENEZEBZ
AT O B FER L1 T UK [ 5RR
HERRHBEER LI AAFE
ERB ARBZEERRE KR
Do

nBEEZEERRER RER
R RABEREEFRBER
EeEERTRZRIT

RZEERF+_A=+—H0'A
RIEWBRFAE AL B 2 RUIARIK
EER37 % - A TEURBR FRASFR LY
(AL B E P EUBRIRAERR15% ©

AEERIEE D 2 FERBET
KB (FERIN REE-R-F
ERNF+_A=+—8 25EE
5 FEUS R TR JE & 25 5861 % 37 %

1 24 Natural Beauty Bio-Technology Limited Annual Report 2006



Notes to the Consolidated Financial Statements (continued)
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5. FINANCIAL INSTRUMENTS (Continued)

5a.

5b.

Financial risk management objectives and
policies (Continued)

Ligquidity risk

In the management of the liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by the
management to finance the Group's operations
and mitigate the effects of fluctuations in cash
flows. The Group relies on its operating cash
flows as a significant source of liquidity.

Fair value
The fair value of financial assets and financial
liabilities are determined as follows:

e the fair value of financial assets with standard
terms and conditions and traded on active
liquid markets are determined with reference to
quoted market bid prices;

e the fair value of other financial assets and
financial liabilities are determined in accordance
with generally accepted pricing models based
on discounted cash flow analysis using prices
from observable current market transactions.

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

Sales of goods Emiig
Service income BRFSUZA
Entrustment fee income Ear AN E
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Notes to the Consolidated Financial Statements (continued)
e ISR T e

RN =12’

7. BUSINESS AND GEOGRAPHICAL SEGMENTS 7. 3% & g o &6

Geographical segments g 5B
The Group's operations are located in the PRC, Taiwan, AEEZEBUNPEAE & FEK
Hong Kong and Malaysia. SRR

REEZ WA HDBRENER - DAE
ERBEZMIEDE REFAE T

An analysis of the Group's revenue and contribution to
segment results and segment assets and liabilities by

\

geographic segments based on customers location, B/ BRI HRM) DT
irrespective of the origin of the goods/services, is
presented below:
PRC Taiwan Others Total
B KR =) | Hitih @ st
HK$'000 HK$'000 HK$'000 HK$’000
FET FET FET FET
For the year ended BE-ZERE
31 December 2006 tT=RA=+-H
LFE
Turnover BEE 240,011 114,820 8,915 363,746
Segment results DEPELE 129,269 51,425 (3,774) 176,920
Unallocated expenses AER S (9,087)
Unallocated income AER W 6,797
Share of loss of an associate ~ JE(E—RE{E A R]
B8 (172)
Share of loss of a jointly (R — R RIER
controlled entity %a%ﬂa (5)
Profit before taxation Cznpagl 174,453
Income tax expense FTs i S (51,641)
Profit for the year FREF 122,812
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Notes to the Consolidated Financial Statements (continued)
e SRR @

7. BUSINESS AND GEOGRAPHICAL SEGMENTS 7. ¥R R o I (E)

(Continued)

Geographical segments (Continued) ihig 526 ()
Consolidated balance sheet FEEEAER
PRC Taiwan Others Total
HEIKRE al Hiih & @5t
HK$’000 HK$'000 HK$'000 HK$’000
FEIT FET FET FEIT
Assets BE
Segment assets DEEE 309,616 273,694 5,824 589,134
Interest in an associate R—KEE N T2
gy 373 - - 373
Interest in a jointly A — R R
controlled entity Bl ER - 353 - 353
Unallocated assets REREE 407,800
Consolidated total assets RAEBAE 997,660
Liabilities BfE
Segment liabilities NEBE 39,879 41,605 5,305 86,789
Unallocated liabilities RERBE 31,700
Consolidated total liabilities REBAaR 118,489
Other information Hin&x
Capital expenditure BEARMY 8,794 2,142 329 11,265
Depreciation of property, THE  BE&
plant and equipment REITE 13,461 6,581 773 20,815
Release of prepaid lease BEgALHE
payments g3 239 - - 239
Loss on disposal of property, HETHE - Fs
plant and equipment KBRS 139 - 462 601
Amortisation of intangible B EEEH
assets 939 - - 939
Allowance for obsolete REFERE
inventories 1,027 - 290 1,317
Impairment loss on trade B S LR
receivables HEEE 1,462 69 - 1,531
ZEEREFHR BARAZLEVRRERAT
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Notes to the Consolidated Financial Statements (continued)
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7. BUSINESS AND GEOGRAPHICAL SEGMENTS 7. ¥BERitEoE8 (48)
(Continued)
Geographical segments (Continued) ihig 526 (4)
PRC Taiwan Others Total
SN ag Hitiz faat
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FErT FErT
For the year ended HE_TTHEF
31 December 2005 +-A=+—H
HEFE
Turnover EEE 213,915 137,358 6,643 357,916
Segment results DEEE 85,485 49,824 (14,768) 120,541
Unallocated expenses AER S (6,496)
Unallocated income REEM 5,860
Share of loss of an associate e YNS|
JEa (60)
Profit before taxation Gyl 119,845
Income tax expense FT{S B (38,834)
Profit for the year FREF 81,011
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Notes to the Consolidated Financial Statements (continued)

VPN

AR e B Rk M RE o

BUSINESS AND GEOGRAPHICAL SEGMENTS 7.

(Continued)

Geographical segments (Continued)

Consolidated balance sheet

Assets
Segment assets
Interest in an associate
Unallocated assets

Consolidated total assets

Liabilities
Segment liabilities
Unallocated liabilities

Consolidated total liabilities

Other information
Capital expenditure
Depreciation of property,
plant and equipment
Impairment loss of goodwill

Write off of intangible assets

Release of prepaid lease
payments

Loss on disposal of property,

plant and equipment

Amortisation of intangible
assets

Allowance for obsolete
inventories

Impairment loss on trade
receivables

BE
NEEE

R R AT 2

AERLEE

HAREE

&fE
NEaE

RERRE

RABRE

o SR

HinE#
BARX
THE  BEk

REGEEETE
AEREER
BV EEMH
BEE Rt

g%
HETHE - Bih

BREER
BV AE#H

REGTERRE

B 5 R
BUEREE

PRC
PEARE
HK$'000

FET

273,470
545

48,786

19,697
16,921
3,192
325
236
1,678
9156

4,436

793

EB R ()

i 2 (&)

FEEEAER
Taiwan Others
ag Hitbim
HK$'000 HK$'000
FHET FHET
273,189 7167
45,522 3,11
2,930 2,270
6,831 914
- 2,203
2,969 1,058
43 2,475

Total
fmEt
HK$'000
FHET

553,826
545

383,099

937,470

97419
19,754

17173

24,897
24,666
3,192
325
236
3,881
915

8,463

3,31

FERNFFER BAXREVRBRFRAT
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BUSINESS AND GEOGRAPHICAL SEGMENTS 7.

(Continued)

Business segments

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

An analysis of the Group's turnover by business
segments is presented below:

Notes to the Consolidated Financial Statements (continued)

KBRS ()

E S

FLEIE B MM S ARERD SMEZEEA
P9 — () S i S R SR B R A% A R i)
HHEREYE-EFR R HHEKREMEL
TEBARBETEERY Fit b 8z
AT ANEEKER-

A2 XD BT

Turnover Other income
R H 1l bk 2
2006 2005 2006 2005
—ETRE —TTREF —EEXE —TTREF
HK$'000 HK$'000 HK$'000 HK$'000
FEx FBT FEx Fhr
Cosmetic products and ERERRER
beauty services AR5 363,746 357,916 - -
Investment properties REME - - 6,492 10,303
Others Hith - - 40,831 32,832
363,746 357916 47,323 43,135

The following is an analysis of the carrying amount of
segment assets and capital expenditure analysed by the
business segments in which the assets are located:

MEBEMEMET 2D BEEREARX
ZEBDE T

Carrying amount
of segment assets

Capital expenditure

A EEEREE BEXEX
2006 2005 2006 2005
—EERE “TTRHEF —EEXE “TTRHEF
HK$'000 HK$'000 HK$'000 HK$°000
FAT FET FHT FEr

Cosmetic products and EREMMER

beauty services AR5 426,906 394,173 11,265 24,897
Investment properties REME 162,228 159,653 - -
589,134 553,826 11,265 24,897
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Notes to the Consolidated Financial Statements (continued)
e SRR @

8.  OTHER INCOME 8. Hittlhz
2006 2005
—EERE —ETRF
HK$'000 HK$'000
FET FEr
Rental income from investment REEREME A
properties Wz 6,172 5,826
Rental income from other properties R EE Mz He ks 2,713 1,853
Interest income on bank deposits IRITHETF B 4,321 3,297
Financial refunds (note) BARIRER (Bfat) 26,506 19,621
Increase in fair value of investment REMENTE
properties 0 320 4,477
Increase in fair value of held-fortrading ~ #HEEERE XA TFE
investments 0 2,476 2,563
Gain on acquisition of additional U — R B A B RS
interest in a subsidiary Rz 2 Was - 2,709
Others E Az 4,815 2,789
47,323 43135
Note:  Pursuant to the local practice of the finance bureau of Bfat:  AREREAREE THIE QRS E T

B 2 ABERFIE 1B o BIRREM
BRBBNEAREM B FIEEER 12K
i MCEAM B SRR B ) LB B R 7
RTINS R B - % F R BRI
BERZEVHEIIEL 2 BRF# 2R
M BEEREHRBER R BREFEH

the provinces in which certain of the PRC subsidiaries
operate, the PRC subsidiaries will receive financial
refunds in the form of government grants by way of
negotiation with the relevant finance bureau with
reference to the percentage of income and other taxes
paid. These financial refunds are treated as tax
exempted by such finance bureaus. However, the Bl TN EZEMMB AR ARG
refunds and the tax exemption treatment thereof are HIEE RS ZEMIGR T R TIEE R
subject to review annually. It is therefore uncertain if o

these subsidiaries will continue to be eligible for such

financial refunds and the tax exemption treatment

thereof in the future.
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Notes to the Consolidated Financial Statements (continued)
e SRR @

9. PROFIT BEFORE TAXATION 9.

BRI ADEMEHR (FTA)
THIEBIBIEIER:

Profit before taxation has been arrived
at after charging (crediting):

Staff costs: BIRAA :
— directors’ emoluments (note 10) —EEMe (K 10)
— other staff costs —EME TR
Retirement benefits scheme RREFFTEMEER -
contributions, excluding directors: TEEBEEEZ
— contributions to defined — ERBMHETE
contribution plan 3R

— expenses recognised in respect —EREFEEZ

BRE AT A A

Depreciation of property, plant

Loss on disposal of property, plant
and equipment

Impairment loss on trade receivables
Exchange loss (gain)

\

of defined benefit plan BRERMAX
(note 29) (Kiat 29)
Total staff costs B TR A4

THE - BEk

and equipment R E
Amortisation of intangible assets, EIEEEN
included in administrative BRERITHAX
expenses
Total depreciation and amortisation mEREIERE
Release of prepaid lease payments BEAA T AEER
Impairment loss on goodwill EERESE
Auditors’ remuneration ZEE N &

HETHE - Bs R
RS

Write off of intangible assets A E M

Research and development costs [AREID RN

Allowance for obsolete inventories PREFERE

Cost of inventories recognised EHRAMLZ
as expense FERA

B SR IRFURERE

FEREE (Mar)

2006 2005
—gexE | —TTAF
HK$’000 HK$°000
FHT FHT
2,744 1,089
52,347 56,693
5,161 5,047
933 944
61,185 63,773
20,815 24,666
939 915
21,754 25,581
239 236
- 3,192
2,862 2,622
601 3,881
- 325
1,996 1,306
1,317 8,463
68,725 73,309
1,531 3,311
1,427 (249)
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Notes to the Consolidated Financial Statements (continued)
e SRR @

10. DIRECTORS’' EMOLUMENTS 10. EEME
The emoluments paid or payable to each of the 7 BENSES TR (CEERF R ES
(2005: 7) directors were as follows: 2T
M. Su Mrs. Chen

Dr.Tsai  Mr. Lee Chien Dr.Su  Mr.Yeh Shieh Mr. Chen Total
YenYu MingTa Cheng ShHsyu Liang Fei Shu Chen Ching 2006
BRI T HEm 353 ERE REWY #E @t
At P b3 At b3 zt £ ZBEXE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000
FEr TAT FEr FEr TAx FEr TAx FEr

Fees ik 1,000 700 600 600 20 20 48 2,988
Other emoluments e
Salaries and HeREM
other benefits 1&fl 14 325 291 564 - - - 1,194
Contributions to RANER
retirement benefits TR
scheme - 6 5 1 - - - 12
Waiver of fees Hems (500) (350) (300) (300) - = - (1,450)
Total emoluments HeeE 514 681 596 865 20 20 48 2,744
Mr. Su Mrs. Chen
Dr. Tsai Mr. Lee Chien Dr. Su Mr.Yeh Shigh  Mr. Chen Total
YenYu MingTa Cheng  ShHsyu  LiangFei  ShuChen Ching 2005

BAT THE BB BER KRB RO A it
Bt piia yiid &t yiid It %t —TTRF
HK$000 ~ HK$000 ~ HKS000  HKS'000  HK$'000  HK$'000  HK$000  HK$'000
TET  TET  TET  TET  TET  TErT  TET  TAR

Fees e 1,000 700 600 600 20 20 48 2,988
Other emoluments e
Salaries and FeRit
other benefits &7 14 326 291 356 - - - 987
Contributions to RARER
retirement benefits TR
scheme - 6 6 2 - - - 14
Waiver of fees Rewe (1,000) (700) (600) (600) - - - (2,900)
Total emoluments e 14 332 297 358 20 20 48 1,089
For the year ended 31 December 2006, each of the HE-ZTTE+_A=1+—HILEFE &
executive directors voluntarily agreed to waive their BITESERRAEREZWRE T4
entitlement to certain remuneration of approximately 1,500,000/ 70 (ZZ=Z A :2,900,000%
HK$1.5 million (2005: HK$2.9 million). JT) e
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Notes to the Consolidated Financial Statements (continued)
e SRR @

1. EMPLOYEES' EMOLUMENTS 11. EEME
Of the five individuals with the highest emoluments in REELERRFMALEE=2 (ZZF
the Group, three (2005: two) as directors of the Company AEMB) EE BEZHESFBEERNLEX
whose emoluments are included in the disclosures in PiEE 10w - H G (ST hF:=4)
note 10 above. The emoluments of the remaining two AT ZB&InT:
(2005: three) individuals were as follows:
2006 2005
—EERF —EThHEF
HK$'000 HK$'000
FHET FET
Salaries and other benefits FreRHEMET 1,262 1,395
Contributions to retirement RO FET B R
benefits scheme a4 28
1,306 1,423
The emoluments of each of the employees are less than SZRERENZMEAEEZMe LR
HK$1,000,000 for both years. 1,000,000/ 7T °
12. INCOMETAX EXPENSE 12. FEBIEX
2006 2005
—EERF —EThHEF
HK$'000 HK$'000
FHET FET
The charge comprises: X HBE
Taxation in other jurisdictions REARLEERR 2 IR
Current year RER 53,983 35,263
Underprovision in prior years BEFERETR 2,144 3,635
56,127 38,898
Deferred taxation (note 32) RIERE (MfaE32)
Current year RER (4,486) (64)
51,641 38,834
Taxation arising in other jurisdictions is calculated at the Hi el iR ELARIBNIREE@ELA
rates prevailing in the relevant jurisdictions. R ZIBITHRERAE
Pursuant to the relevant laws and regulations in Taiwan, BIEAEEEENEEN AEFEETLE
certain of the Group's Taiwan subsidiaries are eligible to B ATISEREAS THEE R

certain tax concessions.
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Notes to the Consolidated Financial Statements (continued)

%= B

TSR M T o

IR =P
12. INCOMETAX EXPENSE (Continued) 12. FiEBiRAx% (&)
No provision for Hong Kong Profits Tax has been made as ARARNE REWBAREMEFESE
the Company and its subsidiaries have no assessable JE ER A ) - A A kS 1S A
profit for both years. fie
The taxation charge for the year can be reconciled to the F R EARA W R RBR B AT F Bk
profit before taxation per the consolidated income J{UN
statement as follows:
2006 2005
—EERE —EThHEF
HK$'000 HK$'000
FET FET
Profit before taxation BRA% A& A 174,453 119,845
Tax at domestic rates applicable to BIERT BN E
profits of taxable entities in BIZAN - HREH
the countries concerned BEHE 55,522 38,710
Tax effect of expenses not deductible ~ NEJFIFH X H 2 B2
for tax purpose 10,492 8,093
Tax effect of income not taxable for BERRBRAZ BEE
tax purpose (10,273) (6,518)
Tax effect of tax losses not recognised ﬂiﬁEMﬁREEﬂEZMﬁ%?ﬁ; 3,324 5,039
Tax effect of tax concession provided BT —RaENBRRBH
to aTaiwan subsidiary TR G2 (9,631) (10,149)
Tax effect of share of loss of BE—RBERRBEL
an associate k3= 62 24
Tax effect of share of loss of a FEE—RERIEHIE S
jointly controlled entity Bz Mg 8 1 -
Underprovision in prior years BEFEERENR 2,144 3,635
Taxation charge for the year FRBIEZ T 51,641 38,834
Note:  As the Group operates in several different tax Hiat: BRARERZETRREEERL
jurisdictions, separate reconciliations using the domestic & ASERIBS el AR E R R
tax rate in each individual tax jurisdiction have been RN EHERBAHIL R
aggregated and presented.
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Notes to the Consolidated Financial Statements (continued)
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The final dividend of HK$0.030 (2005: HK$0.020) per
share and a special dividend of HK$0.0125 (2005: Nil) per
share, amounting to approximately HK$60,000,000 and
HK$25,000,000 respectively, have been proposed by the
directors and is subject to approval by the shareholders in
general meeting.

14. EARNINGS PER SHARE 14.
The calculation of the basic earnings per share
attributable to the equity holders of the Company is
based on the profit attributable to the equity holders of
the Company of HK$123,198,000 (2005: HK$81,092,000)
and on the number of 2,000,000,000
(2005: 2,000,000,000) ordinary shares of the Company in
issue during the year.

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

\

13. DIVIDENDS 13. EKH
2006 2005
—EERE —ETRF
HK$’000 HK$'000
FET FEr
Dividend recognised as distribution  FRTERIER] 95k 2 & F)
during the year:
Interim dividend, paid — BR B HARR R —
HK$0.0140 per share /% 0.0140 87T
(2005: HK$0.0090) (ZZZTH4F : 0.0090B7T) 28,000 18,000
Special dividend, paid — BB B F —
HK$0.0060 per share /% 0.0060 77T
(2005: HK$0.0040) (ZZZHF : 0.004087T) 12,000 8,000
Final dividend, paid — BRE R EARRF) —
HK$0.020 per share /% 0.020 87T
(2005: HK$0.0175) (ZZZHF : 0.017587T) 40,000 35,000
80,000 61,000

FEERIRRERFEZAX0.0308 T (=ZF
TRF:0.020/%870) KAFRIRRFEAR0.01257%8
T (ZEERF ) - 554 $£4£960,000,000
77T 525,000,000 7T - EZEFFAR BRI ER K
it

BRER

ANABIRREGEREREF TIREARR
AR R B3 F1123,198,0008 T (Z T F
A4 :81,092,000%87T) RARBFANLDE
TEBEAYE B 2,000,000,0008% (ZZZH
£:2,000,000,0000%) 5t& -

HAARBLED BTRBECERETEL
B B E 2D SREER T
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Notes to the Consolidated Financial Statements (continued)
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15.

INVESTMENT PROPERTIES REYE
HK$'000
FET
FAIR VALUE AF¥E
At 1 January 2005 R-EERF—HF—H 160,459
Exchange realignment bE H (5,283)
Increase in fair value recognised in the ~ RéRA U KRERZ ATFE
consolidated income statement #hn 4,477
At 31 December 2005 RZZBZERAF+_A=+—H 159,653
Exchange realignment bE A% 2,255
Increase in fair value recognised in the ~ R4RA WA RIERZ
consolidated income statement NIEEN 320
At 31 December 2006 R-ZBEXRF+ZA=+—H 162,228

The fair values of the Group's investment properties at

31 December 2006 have been arrived at on the basis of a
valuation carried out on that date by Messrs. Vigers
Landmart Taiwan Limited, independent qualified
professional valuers not connected with the Group.
Messrs. Vigers Landmart Taiwan Limited are members of
the Institute of Valuers, and have appropriate
qualifications and recent experiences in the valuation of
similar properties in the relevant locations. The valuation,
which conforms to International Valuation Standards, was
arrived at by reference to market evidence of transaction
prices for similar properties.

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

The carrying value of investment properties shown above
are situated on freehold land outside Hong Kong.

AEBZEEWMER_TERF+-A=
FT—RAZATFETREAREEN REE S
B A EREEMERMMessrs. Vigers
Landmart Taiwan Limitedi#1T 2 HEAE
#1854 -Messrs. Vigers Landmart Taiwan
Limited &4 ERTE € (Institute of Valuers)
25 BEFSEAR i MAEEA
R &5 BRAMERTE BB EE
#£8|(International Valuation Standards) * J3

REZBUNEZ XS ERDHEES -

AEBENKEHERERERDNEESHE
RHEZ MFERER AR FEEAGE
WD BRRIWEREME-

A ERREMERAEBENREEHINZ K
AR

ZERREFR HAXEVRBRFERAT
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Notes to the Consolidated Financial Statements (continued)
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el

16.

¥R T

PROPERTY, PLANT AND EQUIPMENT 16. TEHE -BERRE
Furniture,
Freehold Leasehold fixtures and  Construct-
land improve-  Plant and Motor equipment ion in
XA%E  Buildings ments machinery  vehicles KE£E  progress Total
1 i 2 HEYR RS RE Rk ERIR @t
HK$'000 HK$:000 HK$'000 HK$:000 HK$'000 HK$:000 HK$'000 HK$'000
TAT TAT T T FAL T FAL T
cosT A
At 1 January 2005 RZZERE-F-H 23818 116,828 65,393 24,965 5248 48,949 - 285,201
Exchange realignment EREE - 883 334 504 61 (204) - 1578
Additions R - 12,878 5,259 2,506 959 3295 - 24,897
Disposals e - - (12,360) (1504) 518) (5,085) - (19,467
At 31 December 2005 RZZ2RE
TZA=t-8 23818 130,589 58,626 26,471 5,750 46,955 - 292,209
Exchange realignment ERAE 336 4135 1,598 992 (542) 1841 12 8,372
Additions R - 551 6,013 1,060 1,508 1,691 542 11,265
Disposals e - - (5,784) (471 (596) (625) - (7476)
At 31 December 2006 R-ZEAE
+-B=1-H 24,154 135,275 60,453 28,052 6,120 49,762 554 304,370
DEPRECIATION il
At 1 January 2005 W-25R%-R-H - 18,153 37,626 15,988 2914 27,075 - 101,756
Exchange realignment EiA% - 17 247 384 56 (144 ) - 560
Provided for the year EREE - 3,031 11,025 2,366 786 7458 - 24,666
Eliminated on disposals B HEE RIS - - (9.498) (657) (345) 2,998) - (13,498)
At 31 December 2005 RZZEn%F
+-A=1-H - 21,201 39,400 18,081 341 31,391 - 113,484
Exchange realignment EiA% - 632 1,134 752 44 840 - 3402
Provided for the year ENEE - 3,120 8,918 2,188 675 5,914 - 20815
Eliminated on disposals RERHEH - - (5,668 ) (350 ) 462 ) (330) - (6810)
At 31 December 2006 R-ZFAE
+ZA=1-A - 24,953 43,784 20,671 3,668 37,815 - 130,891
CARRYING VALUES REE
At 31 December 2006 R-ZEAE
+-B=1-H 24,154 110,322 16,669 7,381 2,452 11,947 554 173,479
At 31 December 2005 RZZEn%F
TZA=t-8 23818 109,388 19,26 8,390 2,339 16,564 - 178,725
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Notes to the Consolidated Financial Statements (continued)
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16.

PROPERTY, PLANT AND EQUIPMENT

(Continued)
The carrying values of buildings shown above are situated
on:

Land held in the PRC under medium AR BRI AR B i
term land use rights BRI 2 i
Freehold land in Taiwan N ERE KA ERELTH

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

Freehold land Nil

Buildings 40 - 55 years

Leasehold improvements The shorter of the
unexpired period
of the lease and

estimated

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

During the year ended 31 December 2005, the Group
had acquired buildings in the PRC. While the Group had
paid substantially the purchase consideration, the
relevant government authorities had not granted formal
title to certain of the buildings to the Group. As at 31
December 2005, the carrying values of the building for
which the Group had not been granted formal title
amounted to approximately HK$13.0 million. The formal
title of these buildings had been granted to the Group
during the year ended 31 December 2006.

Certain plant and equipment with a total carrying values
of HK$3,363,000 (2005: HK$11,016,000) were entrusted
to the operators of the Group (note 24).

TEE BENEE(E)

PR FREEMRA R

2006 2005
= —ETRE
HK$’000 HK$'000
FET TBIT
93,622 92,321
16,700 17,067
110,322 109,388

AT EE B KRR A SRR E AR
AT R H7

KAFERE LTI i
BF 40-55%
MEMR FepE
FHREFT

AMERAFEZ

BRE

TR % M i 25 5-104F
A 354

RE -KERKE 2-164F
 E_ETRFET_A=1+—HILEFE K
FEERTRBAZEBEF -HAREED
SARELEERE  BREABTIHBPIIART
ATEFHEFRAEETAER RN _TF
AFE+_A=+—B AEERELHER
¥ EFMEREEL 413,000,000 7T
REEF I EREROREE_ST A F
+ZA=+—ALFEHIETFAER-

R4 %83,363,0008 T (ZEERH4F:
11,016,000/70) < & TS KR HEE LT
FAREBENB R RKLEE (FiFE24) -

ZERREFR HAXEVRBRFERAT
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17. PREPAID LEASE PAYMENTS 17. ERAL#HBEER
2006 2005
—EEXF —ETHF
HK$'000 HK$'000
FET FET
The Group's prepaid lease payments AEE 2z B ALMEER
comprise land use rights in the PRC BIERFBILAPEAFEAY
under medium-term land use rights a2z T E R 9,363 9,275
Analysed for reporting purposes as: BEARAEITAT:
Non-current asset JEMBEE 9,119 9,039
Current asset MBNEE 244 236
9,363 9,275
18. INTANGIBLE ASSETS s,
18. B|EE
Patents Web site
and development
trademarks costs Software
=y FukmER costs Total
KEE BA BHEA @5t
HK$'000 HK$'000 HK$'000 HK$'000
FAET FAET FHET FHET
COST D%
At 1 January 2005 R-EERFE—F—H 1,649 4,530 696 6,875
Exchange realignment fE X AR 63 106 - 169
Written off HisH - - (696) (696)
At 31 December 2005 RZZEZRF+-A=+-H 1,712 4,636 - 6,348
Exchange realignment B R 24 166 - 190
At 31 December 2006 R-EEXF+-A=1+-H 1,736 4,802 - 6,538
AMORTISATION B
At 1 January 2005 RZZEERF—[—H 1,649 2,718 371 4,738
Exchange realignment B S R 63 76 - 139
Charge for the year AEEZH - 915 - 915
Written off il - - (371) (371)
At 31 December 2005 RZEZRF+-A=+—-H 1,712 3,709 - 5,421
Exchange realignment B AR 24 154 - 178
Charge for the year AEEZH - 939 - 939
At 31 December 2006 R-EEXF+-A=1+-H 1,736 4,802 - 6,538
CARRYING VALUES BREE
At 31 December 2006 RZEBEXE+-A=t—H - - - -
At 31 December 2005 RZEERF+_A=+—H - 927 - 927

140

Natural Beauty Bio-Technology Limited Annual Report 2006



Notes to the Consolidated Financial Statements (continued)

AR e B Rk M RE o

18.

19.

INTANGIBLE ASSETS (Continued)

Patents and trademarks are internally generated and the
website was acquired from third parties.

The above intangible assets have definite useful lives.
Such intangible assets are amortised on a straight-line
basis over the following periods:

Patents and trademarks 5-10 years
Web site development costs 5 years
Software costs 5-10 years
GOODWILL

COST

At 1 January 2005
Exchange realignment

At 31 December 2005

Exchange realignment

Arising on acquisition of additional interest
in a subsidiary

At 31 December 2006

IMPAIRMENT
At 1 January 2005
Impairment loss recognised for the year

At 31 December 2005 and 2006

CARRYING VALUES
At 31 December 2006

At 31 December 2005

For the purposes of impairment testing, goodwill has
been allocated to individual cash generating unit, namely,
sale of cosmetic products (CGU). The carrying amounts
of goodwill as at 31 December 2006 is allocated to this
CGU.

18.

19.

‘BILEE (&
??ﬂ%&?é’ﬁ’fﬂ% NEINEPEL AR 8
E=TTA-

taEpEESBREERFR-ZEFET
BERABERER TS FHHEHE:

R R R 5-10%F
HEuk FEE A 54
BUFRCAR 5-10%F
RS
HK$'000
FET
B
N_ZEZTHE—A—H 16,801
b 5 % 289
RZZEERF+-A=+—H 17.090
P& H FR 531

WEER B A RIEIMEREE
8,778

R-EBEXF+=ZA=+—H 26,399

HE
R-TTRE—A—H -
REFERZBERE 3,192
RIZEZTRHER -TENF
+-F=+—H 3,192
IEEE

R-EEXF+=ZA=+—H 23,207
R_EZRF+-_A=1+—H 13,898

BRI BEE SREERREELE
i (MEFER) R_FEAFT-A=+
— A EEREENSRENRSELE
fire

—ERRXREFE BAXEVRERRL
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19.

20.

GOODWILL (Continued)

The recoverable amount of the CGU has been
determined based on a value in use calculation. That
calculation uses cash flow projections based on financial
budgets approved by management covering a five-year
period using a declining growth rate, and discount rate of
8%. This growth rate is based on the relevant industry
growth forecasts and does not exceed the average long-
term growth rate for the relevant industry. Another key
assumption for the value in use calculations relate to the
estimation of cash inflows/outflows which include
budgeted sales and gross margin, such estimation is
based on the unit's past performance and management's
expectations for the market development. Management
believes that any reasonably possible change in any of
these assumptions would not cause the aggregate
carrying amount of the CGU to exceed the aggregate
recoverable amount of the CGU.

INTEREST IN AN ASSOCIATE

Cost of unlisted investment in
associate

Share of post-acquisition profits,
net of dividends received

PRA

Rl

19.

20.

REE AR EENIREZ

FEAGWRB 128 ) - FNBR

BmaE (E)

ReES BN ESECRIEERE
EtE S EDARREEECRENDF
PBFAENRSRETN A TRRIERETR
8% ITNEEH H UL B R ETHIRIEAARETT S
IERIER ET AT B %A TR PR
EEXR-FREEFEZS —RERHRRE
BFABRERA R (BEREEELER
R)EM BRGFRRSELEMZBE
RANEREHMSRR CBMEE -T2
BREEMNZEREAVELRENAEZE:
TeEYReEL BN 2 REMAERRR
SEABMZAWEESTE-

2006 2005

S A
HK$’000 HK$'000
FET FHT
942 942
(569) (397)

373 545
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20.

INTEREST IN AN ASSOCIATE (Continued) 20. R—XBEARZER (B)
As at 31 December 2006, the Group had interest in the RZZEERF+A=1+—RH AEERT
following associate, which is an unlisted corporate entity: MBI EMEEER BEARFAER

Proportion of
Issued and nominal value

Place of fully paid of registered
Form of registration registered capital held
business and operation capital by the Group
Name of entity structure Bk BRETRBE ZAE@AHEEEM  Principal activity
BRER ERERER eI HfER EXAEERS ETEER
Shanghai Rui Registered PRC RMB5,000,000 20%  Provision of health
Mei Medical 2E3 H AR #5,000,0007T care services
and Health-care REEEER RS
Company Limited
HEREERRERE
BRAT
The summarised financial information in respect of the AEBEBE NG 2 MBERBERT:
Group' associate is set out below:
2006 2005
—EERF —ETRHEF
HK$'000 HK$'000
FHET FET
Total assets BERE 3,433 3,707
Total liabilities BfERE (1,568) (982)
Net assets BEEFE 1,865 2,725
Group's share of net assets of NEBEEEEE AT
associate BEFE 373 545
Revenue Wz 5,846 6,306
Loss for the year REEBE (860) (300)
Group's share of loss of associate NEEREBEN
for the year B N E)Es e (172) (60)

ZERREFR HAXEVRBRFERAT
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21. INTEREST IN A JOINTLY CONTROLLED 21. R—HAREHERZEDS
ENTITY
2006 2005
—EERE —EThHF
HK$’000 HK$'000
FHET FET
Cost of unlisted investments in R—REFEHIEEEIE LT
a jointly controlled entity & 2 AR 358 -
Share of post-acquisition profits, FEAE W 1R T - kR
net of dividends received 2R F (5) -
353 -
As at 31 December 2006, the Group had interests in the RZZEERF+A=+—H AEENIU

following jointly controlled entity, which is an unlisted

corporate entity:

Form of
business
Name of entity structure
ERER BT
A BREZAR Registered
rERHERRA BB

TEFE LT EER Y AR HE RS

Proportion of
nominal value

Issued and of registered
Place of fully paid capital held
registration registered by the Group
and operation capital AEERE
2k BRTR B:MEX  Principal activity
TEH BRAMER EELA  FEEH
Taiwan NT$3,000,000 50% Provision of health
B #14#3,000,0007T care services

The summarised financial information in respect of the
Group's jointly controlled entity which are accounted for
using the equity method is set out below:

Current assets MEBEE
Income WA
Expenses s

R EEERY

BRAAERRSIR 2 AR BARES B

2 BRI EEIINT

2006 2005
—EERF —ETRHE
HK$’000 HK$'000
FHT T
353 -

2 —

(7) -
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22.

23.

24.

TSR M T o

AVAILABLE-FOR-SALE INVESTMENTS

Available-for-sale investments as at 31 December 2006
comprise:

22.

FELEMRAE S LA

Unlisted equity securities, at cost

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

INVENTORIES 23.
Raw materials B
Work in progress EEMm
Finished goods EERK
24.

TRADE AND OTHER RECEIVABLES

Trade receivables B S REUARK
Prepayments and deposits FENFIE RS
Financial refunds receivable FEU B TSR X
Other receivables HAb FEUR AR R

Total trade and other receivables

B 5 N Bt FE AR SR AR R

A

AHtHERE
R-FERNF+_A=t—HAZAHKE
REBRE:

2006 2005

—gerE | —TEas
HK$000 HK$°000

FHT FHT

6,786 6,786

i EBRERKA AT 2R,

ABEBAEITIE LBRAEFNRE - R
FHRLMBRENEFTAEAFEZBEELR
RKARREZRRTEAFEEAFE
B EIE LR ENSEE RIZK AT
BORERETE-

rE

2006 2005
—gexE | —TTIF
HK$’000 HK$'000
FHT FHT
29,340 24,271
2,676 2,480
31,557 29,726
63,573 56,477

B 5 K H PR AR
2006 2005
—gexE | —TTIF
HK$’000 HK$'000
FHT FHT
85,990 77,891
20,446 14,760
26,858 19,206
31,611 29,372
164,905 141,229

—ERRXREFE BAXEVRERRL
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24. TRADE AND OTHER RECEIVABLES (Continued) 24.
The Group allows a credit period ranging from one to six
months to its trade customers. The following is an aged
analysis of trade receivables at the balance sheet date:

Within 180 days 180H A

181 days to 365 days 181HZE365H
1 to 2 years 1824

Over 2 years 2F Ak

Since 2002, certain subsidiaries have entered into Assets
Entrustment Agreements with various operators.
Pursuant to these agreements, these subsidiaries
appointed an 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 product, the provision of beauty training
courses and the provision of assistance to the subsidiary
in the development of the franchise network. The
appointments are effective for period ranging from one
to five years and the operators are required to pay the
subsidiaries an entrustment fee which is determined
with reference to the net asset value of the respective
subsidiaries at the date of the agreement. The operators
are entitled to retain any profits and are obligated to bear
any losses, excluding the depreciation of property, plant
and equipment, arising of the Entrusted Assets under
the operators’ management and operation. The
subsidiaries retain the title to the property, plant and
equipment. As security for the operators’ obligations
under the agreement, the operators are required to place
a security with the subsidiaries.

\

B2 REMERIRR ()
AEBGRTRESGEP—EXBAZEER
H-RNEERZE 5 RYERFRE DT

T
2006 2005
—EERF —ETRHE
HK$’000 HK$'000
FHT BT
73,836 71,956
8,937 5,022
2,944 307
273 606
85,990 77,891

S

B_ZZT_F# ZTHBARESZREE
BN EBEZTRERH - REZE RS
ZEMNBRARRIKEEEERKERES
S ([ZABEEE]) REiRftspa i E
AR HEEAREEER REERE
FIERE R BB B A B MBS s
EEHA—ERF BFARNMBRARXN
—E2EMBARRHEAREEFEE
FIZERKEEBRRBENEERKEE
MBS AEEEEEMNEMEF) WEX
EEHREERKEHNESAEEEESL
KT E R T EIETBE  BI% Rl fE
FE-MBARIRBTEE BB RRHEZ
BER-BIEZGE KEEERNBEAR
BR—EREFS UREEBITERHZE
TEEe
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Notes to the Consolidated Financial Statements (continued)
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24.

25.

TRADE AND OTHER RECEIVABLES (Continued)
The impact of the assets entrustment agreements on the
consolidated financial statements are summarised as
follows:

24.

XAEEmS IREREE

Carrying values of plant and equipment
entrusted

Entrustment fee income for the year FRERFLE W

At the balance sheet date, the following outstanding

balances arising from the assets entrustment

agreements with operators are included as other
receivables in the balance sheet:

EMEZ LB

AEEELEEE
JEMFE W B (R5 K
AR HEBRIN)

Entrustment fees receivable

Consideration receivable for sale of
assets (other than plant and
equipment) to the operators

The fair value of the Group’s trade and other receivables
at 31 December 2006 approximates to the corresponding
carrying amount.

HELD-FOR-TRADING INVESTMENTS

Held-fortrading investments as at 31 December 2006
include:

25.

TR ETRAES

Listed equity securities outside
Hong Kong

B 5 REAERARRR (
SREAEGREB AU BREZHLH
T
2006 2005
—eBAE |  —TTAE
HK$’000 HK$'000
FHT FHT
3,363 11,016
4,704 5,255

REER UTARKEENBERTLE
BHREEZ RRZHBEREEABRIIE
HoA e YR K -

2006 2005
—E®AE | -TTAF
HK$000 HK$°000
FHT FHAT
13,203 9,020
2,969 5,080
16,172 14,100
R-BTRFT-A=+— R AKEES
RS AR AR R 2 A B R AR AR 1
-
RERERE
RoBEAFHA=+— R HHEEER
B
2006 2005
—E®AE | —TTAF
HK$000 HK$°000
FHT FHAT
27,713 26,491

ZERREFR HAXEVRBRFERAT



Notes to the Consolidated Financial Statements (continued)

FERERE (B)

BB EEEREZ ATFEEDZERR
SFfFTERc TS BB E.

RITHEEFRRAS
BTEFERRSEEASEMFRS KR
HEIA =B ASARNZ REIRITE R %S
BERMREHEENFERS L SR
503385 23EHE (ZETRF §F
0.33%4.18[E) °

iR e ISR M @
25. HELD FORTRADING INVESTMENTS 25.
(Continued)
The fair values of the above held-for-trading investments
are determined based on the bid prices quoted in the
overthe-counter market.
26. BANK BALANCES AND CASH 26.
Bank balances and cash comprises cash held by the
Group and short-term bank deposits with an original
maturity of three months or less. The carrying amount of
these assets approximate their fair value. The amounts
bear interest which ranged from 0.33% to 5.23% per
annum (2005: 0.33% to 4.18% per annum).
27. TRADE AND OTHER PAYABLES 27.

Trade payables H 5 ERER
Deposits from customers BRife

Other tax payables HAth 15478
Other payables H b FETBR K

B 5 N E AR BR AR

Total trade and other payables

The following is an aged analysis of trade payables at the
balance sheet date:

B 5 R EMENIRR

2006 2005
—ERAE —“TTRF
HK$’000 HK$°000
FHET THET
16,607 16,593
20,896 16,088
8,618 15,785
24,077 33,5675
70,198 82,041

REERAZEZENRFERER O :

Within 180 days 180BHA

181 days to 365 days 181HZE365H
1 to 2 years 15224

Over 2 years 2F Ak

The fair value of the Group's trade and other payables at
31 December 2006 approximates to the corresponding

amount.

2006 2005

— —TTRF

HK$000 HK$'000

TET T

15,347 15,949

16 -

607 500

637 144

16,607 16,593

ALEE S RAMEMERN ST RF

Tt A=t RZAVELEEARKREE
et
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28.

29.

DEFERRED INCOME

Prepaid treatment fees FENEIRE

Deferred income represents the receipts via credit cards,
cheques and cash from sales of beauty services to
customers and recognised in the consolidated income
statement upon provision of the services to the
customers.

RETIREMENT BENEFIT PLANS

(a) Defined benefit plan
The Group's Taiwan subsidiaries participate in a
central pension scheme providing benefits to all
employees in accordance with the Labour
Standards Law (as amended) in Taiwan. The
Group has an obligation to ensure that there are
sufficient funds in the scheme to pay the benefits
earned. The Group currently contributes at 2% of
the total salaries as determined and approved by
the relevant government authorities. Under the
schemes, the employees are entitled to
retirement benefits equals to two months’ salary
for each year of service for the first 15 years and
one month's salary for each year of service
following the 15 years, but not more than 45
months' salary in aggregate on the attainment
age of 60. No other post-retirement benefits are
provided.

The Group's net obligation in respect of the
pension scheme is calculated by estimating the
amount of future benefit that employees have
earned in return for their service in the current
and prior periods; that benefit is discounted to
determine the present value, and the fair value of
any plan assets is deducted. The calculation is
performed by a qualified actuary using the
projected unit credit method. An actuarial
valuation as at 31 December 2006 was carried
out by a qualified staff member of
PricewaterhouseCoopers Taiwan, who is a
member of the Taiwan Enrolled Pension Actuary.
The actuarial valuation indicates that the Group's
obligations under this defined benefit retirement
scheme are 15% (2005: 18%) covered by the
deposits paid with the Central Trust of China, a
government institution.

28.

29.

EZEWA
2006 2005
—EERF —ETRHE
HK$’000 HK$'000
FHT T
9,336 8,489

ERBAERE P HEXTIRGMERRE
AR XRERSREZFR RAEFRE
RIS AR & I R FERR o

RKERIETE

(a) EEEFGE
AEERENBARIRESESE)
HEE (ER]) 209 fUR K2 5T
g megEBRNEN -AEEE
BEEREAIEAMES MRS
JEETZ Z 18 F| - AR BRI BRI
FEREEMMUEZ AN LLRFTE
BEBIEL 2% HFR-RIEF SRS
S EVSERBFESEFEZAE
SRMIEAFHM 2 RKERN 2
15{ERGFE R AEEFE—EA
#1226 05RES TS AR RA46(E
RA#F & AEELEREHEMRK
BBHe

REE R IRSFEEE BT
g hikE B AT HRF IR
HIRISEER 2 B RFATET S8
FE-BERNeTE SR RE
MM SIEE 2 A ERIEH
BB ERAERBEMER
FERFEMBNRANEABE - RZE
ERF+-A=+—HZBEER®E
HEHEHMERMzAEKRET
#1718 ATaiwan Enrolled Pension
ActuaryZ & B - fEE AR NE
BERERBEARAREIETES A
15% (ZZZTRHF:18%) - HEATE
F#ERRETER 2 ReER-

ZERREFR HAXEVRBRFERAT
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29. RETIREMENT BENEFIT PLANS (Continued) 29.
(a) Defined benefit plan (Continued) (a)

Notes to the Consolidated Financial Statements (continued)
e SRR @

The principal assumptions used for the
purposes of the actuarial valuations were
as follows:

Discount rate HriEx
Expected return on plan assets BRI ELEEES

Expected rate of salary increases  TEHAZEMIE ANIESE
The actuarial valuation showed that the

market value of plan assets was

HK$1,965,000 (2005: HK$2,366,000).

Amounts recognised in profit or loss in
respect of the defined benefit plans are as
follows:

Current service cost IR AR TG AR AN
Interest on obligation FLERA
Expected return on plan assets FHEIEE 2 TEEE R

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

Present value of funded defined  BE&E & FREEF
benefit obligations BEBHRE
Fair value of plan assets FrEIEEATE

RERFBE Wt F 5

Net unrecognised actuarial gains

EREMERS
BEFHE

Net liability arising from defined
benefit obligation

RCERE ()
EREAE (B

1] KRz ERERROT:

2006
—EBARE

3.75%
2.75%
2.50%

2005
—ETRF

3.75%
2.75%
2.50%

REAEENTEEEME
£1,965,0008 0 (—E=
T4 2,366,000/ 7T) ©

(ii) RIBER R ShE BRI Bl

RzeBmT:

2006 2005
—BAE | —TTAE
HK$’000 HK$°000
FHT FHT
517 523

482 488
(66) (67)

933 944

(i) AEEBERENEBIAE
EEHERECAARSEE
BEXR #IOT:

2006 2005
—gexE | —TTAA
HK$’000 HK$°000
FHT FHAT
12,827 12,686
(1,965) (2,366)
455 570
11,317 10,890
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29. RETIREMENT BENEFIT PLANS (Continued) 29.
(a) Defined benefit plan (Continued)

(iv)

(a)

Movements in the present value of the
defined benefit obligations in the current

year were as follows:

At 1 January

Current service cost
Interest on obligation

Benefits paid
Actuarial gains

Exchange differences on

foreign plans

At 31 December

w—HA—HR

R AR AR
BHHE
[SAREER
FBEE W as
N BIE

R+-—A=+—H

Movements in the fair value of the plan
assets in the current year were as follows:

At 1 January

Contributions from the employer
Expected return on plan assets

Benefits paid
Actuarial losses

Exchange differences on

foreign plans

At 31 December

W—A—8
BEHERK
FTEIEERHDR
BAHEF
1BEEE
SNt =5
w+=—A=+—8

RAKBEFRGE ()

EERAE (B)
(vl RAFEZTEBEMERR
LN
2006 2005
— e
HK$°000 HK$'000
TET TBT
12,686 12,363
517 523
482 488
(907) -
(130) (591)
179 (97)
12,827 12,686

V)  RAFEZFEEEATE

gEyunT:

2006 2005
—2EAE —ETHF
HK$’000 HK$'000
FET FET
2,366 1,987
425 671

66 67

(907) -
(15) (34)
30 (325)
1,965 2,366

ZERREFR HAXEVRBRFERAT
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29. RETIREMENT BENEFIT PLANS (Continued)
(b) Defined contribution plans

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

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

The total cost charged to income of
HK$5,173,000 (2005; HK$5,061,000) represents
contributions payable to these schemes by the
Group in respect of the current accounting period.

Notes to the Consolidated Financial Statements (continued)
e SRR @

29.

RKERE ()
ERHEFR G E

(b)

(i)

(ii)

AEERBEESREIMEATE
SRENEFI AR EBRER
plEEgENER 2 EER
UoaHIEATEEE ([F
BoaiEertEll) RIREA
B E L (KIERT) &
SoaHIEATEREE ([4
ERTEERTE]) B EMTE
SEEIREERESTE A
HBM St ABIE Z E5Ai
RARGTBl-RIE S Boafa
ST R AEBESTE
EEREEZHAD B
SR EENEE B BWRA
5% N6% 2 3 BEMTE
SREIZZABRA LR
/420,000 70 T & &R iE
B ES A RA L
MR st Bt REN SR E S
Frge

AEFTEMBLRIEES
PERAEE 2 BREER
R B B - B R
RAIEREFBERMRE
REDRESSMNZERE
E RSS2 ERUBURIK
stEl-REARRIEBER
AR IR E RIS 2
ERFr & AR AR 4 HAUCER
RRE - BIBFE &M%
FIRRE TRBURKE
AEBEARETHELER
HA (RS 2 %% LA HE
AT RRE ARG B R
B it 2 F /2 4N R
B EmEZ SR A H
MRARBRNRERE (E-

FFAMA Z 885K AN 55,173,000/ 7T

(ZZZR%F:5,061,000/87T) '8l
AEBBRRITS M EMNZES
Bl 2 3R
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30.

31.

SHARE CAPITAL 30. BE&X
Number of
shares Amount
BRHEE &8
HK$'000
FET
Ordinary shares of HK$0.1 each BREEC. BT EER
Authorised: JETERRA
At 1 January 2005, RZZETRF—A—1-
31 December 2005 and —EERF+ = H
31 December 2006 = +—HERZZETRF
+=—A=+—H 4,000,000,000 400,000
Issued and fully paid: EEITRER:
At 1 January 2005, RZZETRF—A—1-
31 December 2005 and —ETRF+A
31 December 2006 Zt+t—HRZZTERF
+=—A=+—H 2,000,000,000 200,000
SHARE OPTION SCHEME 31. RBRFEFE

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

BREBRIR-_TT_F=A+—HBAZ
EmMARE NABIRERM— IE%Hx%quilJ
([RRxHERT &) MRIRRARMERT & AR
ARAARARSEMB ARz 2RES (’FE?%
WITEEIENITES) BRHRRE 3 E
% SR AR A AR (B S ST SR BB AR 15 - FT 3%
R AR B RN IR S B H#ERT28 B AR
E/LHXEEE+EIJHT‘BA—7 7—¢ ﬂ+ EH:L
+-4F BRFEIRHE A R iR IR A AR
AEEE ([E5g)]) RERRERRAEN
& B AR AR BRI TR R AR - A (A
BT BRI AR A BARAT +F A
T -RIBRRETE ESSHNERR
TJJ R ﬁ%ﬁ‘iﬁ ﬁa”ﬂ@’] B EEERERT
REETSIRATERZESE (@R
RARER Hﬁ (WEREER) RO IEEFT
FRABEEMREME: ROREEELE
FARRRAE B EART AR 5 EI AR 19 FABSE 22 B
B RMEERTARTE.

—ERRXREFE BAXEVRERRL
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31.

32.

SHARE OPTION SCHEME (Continued) 31.

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

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

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

DEFERRED TAXATION 32.

The following are the major deferred tax assets and
liabilities recognised in the balance sheet and movements
thereon during the current or prior years are as follows:

ARESHE (8)

AABAAEESEBER BB 8 RE
PREE K b SCPTl 5E # T IR AR R A R AX
MRS ECREEBER R S HEE K 7358

RR BRI B R AR E] (KB R
EAATE M E B R BB M ARITEEITESN

VRIAEEI TR M A T EITHOMRMD AR T
FEBAQR (GHMBAR) TREETH
BRARRIESRHIB0% ° WEBEIREE BTG
RIEARRE (KB HEMAER G

R

AR R AR R AT 8IS A
R

IESER TR
AT RBRERBEFENEERFBERER
ZEEREMBEENAENLES):

Other
Allowance Defined Unrealised short-term
for bad and Revaluation benefit  profitson temporary
doubtful of liability inventories differences
debts  properties EEER KR Rt g Total
REGRE  EauE BE  FEEH BHER @zt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FiEr FiEr T T T FiEr
At 1 January 2005 RZEZRE-F—-H (746) 2,239 (2,350) (3,880) 8 (4,729)
Exchange realignment AR 182 49 (102) (223) 171 77
Charge (credit) to consolidated ~ RERANERHG
income statement GtA) 3 569 (274) (575) 182 (64)
At 31 December 2005 RZEERF+ZA
=+-R (630) 2,857 2,726) 4,678) 361 4,716)
Exchange realignment BRE (7) 40 (39) (214) (15) (235)
Charge (credit) to consolidated ~ REFAYRERAR
income statement GtA) 7 (314) (190) 4,033) [21) (4,486)
At 31 December 2006 R-ZBRE
+=A=1+-8H (465) 2,583 (2,955) (8,925) 325 (9,437)
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32.

33.
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DEFERRED TAXATION (Continued)

At the balance sheet date, the Group has unutilised tax
losses of approximately HK$81,305,000 (2005:
HK$71,880,000) available for offset against future profits.
No deferred tax asset has been recognised of such tax

losses due to the unpredictability of future profit streams.

The Hong Kong tax losses of HK$33,659,000

(2005: HK$30,797.000) do not expire under the current
tax legislation in Hong Kong and all other tax losses will
expire from 2006 to 2010.

OPERATING LEASES

The Group as lessee

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

Minimum lease payments &EHSHK
Contingent rental payments A BT

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

Within one year —F R
In the second year E4F
In the third year E=F
In the fourth year FEPF
In the fifth year ERF
Over five years BBAF

32.

33.

42

EEBE (8)
REER ASEBERDAREEBLY
81,305,000/ 7T (ZEZ R 171,880,000/
TT) FRYE AR SOR T AR BEMETE H 1805
FISOR - B b I £ 5k 8 B R TE B 1B FE R T
FRIBEE-RIBEARITRO HEFIEEE
33,659,000/ 7T (ZZZ R 130,797,000
70) TR E MATE EMBIEER TR
FE_T—TFE|H.

mEEN

REFEEREBEA
FAAEBERBEELHEOAER
EHNATHEE:

WMAEY

2006 2005

= —ETRE
HK$’000 HK$'000
FET TBIT
13,850 13,815
3,947 4,175
17,797 17,990

REE R ARERE TR BEHL LML
RTHIZIE BB 2 SER S AN T :

2006 2005
—EERE —ETRF
HK$'000 HK$'000
FHT F&T
6,860 9,489
4,769 6,468
3,293 4,681
1,648 3,354
504 1,732

- 561

17,074 26,285

—EFE

—=

TREFE BAXEVRBERRLD
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33. OPERATING LEASES (Continued) 33.
The Group as lessee (Continued)
Operating lease payments represent rentals payable by
the Group for certain of its leased properties. Leases are
negotiated and rentals are fixed for an average term of
five years. In addition, the Group’s PRC subsidiaries have
commitments to make rental payments at a percentage
of turnover for certain leased properties.

Furthermore, there are commitments of HK$2,172,000
(2005: HK$5,705,000) in respect of future minimum lease
payments, which fall due within one to over five years,
under non-cancellable operating leases entered into by
the Group. The business operations at these premises
have been entrusted to operators as described in note 24
who are responsible for the payment of the rentals to the
respective landlords. New lease agreements will be
entered into between the landlords and operators on
expiry of the current lease agreements.

The Group as lessor

Property rental income earned during the year was
HK$8,399,000 (2005: HK$7,140,000), net of outgoings of
HK$486,000 (2005: HK$539,000). All of the properties
held have committed tenants for the next one to five
years.

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

payments:

Within one year —F R
In the second year $_F
In the third year E=F
In the fourth year Epikes
In the fifth year FRF

\

REREN (8)

FEBEREBEA (8)
REMAERARERE THEMES
Nz FR R A M A SR PR EFET
FE kAN REE P BB A R AERE THE
EMEEERE TR NEE.

SEoN IR AEBATEI MR —FRERFE
FHI 2 RIS 4 B A RERES &
EAR2,172,0008 L (ZEERGF:
5,705,000 7T) < s a0BI sE24 Fritt - 52 E )
RN EBBEEEREEE 258

BEERABRETHNES EFHLEE
HEPAER B AR E 17 ik R 5] LT E ez o

AEBEREHEA

R ABRELZ M £ W 58,399,000/8
T (CZEZTH4F:7,140,000787T)  H1k 2 88
486,000 T (ZEZF R4 :539,000757T) °
FESEZYECHEREFEHNT—F
EhRfF-

E AR BB FAETA 42 KRR
ERSHHRMT:

2006 2005
—EERE —TERF
HK$°000 HK$°000
FHT T
6,625 5,647
4,145 3,795
966 2,027

74 450

= 74

11,810 11,993
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5 & BT SRR IS o

34.

35.

CAPITAL COMMITMENTS

Capital expenditure in respect of
acquisition of property, plant and
equipment contracted for but not
provided in the consolidated
financial statements

PLEDGE OF ASSETS

34.

HUE T BE RS
KBz ERIRE
ENIN R e
ZEARX

35.

Certain freehold investment properties of the Group with
a carrying amount of HK$157758,000 (2005:
HK$155,290,000) are pledged to a bank. The banking
facilities granted by the bank were terminated in 2002
and the charge is released upon the disposal of the
investment properties subsequent to the balance sheet

date as disclosed in note 37.

BARIE
2006 2005
—gxE | —TTAF
HK$’000 HK$'000
FHT FHT
3,002 2,972

AERA

AEEETHREEAR157,758,0008 7T (=
TERH:155,290,000) Z KA ZEEREY)
¥EMIFF—RIBITZIRITARLRITHR
BERZZTFRIE MESREMEDR
R FEI7AIEE EAEAHER EHK
G T LARRRS -

ZERREFR HAXEVRBRFERAT
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Notes to the Consolidated Financial Statements (continued)

36.

CONNECTED AND RELATED PARTY
DISCLOSURES

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

are as follows:

(A) Transactions
(1) Connected parties

Name of company

DEEH

Companies controlled by
the substantial shareholders:

TEREAER 2 A

ERES Fiad

PERBEAXHE
BAR R
PRERRRNBRAT]
ERESIN

BUAMEARMHE

LEERXENEREARLA
LEERARRKARDA

Director of the Company:

ARAEE:

Su Chien Cheng
wiE

\

HEEARLETEAINYZEESE

HABEXAMBREERNERAT

36. BAEREBEALRS
FRNAEBEBHREMEATETEAR
5 R BB E X ATE 5 T AR RIAEAR
VEREA T BZEATFRETZERRZ
SEIEIT:
(A) R5
(1) BIEA 1
Nature of transactions 2006
RHUE EERE
HK$'000
FHET
Rental income 17
Hela
Rental income 3
Helas
Rental income 3
il e
Rental income 14
Hela
Rental income 14
Hela
Rental income 27
il e
Rental income 3
ik
Rental income 3
Hela
Purchase of natural health food 2,468
RERAERER
Purchase of lingerie 159
REAK
Balance due to at 31 December
- trade payables 518
RTZA=+—REH#E
- B AR
Rental expenses 200
HeX

2005
“ZETHF
HK$°000
FET

2,166

198

714

203
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36. CONNECTED AND RELATED PARTY 36. BAERABMEALRS (B)
DISCLOSURES (Continued)
(A)  Transactions (Continued) A R5F#E)
(ii) Related parties, other than connected (i) BIEA T LONERIEA +
parties
Nature of
Name of company transactions 2006 2005
AFER REME —EBEXRF ZETRF
HK$'000 HK$'000
FET FET
Associate:
HEAL:
EEmEBEREBRAA Rental income 853 853
ikl
(iii) Compensation of key management (i) FEEHEABZHEE
personnel
The remuneration of directors and other EERFEEREAMKE
members of key management during the REAZMEAT:
year was as follows:
2006 2005
—EERE —ETRF
HK$'000 HK$'000
FET FET
Short-term benefits 52 EAtE A 5,428 3,898
Post-employment benefits RIRAEF 111 102
5,539 4,000
The remuneration of directors and key EERFETHABZEHMN
executives is determined by the T2ERERIRBR M5B %
remuneration committee having regard to BRENEESEE-
the performance of individuals and market
trends.
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36. CONNECTED AND RELATED PARTY
DISCLOSURES (Continued)

(B) Other arrangements

(i) The Group has entered into agreements
with the minority shareholders of NB
Sanlian, Shanghai Natural Beauty Qingbo
Cosmetics Company Limited (“NB
Qingbo”), Shanghai Natural Beauty Fansi
Jewellery Company Limited (“NB Fansi”)
and HFBAEE R MAER A Alto the
effect that each of these minority
shareholders receive a fixed amount per
annum and the Group is entitled to or
responsible for the entire profits/losses of
the relevant subsidiaries for the whole
duration of the operating periods of the
subsidiaries. The fixed amounts paid/
payable to these minority shareholders of
the subsidiaries during the year ended
31 December 2005 as set out below are
recognised as minority interests in the
consolidated income statements.

Name of company

AR AR

NB Sanlian B %A% =B

NB Qingbo BAEEH

NB Fansi@ AR HT
FEEREERIERERAR
During the year ended 31

December 20086, the Group further
acquired the remaining interest of the
above subsidiaries from the respective

minority shareholders, and, accordingly,
no such payment was made.

\

(Continued)

36. BERAEEALREZ (B)

(B)  HfthzHk

(i)

REHERFAZ =B 82
XEREMERBRA A
(TBAFER]) EEaR
ERE®REERAR (MR
RERET]) R EBBEARE
B R ARARZ D8
BRERATSL st RIEZ T 13
R E LB RESFWEL
ERFIA MREREHBA
AIEEEEHRE AEEE
BLEREEENBARES
wHEETIEREE
—EERF+-RA=+—H
IEFENT, BN FRE
B AR D BAR E R RN
IRANERER B LBR

e
Nature of transactions HK$'000
XHMHE FET
Annual fixed payment 189
ERFE
Annual fixed payment 118
ERFE
Annual fixed payment 5
ERFE
Annual fixed payment 5

THFE

REE-FETRF+_A=
T-RALEFE AEEAE
DEBCRAE — P A LI
BARER T B Wi
RSN R
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36.

37.

CONNECTED AND RELATED PARTY
DISCLOSURES (Continued)

(B) Other arrangements (Continued)

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

(iii) 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.

(iv) On 3 May 2006, Shanghai Natural Beauty
Cosmetics Company Limited (“NB
Shanghai”), a wholly owned subsidiary,
entered into a sale and purchase
agreement with Chong Ming County
Sanlian Investment Development
Company Limited, a substantial
shareholder of a subsidiary of the
Company, to acquire the remaining 10%
equity interests in NB Sanlian not already
held by NB Shanghai, for a consideration
of RMB800,000 (equivalent to
approximately HK$774,800).

POST BALANCE SHEET EVENT

Subsequent to 31 December 2006, the Group disposed
investment properties with a carrying value of
HK$157758,000 for an aggregate consideration of
approximately HK$159,496,000, to an independent third
party not connected to the Group. Details of which were
set out in the announcement of the Company dated

16 April 2007

36.

37.

BEREFBEALRS (B)

(B) HfthzH (&)
(ii) BB ER® A RFE
EURBAREFE K
T MR B ML R A
&7 BAREIE AR BR
AR (TERZERE]) BT
AR hNtF—A—HB=E
—E——F+=ZA=+—H
BARME A B E B 2 &

A

(iii) R-ZTET—%+HAH B
AREXBBEANBREES
FI A0 R AR e o IR IR
W EERBEUAREAR
EfaB 1T HEREE
A EAXERLE TR
Z FFAI R FF Al R AR N
R Z M E M AT D AR
R

v, RZZEERNFRA=H'2
BB AR B8 ERE
mERAB ([BEREL
) BARRIWBRARZ
FERF AR BT A B
BAF ([S=E))FILEE
BT RAEAE LS
BEZBAEZBHT
10% BA R BREBA
R¥:800,0007T (£)774,800
PEIT) ©

FERESHE

TEERFT_AZT—H% AEBNUE
RAE#I159,496,000/8 7T+ [ BELANEE B 37 4%
BEBIYUS=-"H LEBEEME
157,758,000/ 8 7L 2 I E W -5 BEH AR
ARBHAZTETLFN A+ NAZ A

ZERREFR HAXEVRBRFERAT
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38.

BALANCE SHEET OFTHE COMPANY 38. ARRZEEEMER
The balance sheet of the Company, as at RZBEXRNF+ZA=1+—H ARaEIzE
31 December 2008, is as follows: ERERAT:
2006 2005
—EERE —ETHF
HK$’000 HK$'000
FET FHET
Non-current assets JERENEE
Interests in subsidiaries REB AR Z#EH 621,157 551,748
Available-forsale investments AIHERE 6,786 6,786
627,943 558,534
Current assets MENEE
Other receivables HAb U GRIA 6,260 5,534
Bank balances and cash RITHEFERES 33,457 30,737
39,717 36,271
Current liability nERE
Other payables HAb R FRIA 4,055 2,972
Net current assets MENEEFE 35,662 33,299
Total assets less current liability BEERBERRSEE 663,605 591,833
Capital and reserves AR
Share capital &N 200,000 200,000
Reserves (note) & (M) 463,605 391,833
663,605 591,833
Note: Bfat:
Share Retained
premium profits Total
BRHE RERR et
HK$'000 HK$'000 HK$'000
FET FET FET
At 1 January 2005 R-ZEZERF—A—H 336,758 42,051 378,809
Dividend paid BIRAZF] - (61,000) (61,000)
Profit for the year FREF - 74,024 74,024
At 31 December 2005 R-ZEERF+-_A=1+—H 336,758 55,075 391,833
Dividend paid BIRAZF] - (80,000) (80,000)
Profit for the year FREF - 161,772 151,772
At 31 December 2006 R-BEXF+=-A=+—8H 336,758 126,847 463,605
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Notes to the Consolidated Financial Statements (continued)
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39.

Details of the Company's subsidiaries at 31

¥R T

December 2006 are as follows:

Name of company

LFER

Shanghai Natural Beauty
Cosmetics Company
Limited

rEafE R
BRAT

Shanghai Natural Beauty
Sanlian Cosmetics
Company Limited

DBERE=BLER
BRAH

Shanghai Natural Beauty
Qingbo Cosmetics
Company Limited

rEafEER R
BRAH

Shanghai Natural Beauty
Fansi Jewellery
Company Limited

PARTICULARS OF SUBSIDIARIES 39. MEARFE
NEIFEWT:
Proportion
of nominal
value of
issued capital
held by the
Registered capital/ Company
issued and fully and its
Place of paid ordinary subsidiaries
incorporation share capital KDFAR  Attributable
and operations  Kind of Rali-t.v4 EHEBAT to the
FRRLR legal status BETRAR FsERT Group
meny EESS EERA RAEELA EEEER
PRC Foreign investment 1S$29,980,000 100% 100%
EARE enterprise with %4£29,980,0007
limited liability
BREANMEDLE
PRC Limited liability RMB8,000,000 100% 100%
L KR joint venture ARE8,000,0007
enterprise
BRETAELE
PRC Limited liability RMB5,000,000 100% 100%
EAR joint venture ARH5,000,0007C
enterprise
EREFEELE
PRC Limited liability RMB500,000 100% 100%
EAR joint venture ARH500,0007
enterprise
BREFAELE

LEaRENTRE
ERAT

RZZEZRET_A=+—B FrRaWE

Principal activity

IRRH

Production and sale
of skin care and
beauty products

EERHEERR
*RER

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

HERTERRR
FRER R
EREERE

Wholesale and retail of
skin care and beauty
products

HERSERRR
*RER

Sale of jewellery,
craftwork,
adornment, leather
and horologe

BEGE TEm
kHm KERER

FERNFFER BAXREVRBRFRAT
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39. PARTICULARS OF SUBSIDIARIES (Continued) 39. HEBATE
Proportion
of nominal

value of
issued capital
held by the
Registered capital/ Company
issued and fully and its
Place of paid ordinary subsidiaries
incorporation share capital KRAR
and operations  Kind of Rali-t.v4 ARBAR
Name of company HMELR legal status REGEE R
Gk Feny EESD LERA RATELA
Xi An Natural Beauty PRC Limited liability RMB3,000,000 100%
Mingyu Cosmetics EARE joint venture AR3,000,0007C
Company Limited enterprise
ARENFAFER AREFRERE
ERAT
Qingdao Natural Beauty PRC Limited liability RMB4,000,000 100%
Ornaments Company EAR joint venture ARH4,000,0007
Limited enterprise
ERENEHRARAA BREFAELE
Nanjing Natural Beauty PRC Limited liability RMB2,000,000 100%
Cosmetics Comnpany PEAE joint venture AR2,000,0007
Limited enterprise
HREAFLER EREAEELE
BRAFLE
Chengdu Natural Beauty PRC Limited liability RMB2,500,000 100%
Cosmetics Company PEAE joint venture AR2,500,0007
Limited enterprise
RBERE R AREFRERE
BRAT

1 (8)

Attributable
to the

Group
REEEL

100%

100%

100%

100%

Principal activity

IRRH

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

HERRREAER

RERENS:
REREERR
FBF

Sale of skin care and
beauty products and
adornment

HERERER
EnRENT

Sale of cosmetic
products and
provision of
beauty treatments

HEVHERR
iR ER

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

HEREREREM
REENERTER
WRERH AR
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39.

Name of company

LFER

Hainan Natural Beauty
Cosmetics Company
Limited

BEEREER
BRAT

Shenzhen Natural Beauty
Cosmetics Company
Limited

MImERFER
BRAT

Haerbin Sanlian Natural
Beauty Cosmetics
Company Limited

RRESEEAXIER
ERAF

Ningbo Hai Shu Natural
Beauty Cosmetics
Company Limited

EREEEAFER
BRAH

PARTICULARS OF SUBSIDIARIES (Continued)

Place of
incorporation
and operations  Kind of
HMELR legal status
Eeny EESS
PRC Limited liability
EARE joint venture
enterprise
BREFAELE
PRC Limited liability
EAR joint venture
enterprise
BREFAELE
PRC Limited liability
EARE joint venture
enterprise
ERAAEELE
PRC Limited liability
EAR joint venture
enterprise

BRELAELE

39. KMIBARFE (B
Proportion
of nominal
value of
issued capital
held by the
Registered capital/ Company
issued and fully and its
paid ordinary subsidiaries
share capital KAFAR  Attributable
ihEx/ EHEBAT to the
BRAIRME FRERT Group Principal activity
EERE RAmELs  AREEE  IEES
RMB2,500,000 100% 100%  Sale of skin care and
AR2,500,0007 beauty products;
provision of beauty
treatments and
beauty consulting
and training
HERERERED
REERERA
FRFA RS
RMB4,000,000 100% 90%  Sale of cosmetic
ARE4,000,0007 products and
provision of
beauty treatments
HEVHERR
REERER
RMB1,000,000 100% 100%  Sale of cosmetic
ARE1,000,0007 products and
provision of
beauty treatments
HEVHERR
REERER
RMB3,500,000 100% 100%  Sale of cosmetic
ARE3500,0007 products and
provision of
beauty treatments
HEVHERR
REERER

ZERREFR HAXEVRBRFERAT
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39.

PARTICULARS OF SUBSIDIARIES (Continued) 39.

Name of company

ATER

\Wuhan Natural Beauty
Cutural Development
Company Limited

REBRFAULER
BRAT

Tianjin Natural Beauty
Cosmetics Company
Limited

REBNF MR
BRAT

Wenzhou Natural Beauty
Cosmetics Company
Limited

ANTEAFIER
BRAT

Beijing Natural Beauty
Cosmetics Company
Limited

FRENF R
BRAH

Kunshan Natural Beauty
Sanlian Cosmetics
Company Limited

BINEAZ =R R
BERAGE

Place of
incorporation
and operations  Kind of
HMELR legal status
Eeny EESS
PRC Limited liability
EARE joint venture
enterprise
BREFAELE
PRC Limited liability
EARE joint venture
enterprise
BREFAELE
PRC Limited liability
EARE joint venture
enterprise
BREFAELE
PRC Limited liability
EAR joint venture
enterprise
BRETAELE
PRC Limited liability
EAR joint venture
enterprise

BRELAELE

Registered capital/

issued and fully
paid ordinary
share capital
AfER/
BERIRAR
LERA

RMB2,500,000
AERH2,600,0007C

RMB2,000,000
AR2,000,0007C

RMB2,000,000
AR2,000,0007C

RMB20,000,000
AR20,000,0007

RMB1,500,000
AR 1,500,007

BB 2 RREE (48)

Proportion
of nominal
value of
issued capital
held by the
Company
and its
subsidiaries
KRAR
EHEAT
e
RAHEELA

100%

100%

100%

100%

100%

Attributable
to the

Group
REEES

100%

90%

100%

100%

100%

Principal activity

IRRH

Sale of cosmetic
products and
provision of
beauty treatments

HEVHERR
REERER

Sale of cosmetic
products and
provision of
beauty treatments

HEVHERR
REERER

Sale of cosmetic
products and
provision of
beauty treatments

HEVHERR
REZRER

Sale of cosmetic
products and
provision of
beauty treatments

HEVHERR
REERER

Sale of cosmetic
products and
provision of
beauty treatments

HEVHERR
REERER
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39.

PARTICULARS OF SUBSIDIARIES (Continued) 39.

Name of company

LFER

Changchun Natural Beauty
Cosmetics Company
Limited

REERE R
BRAT

Mudanjiang Natural Beauty
Cosmetics Company
Limited

HATTaRF iR
BRAH

Lanzhou Natural Beauty
Cosmetics Company
Limited

BMaREER
BRAH

Anshan Natural Beauty
Cosmetics Company
Limited

BlimBAFIER
BRAT

Place of
incorporation

and operations  Kind of

HRRLR
BEny

PRC
REAR

PRC
PEAR

PRC
PEAR

PRC
PEAR

legal status

EESD

Limited liability
joint venture
enterprise

EREfAELE

Limited liability
joint venture
enterprise

EREfAELE

Limited liability
joint venture
enterprise

EREfAELE

Limited liability
joint venture
enterprise

BRELAELE

Registered capital/

issued and fully
paid ordinary
share capital
AfER/
BERIRAR
EERA

RMB1,500,000
AR 1,500,007

RMB800,000
ARH800,0007C

RMB1,000,000
AR1,000,0007

RMB1,000,000
AR1,000,0007

BB 2 RREE (48)

Proportion
of nominal
value of
issued capital
held by the
Company
and its
subsidiaries
KRAR
EMEAR
FHERT
RAEELH

100%

100%

100%

100%

Attributable
to the

Group
EEEER

Principal activity

TERH

100%  Sale of skin care and
beauty products,
provision of beauty
treatments and skin
care and beauty
consulting

HEERRERER
REETERRE
GETYEINE

100%  Sale of cosmetic
products and
provision of
beauty treatments

HEVHERR
REERER

90%  Sale of cosmetic
products and
provision of
beauty treatments

HEVHERR
REERER
100%  Sale of skin care and
beauty products and
related instruments;
provision of skin
care and beauty
consulting
HEERREAER
REREM R
Bl Ve

FERNFFER BAXREVRBRFRAT
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39. PARTICULARS OF SUBSIDIARIES (Continued) 39. MBRATFHE (B)

Proportion
of nominal
value of
issued capital
held by the
Registered capital/ Company
issued and fully and its
Place of paid ordinary subsidiaries
incorporation share capital KDFAR  Attributable
and operations  Kind of Rali-t.v4 ARBAR to the
Name of company HMALR legal status REGEE R Group
NEER BEny EESD LERA RAEERS  AREEE
Suzhou Natural Beauty PRC Limited liability RMB1,200,000 100% 100%
Cosmetics Company REAE joint venture AR1,200,0007T
Limited enterprise
EieAxitm AREFRERE
ERAFE
Kunming Natural Beauty PRC Limited liability RMB1,000,000 100% 90%
Cosmetics Company REAE joint venture ARE1,000,0007
Limited enterprise
ERERFER AREFRERE
ERAR
Fuzhou Natural Beauty PRC Limited liability RMB1,500,000 100% 90%
Cosmetics Comnpany PEAE joint venture ARE1,500,0007
Limited enterprise
BMNEAZIER AREFRERE
ERAT
FEEREERIER PRC Limited liabilty RMB500,000 100% 100%
ERAR REAR joint venture ARH500,0007T
enterprise
AREFRERE

Principal activity

IRRH

Sale of skin care and
beauty products and
related instruments

BEEERED
EmREREN

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

HERTERER
e
%@ﬁiﬁu* H
&% =} HH D

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

HERTEEER
EREMRER
S RGEER
FAH

Wholesale and retail of
skin care and beauty
products

HERTEERR
EREm
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39.

PARTICULARS OF SUBSIDIARIES (Continued) 39.

Name of company

LFER

Shanghai Full-Beauty
Cosmetics Company
Limited

FREEIERARAR

Natural Beauty Cosmetics
Company Limited

BRAXILRRRN
BRAT

Tian Ran Mei Bio-
Technology Company
Limited

AAFENRERS
BRAH

Huei Yao Investment
Company Limited
BREARNERAA

BREBRAER LA

Belem Holdings Sdn. Bhd.

Place of
incorporation

and operations  Kind of

HRRLR
BEny

PRC
REAR

Taiwan
=

Taiwan
=

Taiwan

R

Taiwan
=

Malaysia
SRESR

legal status

EESD

Foreign investment
enterprise with
limited liability

AREMMERE

Limited liability
company

EREMNMELE

Limited liability
company
BRAT

Limited liability
company
BRAT

Limited liability
company
BRAT

Limited liability
company
ERAR

Proportion

of nominal

value of

issued capital

held by the

Registered capital/ Company

issued and fully and its

paid ordinary subsidiaries

share capital FAAR

-t EMEAR

BRARAR FHERT

EERE RAEELA

US$1,408,000 100%
541,408,000

NT$670,000,000 100%
#741%670,000,0007C

NT$32,000,000 100%
#18%32,000,0007

NT$742,043,420 100%
HA1742,043 4207

NT$1,000,000 100%
#75%1,000,0007C

MYR123,235,408 100%
Class B shares
MYR10,000
Class A shares
BRSRERE
123,235,408
ARSRAE S
10,0007

BB 2 RREE (48)

Attributable
to the

Group
EEEER

100%

100%

100%

100%

100%

100%

Principal activity

IRRH

Production and sale of
skin care and beauty
products

EERHEERR
*RER

Production and sale of
skin care and
beauty products

EERHEERR
*RER

Production and sale of
skin care and
beauty products

EERHEERR
*RER

Investment holding

RARR

Provision of beauty
consulting and
training

REERHRE

Investment holding

RARR

FERNFFER BAXREVRBRFRAT
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Notes to the Consolidated Financial Statements (continued)
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39. PARTICULARS OF SUBSIDIARIES (Continued) 39. MBARFHE (E)

Proportion
of nominal
value of
issued capital
held by the
Registered capital/ Company
issued and fully and its
Place of paid ordinary subsidiaries
incorporation share capital KDFAR  Attributable
and operations  Kind of Rali-t.v4 ARBAR to the
Name of company HMELR legal status REGEE fiso T Group  Principal activity
NAER Beny EESD LERA RAEERS  AKEEE  IEXE
Billion Synergy Sdn. Bhd. Malaysia Limited liability MYR2 100% 100%  Wholesale of skin care
SRER company SRAEET and beauty products
BRAA HEERRERER
Ice Crystal Management British Virgin Limited liability US$52,000 100% 100%  Investment holding
Limited Islands company %£52,0007 REBR
KEERRRAT ("BVI") BRAT
REAMRES
((RBERAR
#al)
Great Glamour Company BVI Limited liability US$50,000 100% 100%  Investment holding
Limited ABAMRES  company F£50,0007T REER
BRAT
Next Success International BVI Limited liability US$100 100% 100%  Investment holding
Limited AEBERRES company EL1001 REBR
BRAT
Fortune Investment Global BVI Limited liability US$50,000 100% 100%  Investment holding
Limited RBAMRHE  company Z450,0007C REER
BRAT
Natural Beauty Bio-Technology ~ Hong Kong Limited liability HK$10,000 100% 100%  Sale of cosmetic
{Hong Kong) Company BE company 10,0007 products and
Limited ERAR provision of
BRRENHE (BF) beauty treatments
BR2E HEMHERR
REXRER
Natural Beauty Bio-Technology ~ Macau Limited liability MOP25,000 100% 100%  Sale of cosmetic
(Macao) Company Limited ~ 2F9 company SRFI25,0007 products
BRLA HE(ER
None of the subsidiaries had any debt securities REL S FREAERE SEMBATEE
outstanding at the end of the year or at any time during IR ARERERE S
the year.
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