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FINANCIAL HIGHLIGHTS

2006 2007 2008 2009 2010
HK$ HK$ HK$ HK$ HK$
Results
Turnover 193,902,367 353,755,842 403,056,696 368,474,160 | 438,243,822
Profit attributable to
owners of the Company 20,662,883 27,656,969 22,805,673 21,504,073 | 18,372,980
Assets and Liabilities
Total assets 132,972,559 231,706,985 271,867,371 279,792,346 | 485,931,337
Total liabilities 43,448,295 115,376,003 129,991,671 95,091,695 | 273,010,403
Equity attributable to
owners of the Company 89,524,264 116,330,982 141,875,700 184,700,651 |212,920,934
Earnings per share
Basic 0.12 0.16 0.13 0.12 0.09
Diluted 0.12 0.16 0.13 0.11 0.08
il 1% I =
i 7
ZETRE ZETHHF ZEINF ZEINF ZEB—FF
T BT BT T BT
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EEER 193,902,367 353,755,842 403,056,696 368,474,160 | 438,243,822
A EVEER A A & F 20,662,883 27,656,969 22,805,673 21,504,073 | 18,372,980
EERARE
MEE 132,972,559 231,706,985 271,867,371 279,792,346 | 485,931,337
wafE 43,448,295 115,376,003 129,991,671 95,091,695 | 273,010,403
AREEE NI 89,524,264 116,330,982 141,875,700 184,700,651 | 212,920,934
BRER
HAR 0.12 0.16 0.13 0.12 0.09
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CHAIRMAN'’S STATEMENT

TO OUR SHAREHOLDERS

On behalf of the board (“Board”) of directors (“Directors”) of JF Household Furnishings Limited (“Company”), | am pleased to
present the annual report of the Company and its subsidiaries (collectively, the “Group”) and its audited financial results for the
financial year ended 31 December 2010.

With the worldwide economy slowly stabilized in 2010, | am pleased to report to all the shareholders that the Group’s businesses
continued to improve in 2010. For the fiscal year ended 31 December 2010, the Group’s turnover increased by 18.9% to reach a
record of HK$438.2 million. The increase in turnover was mainly due to the increase of orders for the stainless steel products, which
shoot up 28.7% from that of 2009. The businesses for the “flat line” timber products remained stable as the Group’s management
focused on the development of the Board on Frame (“BOF”) products.

In 2010, the Group’s profit attributable to shareholders was approximately HK$18.4 million, representing a drop of 14.6% as
compared to that of 2009. The drop in the Group’s profit was mainly attributed to the initial set up and product development costs
for the new BOF series.

BUSINESS REVIEW

Year 2010 was a year of many challenges for the Group. Rising labour costs and the appreciation of the Renminbi currency
continued to have adverse impact on the export manufacturers in the PRC. However, the Group’s businesses were able to grow
strongly as the worldwide economic started to recover and the Group’s stainless steel business maintained a strong competitive
position.

During the year, labour supply continued to be tight all over the PRC, and the Group had to turn down some orders during certain
periods of the year due to insufficient labour power. At the same time, the PRC currency, the Renminbi, started to rise slowly again,
which increased pressure on the gross margin as the rise in the currency increased the settlement costs for the Group.

In February 2010, the Group successfully concluded a five year sales volume agreement on the BOF series with the Group’s key
customer, which contemplated to give the Group specified amount of orders for five consecutive years commenced from 2010.

Trial production for the BOF series started in the second half of 2010. The products categories were still under adjustment which
increased the research and development costs. Further, the unique machineries for the BOF series were continuously adjusted
and under trial which also increased capital expenditure. The progress of development was therefore delayed. Hence, the Group
did not achieve the scheduled sales plan for 2010 agreed with the key customer.

OUTLOOK AND FUTURE PROSPECTS

With the global financial situation improving, worldwide economic prospects is expected to move in the positive directions. The
improved economic environment will continue to benefit the manufacturing industry in the PRC.

However, manufacturers in the PRC will continue to tackle difficulties as they face higher commodity prices worldwide, rising land
and labour costs in the PRC , and the ever stronger pressure for the appreciation of Renminbi.

As a result of efforts of the Group in the past years, the management is confident that the Group is in a strong competitive
position to secure more businesses and achieve better results in the stainless steel division, as some competitors may choose to

discontinue their businesses with the Group’s key customer under the difficult environment.

In order to support the development of the BOF products, the Group had begun to construct the new 53,000 sgq.m. BOF production
plant which is expected to be completed in mid 2011.

Businesses for the BOF series will be the main challenge for the management in 2011, as the Group sets up the new facilities in
the new BOF production plant, and is expected to spend a lot of extra costs and effort for the development of the BOF series.

JF Household Furnishings Limited Annual Report 2010
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CHAIRMAN'’S STATEMENT

Looking ahead, the management is confident about the future growth and development of stainless steel division. Although the
management expects that the Group’s net profit will inevitably be affected by the initial set up and investment costs for the BOF
series, the management believe that if the start up difficulties of the BOF products can be overcome, the timber division will retrieve
its profitability.

APPRECIATION

On behalf of the Board, | would like to express our sincere appreciation to all our investors, customers, partners and shareholders
for their ongoing support to the Group. | would also like to thank my colleagues and staff for their invaluable contributions
throughout the year.

Yan Siu Wai
Chairman
Hong Kong, 31 March 2011
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MANAGEMENT DISCUSSION AND ANALYSIS

RESULTS OF OPERATIONS

For the fiscal year ended 31 December 2010, the Group reported a turnover of approximately HK$438.2 million, representing an
increase of approximately 18.9% from that of the fiscal year of 2009. The increase in turnover came mainly from the stainless steel
division, which went up around 28.7%, from approximately HK$241.3 million in 2009 to approximately HK$310.7 million in 2010 as
the worldwide economic stabilized. Turnover for the timber division increased only slightly from approximately HK$127.2 million for
the year ended 31 December 2009 to approximately HK$127.6 million for the year ended 31 December 2010.

Overall gross profit margin dropped from 15.3% in the year 2009 to 13.8% in 2010, mainly due to the drop in the gross profit margin
of the timber division.

Gross profit margin for the stainless steel division dropped slightly from 17.5% in 2009 to 16.7% in 2010 as selling prices were
downward adjusted due to the shift of payment obligation on the land transportation costs for containers from the Group to the key
customer.

Gross profit margin for the timber division dropped from 11.2% in 2009 to 6.7% in 2010, as extra costs were spent in the trial
production for the new BOF products.

Total expenses (including distribution and administration expenses) increased from approximately HK$25.5 million in 2009 to
approximately HK$26.8 million in 2010. Total expenses increased by around HK$1.3 million for the year 2010, mainly due to the
additional costs incurred for the development of new BOF products.

Distribution costs dropped from approximately HK$4.1 million in 2009 to around HK$2.2 million in 2010 due to the shift of payment
obligation on the land transportation costs for containers from the Group to the key customer.

Administrative expenses increased by HK$3.2 million from approximately HK$21.4 million in 2009 to approximately HK$24.6
million in 2010, mainly due to additional product development costs, about HK$2.5 million from the new BOF series and HK$1.1
million from stainless steel division.

Interest costs rose significantly from approximately HK$2.4 million in 2009 to approximately HK$3.9 million in 2010, as the average
bank borrowings increased from approximately HK$56.0 million to around HK$100.4 million, mainly because of the new investment
associated with the new land, the construction of new production plant and the purchase of new equipment, all related to the new
BOF series.

Income tax expenses increased from approximately HK$8.4 million in 2009 to approximately HK$11.4 million in 2010, mainly due
to the significant higher profit from JF Ningbo. Besides, the Group paid tax of about HK$1.0 million for the profit resulting from the
transfer of land from JF Ningbo to JF Furniture.

Net profit in 2010 was approximately HK$18.4 million, representing a decline of approximately 14.6% as compared to that of 2009.
The decline in net profit mainly came from lower gross margin from the timber division and the higher total expenses.

LIQUIDITY, FINANCIAL RESOURCES AND FUNDING AND TREASURY POLICY

The Group's overall financial position tightened as the Group expanded its scope of business and invested significantly in the new
BOF production plants and equipment.

As at 31 December 2010, the Group had cash and bank balances of approximately HK$32.6 million (2009: approximately HK$29.6
million) and net current assets of approximately HK$17.4 million which was HK$49.9 million less than approximately HK$67.3
million recorded in 2009, again due to the increased borrowing requirement for the new BOF investment.

As at 31 December 2010, the Group had current liabilities of approximately HK$271.8 million, which was higher than the closing

balance for 2009 of approximately HK$92.4 million. The increase in current liabilities was mainly due to the increase of bank
borrowings by approximately HK$110.7 million.

BANK LOANS AND OTHER BORROWINGS

Particulars of bank borrowings and charges on the Group’s assets are set out in note 23 to the financial statements.

JF Household Furnishings Limited Annual Report 2010
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MANAGEMENT DISCUSSION AND ANALYSIS

GEARING RATIO

The Group’s gearing ratio, which was derived from the total bank borrowings to total assets, increased to 32.9% in 2010 from 17.6%
in 2009, as the Group increased its bank borrowings by around HK$110.7 million.

FUTURE PLANS FOR MATERIAL INVESTMENTS

Save as disclosed in this report, the Group had no material acquisition or capital expenditure plan as of 31 December 2010.
CONTINGENT LIABILITIES

As at 31 December 2010, the Group did not have any significant contingent liabilities (2009: Nil).

SUBSEQUENT EVENTS

On 29 January 2011, JF Household Furnishings (Asia) Ltd. (“JF Asia”), a wholly-owned subsidiary of the Company (as vendor),
entered into a disposal agreement (“Disposal Agreement”) with First Priority Inc. (“First Priority”) (as purchaser) pursuant to
which JF Asia agreed to dispose and First Priority agreed to acquire 100 shares of US$1.00 each of JF Household Furnishings
(BVI) Ltd. (“JF BVI”) (being the entire issued shares of JF BVI) at a consideration of HK$102,060,703 subject to certain disposal
consideration adjustments. Details of the Disposal Agreement had been disclosed in an announcement jointly issued by the
Company and Bounty Wealth Limited, an independent third party (“Joint Announcement”) on 3 March 2011.

Further, as disclosed in the Joint Announcement, the Board proposed a distribution of special dividend of not more than
HK$170,000,000 (subject to full declaration and finalization of the proposed special distribution) (“Proposed Special Distribution”)
and a reduction of share premium account (“Reduction of Share Premium”) to facilitate the Proposed Special Distribution. Details
of the Proposed Special Distribution and the Reduction of Share Premium were also set out in the Joint Announcement.

Save as disclosed in this report, no subsequent events occurred after 31 December 2010 which may have significant effects on
the assets and liabilities of future operations of the Group.

FOREIGN EXCHANGE EXPOSURE

All transactions of the Group are denominated in RMB, Hong Kong dollars, Euro or US dollars. As RMB may continue to fluctuate in
the foreseeable future, the Group will maintain a sizable portion of its borrowings in Hong Kong dollars, which form a natural hedge
with the Group’s sales denominated in US dollars.

EMPLOYEES AND REMUNERATION POLICY

As at 31 December 2010, the Group employed approximately 1,060 staff in the PRC and Hong Kong, representing an increase of
260 staff from 31 December 2009, as the Group expanded its business lines. The Group’s remuneration to employees, including
Directors’ emoluments, increased by approximately HK$5.3 million to approximately HK$34.4 million for the fiscal year of 2010.
The Group reviews employee remuneration annually and rewards its employee with reference to the length of services and
performance. The Group also has the liberty to grant share options and bonuses to employees of the Group at the discretion of the
Directors based on the financial performance of the Group.

CAPITAL STRUCTURE

Since the listing of the Company’s shares on the Growth Enterprise Market (“GEM”) of the Stock Exchange on 13 October 2005,
there has been no change in the capital structure of the Company. The share capital of the Company comprises only ordinary
shares.

COMPETING INTEREST
None of the Directors or their respective associates (as defined in the Rules Governing the Listing of Securities on the Stock

Exchange (“Listing Rules”)), had any interests in any business which compete or may compete with the Company or any other
conflicts of interest which any such person may have with the Company.

JF Household Furnishings Limited Annual Report 2010
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DIRECTORS AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. Yan Siu Wai, aged 55, is one of the co-founders and Chairman of the Group. Mr. Yan is responsible for the strategic planning,
corporate development and supervision of overall management of the Group. Mr. Yan graduated from Hong Kong Polytechnic
University (formerly known as the Hong Kong Polytechnic) in 1976 with a higher diploma in production engineering. In 1998,
he also obtained a master degree in Science (Engineering Business Management) from the University of Warwick, the United
Kingdom. Mr. Yan is a member of the American Institute of Industrial Engineers and American Society of Heating Refrigerating and
Air-conditioning Engineers, Inc.. Mr. Yan has approximately 30 years of experience in industrial management and manufacturing.
Mr. Yan is also a director of all of the subsidiaries of the Company, namely JF Household Furnishings (Asia) Ltd., JF Household
Furnishings (BVI) Ltd., Keylink Technology Limited, JF Household Furnishings (Macau) Holdings Ltd., JF Household Furnishings
Macao Commercial Offshore Limited, JF A.C.R. Equipment Supplies (Ningbo) Co., Ltd., Ningbo JF Metal Products Co., Ltd. and
Ningbo JF Furniture Co., Ltd. Mr. Yan also held directorships and shareholding in other private companies, some of which are
jointly invested with Mr. Leung Kwok Yin. Further, both of Mr. Yan and Mr. Leung Kwok Yin are directors and controlling shareholders
of Multistack International Limited (“MIL"), a company listed on the Australian Stock Exchange.

The Company and Mr. Yan entered into a service agreement on 8 September 2005 in relation to Mr. Yan’s appointment as an
executive Director for an initial term of 3 years commenced from 8 September 2005 and expired on 7 September 2008 which term
is renewable automatically for successive terms of one year each commencing from the day next after the expiry of the then current
term of their appointment, unless terminated by not less than 6 months’ notice in writing served by either party at the end of the
initial term or at any time thereafter. Pursuant to the service agreement, Mr. Yan is entitled to receive a salary of HK$34,000 per
month and a discretionary annual bonus. The salary of Mr. Yan is determined with reference to his experience and responsibilities.

Mr. Leung Kwok Yin, aged 58, is one of the co-founders of the Group. Mr. Leung is responsible for product development, materials
sourcing and marketing of the Group. Mr. Leung graduated from Hong Kong Polytechnic University (formerly known as the Hong
Kong Polytechnic) in 1975 with a technician diploma in electrical engineering. Mr. Leung has been partnering with Mr. Yan Siu
Wai for investments in the PRC for approximately 30 years and has built substantial manufacturing and distribution experiences
in the PRC. Mr. Leung is also a director of all of the subsidiaries of the Company, namely JF Household Furnishings (Asia) Ltd., JF
Household Furnishings (BVI) Ltd., Keylink Technology Limited, JF Household Furnishings (Macau) Holdings Ltd., JF Household
Furnishings Macao Commercial Offshore Limited, JF A.C.R. Equipment Supplies (Ningbo) Co., Ltd., Ningbo JF Metal Products
Co., Ltd. and Ningbo JF Furniture Co., Ltd. Mr. Leung also held directorships and shareholding in other private companies, some
of which are jointly invested with Mr. Yan Siu Wai. Further, both of Mr. Leung and Mr. Yan Siu Wai are directors and controlling
shareholders of MIL, a company listed on the Australian Stock Exchange.

The Company and Mr. Leung entered into a service agreement on 8 September 2005 in relation to Mr. Leung’s appointment as
an executive Director for an initial term of 3 years commenced from 8 September 2005 and expired on 7 September 2008 which
term is renewable automatically for successive terms of one year each commencing from the day next after the expiry of the
then current term of their appointment, unless terminated by not less than 6 months’ notice in writing served by either party at
the end of the initial term or at any time thereafter. Pursuant to the service agreement, Mr. Leung is entitled to receive a salary of
HK$18,000 per month and a discretionary annual bonus. The salary of Mr. Leung is determined with reference to his experience
and responsibilities.

Mr. Bao Jisheng, aged 72, joined the Group in January 1999. He was the general manager of the Group since January 2003 and
has resigned from his position as general manager of the Group since 20 April 2009. Mr. Bao remains as an executive Director
of the Company and continues to oversee the overall operation of the Group. Mr. Bao was previously the factory manager of
Yuyao General Machinery Factory. He has over 41 years of experience in manufacturing, industrial engineering and business
management. Mr. Bao is a qualified engineer. Mr. Bao is also a director of certain subsidiaries of the Company, namely JF
Household Furnishings Macao Commercial Offshore Limited, JF A.C.R. Equipment Supplies (Ningbo) Co., Ltd., Ningbo JF Metal
Products Co., Ltd. and Ningbo JF Furniture Co., Ltd.

The Company and Mr. Bao entered into a service agreement on 8 September 2005 in relation to Mr. Bao’s appointment as an
executive Director for an initial term of 3 years commenced from 8 September 2005 and expired on 7 September 2008 which term
is renewable automatically for successive terms of one year each commencing from the day next after the expiry of the then current
term of their appointment, unless terminated by not less than 6 months’ notice in writing served by either party at the end of the
initial term or at any time thereafter. Pursuant to the service agreement, Mr. Bao is entitled to receive a salary of HK$58,000 per
month and a discretionary annual bonus. The salary of Mr. Bao is determined with reference to his experience and responsibilities.
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DIRECTORS AND SENIOR MANAGEMENT

NON-EXECUTIVE DIRECTOR

Mr. Kwan Kai Cheong, aged 61, graduated from the University of Singapore in 1973 with a degree in Accountancy. Mr. Kwan
is qualified as a Chartered Accountant in Australia in 1979 and is a member of the Hong Kong Institute of Certified Public
Accountants since 1982. He completed the Stanford Executive Program in 1992. He was previously the president and chief
operating officer for the Asia Pacific Region of Merrill Lynch & Co.. Mr. Kwan was appointed as an independent non-executive
Director in March 2005. Mr. Kwan is also a non-executive director of China Properties Group Limited, a company listed on the
Main Board. He is an independent non-executive director for several listed companies in Hong Kong, namely Hutchison Harbour
Ring Limited, Win Hanverky Holdings Limited, SPG Land (Holdings) Limited and Sunlight REIT (which are all listed on the Main
Board of the Stock Exchange). He is also an independent non-executive director of Galaxy Resources Limited, a company listed
on the Australian Securities Exchange, with effect from 13 October 2010. Mr. Kwan was appointed an independent non-executive
director of Soundwill Holdings Limited, a company listed on the Main Board of the Stock Exchange, on 30 September 2004
and had resigned on 7 January 2011. Mr. Kwan was an independent non-executive director of Hutchison Telecommunications
International Limited, a company previously listed on the Main Board of the Stock Exchange which has withdrawn from listing with
effect from 25 May 2010. Further, Mr. Kwan was also a director of Yaohan International Holdings Limited, a company previously
listed on the Main Board which is pending liquidation. He was also a non-executive director of China Medical and Bio Science
Limited (formerly known as “China Medical Science Limited”), a company listed on GEM with provisional liquidator appointed on
3rd December 2008, and Mr. Kwan had resigned on 20 May 2008.

Mr. Kwan was first appointed as an independent non-executive Director with an initial term of appointment of 30 months
commenced from 8 March 2005, which term had been renewed for a further term of 24 months commenced from 8 September
2007. On 9 April 2008, Mr. Kwan was re-designated as a non-executive Director of the Company. Following the expiration of
his then term on 7 September 2009, Mr. Kwan’s term of appointment was renewed for another 24 months commenced from
8 September 2009, which is terminable by serving at least 3 months’ prior notice in writing unless otherwise mutually agreed
between Mr. Kwan and the Company. Mr. Kwan is entitled to receive a fee of HK$100,000 per annum which is determined with
reference to his experience and estimated time to be spent. Mr. Kwan is a member of the audit committee and remuneration
committee of the Company.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Yu Hon Wing Allan, aged 54, graduated from the Hong Kong Polytechnic University (formerly known as the Hong Kong
Polytechnic) in 1978 with a higher diploma in Accountancy. Mr. Yu is a Certified Public Accountant (Practising) with the Hong Kong
Institute of Certified Public Accountants (formerly known as the Hong Kong Society of Accountants). He is also a fellow of the
Chartered Association of Certified Accountants since 1986. Mr. Yu was appointed as an independent non-executive Director in
March 2005. Mr. Yu is an independent non-executive director of MIL, a company listed on the Australian Stock Exchange, whose
controlling shareholders are Mr. Yan Siu Wai and Mr. Leung Kwok Yin.

Mr. Yu was appointed as an independent non-executive Director with an initial term of appointment of 30 months commenced from
8 March 2005, which term had been renewed for a further term of 24 months commenced from 8 September 2007. Following the
expiration of such term on 7 September 2009, Mr. Yu's term of appointment was renewed for another 24 months commenced from 8
September 2009, which is terminable by serving at least 3 months’ prior notice in writing unless otherwise mutually agreed between Mr.
Yu and the Company. Mr. Yu is entitled to receive a fee of HK$60,000 per annum which is determined with reference to his experience
and estimated time to be spent. Mr. Yu is the chairman of the audit committee and remuneration committee of the Company.

Mr. Garry Alides Willinge, aged 61, is a fellow of the Australian Institute of Company Directors and a fellow of the Hong Kong
Institute of Directors. He is also an Adjunct Professor with the Curtin Business School. He graduated from the University of
Melbourne, Australia in 1970 with a Bachelor of Science. In 1996, he also obtained a Graduate Diploma in Applied Finance and
Investment from the Securities Institute Education in Australia (now known as “The Securities Institute of Australia”). Mr. Willinge
has worked in a number of management roles in a multinational information technology company. Mr. Willinge was appointed as
an independent non-executive Director in March 2005. Mr. Willinge is an independent non-executive director of China Properties
Group Limited, a company listed on the Main Board of the Stock Exchange. He was an independent non-executive director of
China Medical and Bio Science Limited (formerly known as “China Medical Science Limited”), a company listed on GEM with
provisional liquidator appointed on 3 December 2008, and he had resigned on 24 October 2008. Furthermore, Mr. Willinge was
also an independent non-executive director of Canton Property Investment Limited, a company previously listed on AIM of the
London Stock Exchange with its shares cancelled from trading since 13 March 2009 and provisional liquidators appointed on 26
June 2009, and Mr. Willinge had resigned on 5 November 2008.
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DIRECTORS AND SENIOR MANAGEMENT

Mr. Willinge was appointed as an independent non-executive Director with an initial term of appointment of 30 months commenced
from 8 March 2005, which term had been renewed for a further term of 24 months commenced from 8 September 2007. Following
the expiration of such term on 7 September 2009, Mr. Willinge's term of appointment was renewed for another 24 months
commenced from 8 September 2009, which is terminable by serving at least 3 months’ prior notice in writing unless otherwise
mutually agreed between Mr. Willinge and the Company. Mr. Willinge is entitled to receive a fee of HK$100,000 per annum which is
determined with reference to his experience and estimated time to be spent. Mr. Willinge is a member of the audit committee and
remuneration committee of the Company.

Mr. Chu Kwok Man, aged 55, is a solicitor practising in Hong Kong since 1983. He was awarded the degree of Master of Laws by
the City University of Hong Kong and the degree of Master of Corporate Finance by The Hong Kong Polytechnic University. Mr.
Chu is also an independent non-executive director of Decca Holdings Limited, a company listed on the Main Board of the Stock
Exchange, and MIL, a company listed on the Australian Stock Exchange, whose controlling shareholders are Mr. Yan Siu Wai and
Mr. Leung Kwok Yin.

Mr. Chu was appointed as an independent non-executive Director with an initial term of appointment of 17 months commenced
from 9 April 2008, which term had expired on 8 September 2009, and Mr. Chu’s term of appointment was renewed for another
24 months commenced from 9 September 2009, which is terminable by serving at least 3 months’ prior notice in writing unless
otherwise mutually agreed between Mr. Chu and the Company. Mr. Chu is entitled to receive a fee of HK$60,000 per annum which
is determined with reference to his experience and estimated time to be spent. Mr. Chu is a member of the audit committee and
remuneration committee of the Company.

SENIOR MANAGEMENT

Mr. Bao Xianggian, aged 45, joined the Group in January 1999 and was promoted to be the general manager of Ningbo JF
Furniture Co. Ltd. in November 2007. Mr. Bao has been appointed the general manager of the Group with effect from 20 April
2009, following the resignation of Mr. Bao Jisheng. He is in charge of the Group’s marketing activities and correspondences with
overseas customers. Mr. Bao graduated from East China University of Technical Engineering in 1988 with a bachelor degree
major in Scientific English. He has been engaged in international trading for 16 years. Mr. Bao obtained a Master of Business
Administration from the University of Canberra, Australia in July 2005. Mr. Bao is the son of Mr. Bao Jisheng.

Mr. Wang Shengkang, aged 69, joined the Group in June 2002 and was promoted to the position of deputy general manager
in November 2004. Mr. Wang is responsible for the personnel and daily administrative operations of the Group. He has been
engaged in corporate administration for over 20 years.

Mr. Wu Dingfeng, aged 47, joined the Group in January 2003, and was appointed as the deputy general manager of Ningbo
JF Furniture Co. Ltd. Mr. Wu is responsible for general and technical operations of the Ningbo JF Furniture Co. Ltd. Mr. Wu
graduated from the faculty of mechanical engineering in (Zhejiang Engineering College, the PRC) in 1983 with a bachelor degree
in engineering. Mr. Wu has been in mechanical engineering industry for over 20 years. Prior to joining the Group in January 2003,
Mr. Wu had worked for Yuyao General Machinery Factory and Yuyao Jiehua Compressor Ltd., as technical manager and chief
engineer.

Mr. Zheng Yao, aged 50, joined the Group in December 2007 and was appointed as the deputy general manager of JF A.C.R.
Equipment Supplies (Ningbo) Co., Ltd. Mr. Zheng was responsible for the administration and management of the factory.
Mr. Zheng graduated from Zhejiang Radio & TV University in 1986 majoring in industrial accounting. Mr. Zheng is a qualified
accountant and a member of The Chinese Institute of Certified Public Accountants in the PRC. Mr. Zheng has over 20 years of
experience in business management. Prior to joining the Group in December 2007. Mr. Zheng worked for Shuaikang Group Co.,
Ltd. as deputy general manager.

Mr. Cheung Wai Tak, aged 58, joined the Group as the financial controller in May 2005 and has been working in the finance and
accounting field for over 20 years. Mr. Cheung is a Certified Public Accountant in the United States and is a member of the Hong
Kong Institute of Certified Public Accountants. He graduated with an MBA degree from the University of California at Berkeley, the
United States in 1981.
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REPORT OF THE DIRECTORS

The Directors are pleased to present their report together with the audited financial statements of JF Household Furnishings
Limited (“the Company”) and its subsidiaries (collectively the “Group”) for the year ended 31 December 2010.

The Company was incorporated in the Cayman Islands as an exempted company with limited liability on 19 January 2005 under
the Companies Law, Cap 22 (Law 3 of 1961, as consolidated and revised) of the Cayman Islands.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The Group is principally engaged in the manufacture and sale of (i) furnishings,
home products and accessories primarily used in kitchens and bathrooms with stainless steel as raw materials and (ii) wooden
panel furniture. Turnover represents invoiced value of goods sold, net of value-added tax, and after allowance for goods returned
and trade discounts.

An analysis of the turnover from the principal activities during the financial year is set out in note 6 to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

The information in respect of the Group’s sales and purchases attributable to the major customers and suppliers respectively
during the financial year is as follows:

Percentage of the Group’s
total Sales/Purchases

The largest customer 98.1%
Five largest customers in aggregate 98.3%
The largest supplier 24.1%
Five largest suppliers in aggregate 61.7%

None of the Directors or any of their associates or any shareholders of the Company (who or which to the knowledge of the
Directors own more than 5.0% of the share capital of the Company) has any beneficial interest in any of the Group’s five largest
customers and five largest suppliers.

DIVIDEND

The Directors do not recommend payment of any final dividend for the year ended 31 December 2010.
PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment are set out in note 15 to the financial statements.

DISTRIBUTABLE RESERVES

At 31 December 2010, the Company'’s reserves available for cash distribution amounted to approximately HK$124.2 million. Under
the Companies Law (Revised) of the Cayman Islands, the share premium of the Company is distributable to the shareholders of
the Company provided that immediately following the date on which the dividend is proposed to be distributed, the Company will
be in a position to pay off its debts as they fall due in the ordinary course of business. The share premium may also be distributed
in the form of fully paid bonus shares.

SHARE CAPITAL

Details of movements in share capital of the Company during the year are set out in note 25 to the financial statements. Shares were
issued during the year pursuant to the exercise of certain pre-IPO share options during the year.
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REPORT OF THE DIRECTORS

DIRECTORS
The Directors during the financial year and up to the date of this report were:
Executive Directors

Mr. Yan Siu Wai (Chairman)
Mr. Leung Kwok Yin
Mr. Bao Jisheng

Non-Executive Director
Mr. Kwan Kai Cheong
Independent Non-Executive Directors

Mr. Yu Hon Wing Allan
Mr. Garry Alides Willinge
Mr. Chu Kwok Man

DIRECTORS’ SERVICE CONTRACTS

On 8 September 2005, all the executive Directors entered into a service agreement with the Company for an initial term of
three years commenced from 8 September 2005 and expired on 7 September 2008 which term is renewable automatically for
successive terms of one year each commencing from the day next after the expiry of the then current term of their appointment,
unless terminated by not less than 6 months’ notice in writing served by either party at the end of the initial term or at any time
thereafter. Each executive Director is committed by the respective service agreements to devote himself exclusively and diligently
to the business and interests of the Group and to keep the Board promptly and fully informed of his conduct of business affairs,
among other commitments. All executive Directors are also entitled to a bonus depending on the profit of the Group attributable
to shareholders of the Company. The bonus shall be determined by the Board but in any case the aggregate amount payable for
each financial year to all the executive Directors of the Company shall not exceed 10% of such profit.

The Board first appointed Mr. Kwan Kai Cheong, Mr. Garry Alides Willinge and Mr. Yu Hon Wing Allan as independent non-
executive Directors on 8 March 2005 for an initial term of 30 months commenced from 8 March 2005, which term had been renewed
for a further term of 24 months commenced from 8 September 2007 and had expired on 7 September 2009. On 9 April 2008,
Mr. Kwan Kai Cheong was re-designated as a non-executive Director of the Company and Mr. Chu Kwok Man was appointed
as independent non-executive Director with an initial term of 17 months which had expired on 8 September 2009. Following the
expiration of each of their respective term, each of Mr. Yu Hon Wing Allan, Mr. Garry Alides Willinge and Mr. Chu Kwok Man'’s term
of appointment as independent non-executive Director was renewed for another 24 months commenced from 8 September 2009
and 9 September 2009 respectively, and Mr. Kwan Kai Cheong's term of appointment as non-executive Director was also renewed
for another 24 months commenced from 8 September 2009. Each of the term of appointment of such Director will be terminable
by serving at least 3 months’ prior notice in writing unless otherwise mutually agreed between such Director and the Company
respectively.

The Company has received from each of Mr. Yu Hon Wing Allan, Mr. Garry Alides Willinge and Mr. Chu Kwok Man, a written

confirmation confirming his independence as an independent non-executive Director pursuant to Rule 3.13 of the Listing Rules.
Based on such written confirmations, the Company considers all of the independent non-executive Directors to be independent.
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REPORT OF THE DIRECTORS

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND
DEBENTURE OF THE COMPANY OR ITS ASSOCIATED CORPORATIONS

As at 31 December 2010, the interests and short positions of the Directors and the chief executives of the Company and each of
their respective associates (as defined under the Listing Rules), in the shares, underlying shares and debentures of the Company
or any of its associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong) (“SFO”) which (a) were required, to be notified to the Company and the Stock Exchange pursuant to Divisions
7 and 8 of the Part XV of the SFO (including interests and short positions which the Directors were taken or deemed to have under
such provisions of the SFO); or (b) were required, pursuant to section 352 of the SFO, to be entered in the register referred to
therein; or (c) were required, pursuant to the Model Code for Securities Transactions by Directors of Listed Companies contained
in the Listing Rules, to be notified to the Company and the Stock Exchange were as follows:

Interests in the shares of the Company
Approximate

percentage of
the total issued

Personal Family Corporate capital of the
Name of Director interests interests interests Total Company
Mr. Yan Siu Wai 17,035,200 — 63,000,000 80,035,200 35.94%
(Note 1)

Mr. Leung Kwok Yin 18,076,800 — 12,600,000 30,676,800 13.78%
(Note 2)

Mr. Bao Jisheng 3,360,000 — 22,680,000 26,040,000 11.69%
(Note 3)

Notes:

1. Among these 80,035,200 shares, (i) 34,020,000 shares were registered in the name of Excel Strength Investments Limited (“Excel Strength”); (ii)
28,980,000 shares were registered in the name of Willhero Investments Limited (“Willhero”); and (iii) the remaining 17,035,200 shares were registered
in the name of Mr. Yan Siu Wai directly. Each of Excel Strength and Willhero is a company incorporated in the British Virgin Islands (“BVI”) and whose
entire issued capital is solely owned by Mr. Yan Siu Wai. By virtue of the SFO, Mr. Yan Siu Wai was deemed to be interested in 63,000,000 shares
through his shareholdings in Excel Strength and Willhero.

2. Among these 30,676,800 shares, (i) 12,600,000 shares were registered in the name of Joyday Consultants Limited (“Joyday”); and (ii) the remaining
18,076,800 shares were registered in the name of Mr. Leung Kwok Yin directly. Joyday is a company incorporated in the BVl and whose entire issued
capital is solely owned by Mr. Leung Kwok Yin. By virtue of the SFO, Mr. Leung Kwok Yin was deemed to be interested in 12,600,000 shares through
his shareholdings in Joyday.

3. Among these 26,040,000 shares, (i) 22,680,000 shares were registered in the name of Hero Talent Investments Limited (“Hero Talent”); and (ii) the

remaining 3,360,000 shares were registered in the name of Mr. Bao Jisheng directly. Hero Talent is a company incorporated in the BVI and whose
entire issued capital is solely owned by Mr. Bao Jisheng. By virtue of the SFO, Mr. Bao Jisheng was deemed to be interested in 22,680,000 shares
through his shareholdings in Hero Talent.

Interests in underlying shares of the Company
As at 31 December 2010, none of the Directors have options to subscribe for shares in the Company.

As at 31 December 2010, none of the Directors or chief executive of the Company and each of their respective associates (as
defined under the Listing Rules) had or was deemed to have any interests or short positions in the shares, underlying shares
or debentures of the Company or any of its associated corporations (within the meaning of Part XV of the SFO) which (a) were
required to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which the Directors were taken or deemed to have under such provisions of the SFO); or (b) were
required, pursuant to Section 352 of the SFO, to be entered in the register referred to therein; or (c) were required, pursuant to
the Model Code for Securities Transactions by Directors of Listed Companies contained in the Listing Rules, to be notified to the
Company and the Stock Exchange.
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REPORT OF THE DIRECTORS

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2010, other than the interests disclosed above in respect of certain Directors, the Directors were not aware of
any other persons who had interests or short positions in the shares or the underlying shares of the Company as recorded in the
register required to be kept under section 336 of the SFO.

SHARE OPTIONS

By written resolutions passed on 8 September 2005, the then shareholders of the Company approved and adopted a share option
scheme entitling the Board to grant share options at its discretion before the listing of the Shares on GEM (the “Pre-IPO Share
Option Scheme”), and conditionally adopted a post-IPO share option scheme (the “Post-IPO Share Option Scheme”). By an
ordinary resolution passed on 26 November 2008, the then shareholders of the Company approved (i) the adoption of a new share
option scheme (“New Share Option Scheme”), and (ii) the termination of the Pre-IPO Share Option Scheme and the Post-IPO Share
Option Scheme. Pursuant to the terms of the Pre-IPO Share Option Scheme, the share options previously granted under the Pre-
IPO Share Option Scheme but not yet exercised will remain valid and exercisable in accordance with the provisions of the Pre-IPO
Share Option Scheme and the terms of issue of such options.

Details of the share options granted on 8 September 2005 pursuant to the Pre-IPO Share Option Scheme which had been
exercised or lapsed during the year ended 31 December 2010 are as follows:

Share options

Share exercised Share options Share
options held during the  lapsed during options held
as at year ended the year ended as at
1 January 31 December 31 December 31 December
2010 2010 2010 2010 Exercise price
HK$
(A) Employees 2,688,000 (2,688,000) — — 0.80
1,675,000 (1,395,000) (280,000) — 0.56
(B) Directors
Yan Siu Wai 4,435,200 (4,435,200) — — 0.80
Leung Kwok Yin 2,956,800 (2,956,800) — — 0.80
Bao Jisheng 2,360,000 (2,360,000) — — 0.80
14,115,000 (13,835,000) (280,000) —
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REPORT OF THE DIRECTORS

Details of the share options granted pursuant to the New Share Option Scheme and remained outstanding as at 31 December 2010
are as follows:

Share options

Share Share options exercised
options held granted during during Share options
as at the year ended the year ended held as at
1 January 31 December 31 December 31 December
2010 2010 2010 2010 Exercise price
HK$
(A) Employees 1,000,000 — — 1,000,000 0.90
(B) Directors — — — — —
1,000,000 — — 1,000,000

SHARE OPTION SCHEME

No options granted under the Pre-IPO Share Option Scheme and the Post-IPO Share Option Scheme are still outstanding. Save
as disclosed above, no other options have been granted under the New Share Option Scheme since its adoption on 26 November
2008.

DIRECTORS’ INTERESTS IN CONTRACTS

No contract of significance to which the Company or any of its subsidiaries was a party and in which a Director had a material
interest, whether directly or indirectly, subsisted at the end of the year under review or any time during the year under review save
and except for the transactions disclosed as connected and/or related party transactions in accordance with the requirements of
the Listing Rules and accounting principles generally accepted in Hong Kong.

PURCHASE, SALE OR REDEMPTION OF SHARES

Since the listing of the Company’s shares on GEM on 13 October 2005, neither the Company nor any of its subsidiaries has
purchased, sold or redeemed any of the Company’s shares.

BANK LOANS AND OTHER BORROWINGS
Particulars of bank loans of the Group as at 31 December 2010 are set out in note 23 to the financial statements.

RETIREMENT SCHEMES

The Group maintains a mandatory provident fund (“MPF Scheme”) for all qualifying employees in Hong Kong. The Group’s and
employee’s contributions to the MPF Scheme are based on 5% of the relevant income of the relevant employee (up to a cap of
monthly relevant income of HK$20,000) and in accordance with the requirements of the Mandatory Provident Fund Schemes
Ordinance and related regulations.

Pursuant to the relevant labour rules and regulations in the PRC, the Group participates in defined contribution retirement benefit
schemes (“Schemes”) organised by the relevant local government authorities in Yuyao, the PRC whereby the Group is required
to make contributions to the Schemes at the rate of 20% of the eligible employees’ salaries. The local government authorities are
responsible for the entire pension obligations payable to retired employees.

AUDITORS

A resolution to re-appoint the retiring auditors, RSM Nelson Wheeler, will be proposed at the forthcoming annual general meeting.
There has been no change of the Company’s auditors since its incorporation.

JF Household Furnishings Limited Annual Report 2010
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CORPORATE GOVERNANCE REPORT

CODE OF BEST PRACTICE

The Group is committed to ensuring high standards of corporate governance and business practices. The Group has complied
throughout the period from 1 January 2010 to 31 December 2010 with the code provisions set out in the Code on Corporate
Governance Practices contained in Appendix 14 of the Listing Rules. The Board will continue to commit itself to achieving a high
quality of corporate governance.

DIRECTORS’ SECURITIES TRANSACTIONS

The Group has adopted a code of conduct regarding Directors’ securities transactions as set out in Appendix 10 of the Listing
Rules. Having made specific enquiry, all Directors have fully complied with the required standard set out in Appendix 10 of the
Listing Rules for the year ended 31 December 2010.

BOARD OF DIRECTORS

As at 31 December 2010, the Board comprised of seven members, namely the Chairman and two other executive Directors, one
non-executive Director, and three non-executive Directors who are independent as defined in the Listing Rules (the biographies
of the Directors are set out on page 12). Apart from the jointly invested businesses between Mr. Yan Siu Wai and Mr. Leung Kwok
Yin, there is no other relationship among the members of the Board.

The Board oversees the Group’s strategic development and the overall management of the Group. The Board also monitors the
financial performance and internal controls of the Group. The Board members have a broad access to business documents and
information about the Group. Two Board committees, namely, the audit committee and the remuneration committee have been
established to oversee particular aspects of the Group’s affairs. The Board meets regularly to review the financial and operating
performance of the Group and to approve future plans and development.

Two Board meetings were held in 2010 and the attendance rate was as follows:

Name of directors Number of meetings Attended Attendance rate
Mr. Yan Siu Wai (Chairman) 2/2 100%
Mr. Leung Kwok Yin 2/2 100%
Mr. Bao Jisheng 2/2 100%
Mr. Kwan Kai Cheong 2/2 100%
Mr. Yu Hon Wing, Allan 2/2 100%
Mr. Garry Alides Willinge 2/2 100%
Mr. Chu Kwok Man 1/2 50%

The Chairman and executive Directors also held informal meetings with independent non-executive Directors for the advices on
the well being and the long term development of the Group.

All Directors and Board committees have recourse to external legal counsel and other professionals for independent advice at the
Group’s expense if they require it.

ROLE OF CHAIRMAN AND GENERAL MANAGER
During the year under review, Mr. Yan Siu Wai was the Chairman and Mr. Bao Xianggian was the General Manager of the Group.

There is segregation of duties between the Chairman’s responsibility for leadership and management of the Board and the
Company’s strategy, and the General Manager’s responsibility to implement the Company’s strategy.

The Chairman of the Board is responsible for leading the Board in establishing corporate directions and monitoring the

implementation of the corporate strategies and plans for the long term development of the Group and to create value for
shareholders.

JF Household Furnishings Limited Annual Report 2010



EXERBRERS

REERTA

AEBHRNERFRENEEEAREEER R_FT—FTF-A-RE_F-ZF+_A=+—HHHAR AKEZET
J:?ﬁ%EE'JMﬂ‘ﬁ-f—EZ@%%?@%%&?E‘JW%‘C?E'JMX %$‘=‘*H12@%§§5(7]L§5( BZmMEEER -

ESETEERS

AEECERMEN ETRAUMSZTEFRESTETEARXINFRETR -EAMBESHFHARERR RERBE_F—
ZFET_AZT-BLFEERKT2ETHR LR AK S+ ORELER -

Exg

RZFB-—FFE+_A=1T—"0 EFEHLtEXEBENX BREIF MBEMHUTES —BFRTESR=RBIIFNT
EX(E2RLTRAND(BSZEAEHFEREBE) -REXAALTEREELLECHERAREXDTI)N EFEKEM
BEAARR -

EFSEEARENRBEERLEREE EFeNEEAKENMBRRALANES EFEXNBAEZEHAKEN
EBXHREN MEEEEZBe(AERZEERFMEZB Q) DR TERASEEEH I ENEBEMKYL - EFEE
HERER BERAKENMBEREERR URBBARNERRKE -

RIZB-—ZFECRETMAESTSEHR  LEXNT

EEHR CHESBRRE i FE &
BIKBE S E(EE) 2/2 100%
REE A 2/2 100%
o 4 B2 ok A 2/2 100%
B2 L. 2/2 100%
BIES A 2/2 100%
Garry Alides Willinge %t & 2/2 100%
FEREAE 1/2 50%

ITRNRATEETRBYFATESRTHEASHE  UEESEFRAKENNERREZRNER -
MEEENEZEZ SN ARRERSIIIMERERREMEXERZBYER  ERAAKEKE -
ITRRBEENAEC

REBFA AEBZFHBKEREERET SEEHMBRMEEREET-

ITRRERENBECERE Y TREREEZENERELZGRHIFTARAMNKE MAKENAERTARANEK
i o

EXEIFEAAEEEERUAANERIA  IEBCERR FHASERERRAFNERRARRAEEE -




CORPORATE GOVERNANCE REPORT

The General Manager is responsible for managing the operation of the Group’s businesses, proposing strategies to the Board,
preparing plans and forecast and the implementation of plans and policies adopted by the Board.

AUDIT COMMITTEE

The Company has established an audit committee with written terms of reference in accordance with the Listing Rules. The primary
duties of the audit committee are to review the Company’s interim and annual reports and accounts and to provide advice and
comments thereon to the Board. The audit committee is also responsible for reviewing internal control procedures of the Group.

The audit committee comprises of the three independent non-executive Directors, namely, Mr. Yu Hon Wing, Allan (Chairman), Mr.
Garry Alides Willinge and Mr. Chu Kwok Man, and one non-executive Director, namely, Mr. Kwan Kai Cheong.

The committee members possess diversified industry experience and the Chairman is an expert on financial and auditing matters.
The committee met two times last year. During 2010, the audit committee considered the external auditors’ projected audit fees,
discussed with the external auditors their independence and the nature and scope of the audit; reviewed the interim and annual
financial statements; and reviewed the external auditors’ management letter and management’s response. As a result, they
recommended the Board to adopt the interim report and annual report for 2010.

REMUNERATION COMMITTEE

The remuneration committee was set up to review the remuneration policies and approved the salary and bonus of the executive
Directors and certain key executives, to review the remuneration policy of the Group and to approve the granting of options. One
meeting was held in 2010. The remuneration committee comprises of four non-executive Directors, amongst which three are
independent non-executive Directors. No executive Director took part in any discussion about his own remuneration.

Directors’ emoluments and retirement benefits are disclosed on pages 67 to 69.

NOMINATION COMMITTEE

No nomination committee was established by the Company.

AUDITOR’S REMUNERATION

During the year ended 31 December 2010, the remuneration paid and payable to the auditors of the Company, RSM Nelson
Wheeler, for the provision of the Group’s audit services and taxation services were HK$600,000 and HK$15,500 respectively.

RELATED PARTY TRANSACTIONS
The related party transactions are set out in note 32 to the financial statements.
By order of the Board
Yan Siu Wai

Chairman

Hong Kong, 31 March 2011
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INDEPENDENT AUDITOR’S REPORT

RSM Nelson Wheeler
Pl EE(EB)GEMEFM

Certified Public Accountants

TO THE SHAREHOLDERS OF

JF HOUSEHOLD FURNISHINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of JF Household Furnishings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 34 to 96, which comprise the consolidated statement of financial
position as at 31 December 2010, and the consolidated income statement, consolidated statement of comprehensive income,
consolidated statement of changes in equity and consolidated statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of consolidated financial statements that give a true and fair view
in accordance with Hong Kong Financial Reporting Standards issued by the Hong Kong Institute of Certified Public Accountants
and the disclosure requirements of the Hong Kong Companies Ordinance, and for such internal control as the directors determine
is necessary to enable the preparation of consolidated financial statements that are free from material misstatement, whether due
to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial statements based on our audit and to report our opinion
solely to you, as a body, and for no other purpose. We do not assume responsibility towards or accept liability to any other person
for the contents of this report. We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong
Kong Institute of Certified Public Accountants. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’'s judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation of consolidated financial statements that give a true and fair view
in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by the directors, as well as evaluating the overall presentation of the
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

OPINION
In our opinion, the consolidated financial statements give a true and fair view of the state of affairs of the Group as at 31 December
2010, and of the Group’s results and cash flows for the year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the disclosure requirements of the Hong Kong Companies
Ordinance.

RSM Nelson Wheeler
Certified Public Accountants
Hong Kong

31 March 2011
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RSM Nelson Wheeler
R EE(EB)SHMEEM
Certified Public Accountants
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CONSOLIDATED INCOME STATEMENT

= =\ >
ek &
For the year ended 31 December 2010 g% —F—FF+ - H=+—HILFZF

Note 2010 2009
B 7 —E-=ZF —ETNF
HK$ HK$
BT 7S TC
REVENUE &= 6 438,243,822 368,474,160
Cost of goods sold B @ E KA (377,794,418)  (312,120,927)
Gross profit S| 60,449,404 56,353,233
Other income H g A 7 903,972 2,188,126
Distribution costs 2 $H A AN (2,228,451) (4,130,560)
Administrative expenses TER X (24,561,660) (21,398,430)
Other operating expenses B 48 2 il 2 (893,851) (671,520)
PROFIT FROM OPERATIONS KRR 33,669,414 32,340,849
Finance costs Bl & A 10 (3,910,680) (2,430,099)
PROFIT BEFORE TAX B B4 A = A 29,758,734 29,910,750
Income tax expense B A 11(a) (11,385,754) (8,406,677)
PROFIT FORTHE YEAR EATEBAER
ATTRIBUTABLE TO OWNERS FE 15 3% A
OF THE COMPANY 12 18,372,980 21,504,073
EARNINGS PER SHARE BRER 14
Basic HAR 0.09 0.12
Diluted e 0.08 0.11
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

|||il'l:lgﬁlk"§

For the year ended 31 December 2010 # 2 —FE—FF+ - A=+—HIFFZE

2010 2009
—E-—FF —ZETNF
HK$ HK$
& T 7 TT
Profit for the year F A 2 Fl 18,372,980 21,504,073
Other comprehensive income: Hibh 2wk :
Exchange differences on translating BMEBINEBMEEZ
foreign operations MEH =R 9,615,303 (77,364)
Other comprehensive income for the year, FAKRGEEMEE
net of tax U 2 9,615,303 (77,364)
Total comprehensive income for the year ARREBAFAELGZE NS
attributable to owners of the Company i 27,988,283 21,426,709
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

|||i|'l:lnjli§;|k Q§

At 31 December 2010 R =—F—FF+—-H=+—H
31 December 1 January
t=A=t-~8 —A—H
Note 2010 2009 2009
i3 —E-ZF —EENE —EENE
HK$ HK$ HK$
BT T 7T
(restated) (restated)
(fB&E75)) (r&35))
Non-current assets ERBEE
Property, plant and equipment ME - BERZE 15 194,727,430 118,060,331 116,740,871
Available-for-sale financial assets ~ A[{tHE S R E E 17 2,000,000 2,000,000 2,000,000
196,727,430 120,060,331 118,740,871
Current assets REEE
Inventories "E 18 128,915,041 85,713,658 80,695,507
Trade and bills receivables B E 5 R R R EREE 19 67,517,484 33,030,243 46,161,939
Deposits, other receivables BZe - HibEWRIE
and prepayments RIERFHIAE 27,700,073 9,172,272 3,743,696
Restricted cash and bank balances 2[R &3 € & R 174 84 20 21,339,517 2,201,986 1,064,958
Cash and bank balances Re RRITEH 20 32,572,820 29,613,856 21,460,400
278,044,935 159,732,015 153,126,500
Non-current assets held for sale HIEHEZIERBEE 21 11,158,972 = =
289,203,907 159,732,015 153,126,500
Current liabilities mEAE
Trade and bills payables BN E SRR N ENRIE 22 72,433,233 29,152,081 30,854,456
Other payables and accruals Hi RN RIERETIEE 30,011,390 9,155,889 9,723,559
Current tax liabilities RERBEE 9,333,650 4,837,895 7,492,310
Bank borrowings HR1T1E 3K 23 160,008,863 49,272,038 80,899,548
271,787,136 92,417,903 128,969,873
NET CURRENT ASSETS BREEE 17,416,771 67,314,112 24,156,627
TOTAL ASSETS LESS CURRENT ¥ EZERRE
LIABILITIES =K 214,144,201 187,374,443 142,897,498
Non-current liabilities FRBEE
Deferred tax liabilities EETRIBEEE 24 1,223,267 2,673,792 1,021,798
NET ASSETS FEE 212,920,934 184,700,651 141,875,700
CAPITAL AND RESERVES EAXR#EE
Share capital & 2 25 2,226,890 2,088,540 1,739,950
Reserves & 210,694,044 182,612,111 140,135,750
TOTAL EQUITY 8 RE 212,920,934 184,700,651 141,875,700

Approved by the Board of Directors on 31 March 2011
EFgER_ZT——F=A=+—RH#tE

Yan Siu Wai

IR
Director

EF

Leung Kwok Yin

REE
Director

EF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
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For the year ended 31 December 2010 g2 —F—F#F+ = F=—+—H I F/F

Reserves
i
Foreign
currency Share-based
Share Merger translation Capital General payments
premium reserve reserve reserve reserve reserve Retained
Note Share capital (Note 28 (a)) (Note a) (Note b) (Note ¢) (Noted)  (Note 28 (c)) profits Total
SRH XA
RAEE AOEE SMEXRR EXfE -k RERE
i3 23 (M 328(a)) (Kta) (M3tb) (Hite) (Hizd) (H&E28c) — REBEA aE
HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$
AT AL AT AT ET AL AT AT ET

At 1 January 2009 R=2En%-A—-H 1,739,950 26,407,639 7,358,082 18,570,473 946,832 17,547,990 1,484,613 67,820,121 141,875,700

Total comprehensive income for the year ENEENRER - - - (77,364) - - - 21504073 21,426,709

Recognition of share-based payments lﬁ%%ﬁ%ﬁﬁﬁ?ﬂlﬁ - - - - - - 217,000 - 217,000

Shares issued on exercise of share options 1T {E B FR BB 21T HIR 1D 25() 500 39,500 - - - - (12,000) - 28,000

Shares issued on placement FEE R f 2 17HR G 25(ii) 348,090 29,507,402 - - - - - - 29,855,492

Dividend paid BRKE - - - - - - - (8,702,250)  (8,702,250)

Transfers B - - - - - 2,659,936 - (2,659,936) -

Changes in equity for the year FREREY 348,590 29,546,902 - (77,364) - 2,659,936 205,000 10,141,887 42,824,951

At 31 December 2009 RZEZNF+-A=+-A 2,088,540 55,954,541 7,358,082 18,493,109 946,832 20,207,926 1,689,613 77,962,008 184,700,651

Representing & :

At 31 December 2009 after proposed RZEENF+-A=+-H"

final dividend RERNABRE& 67,460,808

Proposed final dividend HRERE 13 10,501,200

77,962,008

At 1January 2010 —3-%%-f-H 2,088,540 55,954,541 7,358,082 18,493,109 946,832 20,207,926 1,689,613 77,962,008 184,700,651

Total comprehensive income for the year ﬁ RESaletd = = = 9,615,303 = = = 18,372,980 27,988,283

Shares issued on exercise of share options TERRERZTHREG 25(iii) 138,350 12,000,808 - - - - (1,405,958) - 10,733,200

Share options forfeited BB BIE = = = = = = (66,655) 66,655 -

Dividend paid BERkE - - - - - - - (10,501,200)  (10,501,200)

Transfers B - - - - - 2,966,754 - (2,966,754) -

Changes in equity for the year FRERLE 138,350 12,000,808 - 9,615,303 - 2,966,754 (1,472,613) 4,971,681 28,220,283

At 31 December 2010 R-E-Z4+-f=+-A 2,226,890 67,955,349 7,358,082 28,108,412 946,832 23,174,680 217,000 82,933,689 212,920,934

Representing: K& :

At 31 December 2010 after proposed W-E-Z£+-A=+-8B-

final dividend BERNRBRER 82,933,689

Proposed final dividend ERR1E) 13 [—

82,933,689

Note: Bt 5

a. The merger reserve represents the difference between the nominal  a. EHFEHERSTRFNANRENTEESHA(AREHR]) K
value of the share capital issued by the Company in exchange EAXANARREBRITRADEILENE AR 2 RA KK G &E
for the nominal value of the share capital and share premium of HEZZE5 -
its subsidiaries arising from group reorganisation on 8 September
2005 (“Corporate Reorganisation”).

b. The foreign currency translation reserve comprises all foreign  b. INEEH FEBEREGINERMERERTEENTEINEZ
exchange differences arising from the translation of the financial B o ZFEBDIRBN A B RKRM E3(0) 2 G B REE -
statements of foreign operations. The reserve is dealt with in
accordance with the accounting policies set out in note 3(b) to the
financial statements.

c. This represents the transfer from retained profits to capital reserve  c. BAREBEATHEARANBARERREEREAMAER AR
as a result of the write off of certain trade payables by % ji £ & ([ZREE]HE JFﬁg NESHE BEREEMNEREEANRG
X JE A f AR A 7 (JF A.C.R. Equipment Supplies (Ningbo) Co., BoBEPFEARKMBE(THE]D S RAURMBEHRE  BAEE
Ltd.) (“JF Ningbo”), a subsidiary of the Company. Pursuant to the BEEmMEENEM KRS ERELEEREFREED % oAM=
People’s Republic of China (“PRC”) accounting principles and HEERMNEARNFEERE AT HES IR - L REEMNERE
financial regulations, any gains arising from debt restructuring BARGEE BARARFEETVHEEMUEMBERARZ ﬁzli
which represent the difference between the final settlement and the
carrying value of the debt concerned are directly reflected in capital
reserve and therefore not distributable. Accordingly, a transfer has
been made from retained profits to capital reserve. The capital
reserve can only be used to increase capital of this subsidiary.

d. The general reserve is set up by way of appropriation from the profit  d. —REETIRA B E R BEE KRG R B & R B mE o
after tax in accordance with the relevant laws and regulations in BT —REENLIBPHEANBERARACEETSET - &I
the PRC. The rate of appropriation to the general reserve is subject BT RS FRBIL ) TIA10% - B Rt A5 eRE A& A
to the decision of the board of directors of PRC subsidiaries, but H)50% © 1R 1% F B /) 75 BA A 12 KR 16 - i ER %EE@HW%% ofia
the minimum appropriation rate is 10% of the profit after tax for K —REETREEHIABESEMUEMBE AR ZEXK -

each year, until when the accumulated balance reaches 50% of its
registered capital. Pursuant to the relevant laws and regulations of
the PRC, if approvals are obtained from the relevant government
authorities, the general reserve can be used in setting off
accumulated losses or to increase the capital of this subsidiary.
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CONSOLIDATED STATEMENT OF CASH FLOWS

|||i|' [ | Lq ﬁ (/711 E !E ﬁ

For the year ended 31 December 2010 #Z —ZF

— A=A

2010 2009
—E-ZF —TENF
HK$ HK$
BT o
(restated)
(&%)
CASH FLOWS FROM OPERATING ACTIVITIES RETHHNRESHE
Profit before tax B Bt A& A 29,758,734 29,910,750
Adjustments for: KR
Depreciation e 7,042,837 6,698,332
Equity-settled share-based payments R A E ARG X 2 RIE = 217,000
Finance costs A& B AR 3,910,680 2,430,099
Interest income A B WA (193,820) (47,325)
(Gain)/loss on disposal of property, HEME  BEREHZ
plant and equipment W),/ 8 (64,059) 1,582
Write-off of property, plant and equipment M - BRE K% 164,854
Allowance for inventories GFEEE 862,177 -
Operating profit before working capital changes CEESEIF 2 EEHETF 41,481,403 39,210,438
Increase in inventories FEIE M (44,063,560) (5,018,151)
(Increase)/decrease in trade and bills receivables & W E 5 BF 7k K & e 2= 4% (4% hn) Ik > (34,487,241) 13,131,696
Increase in deposits, other receivables e - HAib EUGKRIE R IE N KIE
and prepayments 3 o0 (18,527,801) (5,428,576)
Increase/(decrease) in trade and bills payables FERT B SERT R M Z RS MR ) 43,281,152 (1,702,375)
Increase/(decrease) in other payables and accruals £ i & {5 7 78 & & 5+ 78 B #2 b0~ (Rl 2>) 20,855,501 (567,670)
Cash generated from operations KEEENRS 8,539,454 39,625,362
Income taxes paid BN PS5 (8,340,524) (9,409,733)
Net cash generated from operating activities KEXBEENRSFHE 198,930 30,215,629
CASH FLOWS FROM INVESTING ACTIVITIES RETHNEESRE
Purchase of property, plant and equipment BEME BEE&E (90,263,117) (7,978,060)
Increase in restricted cash and bank balances SR GI3E S RIRTT A RRIE N (19,137,531) (1,137,028)
Proceeds from disposal of property, HEME  BERZBERE
plant and equipment KRIE 107,147 851
Interest received SRS 193,820 47,325
Net cash used in investing activities REETEMANR S FEE (109,099,681) (9,066,912)
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CONSOLIDATED STATEMENT OF CASH FLOWS

A HEHERE

For the year ended 31 December 2010 g2 —F—F#F+ = F=—+—H I F/F

2010 2009
—E-FF —ZETNEF
HK$ HK$
BT 7S TT
(restated)
(==7)
CASH FLOWS FROM FINANCING ACTIVITIES MEIBNRESRE
Proceeds from issue of shares BT D BT1S 3/ 78 10,733,200 29,883,492
Inception of new bank loans MBRITER 331,718,189 174,534,493
Repayment of bank loans BERITER (216,025,394) (206,070,441)
Dividends paid [EEREESS (10,501,200) (8,702,250)
Interest paid B F B (3,910,680) (2,430,099)
Net cash generated from/(used in) MEEHELE/(FTA)NES
financing activities FEE 112,014,115 (12,784,805)
NET INCREASE IN CASH AND RERASEEYHEM
CASH EQUIVALENTS HEE 3,113,364 8,363,912
EFFECT OF FOREIGN EXCHANGE HNEEZSEH
RATE CHANGES 4 6,124,431 (95,663)
CASH AND CASH EQUIVALENTS AT 1 JANUARY R—A—BHMBEESRRELZEY 23,335,025 15,066,776
CASH AND CASH EQUIVALENTS RtTt-ZA=+—HHNEREEERE
AT 31 DECEMBER ZEW 32,572,820 23,335,025
ANALYSIS OF CASH AND CASH EQUIVALENTS B RBELZEWMO T
Cash and bank balances ] NMIR1T 4 &R 32,572,820 29,613,856
Bank overdrafts RITEX - (6,278,831)
32,572,820 23,335,025
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NOTESTO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2010 g% —F—FF+ - H=+—HILFZF

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands
as an exempted company with limited liability under the
Companies Law of the Cayman Islands. The address
of its registered office is Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman, KY1-1111,
Cayman Islands. The address of its principal place of
business is 15th floor, EIB Tower, 4-6 Morrison Hill Road,
Wanchai, Hong Kong. The Company’s shares were
previously listed on the Growth Enterprise Market of
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) and the listing of which were subsequently
transferred to the Main Board of the Stock Exchange on
10 September 2008.

The Company is an investment holding company. The
principal activities of its subsidiaries are set out in note
29 to the financial statements.

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS

In the current year, the Group has adopted all the new
and revised Hong Kong Financial Reporting Standards
(“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA”) that are
relevant to its operations and effective for its accounting
year beginning on 1 January 2010. HKFRSs comprise
Hong Kong Financial Reporting Standards; Hong Kong
Accounting Standards (“HKAS”); and Interpretations.
The adoption of these new and revised HKFRSs did not
result in significant changes to the Group’s accounting
policies, presentation of the Group’s financial
statements and amounts reported for the current year
and prior years except as stated below.

(a) Classification of a Term Loan that contains a
Repayment on Demand Clause

In November 2010 the HKICPA issued Hong
Kong Interpretation 5 “Presentation of Financial
Statements - Classification by the Borrower of
a Term Loan that Contains a Repayment on
Demand Clause”. The interpretation is effective
immediately and is a clarification of an existing
standard, HKAS 1 “Presentation of Financial
Statements”. It sets out the conclusion reached
by the HKICPA that a term loan which contains a
clause which gives the lender the unconditional
right to demand repayment at any time shall be
classified as a current liability in accordance
with paragraph 69(d) of HKAS 1 irrespective
of the probability that the lender will invoke the
clause without cause.

—REHR

RAARRBRBERERE AR ZEZRNA=HETMKLR
—REHRRBR A A - EaE ik ACricket Square,
Hutchins Drive, P.O. Box 2681, Grand Cayman,
KY1-1111, Cayman Islands * = B & 2 tth Bh (i 1A & 78 /&
FEME LB4-65REEHEREIGE - AR a2
ZAINBEBBERZMER DA ([BEAZF])BIZER &
M EBRZZEENFNA T BB AER LT -

ARBBREZERAR - ARBRMBRARNEESE
55 B B 15 R e 3£ 29 -

A REBIERYBREENNRA

RAFE  AEECKAKR LGRS RMAM
FRAKBLERM R_FT—FTFE—A—HHHBK

S FRER AT REET T HRELER -
HEFBRELANDEEEUBREER  FEG
EARZE -RALEHITRLEITETEUEREE
A REFAEB 2G5 HEK AEEMBHRRZ2
SIRAFENMBEFENERSBELERE L H
TRt E RSN -

(a) HESZREREEBERINEHERNIE

R-ZE-—FF+—H BFESAMAGHEME
BREESRIMBERRNEI -EFXAHEE
REREEGEFNENERN DR - ZRE
BN AR - WA BB IRA LR F B G ER
F1RIABRENZS] - B HINFRE G
MAgELNER  EHERNESERAR
9 P 75 MR 1 O A R R B B B SRAEUR B AR A 16
F AT RERARD RIS ERSIAEBIK
F o EAREBEEB S ERE1HFE69(d) BN
BRRBAME -
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NOTESTO THE FINANCIAL STATEMENTS

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (cont'd)

(a)

Classification of a Term Loan that contains a
Repayment on Demand Clause (cont’d)

In order to comply with the requirements of Hong
Kong Interpretation 5, the Group has changed
its accounting policy on the classification of
term loans that contain a repayment on demand
clause. Under the new policy, term loans with
clauses which give the lender the unconditional
right to call the loan at any time are classified
as current liabilities in the statement of financial
position. Previously such term loans were
classified in accordance with the agreed
repayment schedule unless the Group had
breached any of the loan covenants set out
in the agreement as of the reporting date or
otherwise had reason to believe that the lender
would invoke its rights under the immediate
repayment clause within the foreseeable future.

The new accounting policy has been applied
retrospectively by re-presenting the opening
balances at 1 January 2009, with consequential
reclassification adjustments to comparatives
for the year ended 31 December 2009. The
reclassification has had no effect on reported
profit or loss, total comprehensive income or
equity for any period presented.

Effect of adoption of Hong Kong Interpretation
5 on the consolidated statement of financial
position:

il #5 ¥k &= B 51

For the year ended 31 December 2010 g2 —F—F#F+ = F=—+—H I F/F

MAREETERMBRELERNHRA

(%)

C)]

HESREREEBEGINEHERN I B|(E)

RBTEERBESRORE  AREEENR
HEZREREREINEHRERDBEHAN
BRTERE - REMBER  ERABAEWEF
11 B 4 1) 7T BB B 22 SR B8 B0 TE B SRR BE 1 AR
MBERPAIBRRBDEE - WEZFEHRERK
TIRBHEESMETOR EAKEREE
BERMERBAMBANENERRFEHLEE
MR EERA SR A B3R 4% 5| BN & SR A& K
TR AIBR S -

FREFEINN _ZEZENF—A—BNFNHE
#%h WHERHEBE _TTAF+ _A=+—H
IFFENLEBREFEER S RAE  AEED
EWEBFEAHE - EF O BRYEIME 2SI
HENEE2HRER 2HRAGRIERTE

By 488
TE o

FREEREESRYEGRAU B RERAT
Z2HIMT -

At 31 December At 1 January

R+=-—A=+—~H R—HA—H
2010 2009 2009
—E-FF —TThF —ETRF
HK$ HK$ HK$
BT 7B T P TT
Increase/(decrease) in #m, G 4)
Current liabilities mEAE
Bank borrowings RITIER 14,237,274 1,616,379 2,541,579
Non-current liabilities EREBAE
Bank borrowings HRITIER (14,237,274) (1,616,379) (2,541,579)
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NOTESTO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2010 #Z —ZF

—FEf =

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (cont'd)

(b) Classification of Land Leases

Amendments to HKAS 17 “Leases” deleted the
guidance in HKAS 17 that when the land has
an indefinite economic life, the land element is
normally classified as an operating lease unless
title is expected to pass to the lessee by the end
of the lease term.

The Group reclassifies a land lease as a finance
lease if the lease transfers substantially all the
risks and rewards incidental to ownership to
the Group e.g. at the inception of the lease the
present value of the minimum lease payments
amounts to at least substantially all of the fair
value of the land.

Amendments to HKAS 17 has been applied
retrospectively and resulted in changes in the
consolidated amounts reported in the financial
statements as follows:

—H=1—

2.

HILFE

MAREETERMBRELERNNRA
(%)

(b) THHEESE

BEGERFE 17 REE I ZETMBRELSS
FHERIEI7THR 25| - IESI BRI A1
BHRERAERNEBEZABRA  TRR I
ZRBEHA/ERE  tHH S —ROBA/K
=HE -

11 10 5 P 7 2 AR KRB ) LB B [ ¥R
ETAEE (AN EERBE - E—ﬁiﬁfm
RERLBTHRAFEZBARIMLS )',\'JZIK’E
ERtwEEEF I RAREHEE

BEGHEREITRZE ETELB“’EFEFH RIS
U BBREBZIGEASBELRATINE

At 31 December At 1 January

R+=—A=+-—8” R—A—H
2010 2009 2009
—E-ZF —ETNF —EENF
HK$ HK$ HK$
BT Vv & TT
Increase in property, plant ME - BERREZ
and equipment 0 51,823,762 50,976,388 50,700,545
Decrease in land use rights b {55 A AR (51,823,762) (50,976,388) (50,700,545)

The Group has not applied the new HKFRSs that have
been issued but are not yet effective. The Group has
already commenced an assessment of the impact of
these new HKFRSs but is not yet in a position to state
whether these new HKFRSs would have a material
impact on its results of operations and financial
position.

SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA,
accounting principles generally accepted in Hong
Kong and the applicable disclosures required by
the Rules Governing the Listing of Securities on the
Stock Exchange and by the Hong Kong Companies
Ordinance.

These financial statements have been prepared under
the historical cost convention.

AL B ARERERME R RERNTR &R HBH

EEL c AEBEEANEREHI B LM B MEER
MEE  BNAREELZENIEBMBREELNS

BHEREXERVBRRNERENTE -

EEEETEE
AMBRRDREE ST RIG2 BBH B
SRR BEARNGH RAURBRFES ETHRA

MBERRGHERZ BRARBEREMRE -

APBEBRTIILELRAEH RS -
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NOTESTO THE FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES
(cont'd)

The preparation of financial statements in conformity
with HKFRSs requires the use of certain key
assumptions and estimates. It also requires the
directors to exercise its judgements in the process of
applying the accounting policies. The areas involving
critical judgements and areas where assumptions and
estimates are significant to these financial statements,
are disclosed in note 4 to the financial statements.

The significant accounting policies applied in the
preparation of these financial statements are set out
below.

(a) Consolidation

The consolidated financial statements include
the financial statements of the Company and
its subsidiaries made up to 31 December.
Subsidiaries are entities over which the Group
has control. Control is the power to govern the
financial and operating policies of an entity
so as to obtain benefits from its activities. The
existence and effect of potential voting rights
that are currently exercisable or convertible are
considered when assessing whether the Group
has control.

Subsidiaries are consolidated from the date on
which control is transferred to the Group. They
are de-consolidated from the date the control
ceases.

The gain or loss on the disposal of a subsidiary
that results in a loss of control represents the
difference between (i) the fair value of the
consideration of the sale plus the fair value of
any investment retained in that subsidiary and
(ii) the Company’s share of the net assets of that
subsidiary plus any remaining goodwill relating
to that subsidiary and any related accumulated
foreign currency translation reserve.

Intragroup transactions, balances and unrealised
profits are eliminated. Unrealised losses are
also eliminated unless the transaction provides
evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries
have been changed where necessary to ensure
consistency with the policies adopted by the
Group.
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3. SIGNIFICANT ACCOUNTING POLICIES

(cont'd)

(b) Foreign currency translation

()

(ii)

Functional and presentation currency

[tems included in the financial
statements of each of the Group’s
entities are measured using the currency
of the primary economic environment in
which the entity operates (the “functional
currency”). The consolidated financial
statements are presented in Hong
Kong dollars, which is the Company'’s
functional and presentation currency.

Transactions and balances in each
entity’s financial statements

Transactions in foreign currencies are
translated into the functional currency
on initial recognition using the exchange
rates prevailing on the transaction
dates. Monetary assets and liabilities
in foreign currencies are translated at
the exchange rates at the end of each
reporting period. Gains and losses
resulting from this translation policy are
recognised in profit or loss.

Non-monetary items that are measured
at fair values in foreign currencies are
translated using the exchange rates
at the dates when the fair values are
determined.

When a gain or loss on a non-
monetary item is recognised in other
comprehensive income, any exchange
component of that gain or loss is
recognised in other comprehensive
income. When a gain or loss on a non-
monetary item is recognised in profit or
loss, any exchange component of that
gain or loss is recognised in profit or
loss.
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3. SIGNIFICANT ACCOUNTING POLICIES

(cont'd)

(b) Foreign currency translation (cont'd)

(i)

Translation on consolidation

The results and financial position of all
the Group entities that have a functional
currency different from the Company’s
presentation currency are translated into
the Company’s presentation currency as
follows:

- Assets and liabilities for each
statement of financial position
presented are translated at the
closing rate at the date of that
statement of financial position;

- Income and expenses for each
income statement are translated
at average exchange rates
(unless this average is not a
reasonable approximation of the
cumulative effect of the rates
prevailing on the transaction
dates, in which case income
and expenses are translated
at the exchange rates on the
transaction dates); and

- All resulting exchange differences
are recognised in the foreign
currency translation reserve.

On consolidation, exchange differences
arising from the translation of the net
investment in foreign entities and
of borrowings are recognised in the
foreign currency translation reserve.
When a foreign operation is sold, such
exchange differences are recognised in
consolidated profit or loss as part of the
gain or loss on disposal.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(cont'd)

()

Property, plant and equipment

Property, plant and equipment are stated at cost
less accumulated depreciation and impairment
losses.

Subsequent costs are included in the asset’s
carrying amount or recognised as a separate
asset, as appropriate, only when it is probable
that future economic benefits associated with
the item will flow to the Group and the cost of the
item can be measured reliably. All other repairs
and maintenance are recognised in profit or loss
during the period in which they are incurred.

Depreciation of property, plant and equipment
is calculated at rates sufficient to write off their
cost less their residual values over the estimated
useful lives on a straight-line basis. The principal
useful lives are as follows:

The shorter of the lease
terms and 50 years

Leasehold land

Buildings 20 years

Plant and machinery 10 years

Furniture, fixtures and 2-5 years
equipment

Motor vehicles 5 years

The residual values, useful lives and
depreciation method are reviewed and
adjusted, if appropriate, at the end of each
reporting period.

Construction in progress represents buildings
under construction and plant and machinery
pending installation, and is stated at cost less
impairment losses. Depreciation begins when
the relevant assets are available for use.

The gain or loss on disposal of property, plant
and equipment is the difference between the
net sales proceeds and the carrying amount of
the relevant asset, and is recognised in profit or
loss.
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3. SIGNIFICANT ACCOUNTING POLICIES
(cont'd)

(d)

(e)

(f)

Leases
(i) Operating leases

Leases that do not substantially transfer
to the Group all the risks and rewards of
ownership of assets are accounted for
as operating leases. Lease payments
(net of any incentives received from the
lessor) are recognised as an expense on
a straight-line basis over the lease term.

(i) Finance leases

Leases that substantially transfer to
the Group all the risks and rewards of
ownership of assets are accounted for as
finance leases. At the commencement
of the lease term, a finance lease is
capitalised at the lower of the fair value
of the leased asset and the present value
of the minimum lease payments, each
determined at the inception of the lease.

The corresponding liability to the lessor
is included in the statement of financial
position as finance lease payable. Lease
payments are apportioned between the
finance charge and the reduction of the
outstanding liability. The finance charge
is allocated to each period during the
lease term so as to produce a constant
periodic rate of interest on the remaining
balance of the liability.

Assets under finance leases are
depreciated the same as owned assets.

Research and development expenditure

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

Inventories

Inventories are stated at the lower of cost
and net realisable value. Cost is determined
using the weighted average basis. The cost
of finished goods and work in progress
comprises raw materials, direct labour and
an appropriate proportion of all production
overhead expenditure, and where appropriate,
subcontracting charges. Net realisable value
is the estimated selling price in the ordinary
course of business, less the estimated costs of
completion and the estimated costs necessary
to make the sale.
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3. SIGNIFICANT ACCOUNTING POLICIES
(cont'd)

(9)

(h)

Recognition and derecognition of financial
instruments

Financial assets and financial liabilities are
recognised in the statement of financial position
when the Group becomes a party to the
contractual provisions of the instruments.

Financial assets are derecognised when the
contractual rights to receive cash flows from the
assets expire; the Group transfers substantially
all the risks and rewards of ownership of the
assets; or the Group neither transfers nor
retains substantially all the risks and rewards
of ownership of the assets but has not retained
control on the assets. On derecognition of a
financial asset, the difference between the
asset’s carrying amount and the sum of the
consideration received and the cumulative
gain or loss that had been recognised in other
comprehensive income 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 is recognised in profit or
loss.

Investments

Investments are recognised and derecognised
on a trade date basis where the purchase
or sale of an investment is under a contract
whose terms require delivery of the investment
within the timeframe established by the market
concerned, and are initially measured at fair
value, plus directly attributable transaction
costs.

Available-for-sale financial assets

Available-for-sale financial assets are non-
derivative financial assets not classified as trade
and other receivables, or financial assets at fair
value through profit or loss. Available-for-sale
financial assets are subsequently measured at
fair value. Gains or losses arising from changes
in fair value of these investments are recognised
in other comprehensive income, until the
investments are disposed of or there is objective
evidence that the investments are impaired,
at which time the cumulative gains or losses
previously recognised in other comprehensive
income are recognised in profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES
(cont'd)

(h)

()

Investments (cont'd)
Available-for-sale financial assets (cont'd)

Impairment losses recognised in profit or loss
for equity investments classified as available-
for-sale financial assets are not subsequently
reversed through profit or loss. Impairment
losses recognised in profit or loss for debt
instruments classified as available-for-sale
financial assets are subsequently reversed
and recognised in profit or loss if an increase
in the fair value of the instruments can be
objectively related to an event occurring after
the recognition of the impairment loss.

For 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 and derivatives that are linked to and
must be settled by delivery of such unquoted
instruments, they are measured at cost less any
identified impairment losses at the end of each
reporting period.

Trade and other receivables

Trade and other receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market and are recognised initially at fair value
and subsequently measured at amortised
cost using the effective interest method, less
allowance for impairment. An allowance for
impairment of trade and other receivables is
established when there is objective evidence
that the Group will not be able to collect all
amounts due according to the original terms of
receivables. The amount of the allowance is the
difference between the receivables’ carrying
amount and the present value of estimated
future cash flows, discounted at the effective
interest rate computed at initial recognition. The
amount of the allowance is recognised in profit
or loss.

Impairment losses are reversed in subsequent
periods and recognised in profit or loss when an
increase in the receivables’ recoverable amount
can be related objectively to an event occurring
after the impairment was recognised, subject
to the restriction that the carrying amount of
the receivables at the date the impairment is
reversed shall not exceed what the amortised
cost would have been had the impairment not
been recognised.
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SIGNIFICANT ACCOUNTING POLICIES
(cont'd)

()]

(k)

U]

Cash and cash equivalents

For the purpose of the statement of cash flows,
cash and cash equivalents represent cash
at bank and on hand, demand deposits with
banks and other financial institutions, and
short-term highly liquid investments which are
readily convertible into known amounts of cash
and subject to an insignificant risk of change
in value. Bank overdrafts which are repayable
on demand and form an integral part of the
Group’s cash management are also included as
a component of cash and cash equivalents.

Non-current assets held for sale

Non-current assets are classified as held for
sale if their carrying amount will be recovered
principally through a sale transaction rather
than through continuing use. This condition
is regarded as met only when the sale is
highly probable and the assets are available
for immediate sale in their present condition.
The Group has committed to the sale, which
is expected to qualify for recognition as a
completed sale within one year from the date of
classification.

Non-current assets classified as held for
sale are measured at the lower of the assets’
previous carrying amount and fair value less
costs to sell.

Financial liabilities and equity instruments

Financial liabilities and equity instruments are
classified according to the substance of the
contractual arrangements entered into and the
definitions of a financial liability and an equity
instrument under HKFRSs. An equity instrument
is any contract that evidences a residual interest
in the assets of the Group after deducting all of
its liabilities. The accounting policies adopted
for specific financial liabilities and equity
instruments are set out below:

Borrowings

Borrowings are recognised initially at fair
value, net of transaction costs incurred, and
subsequently measured at amortised cost using
the effective interest method.

Borrowings are classified as current liabilities
unless the Group has an unconditional right to
defer settlement of the liability for at least 12
months after the reporting period.
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3. SIGNIFICANT ACCOUNTING POLICIES
(cont'd)

0

(m)

(n)

Financial liabilities and equity instruments
(cont'd)

Trade and other payables

Trade and other payables are stated initially
at their fair value and subsequently measured
at amortised cost using the effective interest
method unless the effect of discounting would
be immaterial, in which case they are stated at
cost.

Equity instruments

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

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable and
is recognised when it is probable that the
economic benefits will flow to the Group and the
amount of revenue can be measured reliably.

Revenue from the sales of manufactured goods
is recognised on the transfer of significant risks
and rewards of ownership, which generally
coincides with the time when the goods are
delivered and the title has passed to the
customers.

Interest income is recognised on a time-
proportion basis using the effective interest
method.

Employee benefits
(i) Employee leave entitlements

Employee entitlements to annual leave
and long service leave are recognised
when they accrue to employees. A
provision is made for the estimated
liability for annual leave and long service
leave as a result of services rendered by
employees up to the end of the reporting
period.

Employee entitlements to sick leave and
maternity leave are not recognised until
the time of leave.
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SIGNIFICANT ACCOUNTING POLICIES
(cont'd)

(n)

(0)

(p)

Employee benefits (cont'd)
(i) Pension obligations

The Group contributes to defined
contribution retirement schemes
which are available to all employees.
Contributions to the schemes by the
Group and employees are calculated
as a percentage of employees’ basic
salaries. The retirement benefit scheme
cost charged to profit or loss represents
contributions payable by the Group to
the funds.

(iii) Termination benefits

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

Share-based payments

The Group issues equity-settled share-based
payments to certain employees. Equity-settled
share-based payments are measured at fair
value (excluding the effect of non market-based
vesting conditions) of the equity instruments at
the date of grant. The fair value determined at
the grant date of the equity-settled share-based
payments is expensed on a straight-line basis
over the vesting period, based on the Group’s
estimate of shares that will eventually vest and
adjusted for the effect of non market-based
vesting conditions.

Borrowing costs

Borrowing costs directly attributable to the
acquisition, construction or production of
qualifying assets, which are assets that
necessarily take a substantial period of time
to get ready for their intended use or sale, are
capitalised as part of the cost of those assets,
until such time as the assets are substantially
ready for their intended use or sale. Investment
income earned on the temporary investment of
specific borrowings pending their expenditure
on qualifying assets is deducted from the
borrowing costs eligible for capitalisation.
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3. SIGNIFICANT ACCOUNTING POLICIES
(cont'd)

(p)

(a)

U

Borrowing costs (cont'd)

To the extent that funds are borrowed generally
and used for the purpose of obtaining a
qualifying asset, the amount of borrowing
costs eligible for capitalisation is determined
by applying a capitalisation rate to the
expenditures on that asset. The capitalisation
rate is the weighted average of the borrowing
costs applicable to the borrowings of the Group
that are outstanding during the period, other
than borrowings made specifically for the
purpose of obtaining a qualifying asset.

All other borrowing costs are recognised in profit
or loss in the period in which they are incurred.

Government grants

A government grant is recognised when there
is reasonable assurance that the Group will
comply with the conditions attaching to it and
that the grant will be received.

Government grants relating to income are
deferred and recognised in profit or loss over
the period to match them with the costs they are
intended to compensate.

Taxation

Income tax represents the sum of the current tax
and deferred tax.

The tax currently payable is based on taxable
profit for the year. Taxable profit differs from
profit recognised in profit or loss 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 end of
the reporting period.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(cont'd)

(r)

Taxation (cont’d)

Deferred tax is recognised on differences
between the carrying amounts of assets
and liabilities in the financial statements and
the corresponding tax bases used in the
computation of taxable profit. 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,
unused tax losses or unused tax credits 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.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries except where the Group is able to
control the reversal of the temporary difference
and it is probable that the temporary difference
will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is
reviewed at the end of each reporting period
and reduced to the extent that it is no longer
probable that sufficient taxable profits 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,
based on tax rates that have been enacted
or substantively enacted by the end of the
reporting period. Deferred tax is recognised
in profit or loss, except when it relates to items
recognised in other comprehensive income or
directly in equity, in which case the deferred
tax is also recognised in other comprehensive
income or directly in equity.

Deferred tax assets and liabilities are offset
when there is a legally enforceable right to
set off current tax assets against current tax
liabilities and when they relate to income taxes
levied by the same taxation authority and the
Group intends to settle its current tax assets and
liabilities on a net basis.
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3. SIGNIFICANT ACCOUNTING POLICIES
(cont'd)

(s)

(1)

Related parties

A party is related to the Group if:

(i) directly or indirectly through one or
more intermediaries, the party controls,
is controlled by, or is under common
control with, the Group; has an interest
in the Group that gives it significant
influence over the Group; or has joint
control over the Group;

(ii) the party is an associate;
(iii) the party is a joint venture;

(iv) the party is a member of the key
management personnel of the Company
or its parent;

(v) the party is a close member of the family
of any individual referred to in (i) or (iv);

(vi) the party is an entity that is controlled,
jointly controlled or significantly
influenced by or for which significant
voting power in such entity resides
with, directly or indirectly, any individual
referred to in (iv) or (v); or

(vii)  the party is a post-employment benefit
plan for the benefit of employees of the
Group, or of any entity that is a related
party of the Group.

Impairment of assets

At the end of each reporting period, the Group
reviews the carrying amounts of its tangible
and intangible assets except inventories,
investments and receivables to determine
whether there is any indication that those assets
have suffered an impairment loss. If any such
indication exists, the recoverable amount of
the asset is estimated in order to determine the
extent of any impairment loss. Where it is not
possible to estimate the recoverable amount
of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit
to which the asset belongs.

Recoverable amount is the higher of fair value
less costs to sell and value in use. In assessing
value in use, the estimated future cash flows are
discounted to their present value using a pre-
tax discount rate that reflects current market
assessments of the time value of money and the
risks specific to the asset.
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SIGNIFICANT ACCOUNTING POLICIES
(cont'd)

(1)

(u)

Impairment of assets (cont'd)

If the recoverable amount of an asset or cash-
generating unit is estimated to be less than its
carrying amount, the carrying amount of the
asset or cash-generating unit is reduced to
its recoverable amount. An impairment loss is
recognised immediately in profit or loss, unless
the relevant asset is carried at a revalued
amount, in which case the impairment loss is
treated as a revaluation decrease.

Where an impairment loss subsequently
reverses, the carrying amount of the asset or
cash-generating unit 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 (net of amortisation or depreciation)
had no impairment loss been recognised for
the asset or cash-generating unit in prior years.
A reversal of an impairment loss is recognised
immediately in profit or loss, unless the relevant
asset is carried at a revalued amount, in which
case the reversal of the impairment loss is
treated as a revaluation increase.

Provisions and contingent liabilities

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

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

SIGNIFICANT ACCOUNTING POLICIES
(cont'd)

(v) Events after the reporting period

Events after the reporting period that provide
additional information about the Group’s
position at the end of the reporting period
or those that indicate the going concern
assumption is not appropriate are adjusting
events and are reflected in the financial
statements. Events after the reporting period
that are not adjusting events are disclosed in the
notes to the financial statements when material.

CRITICAL JUDGEMENTS AND KEY
ESTIMATES

Critical judgements in applying accounting policies

In the process of applying the accounting policies, the
directors have made the following judgements that have
the most significant effect on the amounts recognised
in the financial statements apart from those involving
estimations, which are dealt with below.

Legal titles of certain land and buildings

As stated in notes 15 to the financial statements, the titles of
certain buildings and leasehold land were not transferred
to the Group as at 31 December 2010. Despite the fact
that the Group has not obtained the relevant legal titles,
the directors determine to recognise those buildings
and leasehold land as property, plant and equipment on
the grounds that they expect the transfer of legal titles in
future should have no major difficulties and the Group is in
substance controlling those buildings and land.

Key sources of estimation uncertainty

The key assumptions concerning the future, and other
key sources of estimation uncertainty at the end of the
reporting period, 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.

(a) Property, plant and equipment and
depreciation

The Group determines the estimated useful
lives, residual values and related depreciation
charges for the Group’s property, plant and
equipment. This estimate is based on the
historical experience of the actual useful lives
and residual values of property, plant and
equipment of similar nature and functions. The
Group will revise the depreciation charge where
useful lives and residual values are different to
those previously estimated, or it will write-off or
write-down technically obsolete or non-strategic
assets that have been abandoned or sold.
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CRITICAL JUDGEMENTS AND KEY
ESTIMATES (contd)

Key sources of estimation uncertainty (cont'd)

(b) Impairment loss for bad and doubtful debts
The Group makes impairment loss for bad and
doubtful debts based on assessments of the
recoverability of the trade and other receivables,
including the current creditworthiness and
the past collection history of each debtor.
Impairments arise where events or changes
in circumstances indicate that the balances
may not be collectible. The identification of
bad and doubtful debts requires the use of
judgement and estimates. Where the actual
result is different from the original estimate, such
difference will impact the carrying value of the
trade and other receivables and doubtful debt
expenses in the year in which such estimate has
been changed.

(c) Allowance for slow-moving inventories

Allowance for slow-moving inventories is
made based on the ageing and estimated net
realisable value of inventories. The assessment
of the allowance amount involves judgement
and estimates. Where the actual outcome in
future is different from the original estimate,
such difference will impact the carrying value
of inventories and allowance charge/write-back
in the period in which such estimate has been
changed.

FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial
risks: foreign currency risk, credit risk, liquidity risk and
interest rate risk. The Group’s overall risk management
programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects
on the Group’s financial performance.

(a) Foreign currency risk

The Group has certain exposure to foreign
currency risk as most of its business
transactions, assets and liabilities are principally
denominated in Hong Kong dollars (“HKD”),
United States dollars (*“USD”), EURO (“EUR”)
and Renminbi (“RMB”). The Group entered into
foreign currency forward contracts to mitigate
the foreign currency risk arising from sales of
goods denominated in USD during the year. The
Group currently does not have a foreign currency
hedging policy in respect of foreign currency
transactions, assets and liabilities. The Group
will monitor its foreign currency exposure closely
and will consider hedging significant foreign
currency exposure should the need arise.
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FINANCIAL RISK MANAGEMENT (cont'd)

(a)

(b)

Foreign currency risk (cont’d)

At 31 December 2010, if the USD had
weakened 5 per cent against the RMB with all
other variables held constant, consolidated
profit after tax for the year would have been
approximately HK$1,008,000 lower (2009:
HK$912,000), arising mainly as a result of the
net foreign exchange loss on cash and bank
balances, receivables, payables and bank
borrowings denominated in USD. If the USD had
strengthened 5 per cent against the RMB with
all other variables held constant, consolidated
profit after tax for the year would have been
approximately HK$1,008,000 higher (2009:
HK$912,000), arising mainly as a result of the
net foreign exchange gain on cash and bank
balances, receivables, payables and bank
borrowings denominated in USD.

At 31 December 2010, if the EUR had
weakened 10 per cent against the HKD with
all other variables held constant, consolidated
profit after tax for the year would have been
approximately HK$1,722,000 higher (2009:
HK$3,000 lower), arising mainly as a result of
the net foreign exchange gain (2009: loss) on
cash and bank balances, payables and bank
borrowings denominated in EUR. If the EUR had
strengthened 10 per cent against the HKD with
all other variables held constant, consolidated
profit after tax for the year would have been
approximately HK$1,722,000 lower (2009:
HK$3,000 higher), arising mainly as a result of
the net foreign exchange loss (2009: gain) on
cash and bank balances, payables and bank
borrowings denominated in EUR.

Credit risk

The carrying amount of the cash and bank
balances and trade, bills and other receivables
and investments included in the statement
of financial position represents the Group’s
maximum exposure to credit risk in relation to
the Group’s financial assets.

It has policies in place to ensure that sales are
made to customers with an appropriate credit
history.

The credit risk on cash and bank balances, bills
receivables and investments is limited because
the counterparties are banks with high credit-
ratings assigned by international credit-rating
agencies.
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5.

FINANCIAL RISK MANAGEMENT (cont'd)

(b)

(c)

Credit risk (cont'd)

The Group has significant concentration of
credit risk to its trade receivables as the Group’s
largest customer contributed over 98% (2009:
98%) of the turnover for the year and shared
over 99% (2009: 94%) of the trade receivables
at the end of the reporting period. The Group
has policies and procedures to monitor the
collection of the trade receivables to limit the
exposure to non-recoverable of the receivables
and there is no recent history of default for the
Group’s largest customer.

Liquidity risk

The Group’s policy is to regularly monitor its
liquidity requirements, its compliance with
lending covenants and its relationship with its
bankers to ensure that it maintains sufficient
reserves of cash and readily realisable
marketable securities and adequate committed
lines of funding from major financial institutions
to meet its liquidity requirements in the short and
longer term.

The following tables show the remaining
contractual maturities at the end of the reporting
period of the Group, based on undiscounted
cash flows (including interest payments
computed using contractual rates or, if floating,
based on rates current at the end of the
reporting period) and the earliest date the Group
can be required to pay.

Specifically, for bank loans which contain a
repayment on demand clause which can be
exercised at the bank’s sole discretion, the
analysis shows the cash outflow based on
the earliest period in which the entity can be
required to pay, that is if the lenders were to
invoke their unconditional rights to call the loans
with immediate effect. The maturity analysis
for other bank loans is prepared based on the
scheduled repayment dates.
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5. FINANCIAL RISK MANAGEMENT (contd) 5. B ERBREE#)

(¢)  Liquidity risk (cont’d) (c) HRBELEARKRE)
2010

—B-E%

Maturity Analysis - Undiscounted cash outflows
AL —KFERERE

More than More than
1yearbut 2 years but Total
less than less than More than undiscounted
On demand Within 1 year 2 years 5 years 5years cash outflows
AFTERS
RER —FH0R -EWFH Z—ZIFH EENE e
HK$ HK$ HK$ HK$ HK$ HK$
BT B BT BT BT B
Trade and bills EREZERR
payables EfRE - 72,433,233 - - - 72,433,233
Other payablesand ~ HfEMHIER
accruals EstER - 30,011,390 - - - 30,011,390
Bank loans subjectto %H&RER
a repayment on BERRMN
demand clause BRITER 89,226,006 - - - - 89,226,006
Other bank loans HtRTER - 71,915,695 - - - 71,915,695
89,226,006 174,360,318 - - - 263,586,324
2009 (restated)
—ZTNF(KEF)
Maturity Analysis - Undiscounted cash outflows
WA — ATERE A
More than More than
1yearbut 2 years but Total
less than less than More than undiscounted
Ondemand  Within 1 year 2 years 5 years 5years cash outflows
REX —ENA —Z@AFEH ZEZERFMH AFNUE 8 E
HK$ HK$ HK$ HK$ HK$ HK$
BT BT BT BT BT BT
Trade and bills ENESEFR
payables ERRE - 29,152,081 - - - 29,152,081
Other payables and H A B 5008 &
accruals BB E - 9,155,889 - - - 9,155,889
Bank overdrafts BITEX 6,278,831 - - - - 6,278,831
Bank loans subjectto A IRE K
a repayment on EBEBERN
demand clause RITER 19,995,917 = = = - 19,995,917
Other bank loans HRTER - 23,536,036 - - - 23,536,036
26,274,748 61,844,006 - - - 88,118,754
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5. FINANCIAL RISK MANAGEMENT (contd) 5. HERBRERE#)

(c) Liquidity risk (cont’d) (c)

The table that follows summarises the maturity
analysis of bank loans with a repayment on
demand clause based on agreed scheduled
repayments set out in the loan agreements.
The amounts include interest payments
computed using contractual rates. As a result,
these amounts were greater than the amounts
disclosed in the “on demand” time band in the
maturity analysis contained in the above. Taking
into account the Group’s financial position, the
directors do not consider that it is probable that
the bank will exercise its discretion to demand
immediate repayment. The directors believe that
such bank loans will be repaid in accordance
with the scheduled repayment dates set out in
the loan agreements.

REE SRR (F)

TREIIM A RAEERERZ ERORITER
REBERBEMER 2 HBEERSRRIEL 22
Mo BEHcBEREERAOMNEFEZH
BBt hFESBERN LH BB\ D P
[EERIERBRNTHREZEHE -t RAKHE
ZHBIRR - ARBEZL TR BRITHITE
ERARERNEHEE ARFREZMRE 8
BAARTT B 58 & IR I8 B 5K 100 8 P 81 2 1 E & 3K
BHImEE -

Maturity Analysis - Bank loans subject to a repayment on demand clause

based on scheduled repayments

B —REGEENRANEENNARRERERRRNBITEN

More than More than

1yearbut 2 years but Total
less than less than More than undiscounted
On demand Within 1 year 2 years 5 years 5years cash outflows
AFERE
RER —FURA -EMFH ZZnfFH EFHE I AE
HK$ HK$ HK$ HK$ HK$ HK$
BT BT BT BT BT BT
31 December 2010 RZB-2F
+=ZHA=+-H - 75,675,679 4,615,734 10,306,253 - 90,597,666
31 December 2009 RZEENEF
+=A=1+-H - 18,551,766 949,691 697,097 - 20,198,554
(d) Interest rate risk (d) F=@EE

The Group’s exposure to cash flow interest rate
risk arises from its bank deposits and bank
borrowings. These deposits and borrowings
bear interests at variable rates varied with the
then prevailing market condition.

Bank loans of approximately HK$39,411,000
(2009: HK$4,649,000) are arranged at fixed
interest rates and expose the Group to fair value
interest rates risk. Other bank borrowings are
arranged at floating rates, thus exposing the
Group to cash flow interest rate risk.
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5. FINANCIAL RISK MANAGEMENT (cont'd)

(d)

(e)

(f)

5. BXEREE#®)

Interest rate risk (cont'd) d) Fz@EEE)
At 31 December 2010, if interest rates at that R-ZE—ZTF+_A=+—H MEBAZHX
date had been 100 basis points lower with all TE210028F - A ZEURISTE - AR
other variables held constant, consolidated TR B 5 S F 58 D N SR 1717 3 A0 Fl) B Uk
profit after tax for the year would have been AR - FAERE BRBL& 5 F #% _EF49711,000
approximately HK$711,000 (2009: HK$446,000) BIL(ZZTZNF 446,000 B L) ° WA R £
higher, arising mainly as a result of the net effect FH100%F - A ZSRFTE - BRIRTT
of lower interest expense on bank borrowings ERF B BN RBTERNT S A
and lower interest income on bank deposits. A - FRERE BT R R R A 49711,0007%
If interest rates had been 100 basis points (=TT : 446,000/ JT) ©
higher, with all other variables held constant,
consolidated profit after tax for the year would
have been approximately HK$711,000 (2009:
HK$446,000) lower, arising mainly as a result of
the net effect of higher interest expense on bank
borrowings and higher interest income on bank
deposits.
Categories of financial instruments at 31 ) RMT-ZA=+t—HZE®BIAESE
December
2010 2009
—E—BfF —ETNF
HK$ HK$
BT T
Financial assets: SREE
Loans and receivables (including cash EFkERFE(BFEEREE R
and cash equivalents) B EEY) 138,234,284 67,799,914
Available-for-sale financial assets AftEESmEE 2,000,000 2,000,000
Financial liabilities: SRIAE:
Financial liabilities at amortised cost REHEKAAEZEHEBRE 262,453,486 87,580,008

Fair values

The carrying amounts of the Group’s financial
assets and financial liabilities as reflected in
the consolidated statement of financial position
approximate their respective fair values.

REXREARERAA
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6. REVENUE U &=
The Group’s revenue represented the net invoiced value AEBZREDBMNBESTIREEER EFEF
of goods sold to customers, after allowances for trade CEMZEERE -
discounts and returns.
2010 2009
—E—-2F —EENEF
HK$ HK$
7 TT I
Sales of goods EREE 438,243,822 368,474,160
7. OTHER INCOME 7. H b A
2010 2009
—E-2F ZTTNF
HK$ HK$
& T T
Government grants B B 363,975 1,026,295
Interest income 2 U A 193,820 47,325
Gain on disposal of property, plant and equipment & ¥ % « B E & % E 2 Wi 64,059 =
Write back of trade payables &~ B 5 5k I8 Bl 91,466 783,194
Others H b 190,652 331,312
903,972 2,188,126
8. SEGMENT INFORMATION TEEHR
The Group has two reportable segments as follows: REBZMERTRROEMAT ¢
Stainless steel — manufacture and sale of 2N EN HERHETFMRERR
furnishings stainless steel furnishings J& R
and home products
Wooden — manufacture and sale of
furnishings wooden panel furniture NERE - BUEREEARERAE

The Group’s reportable segments are strategic
business units that offer different products and
services. They are managed separately because each
business requires different technology and marketing
strategies.

The accounting policies of the operating segments are
the same as those described in note 3 to the financial
statements. Segment results do not include unallocated
finance costs and corporate income and expenses.
Segment assets do not include available-for-sale
financial assets and unallocated corporate assets.

The Group accounts for intersegment sales and
transfers as if the sales or transfers were to third parties,
i.e. at current market prices.

AEBZAHARSBERHETRERERS 2 K

MEBEM - AR EDEF

1 5
G

yaN

X e

2 TR K5 R R
B - ME AR EORBLERE -

DEZEHBRRAPBEHRRMEIMLEERR -
Eiﬁajﬂﬁz%ﬂi D BE B RS A Re 4 ZE M R B
DHREBEESTERAHKESHEERRDED

AEEBHBREERBREFEANE=NETZHE

SR (NREMMEETE)AR -
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8. SEGMENT INFORMATION (cont'd) 8. soEERG®

FHRTHRHEIEKE  XEREEZEHN

Information about reportable segment revenue,
results and assets:

Stainless steel Wooden
furnishings furnishings Total
FHEERE AHERE #5t
HK$ HK$ HK$
Year ended 31 December 2010 B2 Z2F
+—A=+—HLEFE
Revenue from external customers REIBEFE 2 Wz 310,669,826 127,573,996 438,243,822
Intersegment revenue kil 32,630 - 32,630
Segment results RSeS| 32,484,428 (4,491,133) 27,993,295
Interest revenue FAIBSNES 30,058 54,695 84,753
Interest expense F B R X 1,648,032 1,677,877 3,325,909
Depreciation e 2,188,828 4,852,109 7,040,937
Income tax expense TR A X 9,691,748 1,694,006 11,385,754
Additions to segment non-current assets RNEBE D HIERBE E 3,453,758 86,804,550 90,258,308
As at 31 December 2010 R-ZTE—FF
+=—A=+—8
Segment assets DEEE 209,120,306 266,686,298 475,806,604
Stainless steel Wooden
furnishings furnishings Total
T i R (2 NN HBEr
HK$ HK$ HK$
BT o BT
Year ended 31 December 2009 HE_ZTZNF
+_A=+—BLtEE
Revenue from external customers KEINBEP 2 W= 241,313,781 127,160,379 368,474,160
Intersegment revenue R DI 11,509,888 - 11,509,888
Segment results RSeS| 21,622,723 7,682,196 29,304,919
Interest revenue F B U 25 26,605 19,041 45,646
Interest expense FEFRX 1,232,860 319,127 1,551,987
Depreciation e 2,264,819 4,432,037 6,696,856
Income tax expense FTEB A 8,406,677 = 8,406,677
Additions to segment non-current assets KRB D M IEREN B E 1,478,773 6,499,287 7,978,060
As at 31 December 2009 RZTZTNF
+=-A=+—8
Segment assets DEEE 109,741,947 165,512,362 275,254,309

REXREARERAA
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8. SEGMENT INFORMATION (cont'd) 8. TEER (&)
Reconciliations of reportable segment revenue, AR EKRE  XEREEZYHE
results and assets:
2010 2009
—E-Z2F —ETNF
HK$ HK$
& 7T 7T
Revenue W 2=
Total revenue of reportable segments Al AR o8 2 AUk =5 438,276,452 379,984,048
Elimination of intersegment revenue 8 o 28 A W = (32,630) (11,509,888)
Consolidated revenue A WaEs 438,243,822 368,474,160
Results E
Total results of reportable segments AR B BEE 27,993,295 29,304,919
Unallocated finance costs R BEBh & AR (584,771) (878,112)
Unallocated corporate income RO ERA 157,300 31,457
Unallocated corporate expenses ROMEERT (9,192,844) (6,954,191)
Consolidated profit for the year F AL E m 18,372,980 21,504,073
Assets B5E
Total assets of reportable segments ARy B EEE 475,806,604 275,254,309
Available-for-sale financial assets At EemEE 2,000,000 2,000,000
Unallocated corporate assets ROMEEEE 8,124,733 2,538,037
Consolidated total assets LA EAE 485,931,337 279,792,346
Geographical information: HEER -

FRAASERBIBEPZRERAIHEESHEE
N2 ERBEEZEERIT

Geographical information about the Group’s revenues
from external customers and non-current assets other

than available-for-sale financial assets are as follows:

Revenue Non-current assets
U = FERBEE

2010 2009 2010 2009

—E—EZF —TTHhEF ZET-TF —ITITNF

HK$ HK$ HK$ HK$

BT & TT BT 7S TT

Hong Kong BE 361,706,078 317,986,660 - =
PRC except Hong Kong FRECREERS) 76,537,744 50,487,500 194,727,430 118,060,331
Total Fee 438,243,822 368,474,160 194,727,430 118,060,331

In presenting the geographical information, revenue is
based on the locations of the customers.

REFIMEEHE  WRNDEEFMEMEAE -
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8. SEGMENT INFORMATION (contd) 8. TREER#®)
Revenue from major customer: REFEEFz2WE
2010 2009
—E-ZF —EENF
HK$ HK$
BT 77T
Stainless steel furnishings segment TFEHKRE DI
Customer A 25 A 303,290,244 235,447,236
Wooden furnishings segment ANERES
Customer A ZEA 127,127,846 126,675,739

9. DIRECTORS’ EMOLUMENTS AND FIVE 9. EEMEeRIENVESHFHAL
HIGHEST PAID INDIVIDUALS

Details of emoluments of the directors of the Company BEREMRAWRESRTGAIEI61E  ARAIESE
disclosed pursuant to the Listing Rules and Section 161 ZHeFBEREAT :
of the Hong Kong Companies Ordinance are as follows:
For the year ended 31 December 2010 BE-_Z—ZEF+-H=+—HLEE
Salaries, Retirement
allowances benefits
and benefits Discretionary scheme Total
Name of director Fees in kind bonuses contributions emoluments
e EER EIREH
EEpE wne B A &= MAETE AL =t &1t % & @5
HK$ HK$ HK$ HK$ HK$
& T BT BT i BT
Executive directors HITES
Mr. Yan Siu Wai KR L E - 408,000 142,000 12,000 562,000
Mr. Leung Kwok Yin REELE - 216,000 134,000 12,000 362,000
Mr. Bao Jisheng EAEE KL - 720,380 481,715 - 1,202,095
Independent non-executive B Y 1T
directors BE=E
Mr. Garry Alides, Garry Alides,
Willinge Willinge % 4 100,000 - - - 100,000
Mr. Yu Hon Wing, Allan AEREE 60,000 - - - 60,000
Mr. Chu Kwok Man REREE 60,000 - - - 60,000

Non-executive director FHTES

Mr. Kwan Kai Cheong BMEXE 100,000 = = = 100,000

Total #5E 320,000 1,344,380 757,715 24,000 2,446,095

REXREARERAA
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9. DIRECTORS’ EMOLUMENTS AND FIVE 9. EEMERIANUBSFMALE
HIGHEST PAID INDIVIDUALS (cont'd)

For the year ended 31 December 2009 HEZTZAF+_A=1+T—RHLTFE
Salaries, Retirement
allowances benefits
and benefits  Discretionary scheme Total
Name of director Fees in kind bonuses  contributions  emoluments
E e A=:d BRI G2
RN ok EWH &= MBI R e BE
HK$ HK$ HK$ HK$ HK$
T 78T BT AT BT
Executive directors HITES
Mr. Yan Siu Wai IKE L& = 408,000 142,000 12,000 562,000
Mr. Leung Kwok Yin 2EE K E - 216,000 134,000 12,000 362,000
Mr. Bao Jisheng kA e - 760,000 509,716 = 1,269,716
Independent non-executive B IEH T
directors o]
Mr. Garry Alides, Garry Alides,

Willinge Willinge %&£ 100,000 - - - 100,000
Mr. Yu Hon Wing, Allan BERITE 60,000 = = = 60,000
Mr. Chu Kwok Man KEREE 60,000 - - - 60,000
Non-executive director FEHTES
Mr. Kwan Kai Cheong ERREEE 100,000 - - - 100,000
Total ) 320,000 1,384,000 785,716 24,000 2,513,716
There was no arrangement under which a director FA - EFERIE M 2 BE R E 5 R 2 HREE R B
waived or agreed to waive any emoluments during the 2 (ZZETNF : L) °

year (2009: HK$Nil).

The five highest paid individuals in the Group for the AEBREBE—_T—ZTF+_A=+—HLEFENA
year ended 31 December 2010 included three (2009: LLE‘m#J?M/\i@TE U(ZZ2ZNF : Z)EF -
three) directors, details of whose emoluments are HENMSFRIN L - EBEMA(ZZTZINE - @
disclosed above. Details of the emoluments of the MERFMATREE_S—ZF+=-_A=+—H
remaining two (2009: two) highest paid individuals for IEFENBE N T 28T =1,000,000/8 T 28 @ 5
the year ended 31 December 2010, which fell within the B

“HK$NIl to HK$1,000,000” band, are as follows:

2010 2009

—E-FF ZTTNF

HK$ HK$

BT 7S TC

Basic salaries, allowances and benefits in kind EXEFE  FEUEEDA= 682,100 681,276
Discretionary bonuses BB IEAL 241,400 234,610
Equity-settled share-based payments BRESESEURND X258 - 217,000
Retirement benefits scheme contributions RAKE F 5T & X 24,168 24,828
947,668 1,157,714
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DIRECTORS’ EMOLUMENTS AND FIVE 9. EEMERENBEETFMA L2
HIGHEST PAID INDIVIDUALS (contd)
During the year, no emoluments were paid or payable FR - AEEHERNTIANESS AU FMA T
by the Group to any of the directors or the five highest ek EL NS ESMAREBE S INARE B %A &
paid individuals as an inducement to join, or upon EREABEBEE(ZEZTNE BT °©
joining the Group, or as compensation for loss of office
(2009: HK$NIl).
FINANCE COSTS 10. RERAX
2010 2009
—E—2fF —EENF
HK$ HK$
& 7T T
Interest on bank loans and overdrafts RITERRBEZF LB 3,910,680 2,430,099
INCOME TAX EXPENSE 1. FIEHMAxX
(a)  Taxation included in the consolidated income (@) BALARERZOHEOT
statement represents:
2010 2009
—E-—ZF —ETENF
HK$ HK$
BT P TT
Current tax - PRC enterprise income tax ~ ARG E — h B ¥ TSR 9,942,293 6,187,483
Deferred tax - Withholding tax on dividend & iE %18 — A% S FEHI & — &
— PRC (note 24) (P 5E24) 1,443,461 2,219,194
11,385,754 8,406,677

No provision for Hong Kong Profits Tax is
required since the Group has no assessable
profit for the year (2009: HK$NIil).

Tax charge on profits assessable elsewhere
have been calculated at the rates of tax
prevailing in the countries in which the Group
operates, based on existing legislation,
interpretations and practices in respect thereof.

Pursuant to the New PRC enterprise income
tax law, which is passed by the Tenth National
People’s Congress on 16 March 2007 and
effective from 1 January 2008, the enterprise
income tax has various changes. It includes
the unification of the enterprise income tax
rate for domestic and foreign enterprises
at 25%; cancellation of existing tax holiday
available to export-oriented enterprises; and
enforcement of commencement of the tax
holiday (“Enforcement of Tax Holiday”) on 1
January 2008 for those Foreign Investment
Enterprise which have not commenced their tax
holiday due to ongoing tax losses since their
commencement of businesses.

REXREARERAA

HRAKREREFALBEERBEMN(ZFETH
F TR WEARBEMNESHIELEE -

Ho 3 [ FE AR R A 2 AR X TV R A A& B
REPTEBRE B RRBRITHMEBEG] -
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REFTEZEARRKKRRER _FTTLF=
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ZHPBECEMBRE CEMBHREEZRA
B - HMPEBRERBRNERIECENRERMR
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1.

INCOME TAX EXPENSE (cont'd)

(@)

Taxation included in the consolidated income
statement represents: (cont'd)

ERELLBHMmBR DA (Ningbo JF Metal
Products Co., Ltd.) (“JF Metal”) and % j¥ ## &
IR RE AR 2 A (Ningbo JF Furniture Co.
Ltd.) (“JF Furniture”), two subsidiaries of the
Company operating in Zhejiang Province, the
PRC, is entitled to a two-year exemption from
enterprise income tax starting from its first profit-
making year followed by a 50% reduction for
the subsequent three years. Pursuant to the
Enforcement of Tax Holiday, tax holiday for
JF Metal and JF Furniture commenced on 1
January 2008. Hence, JF Metal and JF Furniture
are subject to the PRC enterprise income tax
rate of 12.5% in the current year (2009: Nil).

The relevant tax holiday for the other operating
PRC subsidiary of the Company, JF Ningbo, had
expired. Hence, JF Ningbo is subject to the PRC
enterprise income tax rate of 25% (2009: 25%).

The reconciliation between the income tax

1. FEHAZE

() BAKEBREZRORELT : (&)

ARBRF BT ERE 2 MENE QR ZEK
REBEMARAR([EESB ) RERKRE
CRERREFRAR(EEREBDAHAEE
MNEREMFRARDEMEN  TRERK=
FRRRS0%HE - RIERFEEHANEE -5
LEBRFEERENBBEEENRN _TTNF
—A—BR% At  RLEBREERER
REER125% 2R EHMTELERBFHR(=

ZENEFE) -

AR AR A E

&
g

Z 58 AT ERESE

ZHEBHEESHELER - Bt - EREE

Bo5% (ZEF

EHEH -

NEF 26%) 2 RGP ED

(b) FIEHRFAXERBAEMNRPEERAEHBR

expense and the product of profit before tax RIZFBEEHBEWAT ¢
multiplied by the PRC enterprise income tax rate
is as follows:
2010 2009
—E-2F —EENEF
HK$ HK$
BT BT
Profit before tax R 5 A o A 29,758,734 29,910,750
Tax at PRC enterprise income tax rate T B E TSR R 25%
of 25% sTH 7,439,684 7,477,688
Tax effect of income that is not taxable TRHRARBRBAN R & (26,267,332) (15,492,591)
Tax effect of expenses that are not deductible  “RAJFIFi 5 X TR 7S 2 28 28,986,739 16,471,201
Tax effect of unrecognised temporary RERE R ZEEOT B
difference B (18,348) (18,105)
Tax effect of income tax on concession FETERTEMAMB & (447,760) (2,250,710)
Tax effect of unrecognised tax losses AERREEENTR G2 160,499 -
Effect of different tax rates of subsidiaries WEB AR TR KM E 88,811 =
Tax effect of withholding tax on dividend IR EFEM A T 1% & 1,443,461 2,219,194
Income tax expense P8 A= 11,385,754 8,406,677
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12. PROFIT FORTHE YEAR 12. FRHEF
The Group’s profit for the year is stated after charging ANEEZERNHENTHE&HB T3 & B EE :
the following:
2010 2009
—E-ZF —ETNF
HK$ HK$
BT T
(restated)
(&%)
Auditors’ remuneration % BN 2 B & 653,065 640,475
Cost of inventories sold EHEFEERA 377,794,418 312,120,927
Depreciation & 7,042,837 6,698,332
Loss on disposal of property, plant and equipment HE W%  WE L& EZEBE - 1,582
Write-off of property, plant and equipment Y R E KR i 164,854 -
Allowance for inventories (included in other GFERE(BEREMEE
operating expenses) FAZH) 862,177 =
Research and development expenditure W REERS 4,200,854 575,757
Staff costs (including directors’ emoluments ETIXRA(BREEENE
(note 9)) (Ft5E9))
Fees e 320,000 320,000
Basic salaries, bonuses, allowances and HEAFHE B4 ZURED
benefits in kind A 75 30,965,052 26,144,836
Equity-settled share-based payments R A E AR 2 2 5/E = 217,000
Retirement benefits scheme contributions iR R4 F FT 4 R 3,079,343 2,428,024
Operating lease - buildings KEMA — EEY 1,026,435 699,788
Net exchange losses HIE N BB 1,079,333 2,158,989

Cost of inventories sold included staff costs and
depreciation of approximately HK$30,994,000 (2009:
HK$25,440,000) which are included in the amounts
disclosed separately above.

Note:

The Group operates a mandatory provident fund scheme (the
“MPF Scheme”) under the Hong Kong Mandatory Provident Fund
Schemes Ordinance for all qualifying employees in Hong Kong.
The Group’s contributions to MPF Scheme are calculated at 5%
of the salaries and wages subject to a monthly maximum amount
of HK$1,000 per employee and vest fully with employees when
contributed into the MPF Scheme.

The employees of the Group’s subsidiaries established in the
PRC are members of a central pension scheme operated by the
local municipal government. These subsidiaries are required to
contribute certain percentage of the employees’ basic salaries
and wages to the central pension scheme to fund the retirement
benefits. The local municipal government undertakes to assume
the retirement benefits obligations of all existing and future retired
employees of these subsidiaries. The only obligation of these
subsidiaries with respect to the central pension scheme is to meet
the required contributions under the scheme.

REXREARERAA
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13. DIVIDEND 13. BE
2010 2009
—E-2F ZTTNF
HK$ HK$
BT 7S T
Proposed final dividend BRI 2 KA E
— HK$ Nil (2009: HK5 cents) per —EREBREET
ordinary share ZETNRF 5B - 10,501,200
The previously recorded final dividend for the year HE_ZTZNFT_A=T—RHILFEZBAZHER
ended 31 December 2009 was HK$10,442,700. The HAPR B /310,442,70078 7T ° #EIM 2 2 FRIF5E8,50078 7T
additional amount of HK$58,500 paid was as a result of TERRRBE RS HERARE A ZERETEAM
the exercise of share options prior to approval of final B o
dividend at the annual general meeting.
14. EARNINGS PER SHARE 14. BEREF
The calculation of basic and diluted earnings per share BRERREFRFHRE T SIEAE ¢
are based on the following:
2010 2009
—E-2F ZTENF
HK$ HK$
BT 78T
Earnings b=
Profit attributable to owners of the Company, used R E & GIRE A & #&5E
in the basic and diluted earnings per share BHZAKRRER A
calculation P& (& 18,372,980 21,504,073
Number of shares R4 E
Weighted average number of ordinary shares used B it ZEREKREF 2~
in basic earnings per share calculation T AR N T A 2 212,744,726 185,948,767
Effect of share options RN E 7,073,224 3,931,357
Weighted average number of ordinary shares used R it E & RS R F 2
in diluted earnings per share calculation 38 A% N #E S 15 8L 219,817,950 189,880,124
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15. PROPERTY, PLANT AND EQUIPMENT 15. Y%  BERRXRHE

Furniture,
Leasehold Plantand fixtures and Motor  Construction
land Buildings ~ machinery  equipment vehicles  in progress Total
RE £ER
HEL BEYN  HEREH B3] BH KEIE fx
HK$ HK$ HK$ HK$ HK$ HK$ HK$
BT BT B B B B BT
Cost K&
At1January 2009, as previously R-ZZhE—-F—H

reported (ZRIE®R) - 39,497,022 26,916,457 2,818,103 1,783,724 6,631,077 77,646,383
Effect on change in SHEREH

accounting policies vE 51,809,405 - - - - - 51,809,405
At 1 January 2009, RZZThE—-F—H

as restated (Z51) 51,809,405 39,497,022 26,916,457 2,818,103 1,783,724 6,631,077 129,455,788
Additions WE 901,734 - 2,406,276 342,663 - 4,327,387 7,978,060
Disposal He - = = - (24,338) - (04,338)
Transfer ER 404,163 2,987,115 5,426,115 - - (8,817,393) -
Exchange differences ERER 21,378 16,298 11,095 1,160 712 2,965 53,608
At 31 December 2009, R-BEAE+_A=1-H

as restated and (BI)R=F-%Z%

1 January 2010 —A—H 53,136,680 42,500,435 34,759,943 3,161,926 1,760,098 2,144036 137,463,118
Additions NE 944,506 - 3,151,474 147,660 586,358 85,433,119 90,263,117
Disposal HE - - - - (430,884) - (430,884)
Write-off E - - (173,554) - - (119,260)  (292,814)
Transfer Er - - 3123018 - - (3123018) -
Transfer to non-currentassets ~ BREHEHE 2R

held for sale B (1,751464)  (13,981,116) - - - ~ (15,732,580)
Exchange differences ERER 2,245,607 1,796,110 1,486,347 133,296 78,954 87,104 5,827,418
At 31 December 2010 WZZE-FTF+-fA=1+—-H 54575329 30,315,429 42,347,228 3,442,882 1,994,526 84421981 217,097,375
Accumulated depreciation 2HE
At 1 January 2009 as previously W=ZEZAE—F—H

reported (ZH2H) - 4207765 5101138  1,250593 1,046,561 - 11,608,057
Effect on change in accounting & BEREE 2

policies ye 1,108,860 - - - - - 1,108,860
At 1January 2009, asrestated ~ R=ZEEAF-A—H(E5H) 1,108,860 4,207,765 5,101,138 1,250,593 1,046,561 - 12,714917
Charge for the year ERFE 1,050,002 1,776,353 2,872,886 788,472 210,619 - 6,698,332
Disposal = - - - - (21,905) - (21,905)
Exchange differences BEHES 1,430 3,380 4785 1,243 605 - 11,443
At 31 December 2009, RZZENE+ZA=T—H

as restated and (BJNR=Z-ZF

1 January 2010 —A—H 2,160,292 5,987,498 7,978,809 2,040,308 1,235,880 - 19,402,787
Charge for the year FRME 1,095,821 1,823,828 3,294,636 629,623 198,929 - 7,042,837
Disposal e - - - - (387,796) - (387,796)
Write-off E - - (127,960 - - - (127,960)
Transfer o non-current assets ~ BREHEHE 2R

held for sales B (628,050)  (3,945,558) - - - - (4573608)
Exchange differences ERER 123,504 306,642 432,393 104,467 46,679 - 1,013,685
At 31 December 2010 WZZE-TF+-A=+—-H 2751567 4,172,410 11,577,878 2,774,398 1,093,692 - 22,369,945
Carrying amount REE
At 31 December 2010 WZZE-TF+-A=1+—-H 51823762 26,143,019 30,769,350 668,484 900,834 84421981 194,727,430
At 31 December 2009, RZZEAFTZA=T-H

as restated (E51) 50,976,388 36,512,937 26,781,134 1,121,618 524,218 2,144036 118,060,331
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15.

16.

— =

—H=1—

HILFE

PROPERTY, PLANT AND EQUIPMENT 15. ¥  BEERRXE®
(cont'd)
The Group’s leasehold land and buildings are situated AEBMEE T RBZEMHURFE -
in the PRC.
The Group’s leasehold land are under medium term AEBEZHEEL T RBTFRELORES -
leases.
At 31 December 2010, the Group’s leasehold land R-—ZE—ZF+_-A _Jr B ASEEEEBES NN
and buildings with carrying value of approximately 431,730,000/ 7t (ZF T /L 4F : 32,195,000/ 70) B F
HK$31,730,000 (2009: HK$32,195,000) and HK$NIil BIL(ZZEZNF 5,325,000 70) & -3 MR
(2009: HK$5,325,000) respectively were pledged as PMEBERTRT FRAEEERRTEENER M
security to a bank for the Group’s banking facilities (note (Mg 5E23) -
23).
At 31 December 2010, the Group’s leasehold land R-ZE—ZTF+_1 _‘f' B AEEEEES LY
and buildings with carrying value of approximately 720,094,000 7T (=& T L& : 18,781,000/ 7t) &
HK$20,094,000 (2009: HK$18,781,000) and 26,143,000 L (= 2= j‘L¢ 26,281,000/ 70) WA &
HK$26,143,000 (2009: HK$26,281,000) respectively TR EERYBER EEREEERALIHEREZLEER
for which the Group are in the process of obtaining A #EE -
the relevant land use rights certificates and building
ownership certificates.
LAND USE RIGHTS 16. T FEAE
HK$
T
Cost 2@
At 1 January 2009, as previously reported RZZEZNF—HA—RB(ZR2£%) 51,809,405
Effect on change in accounting policies S RREES 2T E (51,809,405)
At 1 January 2009 and 31 December 2009, RZZBEZNEFE-—A-—BARZZZENEF
as restated, 1 January 2010 and +ZA=+—R8(&F%) ZE—TF
31 December 2010 —A—ARZZFE—ZFTF+=ZA=1+—H =
Accumulated amortisation REt#eH
At 1 January 2009, as previously reported RZZFEZNE—HA—RB(ZR£%k) 1,108,860
Effect on change in accounting policies et REEESH I T E (1,108,860)

At 1 January 2009 and 31 December 2009,

—EENEF-A-—BRZZET

=

JE

as restated, 1 January 2010 and +=—A=+—H(&E?%) =—ZE—ZF

31 December 2010 —A—BAR=-—ZE—ZF+=-_H=+—H -
Carrying amount BREE
At 31 December 2010 R=F—FF+=-H=+—H =
At 31 December 2009, as restated RZZBEANF+ZA=+—H(E?Z) =

JF Household Furnishings Limited Annual Report 2010
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AVAILABLE-FOR-SALE FINANCIAL 17 AHHEESREE
ASSETS
2010 2009
—E-2F —EENEF
HK$ HK$
& T BT
Unlisted equity securities fund, at cost FELETRAZTLHES @ TR 2,000,000 2,000,000

Unlisted equity securities fund with carrying amount
of HK$2,000,000 (2009: HK$2,000,000) was carried at
cost as they do not have a quoted market price in an
active market and whose fair value cannot be reliably
measured, and pledged as security to a bank for the

Group’s banking facilities (note 23).

FEEMBRAZTLHES ZERMEEA2000,000 BT ==
T NF :2,000,00087L)  HRZEBHFESRER
THETETERE  BEAFETEANSESE - Btk
ERANE  WTERHEFRTEAAEERITEER
I G (M sE23)

18. INVENTORIES 18. #FE&

2010 2009
—E-Z2F —EENEF
HK$ HK$
BT I
Raw materials R M E 72,910,245 43,504,866
Work in progress EEE 45,381,513 31,716,957
Finished goods R AKX oh 11,485,460 10,491,835
Less: Allowance for inventories B EEEE (862,177) -
128,915,041 85,713,658

19. TRADE AND BILLS RECEIVABLES 19. ERESRIAREKEE
2010 2009
—E-Z2F —EENEF
HK$ HK$
BT BT
Trade receivables JEWE 5 R R 51,940,021 33,030,243
Bills receivables JE W 2 5% 15,577,463 -
67,517,484 33,030,243

REXREARERAA
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19.

20.

TRADE AND BILLS RECEIVABLES (contd) 19.

The Group normally granted customers with credit
terms of 30 to 90 days. The ageing analysis of the
Group’s trade receivables, based on the invoice date,
and net of allowance, is as follows:

BHRESRRREREE @

RNEF—RETFEFIEORNEEL - REBEUK
EHERIBBEZAHRANGEEENREDITNOT

2010 2009

—E-2F —ETNF

HK$ HK$

& T o

0 - 30 days 0Z30H 45,981,698 32,466,416
31-60 days 31£260H 4,932,868 563,228
61 -90 days 61290H = -
Over 90 days 23590 H 1,025,455 599
51,940,021 33,030,243

The carrying amounts of the Group’s trade and
bills receivables are denominated in the following
currencies:

AEERKESEAEBURER ZEREDRTIE
¥ 5IME

2010 2009
—E-FF —EENEF
HK$ HK$
BT 75 7T
RMB AR & 24,049,086 5,985,068
UsD ZEoT 43,468,398 27,045,175
67,517,484 33,030,243

CASH AND BANK BALANCES 200 BEeERBITHESR

The Group’s restricted cash and bank balances
comprised guaranteed deposits for the issurance of
RMB letter of credit and deposits pledged to banks to
secure banking facilities granted to the Group as set out
in note 23 to the financial statements.

An analysis of the carrying amount of restricted cash
and bank balances is as follows:

REBZXRHBRERRTERBBARELARRE
ERRBZERER  URBERTRITEAR TAE
BIRTEEZEROER(FEHR U BE MK E23) -

XBRHBRERROTERIEAEINOT ¢

2010 2009
—E2—-2fF —ZEENF
HK$ HK$
BT P TT

Guaranteed deposits for the issuance of RMB BREEARKERSE ZER
letter of credit e 19,065,533 =
Pledged bank deposits EHIR1TFE K 2,273,984 2,201,986
21,339,517 2,201,986

JF Household Furnishings Limited Annual Report 2010
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20.

21,

CASH AND BANK BALANCES (contd) 20. REeEkBRiTEHRE)
At 31 December 2010, the cash and bank balances R-ZE—ZTF+-_A=+—"H  ~EEUAAREKZE
of the Group denominated in RMB amounted to 2B & MIRIT 4424 540,372,000 T (ZEZ N F -
approximately HK$40,372,000 (2009: HK$28,464,000). 28,464,000/ 7T ) ° A R {15875 5N 78 3 18 Bl SN E
Conversion of RMB into foreign currencies is subject EHEFITNLEIE - EERNETERE
to PRC’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of
Foreign Exchange Regulations.
The carrying amounts of the Group’s cash and bank AREB RS RIBITESERENIZ NV EESE -
balances are denominated in the following currencies:
2010 2009
—E-Z2F —ETNF
HK$ HK$
BT I
HKD BT 1,474,760 1,322,540
RMB AR 40,372,331 28,463,988
usD E7T 11,786,129 1,923,553
EUR B IT 262,352 33,857
Other H b 16,765 71,904
53,912,337 31,815,842
NON-CURRENT ASSETS HELD FOR 21. BEHEZHERBEE

SALE

On 30 September 2010, JF Ningbo has signed a sales
and purchase agreement to dispose of the leasehold
land and buildings owned by JF Ningbo to a third
party. The completion of the transaction is subject
to the approval of transfer of the title by the relevant
government authorities. Details of the disposal by JF
Ningbo had been disclosed in an announcement of the
Company dated 30 September 2010.

The leasehold land and buildings, which are expected
to be sold within twelve months, have been classified
as non-current assets held for sale and are presented
separately in the statement of financial position. The
disposal assets are included in the Group’s stainless
steel furnishings segment.

The proceeds of disposal are expected to exceed
the net carrying amount of the relevant assets and
liabilities and, accordingly, no impairment loss has been
recognised on the classification of these assets as held
for sale.

REXREARERAA

T-ZFEAA=TH BERELRITEERAR
FZTHEBRELHEANBEEI W NEEY - %A
RPAGHBBRNMFALEBREERIS X -8
HEKEENEEFHEFRERNEAARBRNAE T —
EFNA=ZTHHNAEREKE -

jox
Il

HEMSRARMEEREHNEEREBAZEEF
B Bt YERBSZEZEERFIELEMERR
EEE -
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21. NON-CURRENT ASSETS HELD FOR 21. BELEZRBEE®)
SALE (contd)
The major classes of assets classified as held for sale at R-ZE—ZEF+_A=+—H EpAZEHEZE
31 December 2010 are as follows: ENEZHEMOT :
2010 2009
—E-=Z2F —TETNF
HK$ HK$
BT Y& T
Leasehold land HE i 1,123,414 =
Buildings FREEY) 10,035,558 -
11,158,972 -
At 31 December 2010, the Group’s leasehold land and R-ZE—ZTF+_A=+—8 xEEEHAFEL
buildings classified as non-current assets held for sale EZERBEE  BREMBED K A1,123,000% T (=
with carrying value of approximately HK$1,123,000 TEZNF T IL) &5209,0008 L (ZEZNF : T
(2009: HK$Nil) and HK$5,209,000 (2009: HK$Nil) BIT)MBEELTHNEEYWC BB TRT  EAKT
respectively were pledged as security to a bank for the AREERITHE 2 EIR(FIE23) o
Group’s banking facilities (note 23).
22. TRADE AND BILLS PAYABLES 2. ENESFRIARENRE
2010 2009
—E-—=F —ETNF
HK$ HK$
BT V& T
Trade payables JERTE 5 AR 45,041,147 29,152,081
Bills payables JE R R 27,392,086 -
72,433,233 29,152,081
The Group normally obtains credit terms ranging from HEFRTAEENEEHR —MAB30E0H -

30 to 90 days from its suppliers.

The ageing analysis of trade payables, based on the ERNEBSEFIREBREYH B ZRRATAT -
date of receipt of goods, is as follows:

2010 2009

—E—=EF —ETAF

HK$ HK$

BT BT

0 - 30 days 0£30H 29,911,934 24,507,986
31-60 days 31260H 11,544,022 4,310,649
61 - 90 days 61%290H 2,142,350 12,132
Over 90 days @90 H 1,442,841 321,314
45,041,147 29,152,081

JF Household Furnishings Limited Annual Report 2010
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22. TRADE AND BILLS PAYABLES (contd) 2. BENESRRRENRE®

The carrying amounts of the Group’s trade payables are NEBENESEAZEREIZ TNV EE%EIE :
denominated in the following currencies:
2010 2009
—E—-FfF —ETNF
HK$ HK$
& 7T 77T
EUR BT 11,589,488 -
RMB AR 56,425,725 23,827,835
usD ETT 4,418,020 5,324,246
72,433,233 29,152,081
23. BANK BORROWINGS 23. RITER
The analysis of the carrying amount of bank borrowings RITERZEBMEI AT :
is as follows:
2010 2009
—E-2F ZETNF
HK$ HK$
& T 7 TT
(restated)
(&E75)
Current liabilities nEAE
Bank overdrafts repayable on EEXKEECZRITEX
demand - secured — B - 6,278,831
Portion of bank loans from banks due for HR— E W R ZEB D
repayment within one year R1T
- secured —B T_%R ?ﬁ 49,915,590 33,144,938
— unsecured — K 95,856,000 8,231,890
Portion of bank loans from banks due for AIR—FREERESHE
repayment after one year which contain EERERIERZED
a repayment on demand clause RITE N
— secured — B HE 5,037,273 1,616,379
— unsecured — 43 3 9,200,000 =
160,008,863 49,272,038
The borrowings are repayable as follows: EREEHENOT -
Within one year —F R 145,771,589 47,655,659
In the second year B _F 4,301,178 925,200
In the third to fifth years, inclusive F=EZFRFE(BREEMF) 9,936,096 691,179
160,008,863 49,272,038

RERERARERAR
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23. BANK BORROWINGS (contd) 23. $BRITERE)

PREFEDHERERBEAABREERBHLY > I

PRREERLEEGRZITE -

The above amounts due are based on the scheduled
repayment dates set out in the loan agreements and
ignored the effect of any repayment on demand clause.

The carrying amounts of the Group’s borrowings are
denominated in the following currencies:

AEBEERZEEETIZ T EEIIE

HKD RMB uUsD EUR Total
B ARH E E70 Mgt
HK$ HK$ HK$ HK$ HK$
BT BT BT BT BT
2010 —ZT—ZF
Bank loans HITER 18,772,472 41,433,000 95,649,757 4,153,634 160,008,863
2009 —ETNF
Bank overdrafts FITESX 6,278,831 - - - 6,278,831
Bank loans BITER 3,179,202 17,037,000 22,777,005 - 42,993,207
9,458,033 17,037,000 22,777,005 - 49,272,038
The average interest rates per annum at 31 December RTEZA=+—HZFEHIEMEMAT :
were as follows:
2010 2009
—E-2F —ETAF
Bank loans RITER 1.87%-5.63% 1.89%-7.04%
Bank overdrafts RITHEX N/A T B A 4.22%-5.81%

R-B-—ZEF+-_A=t+—B AEEZRTEEH
AT I BRI AR

At 31 December 2010, the Group’s bank facilities were
secured by the following:

(a) ZAEEBEENHETHRETEEYREER

(a) legal charge on leasehold land and certain

(b)

JF Household Furnishings Limited Annual Report 2010

buildings owned by the Group;

corporate guarantees given by the Company
and three (2009: two) of the subsidiaries;

all monies charge over deposits executed by
subsidiaries of the Company in favour of banks
of HK$2,274,000 (2009: HK$2,202,000);

charge on available-for-sale financial assets of
HK$2,000,000 (2009: HK$2,000,000); and

assignment of life insurance policy owned
by a subsidiary including prepayments of life
insurance policy of HK$4,304,000 (2009: Nil)
included in deposits, other receivables and
prepayments.

o

ARARRERN=MBRAR(ZZEZENLF MW
FORMA A RER

RNABHEBRRNETAEZEAELEEZEER
2,274,000 70 (ZZEZ N F : 2,202,000
JT)

Al & 4 F & Z 2,000,008 T (ZEE N
F : 2,000,000 TT)IEAEHE &

—XNBRAREENSRARE (BFEIALZE
Ha el B REMNRE 2 SRR ERB N FE
4,304,000 L (Z B NF + £)) 28EE -
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24,

25.

DEFERRED TAX LIABILITIES

The following are the major deferred tax liabilities

recognised by the Group:

24.

EER AR E

AEEBABNEIEREREAGEBENAT :

Undistributed
earnings of PRC

subsidiaries
FEKE DA
ZARDEER
HK$
BT
At 1 January 2009 R_ZEZNF—H—H 1,021,798
Settlement during the year REREE (567,200)
Charge to profit or loss for the year (note 11a) REREZF N (HiE11a) 2,219,194
At 31 December 2009 and R-ZZEFEHAE+_A=+—8K
1 January 2010 —ET—FF—H—H 2,673,792
Settlement during the year RERNEE (2,893,986)
Charge to profit or loss for the year (note 11a) RERB=F N (KiE11a) 1,443,461
At 31 December 2010 RZE-—ZTFE+-_A=+—H 1,223,267
SHARE CAPITAL 25. BRA
Ordinary shares of HK$0.01 each
SREEIOBTHEER
Number of
Note shares Par value
st BB HE
HK$
BT
Authorised: SETE
At 1 January 2009, RZZEZTh&E—H—A8 -
31 December 2009, —ETZAFE+_A=+—H -
1 January 2010 and —E—EEF—-H—Hk
31 December 2010 —_E—ZTHF+_-_HF=+—H 500,000,000 5,000,000
Issued and fully paid: BEEITEREHR :
At 1 January 2009 RZZEZTh&F—H—H 173,995,000 1,739,950
Shares issued on exercise of TERERER TR
share options &5 (i) 50,000 500
Share issued on placement of shares B2 & % 17 i 25 17 BY IR 1D (ii) 34,809,000 348,090
At 31 December 2009 and R-ZZEENF+_A=+—HK
1 January 2010 —E—ZTHF—HF—H 208,854,000 2,088,540
Shares issued on exercise of TEERERETH
share options & 2 (iii) 13,835,000 138,350
At 31 December 2010 RZT—ZTF+=-A=+—H 222,689,000 2,226,890

REXREARERAA
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25.

—FEf =

SHARE CAPITAL (conta)

Note:

(i) During the year ended 31 December 2009, 50,000
ordinary shares of HK$0.01 each were issued in relation to
share options exercised by senior management under the
Pre-IPO Share Option Scheme of the Company at HK$0.56
for a total cash consideration of HK$28,000. The excess of
the subscription consideration received over the nominal
values issued, amounted to HK$27,500, was credited to
the share premium account.

(ii) On 29 August 2009, the Company entered into a
conditional placing agreement with the placing agent
in respect of the placement of 34,809,000 ordinary
shares of HK$0.01 each to independent third parties at
a price of HK$0.88 per share. The placement of shares
was completed on 9 September 2009 and the excess
of the subscription consideration received over the
nominal values issued, amounting to approximately
HK$29,507,000, net of share issuance expenses, was
credited to the share premium account.

(iii) During the year ended 31 December 2010, 13,835,000

ordinary shares of HK$0.01 each were issued in relation

to share options exercised by executive directors, senior
management and other employees under the Pre-IPO

Share Option Scheme of the Company at HK$0.56 to

HK$0.8 for a total cash consideration of HK$10,733,200.

The excess of the subscription consideration

received over the nominal values issued, amounted to

HK$10,594,850, was credited to the share premium

account.

The Group’s objectives when managing capital are to
safeguard the Group’s ability to continue as a going
concern and to maximise the return to the shareholders
through the optimisation of the debt and equity balance.

The Group sets the amount of capital in proportion
to risk. The Group manages the capital structure and
makes adjustments to it in the light of changes in
economic conditions and the risk characteristics of the
underlying assets. In order to maintain or adjust the
capital structure, the Group may adjust the payment of
dividends, issue new shares, buy-back shares, raise
new debts, redeem existing debts or sell assets to
reduce debts.

The Group monitors capital on the basis of the debt-
to-adjusted capital ratio. This ratio is calculated as net
debt divided by adjusted capital. Net debt is calculated
as total debts less cash and cash equivalents. Adjusted
capital comprises all components of equity (i.e. share
capital, share premium, retained profits and other
reserves).

It is the Group’s strategy to keep the net debt-to-
adjusted capital ratio as low as feasible. In order to
maintain or adjust the ratio, the Group may adjust the
amount of dividends paid to shareholders, issue new
shares, return capital to shareholders, raise new debt
financing or sell assets to reduce debt.

The only externally imposed capital requirement is that
for the Company to maintain its listing on the Stock
Exchange it has to have a public float of at least 25% of
the shares.

JF Household Furnishings Limited
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25.

HILFE

IR A (4%)

(i) RBE_ZTZAF+_A=t—HLFE EAIREE
R EA AR & E IR B R AR AT R B T 811205678 T
BB 4% 17 o 8 AR 4 T % 750,000 A% & AR I 0.01 /& 7T # &
BR - REARER2800ET - WIANZERES H
BITEEMBREED H27,50008 T - Bt ARDIEER °

(ii) RZZEZAENAZ+TNR ARRERERETLHE
16 AR & % LA B A%0.887% 7T Y {8 4% Fid & 34,809,000 %
HFREEC.ONVEITH I @Hﬁ%ﬁj%*E ROEER=
ZTNFNAANBENR BEHNRERESLEETEE
HIEBRE ED 9 49 429,507, ooo,%m(a%m‘éfﬁx@%éﬁﬁrﬁi)

EFF AR R RB IR = EBER o

RBE-FT—FTF+-_A=1+—HILFE  AHTES -
mi&E.}EE&EWEA&H‘EK’ATﬁﬁé/’xﬂﬁﬁﬁﬁﬁﬂw i3
& 4 51 21420.56 7% T 2= 0.8 JT AU (B 15 17 {5 B8 IR 4 1 38 1T
13,835,000/% B IR EEO.0O1B T LB BEBREA
10,733,200/ 7T - WEIMRERE = HBETEHENBERED
2 /10,594,850 7T * E AT ARMIBER ©

(iii)

AEEEERAME
71 WEBE(CEREER

B & 1E R 12 7K 5% B 10 15 AR E & e
tfﬁ%ﬁerK@ﬁo

AEBERBZEARILIIEETEARSR - AEEREBELH
RESHLEHREENRARFUEEERABRELE
B RERIARBERERE AXERSABRER
B BITHER DBk  HEEYK BERREER
HEEBEERRDE -

AEENEBHRHBEA L X BELERITER - %
R ERFERALRABEARTE - AEFFEUE
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26. SHARE - BASED PAYMENTS

26. MRMHZNFKIE

Equity-settled share option scheme UEREENERESTE
(i) Pre-IPO share option scheme (i) BEXABERAEREE

Pursuant to the written resolution passed by all
shareholders of the Company on 8 September
2005, the pre-IPO share option scheme (“Pre-
IPO Share Option Scheme”) was approved.

The purpose of the Pre-IPO Share Option
Scheme is to recognise the contribution of
certain persons to the growth of the Group
and/or to the listing of shares of the Company
on the GEM of the Stock Exchange. The
total number of the shares of the Company
subject to the Pre-IPO Share Option Scheme
is 20,160,000 representing 12% of the issued
share capital of the Company upon completion
of the placing of the shares of the Company
and capitalisation issue and no further options
will be granted under the Pre-IPO Share Option
Scheme. Upon acceptance of the option, each
grantee shall pay HK$1 to the Company by
way of consideration for the grant. All of these
options granted under the Pre-IPO Share Option
Scheme will only be exercised after the expiry
of six months from 13 October 2005 (“Listing
Date”) but in any event not later than five years
from the Listing Date.

Details of the specific categories of options are
as follows:

BERARBDEZBRRR_ZZTRFNLANBAE
BHEEARRR - B RAFRERATERE S
(TBERAFABRATERESS D ERFHE -

BHAAHBRAIBREFSEERBE TALT
HWAREBEBEREK,HARBRD BT
R EMERR BB - & XA R A% AT AL 4 5t
258 KB AN R 7] IR 15 #8215 20,160,0000% + 14
TEREEARARRBRG RERNEBEITERARAE
BITRARZ12%  BARRABT TSR EH IR AR
BRI AT A RE AT 813 H b B AR - B AR
g SERABRAARBDBNIET  (EAE
ZHEBRENRE - RIEH XA FRBRAERE
AEIREMIERERE FE-STAFTA
+=B(EmBEHDERANEARFAIITE
MERMA BN LT EBRESREERNTITE -

BEREBFEDBEZFRET

Date of grant Vesting date Exercise period  Exercise price

Riti B8 %EA 1765 TEE

HK$

BT

Executive directors HITES 8 September 2005 13 April 2006 13 April 2006 to 0.80
12 October 2010
“ZETREF ZZERF ZZETAFMATZ=HE
NANE mA+=H —Z-ZF&+A+=H

Senior management BRER 8 September 2005 13 April 2006 13 April 2006 to 0.80
12 October 2010
—ETRE “ZERE ZTEREMATZEZE
NANB MA+=HA ZZ-ZF+A+T=H

Other employees and HitgE 8 September 2005 13 April 2006 13 April 2006 to 0.56
senior management RERERE 12 October 2010
—ETRE ZZERE ZZTEREMATZHZE
AANE MA+=R ZZE-TFtA+=H

If the options remain unexercised after a period
of 5 years from the date of grant, the options
expire. Options are forfeited on the date which
is 3 months after the date on which the eligible
employee ceases to be an employee of the
Group.

REXREARERAA

% B &%t B 88 T R 1R i B D R & TT
& BRESAY ZEAEREITHRAE
BoET BEBBAR={EAK BERES
WAERE -
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26. SHARE - BASED PAYMENTS (cont'd) 26. LIROXNRE)

DS F R B RE8I ()

Equity-settled share option scheme (cont’d)

(i) Pre-IPO share option scheme (cont'd) (i) BEXABEERAERETE(E)
Details of the share options outstanding during FANBMRITENEREZZEBOT
the year are as follows:
2010 2009
—E-ZF —EENF
Weighted Weighted
Number average Number average
of share exercise of share exercise
options price options price
e 35 nEFEH
BREHE TEE BREHS T E
HK$ HK$
BT 7S T
Outstanding at the beginning  E ¥ 14 K17
of the year 14,115,000 0.77 14,165,000 0.77
Exercised during the year FARNEATHE (13,835,000) 0.78 (50,000) 0.56
Lapsed during the year FRB KM (280,000) 0.56 — NATEA
Outstanding at the end of FERBARITEE
the year - NATEHA 14,115,000 0.77
Exercisable at the end of the year £ 7K 7] T 171 - NAFBER 14,115,000 0.77
The weighted average share price at the date of FABBITERERERITE B /Y INEFH R
exercise for share options exercised during the BAE1SEBTL(ZZZNFE :0.70/8T) - N==
year was HK$1.95 (2009: HK$0.70). The options TNFRERITENBRE 2 MEFHFRE
outstanding at the end of 2009 have a weighted A FH B0.79F R1THEE N 70.56/48 7L £0.80
average remaining contractual life of 0.79 years PEIT 2 °
and the exercise prices range from HK$0.56 to
HK$0.80.
(i)  Post-IPO share option scheme (i) BRABBREBRETE

Pursuant to the written resolution passed by all
shareholders of the Company on 8 September
2005, the post-IPO share option scheme (“Post-
IPO Share Option Scheme”) was approved.

The purpose of the Post-IPO Share Option
Scheme is to enable the Company to recognise
the contributions of any employees (including
directors of the Company), consultants and/
or advisers who in the sole discretion of the
directors of the Company have contributed or
will contribute to the Group (“Participants”) and
to motivate the Participants to continuously work
to the benefit of the Group by offering to the
Participants and opportunity to have personal
interest in the share capital of the Company.

BRERARBEZBRRR_ZZTRFNLANBAE
BHEMEARAZRR BRARBREERES
(BRDFMBRRBRETS ) ESHE -

BERARBREBREFESEESEARAS
EXARFREEERNBERARELIBERAE
BELERNEARE(ERARAES)
BRAALR/ZBEB(T28E DR - Wi
ZR2EEAREN ARG BRAPEHEA EARE
7@ BB2EEEERAARENNAME T -
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26. SHARE - BASED PAYMENTS (cont'd)

Equity-settled share option scheme (cont’d)

(ii)

Post-IPO share option scheme (cont'd)

The overall limit on the number of shares of the
Company which may be issued upon exercise
of all outstanding options granted and yet to
be exercised under the Post-IPO Share Option
Scheme and other share option scheme of the
Group (including the Pre-IPO Share Option
Scheme) must not exceed 30% of the shares
of the Company in issue from time to time. A
nominal consideration of HK$1 is payable by the
grantee upon acceptance of an option.

Under the Post-IPO Share Option Scheme, the
Company may grant options, at its discretion,
to Participants to subscribe for such number of
new shares at any exercise price determined
by the board of directors of the Company in
its absolute discretion. The price will be the
highest of (i) the closing price of the share of
the Company as stated in the Stock Exchange
daily quotations sheet on the date of grant of
the option (which must be a business day), (ii)
the average closing prices of the share of the
Company as stated in the Stock Exchange’s
daily quotations sheets for the five business
days immediately preceding the date of grant of
the option and (iii) the nominal value of a share
of the Company on the date of the option.

An option under the Post-IPO Share Option
Scheme may be exercised in accordance with
the terms of the Post-IPO Share Option Scheme
at any time during the period to be determined
and notified by the board of directors of the
Company to each grantee which period of time
shall commence on the expiration of three years
of the date of grant of the option and expire
on such date as determined by the board of
directors of the Company provided that the
option may not be exercised after the expiration
of 10 years from the date of grant of the option.

The Post-IPO Share Option Scheme does not
require a minimum period for which an option
must be held nor a performance target which
must be achieved before an option can be
exercised, unless the board of directors of the
Company otherwise determined and stated in
the offer of the grant of options to the grantee.

No options had been granted under the Post-
IPO Share Option Scheme since its adoption on
8 September 2005, and no options remained
outstanding under the Post-IPO Share Option
Scheme at the end of the year (2009: Nil).

REXREARERAA

26. UM EZARE®)
DEXEENBRESS(E)

(i)

BRAHEREBRESE ()

RITERIEA S B &R AR BRI ERESTS
READ R 8 (21 8 R QR RA B K
BB PR BB M ARETENMAERITER
PRAEM Al BEH T AR RIBMDEE - BRERLER
TREBARRTERDETRMNAB0% &K
ABERNBERERAZMBETNEERE -

RIEERAFBREBRES  AAFAH
BR2EERHBRE RARANETS 2R
MISEEZITHEERBZEHE 2K - ER
BRAT=E285% (VAR ARHREBRK
BEHAB(VARZEER) LKA ®RKRAT
BZWHE  (DARRBRONRBEBRER
B AEEXAAEBIAARKMEZFY
Wit 8 R(i) AR R R E R B2 1A -

R ERDRAABRER B RETSRE 2 Bk
ARARFERTSEELMEZARAZHME
WAERIE - 1R B B IR A F AR IR 1R BB A M =T &
ZGEFITE - ZHIRERBRER L A LR
—FHEME BEEAARNEZTSET2AH
AL EERET AR BRER D A SRS+
FHEMEITEE

BERARBREBRETSLEREVARH
Bz &EHR - BRERITEMLFEE
AMRFAET  EARAEZTSZHRERRN
BRHBRETRRARBAERD

BERAABRRBEEFER _FTRAFAN
ANBERMAR  SEEREERAFBAREKRE
BT AR ERNBRE  TETAEIAR
AR BB R At 81 TR TS 2 B8 RO I & R B 1) R
TE(ZZZTNEF : &) -
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26. SHARE - BASED PAYMENTS (cont'd) 26. LIROXNRE)

DS F R B RE8I ()

Equity-settled share option scheme (cont’d)

(i)  Post-IPO share option scheme (cont’d) (i) BEAXABHBEREBKETE(E)
Pursuant to the ordinary resolution passed BEARATIR-_ZBEENE+—A -+ BET
in the extraordinary general meeting of the MREEFR RS FRBNEERESE  FTER
Company on 26 November 2008, the New Share et El (Ex R T XIEERE S (i) 9 &)
Option Scheme (as defined in sub-section (iii) EEARRRIBERER - UFECETHRBD F
headed “New Share Option Scheme” below) +HEWHRTE 0 MERDFBRATERETZ
was approved and adopted by the Company FERXAABBREERERT S BB -
to comply with the requirements under Chapter
17 of the Listing Rules; and the Pre-IPO Share
Option Scheme and the Post-IPO Share Option
Scheme were terminated accordingly.

(iii)  New Share Option Scheme (iii)  FEEREE

Pursuant to the ordinary written resolution
passed in the extraordinary general meeting of
the Company on 26 November 2008, the New
Share Option Scheme (“New Share Option
Scheme”) was approved and adopted by the
Company to comply with the requirements under
Chapter 17 of the Listing Rules; and the Pre-
IPO Share Option Scheme and Post-IPO Share
Option Scheme were terminated accordingly.

The purpose of the New Share Option Scheme
is to enable the Company to recognise the
contributions of the Participants to the Group
and to motivate the Participants to continuously
work to the benefit of the Group by offering to
the Participants an opportunity to have personal
interest in the share capital of the Company.

The overall limit on the number of shares of the
Company which may be issued upon exercise
of all outstanding options granted and yet to
be exercised under the New Share Option
Scheme and other share option scheme of the
Group (including the Pre-IPO Share Option
Scheme) must not exceed 30% of the shares
of the Company in issue from time to time.
Upon acceptance of the option, the Grantee
shall pay HK$1.00 to the Company by way of
consideration for the grant.

REARBDR-_FTNF+—A=-+RBRT
MERRFRIAS ERBHER T BRER
B EI( [FBRETSE] ) ERAQRM
ERRS AFA(LETREUD BE+LENH
E o MBERARBRATBRESERERAR
AR B SRR L -

HEREEEESEARTAEEL2EELAR
SENER  THEEFESEEERENEAQF
BAPHEEEAEZ  SB2EEEESANS
BeFEMB A -

DR 7T {50 AR 45 8 s BECHE 381 B S 6% [ L b PR A A
eI (B &R AR AR AR 8) Frik h
1B 1 RETT R P B AR 1T BB BHE T AJ AR 3E 1T
MARBRNEBE  BRERISEBARR
T2 BT AI30% < HMBRIER - &R
ABRAARRHN1.00E T  (ERERBRE
HRME -
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26. SHARE - BASED PAYMENTS (cont'd) 26. LRGN RE)

DU A E B 8I (&)

Equity-settled share option scheme (cont’d)

(i)

New Share Option Scheme (cont'd)

The subscription price for share(s) under the
New Share Option Scheme will be a price as
the board of directors in its absolute discretion
shall determine and notify to each Participant
and will be the highest of (i) 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), (ii)
the average closing prices 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 option and (iii)
the nominal value of a share on the date of grant
of the option. The date of grant is the date on
which the option is offered.

An option under the Share Option Scheme may
be exercised in accordance with the terms of the
New Share Option Scheme at any time during
the period to be determined and notified by
the board of directors of the Company to each
grantee which period of time shall commence
on the date of grant of the option and expire
on such date as determined by the board of
directors of the Company provided that the
option may not be exercised after the expiration
of 10 years from the date of grant of the option.

The New Share Option Scheme does not require
a minimum period for which an option must be
held nor a performance target which must be
achieved before an option can be exercised,
unless the board of directors of the Company
otherwise determined and stated in the offer of
the grant of options to the grantee.

Details of the specific categories of options are
as follows:

(i)  FEBREE(E)

RIEHERETS  ROZRBERBHES
EERNBEEYNETR2EE  BHBRMN
T=FZE8®E @ (WHRBRERL B8 (%
BREFR)EBMIXABBRABIWHE :
(iDRONEZFBERERL AN AEERAHE
Bt <2 BT B ¥R R BT 2 1 W MB Beit) B0 R
BhERLEfcHE REAMEREE
RHZzBEH -

REBREFIRLCBREANRARAES
SETANEZARA ZHEATAER @R
RN R RO ET B 2 RRAT I - X IR RN B A
EEREAHE BEEARAEFSET AN
B EBRET R BRER L B8R+
FHEMIRTTE

MBREAILERAELAREBRE IR
FRHIR - BRI B ETNRAR
REARREFTERZARELNR L ERE
TARABBRAERI

BREZHEEDEFROT

Date of grant Vesting date Exercise period Exercise price

®HBH BEAR TR TEE

HKS$

AT

Senior management SR EIEE 4 August 2009 4 August 2009 4 August 2009 to 0.90
3 August 2014
—ETNEF —ETNF ZZETEAFNAEBE
NAMA NA@A —E-MENA=H

If the options remain unexercised after a period
of 5 years from the date of grant, the options
expire. Options are forfeited on the date which
is 3 months after the date on which the eligible
employee ceases to be an employee of the
Group.

REXREARERAA

i35 B % H B 3R 1 53R 1 B AR D R 1T
& BREKSER EAEREITHRAR
BsET BEMBRAR={AK BERES
B IRAERE
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26. SHARE - BASED PAYMENTS (cont'd) 26. LIROXNRE)

DS F R B RE8I ()

Equity-settled share option scheme (cont’d)

(iii)  New Share Option Scheme (cont'd) (i)  FEREE ()
Details of the share options outstanding during FAMRTEHNEREZZBOT
the year are as follows:
2010 2009
—E-ZF —ZEENF
Weighted Weighted
Number average Number average
of share exercise of share exercise
options price options price
B AE EF B P INFE 1
%A TEE 2R T (B
HK$ HK$
BT BT
Outstanding at the beginning of FHEARITE
the year 1,000,000 0.9 - N/A i A
Granted during the year FRERE - NATHEA 1,000,000 0.9
Outstanding at the end of FERHKRITE
the year 1,000,000 0.9 1,000,000 0.9
Exercisable at the end of the year FRAFITE 1,000,000 0.9 1,000,000 0.9
The options outstanding at the end of the year RERMAITEOBERE Z NEFLEREEE L
have a weighted average remaining contractual FHASLIF (T NEF  459F) R1THEE
life of 3.59 years (2009: 4.59 years) and the #0.907 7T °
exercise price is HK$0.90.
Options to subscribe for 1,000,000 shares RZZTZNFNAEA - & H 7 R 1,000,000
were granted on 4 August 2009. The estimated AR R BERR#E - et 2 Az BB REN AT
fair value of the option on that date was & £217,000/% 7T °
HK$217,000.
The fair value was calculated using the Black- ERAAFEREHTERAGE HEXHA
Scholes pricing model. The inputs into the model ZERMT
are as follows:
2009
—ETNF
Weighted average share price INHE T 5 A (E HK$0.82
Weighted average exercise price mEFEHTER HK$0.90
Expected volatility T8 HA R 18 62.08%
Expected life TEHAHAR 2.50 years/4
Risk free rate f [ e ) = 0.78%
Expected dividend yield T8 B A% B IR g 2 6.10%

JF Household Furnishings Limited Annual Report 2010
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26. SHARE - BASED PAYMENTS (cont'd) 26. ARG RE R
Equity-settled share option scheme (cont'd) URZEENBRESE(Z)
(iii)  New Share Option Scheme (cont'd) (iii)  FEERE B (E)
Expected volatility was determined by FEHRIERIBE AR RRERBE25FZEL R
calculating the historical volatility of the BEETE - ERAEENRKEMT  REAXED
Company's share price over the previous 2.5 ZTEBEARE AR EE S  TTHERS R1TA
years. The expected life used in the model RAEZZEEDAE -

has been adjusted, based on the Group’s best
estimate, for the effects of non transferability,
exercise restrictions and behavioural
considerations.

27. STATEMENT OF FINANCIAL POSITION 27. AR FZHBMRR K
OF THE COMPANY

2010 2009
—E-Z2F —ETNF
HK$ HK$
BT BT
Investments in subsidiaries REB AR ZKE 42,967,020 42,967,020
Due from subsidiaries JiE Uk BfY /B & B 3R I8 93,744,560 92,201,307
Other current assets Hihmen&EE 183,554 191,903
Due to subsidiaries XN ENGIE/ (9,182,989) (9,182,989)
Other current liabilities Hin#aE (1,266,497) (1,231,497)
NET ASSETS BEE 126,445,648 124,945,744
Share capital f% 7 2,226,890 2,088,540
Reserves E 124,218,758 122,857,204
TOTAL EQUITY MR 126,445,648 124,945,744
Note: ffsE -
The amounts due from/(to) subsidiaries are unsecured, interest-free FEUW (BB RARREAERE 8 RERETEERS -

and have no fixed terms of repayment.

REXREARERAA
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28. RESERVES 28. f#fE
Company VNN |
Share-based
Shares  Contributed payments
premium surplus reserve Retained
Note (note (a)) (note (b)) (note (c)) profits Total
SR % A
R %E PN HERE
fizE (K3 (a)) (Hi3E (b)) (K3E (c)) RE R aE
HK$ HK$ HK$ HK$ HK$
BT BT BT BT BT
At 1 January 2009 RZEENF—A—H 26,407,639 42,967,020 1,484,613 30,081,424 100,940,696
Shares issued on exercise of  R{TEEREMEST
share options ioliigii 25(i) 39,500 - (12,000) = 27,500
Shares issued on placement RERDMEN
of shares B 1 25(i) 29,507,402 - - - 29,507,402
Recognition of share-based RN %
payments B - - 217,000 - 217,000
Dividend paid BENkRE - - - (8,702,250) (8,702,250)
Profit for the year ERET - - - 866,856 866,856
At 31 December 2009 RZZENE+-A=1—H 55954541 42,967,020 1680613 22246030 122,857,204
Representing: R&:
At 31 December 2009 after “ZZAE+-A=1t-H
proposed final dividend Ba ROk ak 11,744,830
Proposed final dividend BaEAARE 13 10,501,200
22,246,030
At 1 January 2010 RZZE-TF—-F—H 55,954,541 42,967,020 1,689,613 22,246,030 122,857,204
Shares issued on exercise of AT EREMET
share options ioliigii 25(ii) 12,000,808 - (1,405,958) - 10,594,850
Share options forfeited BEERRE = = (66,655) 66,655 -
Dividend paid BRRE = = - (10501,200)  (10,501,200)
Profit for the year ERET - - - 1,267,904 1,267,904
At 31 December 2010 RZE-ZE+-fA=1+-H 67,955,349 42,967,020 217,000 13,079,389 124,218,758
Representing; K&
At 31 December 2010 after “Z-Z5+-A=t-H
proposed final dividend BEAEREE 13,079,389
Proposed final dividend BaExIKE 13 =
13,079,389

JF Household Furnishings Limited Annual Report 2010
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28.

RESERVES (cont'd)

Notes:

(a)

(b)

Under the Companies Law of the Cayman Islands, the
share premium of the Company is available for paying
distributions or dividends to shareholders subject to the
provisions of its Memorandum and Articles of Association
and provided that immediately following the distribution or
dividend the Company is able to pay its debts as they fall
due in the ordinary course of business.

The contributed surplus of the Company arose as a result
of the Corporate Reorganisation and represents the
excess of the then combined net assets of the subsidiaries
acquired, over the nominal value of the Company’s shares
issued in exchange therefor.

The share-based payments reserve of the Company
and the Group arises on the grant of share options of
employees under the Pre-IPO Share Option Scheme and
Share Option Scheme. Further information about share-
based payments to employees is set out in note 26 to
the financial statements. The fair value of the actual or
estimated number of unexercised share options granted to
employees of the Company recognised in accordance with
the accounting policy adopted for share-based payments
in note 3(0) to the financial statements.

REXREARERAA

ERAE D)

LS

(a)

(b)

REREFSRRE  ARAANKRMBEEATREARE
M ARERERNMRANNEE  BRAKRRELS
IESOR AT AR 8 - AR R R BE 7 IR SO AR SR DA
BREIXNERRXEBBRDIHNRNZES -

ARARHBABRBECEERESE  RAKRBENER A
BERNEHEEFEBERETRBERIAKRN METH
AR B AD EE R BRAR o

ARRRAEEZABRMN N HERKRERREERAH
ARA BRI RBREA S BBERERTRERE
£ BRRBRON TEE ZHIENE - THBHIRN
B 75 ¥R 3% BT 5226 © AR 4R B 75 R 3R Y 5 3(0) AT 1) 3E A B £
XNREMFEANSHBER  BRERTFAARERE
HARTENERSIGEAERERENATE -
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29. SUBSIDIARIES 29.

Particulars of the subsidiaries as at 31 December 2010 g

are as follows:

Place of incorporation/

Nominal value of issued

and paid-up ordinary

RANZE—FBFET_A=+—HHFBEOT :

establishment and Attributable shares/registered
Company operation interest capital Principal activities
AL ERTRARZEER
7 7] FR L R AR 4t B iz WEEEHREX TEXH
Directly held BHERS
JF Household Furnishings (Asia) British Virgin Islands 100% 300 ordinary shares of Investment holding
Ltd. (“JF Asia”) US$1 each
BEREM@GEEM) REERRES 00 FREMEIETE KEER
BRAR([HESEMD) Rl
Indirectly held BEES
JF Household Furnishings (BVI)  British Virgin Islands 100% 100 ordinary shares of Investment holding
Ltd. (“JF BVI”) US$1 each
REREAR(BERRES) REEBRES 100k BRREEIETH KEER
BRAR([ESERAR]) =R
Keylink Technology Limited British Virgin Islands 100% 100 ordinary shares of Investment holding
US$1 each
BREABRAR REERRES 100REFREBEIZTH REZER
= A
JF Household Furnishings British Virgin Islands 100% 100 ordinary shares of Investment holding
(Macau) Holdings Ltd. US$1 each
BEREMAMORP) ZK REEBRES 100 EFREEIZTH REZER
BRAAE = A
JF Ningbo *# PRC 100% Registered capital and Manufacturing and
paid-up capital of sales of stainless
US$7,000,000 steel furnishings and
home products and
accessories
=R fE g Y AMEARBREAR SUENHETHMRE
7,000,000 7T XK & A m &R

JF Household Furnishings Limited Annual Report 2010
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29. SUBSIDIARIES (contd) 29. i@ 28
Nominal value of issued
Place of incorporation/ and paid-up ordinary
establishment and Attributable shares/registered
Company operation interest capital Principal activities
ML ERTRARZEER
A F BRI R AR it B iR MEE GZMER FTEXEK
Indirectly held EEES
JF Metal *# PRC 100% Registered capital and Manufacturing and
paid-up capital of processing of stainless
US$140,000 steel rods and other
accessories
e E A E HMEAREEER B3 R N T 5 $AR Je &
140,000% 7T i FiE 4
JF Furniture *# PRC 100% Registered capital of Manufacturing and sales
US$13,500,000 (2009: of wooden furnishings
US$8,500,000) and and home products
paid-up capital of
US$12,000,000 (2009:
US$8,500,000)
£ R (A & 100% & it & 4513,500,000 BENHERHREBRR
ET(ZEZNEF : & B
8,500,000 7T ) & &4
/& & 712,000,000
ET(ZETNF :
8,500,000 7T )
JF Household Furnishings Macau 100% MOP100,000 General trading
Macao Commercial Offshore
Limited #
HRERERmRMBEFEE P 100,000/% 7 #& —REH
BR7 B R~ &
# Statutory financial statements not audited by RSM Nelson # EEMBIRRAER IS EE(EB) M EBMEX
Wheeler
* Wholly-owned foreign enterprise established in the PRC * ERBRKZ NN B E b

REERERARERAA
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30. CONTINGENT LIABILITIES 30. HAEE
At 31 December 2010, the Group did not have any R-ZE—ZTF+_A=+—H AEETETMREKX
significant contingent liabilities (2009: Nil). KARBBE(ZEZTHE &) o
31. COMMITMENTS 31. A&iE
(a)  Operating lease commitments (a) REHERE
At 31 December 2010, the Group had total R=-ZE—ZFF+_A=+—H0 FAEEHRAE
future minimum lease payments under non- T REREY 2 DA HEELEHEE 2 RRKE
cancellable operating leases for leasehold land HemmmT

and buildings falling due as follows:

2010 2009
—E-EF —ETAF
HK$ HK$
BT BT
Within one year —F R 124,500 124,500
(b)  Capital commitments (b) EXREIE
2010 2009
—E-EF —ETNF
HK$ HK$
BT 77T
Construction of the factory premises and  HiE T ¥ % & & E B =
acquisition of plant and machinery T % 4
— Contracted but not provided for — BRI OB R EE 19,809,646 28,552,445

JF Household Furnishings Limited Annual Report 2010
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32. RELATED PARTY TRANSACTIONS 32. EBRALIRS

MR REMIBOMBRENRZ S RERIN RER -
disclosed elsewhere in the financial statements, in the AREBETIFESBEPEEBFBATETUNTIRS -
normal course of business, the Group had the following AAFETEENAZE L ATNESSEAEEERE
transactions with its related parties during the year, = BBEERFHYWOT :

of which certain directors of the Company are also

directors of these companies or held beneficial interests

therein, as follows:

In addition to those transactions and balances

\

3

2010 2009
—E—ZF ZZETNF
HK$ HK$
B T P TT
Sales to M TARHEE
-EREBEEABMBERA — BERSEEHAR/M
(Ningbo X|n|ong A|r-Cond|t|oner Equipment BRAF
Co., Ltd.) (“Ningbo Xinlong”) (I=gaEsEl) = 19,704
- B ELEFAREER A A — Rk EE =R
(Yuyao Jiefeng Air Conditioning Equipment BRAA
Co., Ltd.) (“Yuyao Jiefeng”) (TeppkrEeE ) = 743
Purchases from MUATARIEE
— Ningbo Xinlong — ERERE = 436
— Yuyao Jiefeng —pkER = 5,819
-k e = ARG R A A —ﬁ%ﬁ%f‘émﬁmﬂ%
(Yuyao Jiefeng Fan and Air-conditioning AR A A
Co., Ltd.) 1,955 -
Leasing charges paid to MATARZNHEEER
— Yuyao Jiefeng — ke 533,914 526,833
Processing charges paid to MATAREZNMIE
- Yuyao Jiefeng —HRkEE 14,852 4,216
License fees paid to BMAT AR X MHFE
— A.C.R. Equipment Supplies Limited —RERERMBRAF 120,000 120,000
Rental expenses paid to MATATEZNES
— Senior management —aRERERE 82,800 82,800

The executive directors, Mr. Yan Siu Wai and Mr.
Leung Kwok Yin, have beneficial interests in the above
companies.

In the opinion of the directors, these transactions
with the related parties have been conducted on
normal commercial terms and the terms are fair and
reasonable.

During the year, the key management personnel
compensation paid by the Group were disclosed in note
9 to the financial statements.

EXEAMmBRAT

HTEEFBAREENREAEAER LA RRERE

T M o

EEZRA ZFEBEBALNXZNEERTEHEBGRK
ET OHEGHBAFARE -

REN AEEXHFES
BEH OB -

EEEAEBNMER B
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33.

34.

—FEf =

EVENTS AFTER THE REPORTING
PERIOD

On 29 January 2011, JF Asia, a wholly-owned
subsidiary of the Company (as vendor), entered
into a disposal agreement (“Disposal Agreement”)
with First Priority Inc. (“First Priority”) (as purchaser)
pursuant to which JF Asia agreed to dispose and
First Priority agreed to acquire 100 shares of US$1.00
each of JF BVI (being the entire issued shares of JF
BVI) at a consideration of HK$102,060,703 subject to
certain disposal consideration adjustments. Details
of the Disposal Agreement had been disclosed in an
announcement jointly issued by the Company and
Bounty Wealth Limited, an independent third party
(“Joint Announcement”) on 3 March 2011.

Further, as disclosed in the Joint Announcement, the
Board proposed a distribution of special dividend
of not more than HK$170,000,000 (subject to full
declaration and finalization of the proposed special
distribution) (“Proposed Special Distribution”) and
a reduction of share premium account (“Reduction
of Share Premium”) to facilitate the Proposed
Special Distribution. Details of the Proposed Special
Distribution and the Reduction of Share Premium were
also set out in the Joint Announcement.

APPROVAL OF THE FINANCIAL
STATEMENTS

The financial statements were approved and authorised
for issue by the board of directors on 31 March 2011.

—H=1—

33.

34.

HILFE

BEHREHN

RZFE——F—A=Z+NLA ARANE2EWE
N AR 2 EOM(fE A E ) BEFRirst Priority Inc. ([First
Priority] - fER B H)IZ B EH#(THEH&E]) - &
It L g5 M R = H & A KFirst Priority[F = i B 2
#1100 Z M E1.00X T 2R ) (ALY %R
REREE BETRG) - K18 /102,060,703 7T (18 F
HEREFABME) - HEBBFBEREARE B
3 % = 7 Bounty Wealth Limited® = ZE——F =A =H
FENBEAE([HEAS)RESE -

LoN WA RNEFEE  EFTCEEDERTBA
17ooooooo,%n¢TEJH§ (BFEZFENDIKREGNUAE

ERMEE)([EHERDIK]) - WEZRERRD &
ﬁ(FéJm%ﬁmﬁJMﬁﬁ@%hm R o B BE

B pll 73 Ik A R BB (0 i B 2 s B RN B A A o

b =

Bt B B R AL

BECER=
RN IERE -

E——F=-A=t+—HHtERRENE

JF Household Furnishings Limited Annual Report 2010






	COVER

	CONTENTS
	FINANCIAL HIGHLIGHTS
	CORPORATE INFORMATION
	CHAIRMAN’S STATEMENT
	MANAGEMENT DISCUSSION AND ANALYSIS
	DIRECTORS AND SENIOR MANAGEMENT
	REPORT OF THE DIRECTORS
	CORPORATE GOVERNANCE REPORT
	INDEPENDENT AUDITOR’S REPORT
	CONSOLIDATED INCOME STATEMENT
	CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
	CONSOLIDATED STATEMENT OF FINANCIAL POSITION
	CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
	CONSOLIDATED STATEMENT OF CASH FLOWS
	NOTES TO THE FINANCIAL STATEMENTS
	BACK COVER


