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B & B Natural Products Limited
蜂林天然產品有限公司 *

(incorporated in the Cayman Islands with limited liability)
(Stock Code: 8156)

ANNUAL RESULTS ANNOUNCEMENT
FOR THE YEAR ENDED 30 JUNE 2004

CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE STOCK
EXCHANGE OF HONG KONG LIMITED (THE “STOCK EXCHANGE”)

GEM has been established as a market designed to accommodate companies to which a high
investment risk may be attached. In particular, companies may list on GEM with neither a track
record of profitability nor any obligation to forecast future profitability. Furthermore, there may
be risks arising out of the emerging nature of companies listed on GEM and the business sectors or
countries in which the companies operate. Prospective investors should be aware of the potential
risks of investing in such companies and should make the decision to invest only after due and
careful consideration. The greater risk profile and other characteristics of GEM mean that it is a
market more suited to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on
GEM may be more susceptible to high market volatility than securities traded on the Main Board
and no assurance is given that there will be a liquid market in the securities traded on GEM.

The principal means of information dissemination on GEM is publication on the Internet website
operated by the Stock Exchange. Listed companies are not generally required to issue paid
announcements in gazetted newspapers. Accordingly, prospective investors should note that they
need to have access to the GEM website in order to obtain up-to-date information on GEM-listed
issuers.

The Stock Exchange takes no responsibility for the contents of this announcement, makes no representation
as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever
arising from or in reliance upon the whole or any part of the contents of this announcement.

This announcement, for which the directors of B & B Natural Products Limited (the “Company”)
collectively and individually accept full responsibility, includes particulars given in compliance with the
Rules Governing the Listing of Securities on the Growth Enterprise Market of the Stock Exchange for the
purpose of giving information with regard to the Company. The directors, having made all reasonable
enquiries, confirm that, to the best of their knowledge and belief:– (1) the information contained in this
announcement is accurate and complete in all material respects and not misleading; (2) there are no
other matters the omission of which would make any statement in this announcement misleading; and (3)
all opinions expressed in this announcement have been arrived at after due and careful consideration and
are founded on bases and assumptions that are fair and reasonable.

* For identification purpose only
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FINANCIAL HIGHLIGHTS

• Turnover increased by approximately 118% over the last fiscal year to approximately
HK$192,971,000.

• Net profit increased by approximately 61% over the last fiscal year to approximately
HK$29,013,000.

• Basic earnings per share increased by approximately 33% over the last fiscal year to approximately
HK6.53 cents.
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ANNUAL RESULTS

The Board of Directors (the “Board”) of B & B Natural Products Limited (the “Company”) is pleased to
present the audited consolidated results of the Company and its subsidiaries (together the “Group”) for
the year ended 30 June 2004, together with comparative figures for the previous year as follows:

2004 2003
Notes HK$’000 HK$’000

Turnover 2 192,971 88,337
Cost of sales (141,394) (54,913)

Gross profit 51,577 33,424
Other revenue 2 167 536
Selling and distribution costs (8,865) (7,600)
Administrative expenses (11,050) (6,519)

Profit from operations 3 31,829 19,841
Finance costs (691) (1,569)

Profit before taxation 31,138 18,272
Taxation 5 (1,861) 69

Profit before minority interest 29,277 18,341
Minority interest (264) (332)

Net profit for the year 29,013 18,009

Dividends 6 8,658 6,000

EARNINGS PER SHARE
Basic 7 6.53 cents 4.92 cents

Diluted 7 6.34 cents 4.74 cents
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Note:

1. Basis of Presentation

The principal accounting policies adopted in preparing the audited consolidated results of the Group conform with
accounting principles generally accepted in Hong Kong and accounting standards issued by the Hong Kong Institute of
Certified Public Accountants.

2. Turnover and Other Revenue

Turnover represents the net invoiced value of goods sold, after allowances for returns and trade discounts excluding
value-added tax and business tax. An analysis of turnover and other revenue is as follows:

The Group
2004 2003

HK$’000 HK$’000

Turnover
Manufacture and sales of natural supplementary foods 192,971 88,337

Other revenue
Interest income 89 308
Others 78 228

167 536

3. Profit from Operations

The Group
2004 2003

HK$’000 HK$’000

Profit from operations has been arrived at after charging:

Amortisation of goodwill 54 27
Amortisation of technical know-how 173 173
Depreciation of property, plant and equipment 679 546
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4. Segment Information

During the years ended 30 June 2004 and 2003, the Group was principally engaged in the manufacture and sales of
natural supplementary foods. The directors consider that the Group operates within a single business segment.
Accordingly, no business segmental information is prepared by the Group. An analysis of the Group’s turnover and
results by geographical market is as follows:

Elimination Consolidated
2004 2003 2004 2003 2004 2003

HK$’000 HK$’000 HK’000 HK$’000 HK$’000 HK$’000

Geographical market
Segment revenue:

The People’s Republic
of China (“PRC”) 173,766 89,228 (39,771) (28,755) 133,995 60,473

Hong Kong 1,064 6,624 – – 1,064 6,624
South East Asia 43,978 21,240 – – 43,978 21,240
Europe 13,934 – – – 13,934 –

Total 232,742 117,092 (39,771) (28,755) 192,971 88,337

Segment results:
PRC 45,788 27,037
Hong Kong (14,136) (7,020)
South East Asia 134 (176)
Europe 43 –

Profit from operations 31,829 19,841
Finance costs (691) (1,569)

Profit before taxation 31,138 18,272
Taxation (1,861) 69

Profit before minority interest 29,277 18,341
Minority interest (264) (332)

Net profit for the year 29,013 18,009

5. Taxation

The Group
2004 2003

HK$’000 HK$’000

The charge (credit) comprises:

Hong Kong Profits Tax
Current year – –
Overprovision in respect of prior years – (57)

Other jurisdictions
Current year 1,861 –
Overprovision in respect of prior years – (12)

1,861 (69)
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The Group did not derive any assessable profits in Hong Kong and thus no provision for Hong Kong Profits Tax has
been made during the year ended 30 June 2004. Taxation for other jurisdictions is calculated at the rates prevailing in
the respective jurisdictions.

Deferred tax has not been provided as there were no significant temporary differences as at 30 June 2004 (2003: Nil).

6. Dividends

The Company
2004 2003

HK$’000 HK$’000

Final dividend paid for 2003 4,246 –

2004 interim dividend paid:
HK0.5 cent (2003: HK0.5 cent) per share 2,401 2,000

2004 final dividend proposed:
HK1.3 cents (2003: HK1.0 cent) per share 6,257 4,000

8,658 6,000

In respect of the current year, the directors propose that a final dividend of HK1.3 cents per share will be paid to
shareholders on 29 November 2004. This dividend is subject to approval by shareholders at the Annual General
Meeting and has not been included as a liability in these financial statements.

The proposed final dividend for 2004 is payable to all shareholders on the Register of Members on 1 November 2004.

7. Earnings Per Share

The calculation of the basic and diluted earnings per share is based on the following data:

Earnings

2004 2003
HK$’000 HK$’000

Earnings for the purposes of basic earnings per share 29,013 18,009

Number of shares
’000 ’000

Weighted average number of ordinary shares for the
purpose of basic earnings per share 444,227 366,071

Effect of dilutive potential ordinary shares:
Share options 13,074 13,966

Weighted average number of ordinary shares for the purpose
of diluted earnings per share 457,301 380,037
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8. Reserves

The Group
Share Translation Special Retained

premium reserve reserve profits Total
HK$’000 HK’000 HK$’000 HK$’000 HK$’000

At 1 July 2002 – (2) (1) 13,615 13,612
Issue of shares pursuant to public

offer and placing 43,200 – – – 43,200
Capitalisation issue of shares (3,030) – – – (3,030)
Share issue expenses (9,289) – – – (9,289)
Exchange differences arising from

translation of financial statements
of Singapore operation – 8 – – 8

Net profit for the year – – – 18,009 18,009
Dividend paid – – – (2,000) (2,000)

At 30 June 2003 and 1 July 2003 30,881 6 (1) 29,624 60,510
Issue of shares pursuant to placing

and subscription agreement 43,700 – – – 43,700
Share issue expenses (1,705) – – – (1,705)
Share issued on exercise of options 7,773 – – – 7,773
Exchange differences arising from

translation of financial statements
of Singapore operation – 9 – – 9

Net profit for the year – – – 29,013 29,013
Dividend paid – – – (6,647) (6,647)

At 30 June 2004 80,649 15 (1) 51,990 132,653

The special reserve of the Group represents the difference between the nominal amount of the share capital issued by
the Company in exchange for the nominal value for the issued share capital of the subsidiaries acquired pursuant to
the Group Reorganisation on 18 December, 2001.

MANAGEMENT DISCUSSION AND ANALYSIS

Final Dividend

The Board recommends the payment of a final dividend of HK1.3 cents per share by the Company for the
year ended 30 June 2004.

Business Review

Capitalizing on its solid business foundation and aspiring to be the market leader, the Group continued its
focus on the production and distribution of bee related and natural products. With a primary focus on bee
related products, a three-pronged strategy was initiated, to enhance the synergy of product development,
distribution and production of natural products. Distribution efforts were mainly contributed to the PRC,
Hong Kong, South East Asia, Japan and Korea.
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Products

Bee Related Products

Mead

For the year ended 30 June 2004, sales in the PRC rose, attributing to the increase in revenue. Mead
production recorded positive results, as turnover surged 42% to HK$87,075,000. Sweet and dry meads
remained the flagship products, targeting consumers with high disposable incomes and a fine lifestyle.
The Group’s mead gained an increasing recognition by winning the Gold medal at “The International
Wine Challenge of Asia”, organized by The Wine Institute of Asia in June 2004, further enhancing its
image for producing high end products. To meet with the growing demand, the Group will continue the
development of a variety of mead products.

Bee Pollen and Royal Jelly

Bee pollen and royal jelly were two new products launched during the summer of 2004. Bee pollen is a
natural source for vitality and rich in nutrients which the Group strongly marketed to the health conscious
consumers of Hong Kong. Cooperation promotions with local retail chains had been carried out to
gradually increase exposure of the products to the general public.

Natural products

Herbal Products

A wide range of herbal drinks were introduced into the market, with a positive response from consumers.
“Cherry Slim”, a Korea cherry drink, made available at “Manning” chain stores in Hong Kong is acclaimed
to be “The Holy Water of Beauty”, targeting health conscious consumers that looks for beauty and
slimming. Mekabu herbal powder, a US FDA approval product, was imported from Korea, and co-
branded with the Group’s brand name “B&B” to sell in Hong Kong, the PRC and South East Asia. Initial
feedbacks from candidates on this internal body cleansing product was highly positive. These two new
products were newly launched into the market before the end of the period under review.

Birds Nest – Raw Natural Products

Due to keen competition, sales was affected while profit margin remained stable.

Edible Oil

The demand for edible oil was increased significantly during the year under review. Therefore, the Group
strives this opportunity and enjoys gains in edible oil.

Sales and Distribution

The Group plans to strategically expand its distribution networks throughout South East Asia in places
such as Malaysia, Singapore and Hong Kong. However, the Group’s expansion plan focuses primarily on
the PRC. Hong Kong is sustained as a strategic distribution location where the Group carries out direct
distribution and uses it as a gateway for exploring overseas market.



– 9 –

The PRC

The continual high GDP growth over the past decade in the PRC improved the living standard of its
people and thus, a middle class with strong purchasing power has emerged. This has created a promising
future for the PRC’s retail market, benefiting consumption goods such as natural products. Consequently,
the Group has continued to extend its sales distribution network in major cities of the PRC.

Hong Kong

In addition to approaching wine retailers, retail shops, entertainment and dining outlets for promotional
activities, the Group was actively involved in advertising campaigns, in magazines and on public transport,
with the aim of increasing sales to over 600 point-of-sales in Hong Kong.

Overseas Markets

In addition to Malaysia and Singapore, the Group has established sales and marketing networks in Japan
and Korea. We will continue to use sales agents for the distribution of products, simultaneously, exploring
South East Asia for new distribution channels.

The Brand

Backed by robust R&D capabilities and vertically integrated facilities, the Group is poised to take
advantage of the immense opportunities in the natural supplementary foods sector. Throughout the
advertising and promotion campaigns, the Group is bringing up public awareness on the brand “B&B”.
The Group will continue to use B&B as its corporate logo and brand entity. The Company’s website has
been revamped to better reflect a corporate image. Our business strategy is to develop, manufacture and
distribute new products under the natural product brand image of “B&B” while using Hong Kong as a
strategic location for brand building.

Future Outlook

The Group envisions further streamlining its business, with main focus on the following categories:

Production

In aiming to better utilize its resources, the Group plans on outsourcing part of its production rather than
wholly relying on self production. This will ensure the Group efficient performance as well as a clear and
focused business vision. Consequently, the Group will have the flexibility in production capacity while
expanding its market share in the industry. Simultaneously, the Group maintains stringent quality control
of its products to support the image of a high quality natural product brand.

Distribution Network

The Group will further expand its distribution network for both bee related products and natural products.
The Group recognizes the importance of distribution capacity and plans on using 廣州市寶生園有限
責任公司 (“Bee Eden”) and Hunan Friendship Apollo Company Limited’s (“Apollo”) networks for
distributing new products in the relevant markets. This will help the Group in increasing its brand
presence in the PRC.
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Upon the establishment of the JV, capitalizing on Bee Eden’s existing retail shops, the Group is optimistic
to revamp and upgrade the extensive network into a general health care chain stores which will be similar
to the two largest health care chain stores in Hong Kong. Looking forward, the Group will continue to
enhance its product portfolio and distribution networks for maximizing results for the shareholders of the
Company.

Employment and Remuneration Policies

As at 30 June 2004, the Group employed 16 staffs in Hong Kong, 2 staffs in Singapore and 51 staffs in
the PRC. Staff costs excluding directors’ remuneration amounted to approximately HK$3,715,000 (2003:
HK$3,185,000). Employees remuneration is in line with market conditions, working experience and
performance. In addition to basic salaries and provident fund contributions, the Group also offers medical
benefits and training programs. Share options may be granted to employees based on performance valuation
in order to provide incentives and rewards.

Liquidity and Financial Resources

As at 30 June 2004, shareholders’ funds amounted to approximately HK$137,466,000. Current assets
amounted to approximately HK$179,555,000, of which approximately HK$132,054,000 were cash and
bank deposits. The Group had current liabilities amounted to approximately HK$42,101,000, mainly its
trade and other payables and bank borrowings. The Group’s bank borrowings amounted to approximately
HK$33,207,000 for the year ended 30 June 2004. The Group financed its operations primarily with
internally generated cash flows, the net proceeds from the new issue of the Company’s shares by way of
placing in December 2003 and the banking facilities granted by the banks. The net asset value per share
of the Company was approximately HK$0.29 (2003: HK$0.16). The gearing ratio was 36.2% (2003:
32.5%) on the basis of total liabilities divided by shareholders’ funds.

Exposure to Fluctuations in Exchange Rates and any Related Hedges

The business activities of the Group are not exposed to material fluctuations in exchange rates except the
operations through its subsidiaries in the PRC and Singapore which are subject to fluctuation in exchange
rates between Renminbi, Singapore dollars and Hong Kong dollars.

Significant Investment

For the year ended 30 June 2004, the Group has entered into the Promoter’s Agreement with four other
independent third parties for the establishment of the joint stock limited company (“JV Company”) in
Hunan Province, the PRC, for RMB45,000,000 (approximately HK$42,453,000) and will own 20.83%
equity of the JV Company upon completion.

Material Acquisitions and Disposals of Subsidiaries and Affiliated Companies

The Group did not make any material acquisition or disposal of subsidiaries and affiliated companies for
the year ended 30 June 2004.

Contingent Liabilities

As at 30 June 2004, the Group did not have any material contingent liabilities.
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Charges on Group Assets

As at 30 June 2004, the Group pledged certain of its bank deposits as a security for the general banking
facilities granted to the Group.

Capital Structure

For the year ended 30 June 2004, 35,330,000 shares were issued due to the exercises of pre-IPO share
options.

On 26 November 2003, the Company entered into the placing and subscription agreement for placing and
allotment of 46,000,000 shares of the Company for net proceeds of approximately HK$42,455,000. The
completion of placing and subscription took place on 1 December 2003 and 10 December 2003 respectively.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company’s Articles of Association or the laws of
Cayman Islands which would oblige the Company to offer new shares on a pro rata basis to existing
shareholders.

Sponsor’s Interest

To the best knowledge of the Company, as at 30 June 2004, neither Guotai Junan Capital Limited (the
“Sponsor”), nor its directors or employees or associates (as referred to in Note 3 of Rule 6.35 of the
GEM Listing Rules) had an interest in the securities of the Company or any member of the Group, or any
right to subscribe for or to nominate persons to subscribe for the securities of the Company or any
member of the Group.

Pursuant to the sponsorship agreement dated 28 October 2002 between the Company and the Sponsor,
the Sponsor has been retained for a fee, as the continuing sponsor of the Company until 30 June 2005.

Purchase, Sale or Redemption of the Company’s Listed Shares

During the year, neither the Company nor any of its subsidiaries had purchased, sold or redeemed any of
the Company’s listed securities.

Board Practices and Procedures and Code of Conduct Regarding Securities Transactions by Directors

The Company has complied with Rules 5.34 to 5.45 of the GEM Listing Rules regarding board practices
and procedures throughout the year.

The Company has adopted a code of conduct regarding securities transactions by the Directors on terms
no less exacting than the required standard of dealings as set out in the Rules 5.48 to 5.67 of the GEM
Listing Rules. The Company, having made specific enquiry of all the Directors, was not aware of any
non-compliance with the required standard of dealings and its code of conduct regarding securities
transactions by the Directors during the year.
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Competing Interests

None of the directors or the management shareholders of the Company or any of their respective associates
(as defined in the GEM Listing Rules) had any business that competed or might compete with the
business of the Group.

Audit Committee

The Company has established an audit committee with written terms of reference based upon the guidelines
published by the Hong Kong Institute of Certified Public Accountants. The primary duties of the audit
committee are to review the Company’s annual report and accounts, half-year reports and quarterly
reports and to provide advice and comments thereon to the Board. The audit committee is also responsible
for reviewing and supervising the Company’s financial reporting and internal control procedures. The
audit committee consisted of three independent non-executive Directors, namely Professor Peter Chin
Wan Fung, Mr. Du Ying Min and Mr. Tsui Wing Tak. Professor Peter Chin Wan Fung is the chairman of
the audit committee. The Group’s audited results for the year ended 30 June 2004 have been reviewed by
the audit committee which was of the opinion that the preparation of such results complied with applicable
accounting standards and requirements and that adequate disclosures had been made. The audit committee
held four meetings during the year.

On behalf of the board
Chan Ting

Director and Chief Executive Officer
Hong Kong, 28 September 2004

As at the date of this announcement, the board of directors of the Company comprises three executive
directors, being Madam Cheung Kwai Lan, Mr. Chan Tung Mei, Mr. Chan Ting, one non-executive
director, Mr. Kyle Arnold Shaw Junior, and three independent non-executive directors, Professor Peter
Chin Wan Fung, Mr. Du Ying Min and Mr. Tsui Wing Tak.

This announcement will remain on the “Latest Company Announcements” page of the GEM website for
at least seven days from the day of its posting.


