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FINANCIAL SUMMARY

HEREE
2009 2010 2011 2012 2013
—EEhNF —ZTETF E—% ZT—= —E-=F
HK$ HKS$ HKS$ HK$ HK$
BT BT BT BT BT
Results £
Revenue W zs 368,474,160 438,243,822 401,798,257 243,069,464 159,468,209
Profit/(loss) for the year RAREEAFR
attributable to owners of  FE{5 & T (E518)
the Company 21,504,073 18,372,980 18,252,678 (28,300,227) (27,023,443)
Assets and Liabilities BENAE
Total assets BEE 279,792,346 485,931,337 197,774,990 166,998,556 111,358,204
Total liabilities Y=y 95,091,695 273,010,403 149,262,560 116,564,701 86,167,261
Equity attributable to ZAN/NGIEZZS N
owners of the Company JE(L R 184,700,651 212,920,934 48,512,430 50,433,855 25,190,943
Earnings/(loss) sREF,
per share (E518)
Basic H AR 0.12 0.09 0.08 (0.12) (0.11)
Diluted e 0.11 0.08 0.08 12) (0.11)
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CORPORATE INFORMATION
NAEHR

REGISTERED OFFICE

Cricket Square, Hutchins Drive
P. O. Box 2681

Grand Cayman KY1-1111
Cayman lIslands

HEAD OFFICE AND PRINCIPAL PLACE OF
BUSINESS IN HONG KONG

Room 2410-2411, 24/F, China Merchants Tower, Shun Tak Centre,

168-200 Connaught Road Central, Sheung Wan, Hong Kong

PRINICPAL BANKERS

In Hong Kong:
The Hongkong and Shanghai Banking Corporation Limited

In the PRC:

Hua Xia Bank

China Merchants Bank
Bank of China

CAYMAN ISLANDS PRINCIPAL SHARE
REGISTRAR AND TRANSFER OFFICE

Maples Fund Services (Cayman) Limited

PO Box 10983, Boundary Hall, Cricket Square
Grand Cayman, KY1-1102

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Tricor Investor Services Limited
Level 22, Hopewell Centre

183 Queen’s Road East

Hong Kong

STOCK CODE
0776

INVESTOR RELATIONS

For other information relating to the Company, please
contact Corporate Communications Department
website: www.776.hk

e-mail: ir@776.hk
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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 2013.

The Group is facing unfavorable market conditions due to the
Europe’s debt crisis is yet out of the shadows, depressing demand
from customers and increasing cost of labour and raw materials
in PRC. The Group’s turnover decreased by approximately
HK$83,601,000 to approximately HK$159,468,000. In 2013,
the Group’s loss attributable to shareholders was approximately
HK$27,023,000, representing a drop of approximately
HK$1,277,000 as compared to that of 2012. The decrease in the
Group’s loss was mainly attributed to the decrease in loss from
operations and income tax expense during the year.

Affected by typhoon Fitow, which led to the mechanical and
electrical equipment requiring repair and replacement, and some
work in progress and finished goods being discarded for a subsidiary
of the Group situated in Yuyao, Ningbo. The impairment loss of
inventories and office equipment resulted from the typhoon Fitow is
approximately HK$5,601,000.

After acquiring the hotels in the PRC, we hope that the Group can
penetrate into the hotel business. The Group is trying exploring into
the hotel industry all over the world.

BUSINESS REVIEW
HOUSEHOLD PRODUCTS BUSINESS

The household products business had continuously recorded
losses, due to the overall situation in the international and the
PRC household products market, such as the global financial
crisis including the European crisis and intense competition in
the household products market. The Group’s turnover from the
household products business for the year was approximately
HK$159,426,000 (2012: approximately HK$243,069,000),
representing an annual decrease of 34.4%. The net losses were
approximately HK$11,848,000 (2012: approximately HK$4,445,000).

CHAIRMAN'S STATEMENT
ETE®/E
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CHAIRMAN'S STATEMENT
TE®/E

BUSINESS REVIEW (Continued)
PROPERTY INVESTMENT BUSINESS

In addition to the existing business in the PRC, the Group is
actively seeking business opportunities in Hong Kong. During the
year, the Group acquired an investment property in Hong Kong for
rental income. The Group believes that the acquisition will create
an opportunity for exploring in property investment market. The
Group’s turnover from the property investment business for the year
was approximately HK$42,000. The net losses were approximately
HK$1,214,000, mainly due to fair value loss on investment property
which is a non-cash item.

HOTEL BUSINESS

The economic development in the PRC will continue to be
underpinned by rapid urbanization, continuous wealth accumulation
and rising disposable income. It contributed to the growing
demand in travelling and the significant increase in mainland
Chinese travelers, which has driven the expansion in the tourism
industry. According to the World Tourism Organisation (“UNWTQO”),
a specialised agency of United Nations, worldwide international
tourism receipts approximately US$1.3 trillion in 2012. Also,
international tourist arrivals grew by 5% in 2013 to 1.087 billion
and UNWTO forecasts a growth in international tourist arrivals of
between 4% and 4.5% in 2014. In light of the growing prospects of
the tourism industry, the Group has been seeking and considering
opportunities for hotel business.

On 31 December 2013, the Group entered into a conditional sale
and purchase agreement to acquire commercial properties situated
at Jin Xiu Lan Wan, Economic Development Zone, Fushun City,
Liaoning Province, the PRC with a total gross floor area of 1,669.54
square metres. The commercial properties will be reconstructed into
a quality hotel with completion scheduled in second half of 2014.

On 26 February 2014, the Group entered into a non-legally binding
memorandum of understanding with #E|[E1E 5 =it ZEFI 3 AR A A
in relation to the acquisition of the non-residential building which
situated at Jin Xiu Lan Wan, Economic Development Zone, Fushun
City, Liaoning Province, the PRC with a total gross floor area of
approximately 17,076.52 square metres. The Group intends to
turn the property into a high-end hotel. The hotel is expected to be
commence of business in 2014.

The Group is of the view that the acquisitions of properties would
allow the Group to diversify into a new line of business. The Group
plans to establish a highly reputable hotel management business
in the PRC and other countries and regions of the world and will
continue to identify suitable investments in the hotel industry.

EKOREE)

MEREER
BRURPBENRARBEIN NREETERISKEE

MEBEKE -FR AEERE-—RUREENERE
P UERAS A - AEBEREZUESARM
BlEMEIT AMEREMS -FRN AEEREWE
WEEBNEEBN H42,0008 T BEFEOA
1,214,0008 7L T ERAREMELABEHEE
(JEIREEB TR -

B JE R

WAL B BRAE HEAE ~ B & A TR R N AT STBCURAKY
TEFE N FEERS T ENLEER KM EER
M FA KRBTSR - PEAMBERT ABKEIEMN &
BIRERER - RIRH A B Rk EA (et
RIFEAR ] BEBEN—EEREB)NER 2
BERERERAR T ——FH1.3BRET - =
T-=FERBETABILINGS - ZE210.87BA T
Be Bt RIREAMTEN —T—NENBEEREEAS
K IE 4% ZE4L.5% - ERIRBEEA R MEF - AEE—
ESRUZEBEEETEAEE -

RZB—=F+-A=+—B FAEEITLEKEE
Bihad  ABALA T BEERRIETEBME RS
BREREERER1,660.54F FRNEEME - %
BEYERBEKBERE B BR T —MEFET
FERT -

RIZB-—ME-A-+XRB AEEEREIFESFH
ERZEBR QB HURBAIN  BIE 2 E #R ™ L 75
HERBREEZEMBERN7,076.62F 77 K FE
FEEEFAILTRERORINFREETE - NEE
B ZMERER — RS EBE YRR TN
FHRBEE-

AEERS WBEMEBESANREEAF N EHER
o ARE IR ST E RS REMBER MItRET
BESEZNAEEERE WREEMEBEETEZ
BEKRE -
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BUSINESS REVIEW (continued)
HOTEL BUSINESS (continued)

The Group shall further review its business strategy on its hotel
business. We will expand our management team in respect of hotel
management by recruiting more experts from this industry and work
with other famous hotel management companies. The Board has
been actively seeking opportunities to diversify the business scope
and to broaden the revenue base of the Group.

OUTLOOK AND FUTURE PROSPECTS

The World Economic Outlook projections imply that global growth
will strengthen gradually. However, the global economic growth is
expected to remain challenging in the immediate future. Downside
risks will still continue to dominate the outlook. Household business
will continue to tackle difficulties as they face rising labour costs
and intense competition in the PRC. So the Group is seeking other
business opportunities to diversify the business base.

Looking forward, hotel and tourism industries are currently
encountering key opportunities for strategic development. To achieve
this strategic development, our business strategies are developing
and investing in quality hotels in the PRC and other places to
maintain long term growth and the profitability of the Company. In
the future, the Group shall continue to put resources to strengthen
its branding and position in the hotel business and to explore further
quality investment opportunities to enhance shareholders’ wealth.

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.

Cheng Ting Kong
Chairman
Hong Kong, 31 March 2014
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWE DN

RESULTS OF OPERATIONS

For the fiscal year ended 31 December 2013, the Group reported a
turnover of approximately HK$159,468,000, representing a decrease
of 34.4% from that of the fiscal year of 2012. The decrease in
turnover is due to European economy continued to worsen and
intense competition in household products market during the year.

Gross profit margin increased from 2.5% in 2012 to 4.3% in 2013
as mainly the change of product mix in which higher proportion of
products are with higher profit margin in 2013.

Other income decreased from approximately HK$1,926,000 in 2012
to approximately HK$1,390,000 in 2013, mainly due to the decrease
in write back of trade and other payables during the year.

Distribution costs dropped from approximately HK$1,243,000 in
2012 to approximately HK$658,000 in 2013 due to the decrease
in sales and thus decrease in transportation cost and declaration
charge during the year.

Administrative expenses decreased from approximately
HK$31,843,000 in 2012 to approximately HK$22,405,000 in 2013,
mainly due to decrease in expenses on staff cost, other tax and legal
and professional fee.

Other operating expenses of approximately HK$8,042,000 which
mainly included approximately HK$1,252,000 and approximately
HK$5,601,000 in respect of the recognised fair value loss on
investment property and impairment loss on inventories and office
equipment as result of typhoon Fitow respectively.

Finance costs decreased from approximately HK$4,188,000 in 2012
to approximately HK$3,275,000 in 2013, as the bank borrowings
decreased.

Income tax expense decreased from approximately HK$8,220,000 in
2012 to approximately HK$916,000 in 2013, mainly due to decrease
of profit and no PRC land appreciation tax during the year.

HE-ZT—=F+_-_A=+—HILWHFE AEE
SRS L FEH159,468,0008 7T M T — —F K

FETFES4.4% o &5 TR TN FRNBOM S ESR
BRECRREERMIZHF MU -

EMEE - E-—"FH2% EHE_T—=FH
43% FTERHRN T =—FEREBNRE EPH
BERSNERMELIIRSMR-

HWAR T —ZF41,926,0008 TR E_E
—=%#1,390,000 T  TEANFRENES X
H Al & At SR [ BOR A BT B

DAY —F— —F 41,243,000 T T2 —F
— = #J658,000/8 7L ' YRR HEE RV BEFRNE
BN REE R TR -

THRASZMH —FT— —F431,843,0008 TRV &= =
T —=F422405,0008 70 TEAREIRA - H
HHBAREEREEEBROASRD

H b4 2 57 49 /58,042,0008 T DRITERFED

RIREDERNAEFIEL1,252,0008 TUARTFE
T 3N 5% 45 R e R 3F 45 7= A RO R (B 5 18 495,601,000
BT e

HRBITEERD BEXNAK T —ZF48
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MANAGEMENT DISCUSSION AND ANALYSIS

USE OF PROCEEDS FROM THE PLACING OF
SHARES

The Company raised its fund by way of a private placement of
47,867,000 shares of the Company at the placing price of HK$3.14
per share on 27 January 2014. Net proceeds from the placing of
shares amounted to approximately HK$149,506,000 (after deducting
the placing commission and legal and professional expenses). Such
net proceeds have been used in the following manner:

BEEENWR DN

EEROHAERENRE

RZFE—WMF—A=++tH ' ARaEFEKI14E
T LB (& - LAFL A B S 220 BE 5 47,867,000% 2
RARMDUNESEES -FLERNDMAMBRIEFEEL
149,506,000 T (HREERE R ERUREXE
&) BB REFEATIANER :

Amount used as
at the date of

Amount raised this report

RS B H

JZEEk ] EFEREE

(HK$) (HK$)

(BT) (%7T)

General corporate and working capital purpose —f# ¥R L EE S AE 149,506,000 100,000,000
MATERIAL ACQUISITIONS AND DISPOSALS BERKEBRELHE

On 31 December 2013, the Group entered into a conditional sale
and purchase agreement with an independent third party (the
“Vendor”). Pursuant to the agreement, the Vendor agreed to sell and
the Group agreed to purchase commercial properties situated at Jin
Xiu Lan Wan, Economic Development Zone, Fushun City, Liaoning
Province, the PRC at a total cash consideration of approximately
HK$13,259,000. Up to the date of this report, approximately
HK$5,107,000 has been paid for deposit. For details regarding the
acquisition, please refer to the announcement of the Company dated
31 December 2013 and note 18.

R_E—=F+-_A=+—H A£EEHE—FZB
E=FTBADITLEKGEEHRE BERE
BEFRAELEMASEREEEMNNTREZLE
B ERZERERGRENEENE BRENE
#1/13,259,0008 - EEARMEBH - BEZTH
5,107,000 TiE® - BAKEN S F2HAA
AIHA-TE—=F+_A=1+—HHAE LK =T
18 °
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWE DN

LIQUIDITY, FINANCIAL RESOURCES AND FUNDING

As at 31 December 2013, the Group had cash and bank
balances of approximately HK$23,390,000 (2012: approximately
HK$36,260,000) and net current assets of approximately
HK$2,660,000 (2012: approximately HK$35,030,000) which
was approximately HK$32,370,000 less than approximately
HK$35,030,000 recorded in 2012, due to decrease of inventories,
prepayments and restricted cash and bank balances.

The Group had bank borrowings of approximately HK$35,661,000
as at 31 December 2013 (2012: approximately HK$44,047,000). All
borrowings were repayable within one year. The Group’s borrowings
carried interests at fixed and floating interest rate.

As at 31 December 2013, the Group had current liabilities
of approximately HK$84,451,000 (2012: approximately
HK$114,849,000), which was lower than the closing balance for
2012 of approximately HK$114,849,000. The decrease in current
liabilities was mainly due to the decrease in bank borrowings and
trade and bills payables.

BANK LOANS

As at 31 December 2013, bank borrowings of approximately
HK$19,209,000 (2012: approximately HK$17,373,000) were secured
by leasehold land and certain buildings owned by an independent
third party and pledged deposits of the Group.

GEARING RATIO

The Group’s gearing ratio, which was derived from the total bank
borrowings to total assets, increased from 26.4% in 2012 to 32.0%
in 2013, as a result of the decrease in inventories, prepayment and
cash and bank balances of the Group at 31 December 2013.

COMMITMENTS

As at 31 December 20183, the Group’s capital commitments
and operating lease commitments amounted to approximately
HK$8,309,000 and approximately HK$705,000 (2012: HK$Nil and
approximately HK$4,113,000) respectively, attributable to acquisition
of property, plant and equipment and rentals payable for certain of
offices.

CONTINGENT LIABILITIES

As at 31 December 20183, the Group did not have any significant
contingent liabilities (2012: HK$Nil).

10
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MANAGEMENT DISCUSSION AND ANALYSIS

EXPOSURE TO FLUCTATION IN EXCHANGE RATES
AND RELATED HEDGES

All transactions of the Group are denominated in Renminbi (“RMB”),
Hong Kong dollars, European dollars (‘EUR”) or United States dollars
(“USD”). 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 USD.

EMPLOYEES AND REMUNERATION POLICY

As at 31 December 2013, the Group employed approximately
380 staff in the PRC and Hong Kong, representing a decrease
of approximately 120 staff from 31 December 2012. The Group’s
remuneration to employees, including Directors’ emoluments,
decreased by approximately HK$6,729,000 to approximately
HK$27,400,000 for the fiscal year of 2013.

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.

TREASURY POLICIES AND CAPITAL STRUCTURE

The Group adopts a prudent approach with respect to treasury and
funding policies, with a focus on risk management and transactions
that are directly related to the underlying business of the Group.

FINAL DIVIDEND

The Board does not recommend the payment of final dividend for the
year ended 31 December 2013 (2012: HK$NIil).

EVENTS AFTER THE REPORTING PERIOD

Details of significant events after the reporting period as set out in
note 38 to the financial statements.
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BIOGRAPHICAL DETAILS OF DIRECTORS
EEZHABERE

EXECUTIVE DIRECTORS

Mr. Cheng Ting Kong, aged 39, who has been appointed as an
executive Director and the chairman of the board of directors on 21
September 2012 and 5 October 2012 respectively. Mr. Cheng has
also been appointed as the chairman of the board of directors and
executive director of Sun International Resources Limited (stock
code: 8029) (“Sun International”), a company listed on the Growth
Enterprise Market of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) with effect from 5 July 2013.

Ms. Yeung So Lai, aged 36, joined the Company in September
2012. Ms. Yeung is experienced in corporate management. Ms.
Yeung is currently an executive director and chief executive officer
of Sun Century Group Limited (stock code: 1383) (“Sun Century”),
a company listed on the Main Board of the Stock Exchange. Ms.
Yeung was an executive director of Sun International from 1 April
2011 to 13 August 2013. She is presently also a director of a
number of private companies engaged in the business of bird’s nest
trading and investment holding.

Mr. Leung Ming Ho, aged 38, joined the Company in October
2012. He holds a Bachelor of Business Administration degree in
marketing from the Hong Kong Baptist University. Mr. Leung has
extensive experience in marketing and management and was the
General Manager of Pro Vision Technology Ltd. He has appointed
as Assistant to General Manager of Sun International from 2011 to
31 December 2012. Mr. Leung was an executive director of Sun
Century from 2 September 2011 to 31 July 2012.

Mr. Leung Kwok Yin, aged 61, 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 the
Hong Kong Polytechnic University in 1975 with a technician diploma
in electrical engineering.
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BIOGRAPHICAL DETAILS OF DIRECTORS

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Fung Tze Wa, aged 57. He is a certified public accountant and
a director of an accounting firm in Hong Kong. Mr. Fung has various
years of experience in auditing, taxation and company secretarial
practice in Hong Kong. He obtained a master degree in professional
accounting from the Hong Kong Polytechnic University in 2000.
He is a member of the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”), the Chartered Association of Certified
Accountants, the Taxation Institute of Hong Kong and the Society of
Chinese Accountants and Auditors. He has also been appointed as
the independent non-executive director of China Haidian Holdings
Limited, a company incorporated in the Cayman Island with limited
liability and the issued shares of which are listed on the Main Board
of the Stock Exchange (Stock Code: 0256), since April 2004 and
Jiwa Bio-Pharm Holdings Limited, a company incorporated in
Bermuda with limited liability and the issued shares of which are
listed on the Main Board of the Stock Exchange (Stock Code: 2327),
since September 2004. From April 2004 to February 2012, he was
an independent non-executive director of New Capital International
Investment Limited, a company incorporated in the Cayman Islands
with limited liability and the issued shares of which are listed on the
Main Board of the Stock Exchange (Stock Code: 1062).

Mr. Ting Wong Kacee, aged 38. He holds a Master of Laws and
Postgraduate Certificate in Laws from City University of Hong Kong.
He is currently a member of The Hong Kong Bar Association.

Mr. Tse Ting Kwan, aged 38. He holds a Bachelor’'s Degree in
Business Administration. He is currently a fellow member of the
Association of Chartered Certified Accountants and an associate
member of the HKICPA. Mr. Tse has over 10 years of experience
in auditing, finance and accounting. He is currently the financial
controller of Chinese People Holdings Company Limited, a company
incorporated in Bermuda with limited liability and the issued shares
of which are listed on the Main Board of the Stock Exchange (Stock
Code: 0681).
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REPORT OF THE DIRECTORS
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The Board are pleased to present their report together with the
audited financial statements of the Group for the year ended 31
December 2013.

The Company was incorporated in the Cayman lIslands 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 AND SUBSIDIARIES

The Company acts as an investment holding company. The activities
of its principal subsidiaries as at 31 December 2013 are set out in
note 33 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2013
and the state of affairs of the Group at that date are set out in the
consolidated statement of profit or loss and consolidated statement
of financial position of this annual report respectively.

The Board do not recommend payment of any final dividend for the
year ended 31 December 2013 (2012: HK$NIil).

RESERVES

Details of the movement in the reserves of the Group and the
Company during the year are set out in the consolidated statement
of changes in equity and note 32(b) to the financial statements
respectively.

DISTRIBUTABLE RESERVES

At 31 December 2013, the Company’s reserves available for cash
distribution amounted to approximately HK$29,891,000. 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.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the Group
during the year are set out in note 16 to the financial statements.
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INVESTMENT PROPERTIES

Details of movements in investment properties of the Group during
the year are set out in note 17 to the financial statements.

SHARE CAPITAL

Details of movements in share capital of the Company during the
year are set out in note 27 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:
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FEEFRHER

RAMBEEAR  T2EF REEE D FME A K EH
ERRBENERMOT

Percentage of the Group’s
total Sales/Purchases

HAEEHE RBAEA L
The largest customer RAEF 98.77%
Five largest customers in aggregate AAREFAF 99.52%
The largest supplier A ER 38.51%
Five largest suppliers in aggregate hAHERER 68.61%

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.

DIRECTORS

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

Executive Directors

Mr. Cheng Ting Kong (Chairman)

Ms. Yeung So Lai

Mr. Lui Man Wah (Resigned on 8 July 2013)
Mr. Leung Ming Ho

Mr. Leung Kwok Yin

Independent Non-Executive Directors

Mr. Fung Tze Wa
Mr. Ting Wong Kacee
Mr. Tse Ting Kwan
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REPORT OF THE DIRECTORS
EEEHRE

BIOGRAPHICAL DETAILS OF THE DIRECTORS

The biographical details of the Directors are set out on page 12 to
page 13 of this annual report.

DIRECTORS’ SERVICE CONTRACTS AND ROTATION

The appointment of each Director is subject to retirement by rotation
and, being eligible, offers themselves for re-election in accordance
with the Company’s articles of association. All of the executive
Directors do not entered any service contract with the Company. All
of the independent non-executive Directors has entered a service
contract with the Company for a term of 3 years and is subject to
retirement by rotation and re-election in accordance with the articles
of association of the Company and the Corporate Government Code
as set out in Appendix 14 to the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”).

In accordance with the provisions of the Company’s articles of
association, Mr. Cheng Ting Kong, Ms. Yeung So Lai and Mr. Fung
Tze Wa will retire from office by rotation and, being eligible, offer
themselves for re-election at the forthcoming annual general meeting
(*AGM”).

None of the Directors has entered or has proposed to enter into any
service contract with the Company or any of its subsidiaries which
is not expiring or determinable by the employing company within
one year without payment of compensation other than statutory
compensation.

DIRECTORS’ EMOLUMENTS

Details of Directors’ emoluments on a named basis are set out in
note 10 to financial statements.

ANNUAL CONFIRMATION FROM INDEPENDENT
NON-EXECUTIVE DIRECTORS

The Company had received written confirmation from each of
the independent non-executive Directors of their independence
pursuant to rule 3.13 of the Listing Rules and both the Board and
the Nomination Committee considered that all independent non-
executive Directors are independent.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES
OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 31 December 2013, the interests and short positions of the
Directors 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 (the “SFQ”)) (the
“Associated Corporations”) as recorded in the register required to be
kept by the Company under section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code”) were as follows:

Number of shares
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EERAQAHEABEBRRD - A8
ERORESHHERERXR

R-ZB—=ZF+-"A=+—H REEFLHERK
FIFE352EARBATHFENECMATLE  HRE
EHETAESTETERR S 2R ESTU(TREST
A DEMEARBI MR ARESNARRRE
EAREEE(EERESMPEHRI(TES RS
R 1) SEXVER (T A8EEEE 1) r B tn ~ BB D K&
R SORBIT -

Percentage of aggregate

LUES interests to total number

Personal Family Corporate of shares in issue®
Name of Director interests interests Interests Total BEEEEERITRG
EEMR B AR KRR N e B BYZBED?
Mr. Cheng Ting Kong
EBTHEE - - 179,407,488% (L) 179,407,488 (L)' 74.96%
Notes: st
1. The letter “L” represents the Director’s interests in the Shares and underlying 1. FHRILIRERZBRAD Ak E AR B A %D & i8R

Shares or, as the case may be, the equity interest of the Company or its
associated corporations.

2. This represents interests held by Mr. Cheng Ting Kong through Power Ocean
Holdings Limited (“Power Ocean”), which holds 179,407,488 shares of the
Company. Mr. Cheng Ting Kong has 50% interest in Power Ocean, he is
therefore deemed to be interested in 179,407,488 shares of the Company.

3. The percentage has been adjusted based on the total number of shares of the
Company in issue as at 31 December 2013 (i.e. 239,339,000 shares).

Save as disclosed above, as at 31 December 2013, none of the
Directors had any other interests or short positions in the shares,
underlying shares or debentures of the Company or any of its
Associated Corporations which had been entered in the register kept
by the Company pursuant to Section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code.

D RIERNE ) RO HE s

2. HREBTBEEEBNEERBRAR(NE] HiFE
ARARE179,407,488R 15 ) I BRI - BT BEEHER
71/850% 485 - At - AR AR AN A F]179,407,4880% A%
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DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No contract of significant 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.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

During the year and up to the date of this annual report, none of
the Directors are considered to have interests in a business which
competes or is likely to compete, either directly or indirectly, with the
businesses of the Group, as defined in the Listing Rules.

PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, there was sufficiency of
public float of the Company’s securities as required under the Listing
Rules up to the date of this report.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
Articles of Association or the laws in the Cayman Islands.

SHARE OPTION SCHEME

The Company’s share option scheme (the “Scheme”) was adopted
pursuant to the shareholders’ resolution passed on 26 November
2008. No options granted under the Scheme since its adoption on
26 November 2008 are still outstanding. During the year ended 31
December 2013, no share option were granted, exercised or lapsed.
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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$25,000) 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.

CONNECTED TRANSACTIONS

During the year, the Company did not have any connected
transactions which were subject to requirements of the Listing Rules.
Other transactions which exempted from the requirements of the
Listing Rule are also disclosed in note 37 to the financial statements
as related party transactions.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole and any substantial part of the business of the Company were
entered into or existed during the year.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold
or redeemed any of the Company’s shares during the year.
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AUDITOR

REPORT OF THE DIRECTORS

BB ED

A resolution to re-appoint the retiring auditors, RSM Nelson Wheeler, —EABEHEZTEIZHEPIFEE(FE) 2t
will be proposed at the forthcoming AGM. There has been no iSRRI AERENEEREBFEAS FIEH -8
change of the Company’s auditors since its incorporation. AR B R AR L BAZR » AN/ B3 4 5 A BT o

On behalf of the Board

Cheng Ting Kong
Chairman

31 March 2014

REREFS

BTE
EY

—E-MFE=A=+—H

nishings Limited Annual Report 2013



CORPORATE GOVERNANCE REPORT

CODE OF BEST PRACTICE

The Group is committed to ensuring high standards of corporate
governance and business practices. The Company’s corporate
governance practices are based on the principles and the code
provisions (the “Code Provisions”) as set out in the Corporate
Governance Code and Corporate Governance Report, amended
from time to time (the “CG Code”) contained in Appendix 14 of the
Rules Governing the Listing of Securities on the Stock Exchange. As
far as the CG Code is concerned, during the year and up to the date
of this annual report, the Company complies with all aspect of the
Code Provisions except disclosed below:

Under the CG Code provision E.1.2,
Board should attend the AGM and invite the chairmen of audit,

the chairman of the

remuneration and nomination to attend. However, in the AGM held
on 31 May 2013 ("2013 AGM"), our chairman was unable to attend
the meeting as he had to attend to other business commitments. He
appointed an executive Director to chair the 2013 AGM on his behalf
and answer any question from the shareholders concerning the
Company's corporate governance. As provided for in the CG Code
provision A.6.7, independent non-executive directors should attend
general meetings and develop a balanced understanding of the
views of shareholders. Three independent non-executive directors
were unable to attend the 2013 AGM.

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 2013.

THE BOARD

The Board has a balance of skill and experience and a balanced
composition of executive and non-executive Directors and is
responsible for oversight of the management of the Company’s
business and affairs. The Board has delegated the day-to-day
responsibility to the executive Directors and senior management of
the Company.

As at 31 December 2013, the Board comprised of seven members,
namely the Chairman and three other executive Directors and
three independent non-executive Directors (the biographies of the
Directors are set out on page 12 to page 13).
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CORPORATE GOVERNANCE REPORT
ERERBE

THE BOARD (Continued)

The Board considers that its diversity, including gender diversity, is
a vital asset to the business. The Board adopted a Board diversity
policy for better transparency and governance. Board appointments
are based on merit and candidates are considered against objective
criteria, having due regard for the benefits of diversity on the Board,
including but not limited to gender, age, cultural and educational
background, ethnicity, professional experience, skills, knowledge and
length of service.

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. Three Board committees, namely, the
Audit Committee, the Remuneration Committee and the Nomination
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.

All the Directors have actively participated in the review and
monitoring of the Company’s business. The Board meets regularly
and at least 4 times a year. Between scheduled meetings, the senior
management of the Group provides information to the Directors
on a regular basis regarding the activities and development in
the businesses of the Group. The Directors have full access to
information on the Group and independent professional advice in
appropriate circumstances, at the Company’s expense. With respect
to regular meetings of the Board, the Directors will be given written
notice of the meeting at least 14 days in advance and an agenda
with supporting Board papers no less than 3 days prior to the
meeting. For other meetings, the Directors are given as much notice
as is reasonable and practicable in the circumstances. If a Director
has a conflict of interest in a matter to be considered by the Board
which the Board has determined to be material, the matter will be
dealt with by a physical Board meeting. All minutes of Board and
Board committee meetings are kept by the company secretary to
record in sufficient details the matters considered and decisions
reached by the Board or Board committee, including any concerns
raised or dissenting views expressed by any Director. These minutes
are available for inspection at any reasonable time on reasonable
notice by any Director.

During the year ended 31 December 2013, a total number of
seven (7) Board meetings, two (2) Audit Committee meetings, one
(1) Remuneration Committee meetings and one (1) Nomination
Committee meetings were held. Minutes of these meetings are
kept by the Company Secretary of the Company and are open for
inspection by the Directors.
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CORPORATE GOVERNANCE REPORT

THE BOARD (Continued)

The Directors are able, upon reasonable request, to seek
independent professional advice in appropriate circumstances, at the
Company’s expenses. The Board shall resolve to provide separate
appropriate independent professional advice to the Directors to

assist the relevant Directors to discharge their duties.

The Company has received annual confirmations of independence
from all existing independent non-executive Directors and considers
them independent.

The Directors except for the independent non-executive Directors,
have no fixed terms of appointment but are subject to re-election at
the AGM of the Company in accordance with the Company’s article
of association.

DIRECTORS’ TRAINING

Pursuant to Code Provision A.6.5, all directors should participate
in continuous professional development to develop and refresh
their knowledge and skills. This is to ensure that their contribution
to the Board remains informed and relevant. Up to the date of this
report, all Directors have participated in appropriate continuous
professional development activities by attending training course or
reading materials on the topics related to corporate governance
and regulations or the Company’s business or their duties and
responsibilities.

The individual training record of each Director received for the year
ended 31 December 2013 is summarised below:

Name of Directors

EREB®RE

EEgn)

EEARABERREREBRATSREXER
FHEHZK —Jg(jft %%E//\/kn% Eljﬁggh'f/\ﬁl
MBYEXRER UHHERESTETERE -

RAREERSREBLIFNTESHEBE LIEEL
NFEERER TREREHBBIA L

EFEBEFATERRINTEBEREFH  ER
BARRZ EBERANRARRBRBF KNS EER
BiEo

i

B

RIFTANGXFEACLK FMEEER2EBERR
R BRUEMEMBRKE NRREEEEA
BEEEMRYAARZBEATHESSELER
BEEARERHIL MEEEHERLFEERIER
EERERKERALHEIIRZLMBEBARR RS X

REBELBERAEHNNSTAMBESENHESR
%%E/ﬁ@”
RBE_Z—=F+A=+—RBIEFEANEESAM

BRIB BRI Estan T

Attending seminar(s)/programme(s)/
reading relevant materials in relation
to the business or directors’ duties

HFEEERSESHEREREZ
EEHE BEREREEEER
Mr. Cheng Ting Kong BT B kA Yessz
Ms. Yeung So Lai BEBZT Yesz
Mr. Lui Man Wah AXERE
(Resigned on 8 July 2013) (R=ZF—=F+H/NHEE) Yes;2
Mr. Leung Ming Ho B4 S A Yessz
Mr. Leung Kwok Yin REE A YesfE
Mr. Fung Tze Wa HFELRE Yesi&
Mr. Ting Wong Kacee TS E Yesz
Mr. Tse Ting Kwan HEES A Yessz
EURERRARAT 20136H% 23
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DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The Directors are responsible for the preparation of the financial
statements of the Group for the relevant accounting periods under
applicable statutory and regulatory requirements which give a true
and fair view of the state of affairs, the results of operations and cash
flows of the Group. In preparing the financial statements for the year
ended 31 December 2013, suitable accounting policies have been
adopted and applied consistently. The financial statements for the
reporting year have been prepared on a going concern basis.

The individual attendance records of each Director, on a named
basis, at the meetings of the Board, Audit Committee, Remuneration
Committee and Nomination Committee during the year ended 31
December 2013 are set out below:

ESHUBHRRNER

SR ARBERANEIEMEE ERREASERE
At RNy BERE BEEATHERAKENE
B ZEXERRERE NEHEEE_T—=
FHt-A=+T—BLEFENMBHRRE 2 —BUK
MEERABENE R - MEFENPHRERIIIZ
FBEQRERERY -

RBE_Z—=Ff+_A=+—BILtFE JREZE
IHFESEE BRZEE FMZBEERREREER

th
NGB LEAREIIWMAT

Attendance/Number of meetings entitled to attend

HER/ARLEERNRY
Annual

Audit Remuneration Nomination General
Name of Director Board Committee = Committee = Committee Meeting?
ESpE EEg ENZEEE FMEEE REZEE RREFAE
Number of Meetings EE Ve 7 2 1 1 1
Executive Directors HiTEZE
Mr. Cheng Ting Kong BT HEE 77 = = = 0/1
Ms. Yeung So Lai BEEZLT 717 - - - 11
Mr. Lui Man Wah' BN E LA 1/3 - - - 0/1
Mr. Leung Ming Ho DS 77 = = = 1/1
Mr. Leung Kwok Yin REBRAE 3/7 - - - 0/1
Indlependent Non-executive Directors — BB TEE
Mr. Fung Tze Wa BFELE /7 2/2 11 1/1 0/1
Mr. Ting Wong Kacee TERE /7 2/2 1/1 1/1 0/1
Mr. Tse Ting Kwan HEHEE 77 2/2 11 11 0/1
Notes: B3
1. Mr. Lui Man Wah was resigned as director of the Company on 8 July 2013. . AXEIER_E—=F+A)\BBEIARAGTES-
2. 2013 Annual General Meeting held on 31 May 2013. 2. T ERRPFAEGN T =FRA=+—HET-
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REMUNERATION COMMITTEE

The Remuneration Committee is responsible for ensuring that the
Company has formal and transparent procedures for developing
and overseeing its policies on the remuneration of the Directors and
senior management. The committee’s authorities and duties are
set out in written terms of reference. The Remuneration Committee
comprises the following three members, all independent non-
executive Directors:

(i) Mr. Ting Wong Kacee, Chairman of Remuneration Committee

(if) Mr. Fung Tze Wa

(iii) Mr. Tse Ting Kwan

The terms of reference of the Remuneration Committee are in
compliance with the Code on Corporate Governance Practices as
set out in Appendix 14 of the Listing Rules. Given below are main
duties of the Remuneration Committee:

(i) to make recommendations on the Company’s policies and
structure for all the remuneration of Directors;

(if) to propose the specific remuneration packages of the
executive Directors, and to make recommendations on the
remuneration of the non-executive Directors for the Board’s
approval;

(i) to review and propose performance-based remuneration
for executive Directors by reference to corporate goals and
objectives resolved by the Board from time to time; and

(iv) to administer and make determinations with regard to the
Company’s share option scheme.

ERERBE

FMEES
FMEESRERRARARAAERARBEANEFZE
REERAEERSREEENFHBK -Z8EM
BAMBEREHAA -FTMEEEHRAT=RKE
(RBBIIFATER)AMN

() TEEE FMEESERE
(ii) HTFELRE
(i)  HEHKLE

HINE B a0 BARE E 8 R AR B KT 8+ IO P Ek
CEERFRT -UATRFHZESNTIERE -

(i) RARFRMEESHFMOBRRRRBIRLZ

22 o
=22

(i)  BMATEEOEEHFMGBRELERS Rt
WITESFNHFMRLES  AHEFSHE

(i) REBFSTRHRENCESTHRBERH
TEEMERAETHMEL RS REHE: &

(v)  BITREBEEARBERESS -

BEXEHAMRERLA 2013F3R
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TREB®RSE

AUDIT COMMITTEE

The Company has established an Audit Committee with written
terms of reference in compliance with the Code on Corporate
Practices as set out in Appendix 14 of the Listing Rules. The Audit
Committee comprises the following three members, all independent

non-executive Directors:

Mr. Fung Tze Wa, Chairman of Audit Committee

Mr. Ting Wong Kacee

Mr. Tse Ting Kwan

Given below are the main duties of the Audit Committee:

0

(i)

(i)

(iv)

to make recommendations with respect to the appointment,
re-appointment and removal of the Company’s external
auditor, and to evaluate their independence, objectivity and
effectiveness of the audit process;

to review and monitor the interim and annual financial
statements, reports and accounts of the Company, and to
review significant and judgemental financial reporting issues
contained therein;

to review the Company’s financial controls, internal controls
and risk management systems; and

to discuss with the management the system of internal
controls, and to ensure that the management has discharged
its duties and responsibilities in implementing an effective
internal control system.

JF Household Furnishings Limited Annual Report 2013
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AUDITOR’S REMUNERATION

During the year ended 31 December 2013, the fees paid/payable to
auditor of the Company, RSM Nelson Wheeler, for the provision of

audit services and non-audit services as follows:

ERERBE

BT =

RBE_Z—=F+-RA=1+T—HILFE HRHE
AR KSR EET RIS AN RN AR R BB+ I E
E(FB)GMEBAM BRI ¢

2013 2012

—_E—= —E—_F

Nature of services HK$ HK$
R ME BT BT
Audit e 580,000 550,000
Others HAith 5,500 211,500
585,500 761,500

NOMINATION COMMITTEE

The Company has established a Nomination Committee with written
terms of reference in compliance with the Code on Corporate

Practices as set out in Appendix 14 of the Listing Rules. The
Nomination Committee comprises the following three members, all
independent non-executive Directors:

(i)

(if)

(i)

Mr. Tse Ting Kwan, Chairman of Nomination Committee

Mr. Fung Tze Wa

Mr. Ting Wong Kacee

Given below are main duties of the Nomination Committee:

(i)

W)

to review the structure, size and composition (by taking into
account the criteria as set out in the Board diversity policy
adopted by the Company from time to time) of the Board
at least annually and make recommendations any proposed
changes to the Board to complement the Company’s
corporate strategy;

to review the Board diversity policy regularly (including
any measurable objectives that the Board has set for
implementing the Board diversity policy and the progress on
achieving those objectives); and make disclosure of its review
results in the corporate governance report of the Company
annually;

REZEE
ARAREMIIRAE B ISR TR AHI 8+ 0 AR
BEEEABATAIRRARELE REEEE
AT = 250 B (R MBS I T B AR

0] WEHE REEEGER

(ii) RTFESLE

iy  TEREE

ATRIZBEZEENEERE -

() BEEIRI-RESSHORE ABRERK
(BHARRRATREANETEZ TEBE

PREMIRE) Y EMZREHAEFTSIR
HER AR A AR BR DR

(i) TEHRTEFEZALBR(BREESNE
EFEZ LR M B E A T 8] 20 Hy
BREUEZEEENERER) 8FEAR
AEEEAME T REL R
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NOMINATION COMMITTEE (Continued)

(i) to identify individuals suitably qualified to become Board
members and select or make recommendations to the Board
on the selection of, individuals nominated for directorships;

(iv) to assess the independence of independent non-executive
Directors; and

(v) to make recommendations to the Board on relevant matters
relating to the appointment or re-appointment of Directors
and succession planning for Directors in particular the
chairman and the president (chief executive officer).

INTERNAL CONTROLS

The Board has the responsibility to maintain an effective internal
control system in order to protect the Group’s assets and
shareholders’ interests. The Board and Audit Committee also
conduct periodic reviews to ensure the effectiveness of the Group’s
internal control system. The internal control system includes a
well established corporate structure and organisation with clearly
defined lines of responsibility and authority. Each department is
responsible for its daily operations, and is also required to implement
and monitor the strategies and polices adopted by the Board and
effective employment of the resources of the Company, in order
to avoid misappropriation of resources and damages made to the
Company’s assets, and prevent against errors and fraud.

The Board and Audit Committee assess the effectiveness of the
internal control system and procedures based on information derived
from discussions with the management of the Company and its
external auditor. The Board and Audit Committee believe that the
existing internal control system is adequate and effective. The review
covers all material controls, including financial, operational and
compliance controls and risk management functions as well as the
adequacy of resources, qualifications and experience of staff of the
Company’s accounting and financial reporting function, and their
training programmes and budget.
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INTERNAL CONTROLS (Continued)

The Board has established a clearly defined scope of activities,
responsibility and authority for each department and its management
staff within the Group. The Group has a defined goal for each
department to accomplish, these goals were discussed in the Board
meeting and pass on to the management through the executive
Directors. These goals will be implemented and closely monitored by
the executive Directors who shall review the operational and financial
results from time to time, and to take any necessary actions for the
improvement of it business activities.

SHAREHOLDERS’ RIGHTS AND COMMUNICATION
WITH SHAREHOLDERS AND INVESTOR RELATIONS

Details of the Last General Meetings

The Company’s AGM is a valuable forum for the Board to
communicate directly with the Shareholders. Under Revised Code
Provision A.6.7, independent non-executive directors should attend
general meetings and develop a balanced understanding of the
views of the shareholders.

Due to other business engagement, Mr. Fung Tze Wa, Mr. Ting Wong
Kacee and Mr. Tse Ting Kwan could not attend the AGM of the
Company held on 31 May 2013. However, at the respective general
meeting of the Company, there were chief executive officer of the
Company and an executive Director present to enable the Board to
develop a balanced understanding of views of the shareholders of
the Company.

Convening a Special General Meeting by Shareholders

Pursuant to the Article 58 of the Articles of Association of the
Company, a special general meeting may be convened by the Board
upon requisition by any shareholder holding not less than one tenth
of the paid up capital of the Company carrying the right of voting
at general meetings of the Company. The shareholder shall make
a written requisition to the Board or the Company Secretary of
the Company, specifying the transaction of any business in such
requisition.

The Board shall arrange to hold such general meeting within two
(2) months after the receipt of such written requisition. Pursuant
to the Article 59 of the Articles of Association of the Company,
the Company shall serve requisite notice of the general meeting,
including the time, place of meeting and particulars of resolutions to
be considered at the meeting and the general nature of the business.
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SHAREHOLDERS’ RIGHTS AND COMMUNICATION
WITH SHAREHOLDERS AND INVESTOR RELATIONS
(Continued)

Convening a Special General Meeting by Shareholders
(Continued)

If within twenty one (21) days of the receipt of such written
requisition, the Board fails to proceed to convene such special
general meeting, the requisitionist(s) may do so in the same manner,
and; all the reasonable expenses incurred by the requisitionist(s)
as a result of the failure of the Board shall be reimbursed to the
requisitionist(s) by the Company.

Putting Forward Proposals at General Meetings

A shareholder shall make a written requisition to the Board or the
Company Secretary of the Company at the head office address
of the Company, specifying the shareholding information of the
shareholder, his/her contact details and the proposal he/she
intends to put forward at general meeting regarding any specified
transaction/business and its supporting documents.

Putting Forward Enquiries to the Board

Shareholders may at any time send their enquiries and concerns to
the Board in writing to the Company’s head office in Hong Kong at
Room 2410-2411, 24/F, China Merchants Tower, Shun Tak Centre,
168-200 Connaught Road Central, Sheung Wan, Hong Kong.

The Company ensures that fair and transparent disclosure is made
for its business and financial performance through a variety of
formal communication channels. Information regarding the Company
will be published in its website: www.776.hk. Interim and annual
reports, circulars and notices of the Group will be despatched to
Shareholders in due course. The website of the Company provides
information such as e-mail address, correspondence address,
telephone numbers etc. for inquiries, and provides information on
business activities of the Company.

The Company’s AGM of Shareholders is a good opportunity for
communication between the Board and the Shareholders. Notice of
AGM and related documents will be sent to Shareholders pursuant
to the requirements of the Listing Rules, and will be published on the
website of the Stock Exchange.

The Company will also meet with the investment community and
respond to their inquiries about the status of the Company from
time to time, so as to strengthen the contacts and communication
between the Company and its investors.
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INDEPENDENT AUDITOR’S REPORT

@) RSM

Audit - Tax - Advisory

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 33 to 100,
which comprise the consolidated statement of financial position as at
31 December 2013, and the consolidated statement of profit or loss,
consolidated statement of profit or loss and other 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.
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AUDITOR’S RESPONSIBILITY (Continued)

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
20183, 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 2014
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

mEBEZER

For the year ended 31 December 2013 HLE T —=F+_A=1+—HIFE
2013 2012
Note HK$ HK$
—=E—= —E——F
s BT P8I
REVENUE W 7 159,468,209 243,069,464
Cost of goods sold BEmiHE A (152,585,516)  (236,935,305)
Gross profit EF 6,882,693 6,134,159
Other income E A 8 1,389,739 1,925,707
Distribution costs D EEAAR (658,271) (1,243,327)
Administrative expenses TERAX (22,405,001)  (31,842,847)
Other operating expenses H by (8,041,783)  (10,022,777)
LOSS FROM OPERATIONS REEHE (22,832,623)  (35,049,085)
Finance costs A& A 11 (3,275,136) (4,187,872)
Gain on disposal of non-current assets HERBELEZIERDEEZ
held for sale g = 19,157,086
LOSS BEFORE TAX MRBLATE 1B (26,107,759)  (20,079,871)
Income tax expense FriS Rt F 12(a) (915,684) (8,220,356)
LOSS FOR THE YEAR ATTRIBUTABLE TO AR TREEAZEREEER
OWNERS OF THE COMPANY 13 (27,023,443)  (28,300,227)
LOSS PER SHARE SRER
Basic HIK 15 (0.11) (0.12)
Diluted BE (0.11) (0.12)
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

— = N2 2
mEeEakEMEERER
For the year ended 31 December 2013 HLE — T —=F+_A=+—HIFE
2013 2012
Note HK$ HK$
—E-= —F—=F
BisE & T BIT
Loss for the year FABE (27,023,443)  (28,300,227)
Other comprehensive income: Hih 2 EWKE :
Items that may be reclassified to profit or loss: AJEEF HIEE 18 EH
Exchange differences on translating foreign BMEGINEBMELEZ
operations PER =R 1,877,977 1,197,812
Exchange differences reclassified to profit or ~ REEHB AT EHHEE
loss on disposal of subsidiaries BarERER 30() (193,446) -
Other comprehensive income for the year, F£RKRHZHE MK
net of tax 1,684,531 1,197,812
Total comprehensive loss for the year AATEEAFEREMLEZE
attributable to owners of the Company EEAEE (25,338,912)  (27,102,415)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
ma MR R R

At 31 December 2018 R—ZE—=F+_-_HA=+—H

2013 2012
Note HK$ HK$
—=E—= —E——F
=2 BT P8I
Non-current assets ERBEE
Property, plant and equipment ME - HENERE 16 13,509,207 17,119,828
Investment properties BB 17 5,630,000 -
Deposits paid for acquisition of long-term ANERREESNNRE
assets 18 5,107,362 =
24,246,569 17,119,828
Current assets REBEE
Inventories FE 19 29,162,402 54,913,259
Trade receivables FEUNE Z R 20 21,914,344 20,795,572
Due from related companies ) NGIE S 21 5,061,779 5,323,088
Deposits, other receivables and prepayments %4 - H fib fE i 218 R T8 3118 6,322,760 20,564,728
Restricted cash and bank balances ZIR B © RIRTTHE R 22 1,260,615 12,022,361
Cash and bank balances e MIB1TES 22 23,389,735 36,259,720
87,111,635 149,878,728
Current liabilities REEE
Trade and bills payables ENE SRR RENERE 23 14,165,255 34,480,458
Other payables and accruals Ho e~ 518 K EETIE B 24 33,831,272 29,997,019
Current tax liabilities BNERFI TR & & 793,912 6,324,433
Bank borrowings RITIEE 25 35,660,853 44,046,822
84,451,292 114,848,732
NET CURRENT ASSETS FREBEE 2,660,343 35,029,996
TOTAL ASSETS LESS CURRENT BEABRABAS
LIABILITIES 26,906,912 52,149,824
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

At 31 December 2013 R—_ZE—=#+—-H=+—8H
2013 2012
Note HK$ HK$
—E—= —F—=
M BT BT
Non-current liabilities InBERF
Deferred tax liabilities FEFTEAE 26 1,715,969 1,715,969
NET ASSETS BEE 25,190,943 50,433,855
CAPITAL AND RESERVES BEAXRf#E
Share capital A% A 27 2,393,390 2,392,890
Reserves b 22,797,553 48,040,965
TOTAL EQUITY ERERS 25,190,943 50,433,855

Approved by the Board of Directors on 31 March 2014

Cheng Ting Kong
BT E
Director

EZE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
REEZEEBR

For the year ended 31 December 2013 HLE T —=F+_A=1+—HIFE

Reserves

i

Foreign
currency
Share Merger translation Capital  General ~ Warrant
Share  premium  reserve  reserve  reserve  reserve  reserve Accumulated
capital (Note32c))  (Notea)  (Noteb)  (Notec)  (Noted)  (Note29) losses Total
Note HKS HK$ HKS$ HKS$ HKS HK$ HKS$ HKS HK$
HEER ARER
REE ARG ffE  ELRE  -RER R
R (Wzaon)  (Wida)  (W2b)  (WZe) (o)  (WE29)  Bitk# B
Bt A AT AT A AL AT AT AT AL

At 1 January 2012 R-E--#-f-R 2236890 1,107,000 77358082 1454639 946832 23542810 - [1,005580) 48,512,430
Total comprenensive income/(loss) for the M2 EME /(EE)
year Fak - - - 1197812 = = - (28300,227) (27,102,415)
Shares issued on placement REREINRN 276 156,000 28,667,840 = = = = = - 28843840
Issue of warrants BTRBER - = = - = - 180,000 - 180,000
Transfers of general reserve ER—REE = = - = - 802%6 - (80,236) -
Changes in equity for the year FREREE) 156,000 28,687,840 - 1,197,812 - 8023 180,000 (28,380,463) 1,921,425
At 31 December 2012 RZZ-—F+ZA

=+-8 2302800 29794840 7358082 15744208 946832 23,623,046 180,000 (20,606,043) 50,433,855
At 1 January 2013 R-E-=£-f-H 2302800 29794840 7358082 15744208 946832 23623046 180,000 (20,606,043) 50,433,855
Total comprenensive income/(loss) for the M2 EME /(EE)
year ok = = - 1,684,581 = = - (27,023,443) (25,338,912)
Shares issued on exercise of warrants (TR IRERE {78

R 27i) 500 96,000 = = = = (500) - 95,000
Transfers of general reserve ER—REE = = = = - 72,260 - (72,260) -
Changes in equity for the year FREREE) 500 96,000 - 1,684,531 - 72260 (500) (27,095,703) (25,242,912
At 31 December 2013 R-B-=5+-R

=+-8 2393390 29,800840 7,358,082 17,428,739 946832 23695306 179,500 (56,701,746) 25,190,943
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
REEREER

For the year ended 31 December 2013 HLE — T —=F+_A=+—HIFE

Note:

(a)

The merger reserve represents the difference between the nominal value of
the share capital issued by the Company in exchange for the nominal value
of the share capital and share premium of its subsidiaries arising from group
reorganisation on 8 September 2005 (“Corporate Reorganisation”).

The foreign currency translation reserve comprises all foreign exchange
differences arising from the translation of the financial 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.

This represents the transfer from retained profits to capital reserve as a result
of the write off of certain trade payables by EFELRERBERAR JUF
A.C.R. Equipment Supplies (Ningbo) Co., Ltd.) (“JF Ningbo”), a subsidiary of
the Company. Pursuant to the People’s Republic of China (“PRC”) accounting
principles and financial regulations, any gains arising from debt restructuring
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.

The general reserve is set up by way of appropriation from the profit after tax
in accordance with the relevant laws and regulations in the PRC. The rate of
appropriation to the general reserve is subject to the decision of the board of
directors of PRC subsidiaries, but the minimum appropriation rate is 10% of
the profit after tax for 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 these subsidiaries.

JF Household Furnishings Limited Annual Report 2013
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2013 HLE T —=F+_A=1+—HIFE

GEEERERRK
2013 2012
Note HK$ HK$
—_Eg—= e
B 5 BT BT

CASH FLOWS FROM OPERATING

ACTIVITIES
Loss before tax
Adjustments for:

Fair value loss on investment property
Write off of deposit and other receivables
Gain on disposal of subsidiaries

Depreciation
Finance costs
Interest income

Write off of property, plant and equipment
Gain on disposal of non-current assets held

for sale
Allowance for inventories

Operating loss before working capital changes

Decrease in inventories

(Increase)/decrease in trade receivables

Decrease/(increase) in deposits, other
receivables and prepayments

Decrease/(increase) in due from related

companies

Decrease in trade and bills payables
Increase in other payables and accruals

Cash generated from operations

Income taxes refund received
Income taxes paid

Net cash (used in)/generated from operating

activities

CASH FLOWS FROM INVESTING

ACTIVITIES

Purchase of property, plant and equipment
Purchase of investment property
Decrease/(increase) in restricted cash and

bank balances
Disposal of subsidiaries

Deposits paid for acquisition of long term

assets

Proceeds from disposal of non-current assets

held for sale
Interest received

Net cash (used in)/generated from investing

activities

RETHNRERE

BRI &R

E L
BREMEAREEE
MiHE & K H s UK IR
HEHE D F Y

e

BB A

FEWA
WIEY*  BE LR
HERHEFHLEZIERBEE
Z Wz

FERE

BEES RPN ELBA
R
RIS B IRE (EID), R

B B EWGEIR R FA R 5RIA

mA ()

FEUR AR X R FRIER A (48
pillh)

FEN B BRI BN R
H b e R IR K fEFT IR B 50

REEENRS
B EDER
EAEH

REEH(MA)/EENRE
FE

REFBNRERE

BEDE BE&R

BEREMZE

RERFIRE RIRITHEBSRD
(3810)

& B X 7]
SRERPEEINORS

HERHEHEZIFRBEEL
PRG3R
EUYFE

KREEH (M), EENRS
R

(26,107,759)

1,252,020
51,115
(193,447)
3,273,638
3,275,136
(218,947)
986,519

5,579,905

(20,079,871)

3,374,926
4,187,872
(182,255)

(19,157,086)
4,237,279

(12,101,820)

(27,619,135)

20,170,952 39,487,929
(1,118,772) 9,644,390
13,256,821 (7,747,665)
261,309 (289,354)
(20,315,203) (1,912,053)
3,354,231 10,813,675
3,507,518 22,377,787
1,603,528 =
(8,143,233) (6,638,401)
(3,032,187) 15,739,386
(245,216) (1,762,268)
(6,882,020) -
10,761,746  (10,952,767)
30() (4,463,678) -
(5,107,362) -
- 15,376,250

218,947 182,255
(5,717,583) 2,843,470
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CONSOLIDATED STATEMENT OF CASH FLOWS
GERTRERR

For the year ended 31 December 2013 HZE T —=F+_A=+—HIFE

2013 2012
HK$ HK$
—Eg—-= —_F—=
BT BT
CASH FLOWS FROM FINANCING RETHNRSRE
ACTIVITIES
Proceeds from placing of shares AL E /1D AT 5108 - 29,952,000
Share issue expenses AR B TRIZ - (1,108,160)
Proceeds from exercise of warrants TR R EE TS IR 96,000 -
Proceeds from issue of warrants TR REE TS A - 180,000
Inception of new bank and other borrowings — #F{EIR{T R EME R 72,643,050 136,342,064
Repayment of bank and other borrowings EERITREMER (76,109,915)  (163,997,756)
Interest paid B E (2,598,183) (4,187,872)
Net cash used in financing activities mE EETAMIRE FER (5,969,048) (2,819,724)
NET (DECREASE)/INCREASE IN CASH AND & R IRE&ZSEWHIFEOR
CASH EQUIVALENTS EVE: Vi (14,718,818) 15,763,132
EFFECT OF FOREIGN EXCHANGE RATE /MEERSFHNEE
CHANGES 1,673,320 1,408,177
CASH AND CASH EQUIVALENTS AT R—A—BHNBRERES
1 JANUARY LEY 35,969,707 18,803,398
CASH AND CASH EQUIVALENTS AT R+-—BA=+—HHNHRLE
31 DECEMBER REeEEY 22,924,209 35,969,707
ANALYSIS OF CASH AND CASH HEeERBESEEYIN
EQUIVALENTS
Cash and bank balances Re RIRITHERR 23,389,735 36,259,720
Bank overdrafts RITEX (465,526) (290,013)
22,924,209 35,969,707
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NOTES TO THE FINANCIAL STATEMENTS

Bt 8% ¥R 2R B BE

For the year ended 31 December 2013 HLE T —=F+_A=1+—HIFE

GENERAL INFORMATION

The Company was incorporated in the Cayman lIslands
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 Rooms 2410-
2411, 24/F, China Merchants Tower, Shun Tak Centre, 168-
200 Connaught Road Central, Sheung Wan, Hong Kong. The
Company’s shares are listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The
principal activities of its subsidiaries are set out in note 33 to
the financial statements.

In the opinion of the directors of the Company, as at 31
December 2013, Power Ocean Holdings Limited, a company
incorporated in the British Virgin Islands, is the immediate
parent and Mr. Chau Cheok Wa and Mr. Cheng Ting Kong are
the ultimate controlling parties of the Company.

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”)

In the current year, the Group has adopted all the new
and revised 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 2013. 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.

—R&EHR
RARIBREREREARERHASHES T
MRLA—RERRERQA HafpE
B2 #b 3iF ACricket Square, Hutchins Drive,
P.O. Box 2681, Grand Cayman, KY1-1111,
Cayman lIslands ' £+ Z & X 2R B H
FIRTFFHEF168-2005% = LIBHREANE
2418241082411 E - AR A Z R R B BBk
ERGBRAR([HRFT])ERET -

AT BRARRAT - AR T EHBA A
* BRIEHIIRN B RRHI RS -

AAREERAE N_Z—Z=ZFt+—-_A=1+—
H - WEERERAFR(REBERREST
MK 2 AR BRARRIZEERG AR UK
BIRELAERBT BEERRNRRZHEKE
A&7 e

A RBETERUBREEN(E
B BHREER )RR

RAFEE AEECKAKLETESMAE
((BEREFEAE DEMNMEEAEEZ
BRMR N_T—=F—F—HRENAE:
FRAEM ] REIEFT BB BERELER -
EREVBRELNCEBBYBRELER B
AEFE(EEGAENDERE K TX
P& SR F 5] RGBT B AR B RE
RERNW REHAKE 2 @K ARE
BRZZIRAFENBEFEMERZS
BMLEBBAE -
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NOTES TO THE FINANCIAL STATEMENTS

Bt 8% ¥R 2R Y RE

For the year ended 31 December 2013 HZE T —=F+_A=+—HIFE

2.

42

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(Continued)

Amendments to HKAS 1 “Presentation of Financial
Statements”

Amendments to HKAS 1 titled Presentation of Items of Other
Comprehensive Income introduce new optional terminology
for statement of comprehensive income and income
statement that has been applied by the Group. Under the
amendments to HKAS 1, a statement of comprehensive
income is renamed as a statement of profit or loss and
other comprehensive income and an income statement is
renamed as a statement of profit or loss. The amendments to
HKAS 1 retain the option to present profit or loss and other
comprehensive income in either a single statement or in two
separate but consecutive statements.

The amendments to HKAS 1 require additional disclosures
to be made in the other comprehensive income section
such that items of other comprehensive income are
grouped into two categories: (a) items that will not be
reclassified subsequently to profit or loss; and (b) items
that may be reclassified subsequently to profit or loss when
specific conditions are met. Income tax on items of other
comprehensive income is required to be allocated on the
same basis.

The amendments have been applied retrospectively, and
hence the presentation of items of other comprehensive
income has been modified to reflect the change. Other than
the above mentioned presentation changes, the application
of the amendments to HKAS 1 does not result in any impact
on profit or loss, other comprehensive income and total
comprehensive income.

The Group has not applied the new HKFRSs that have been
issued but are not yet effective. The Group has 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.

2.
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NOTES TO THE FINANCIAL STATEMENTS

Bt 8% ¥R 2R B BE

For the year ended 31 December 2013 HZE —_E—=F+ _A=+—HIFE

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, as modified by the revaluation of
investment property which are carried at their fair values.

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 their
judgement in the process of applying the accounting policies.
The 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.

(@) 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. The Group
controls an entity when it is exposed, or has rights,
to variable returns from its involvement with the entity
and has the ability to affect those returns through its
power over the entity. The Group has power over an
entity when the Group has existing rights that give it
the current ability to direct the relevant activities, i.e.
activities that significantly affect the entity’s returns.
When assessing control, the Group considers its
potential voting rights as well as potential voting
rights held by other parties. A potential voting right is
considered only if the holder has the practical ability to
exercise that right.

3.
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NOTES TO THE FINANCIAL STATEMENTS

Bt 8% ¥R 2R Y RE

For the year ended 31 December 2013 HZE T —=F+_A=+—HIFE

3.

44

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(@)

(b)

Consolidation (Continued)

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.

Foreign currency translation
(i)  Functional and presentation currency

ltems 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 (“HKD”), which is the Company’s
functional and presentation currency.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2013 i & —Z —

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(b) Foreign currency translation (Continued)

(i)

(iii)

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.

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;
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NOTES TO THE FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(b)

(9

46

Foreign currency translation (Continued)

(iii)  Translation on consolidation (Continued)

Income and expenses are translated at
average exchange rates for the period
(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 other comprehensive
income and accumulated 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 other comprehensive income and
accumulated 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.

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.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(9

(d)

Property, plant and equipment (Continued)

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:

Leasehold improvement 2 years
Plant and machinery 10 years
Furniture, fixtures and equipment 2-5 years
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.

Investment property

Investment property are land and/or buildings held
to earn rentals and/or for capital appreciation. An
investment property is measured initially at its cost
including all direct costs attributable to the property.

After initial recognition, the investment property is
stated at its fair value based on valuation by an
external independent valuer. Gains or losses arising
from changes in fair value of the investment property
are recognised in profit or loss for the period in which
they arise.
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3.

48

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(e)

()

(9@

(h)

Operating leases
(i) The Group as lessee

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.

(ii)  The Group as lessor

Leases that do not substantially transfer to the
lessees all the risks and rewards of ownership
of assets are accounted for as operating
leases. Rental income from operating leases is
recognised on a straight-line basis over the term
of the relevant lease.

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.

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.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h)

0]

Recognition and derecognition of financial
instruments (Continued)

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.

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.
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50

SIGNIFICANT ACCOUNTING POLICIES (Continued)

0]

()

(k)

Trade and other receivables (Continued)

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.

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.

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.

3.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k)

)

(m)

Financial liabilities and equity instruments
(Continued)

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 are
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.

Rental income is recognised on a straight-line basis
over the lease term.

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 (Continued)

(m)

(n)

Employee benefits (Continued)
(ii)  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 at the
earlier of the dates when the Group can no
longer withdraw the offer of those benefits
and when the Group recognises restructuring
costs and involves the payment of termination
benefits.

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.

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.

3.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(o)

(p)

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.

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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(P

Taxation (Continued)

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.

The measurement of deferred tax assets and liabilities
reflects the tax consequences that would follow from
the manner in which the Group expects, at the end of
the reporting period, to recover or settle the carrying
amount of its assets and liabilities.

For the purposes of measuring deferred tax for
investment properties that are measured using the fair
value model, the carrying amounts of such properties
are presumed to be recovered through sale, unless the
presumption is rebutted. The presumption is rebutted
when the investment property is depreciable and is
held within a business model of the Group whose
business objective is to consume substantially all of
the economic benefits embodied in the investment
property over time, rather than through sale. If
the presumption is rebutted, deferred tax for such
investment property are measured based on the
expected manner as to how the properties will be
recovered.

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.

3.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(@)

()]

PRC land appreciation tax (“LAT")

LAT is levied at progressive rates ranging from 30%
to 60% on the appreciation of land value, being the
proceeds from sales of properties less deductible
expenditures including land costs,
costs, business taxes and all property development

borrowing

expenditures. LAT is recognized as an income tax
expense. LAT paid is a deductible expense for PRC
enterprise income tax purposes.

Related parties

A related party is a person or entity that is related to
the Group.

(A) A person or a close member of that person’s
family is related to the Group if that person:

(i) has control or joint control over the
Group;

(if) has significant influence over the Group;
or

(iff) is a member of the key management
personnel of the Company or of a parent
of the Company.

(B) An entity is related to the Group if any of the
following conditions applies:

(i) The entity and the Company are
members of the same group (which
means that each parent, subsidiary and
fellow subsidiary is related to the others).

(if) One entity is an associate or joint venture
of the other entity (or an associate or
joint venture of a member of a group of
which the other entity is a member).

(iii) Both entities are joint ventures of the
same third party.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. FE&:BE %)
()  Related parties (Continued) () BEBALE)
(B)  (Continued) B (&)

(iv)  One entity is a joint venture of a third vy —HEBRE=-"FER
entity and the other entity is an associate ZRENE ME—EBE
of the third entity. BE S B

NS

(vy  The entity is a post-employment benefit (v) ERAAEENEAE
plan for the benefit of employees of EEME - EENES
either the Group or an entity related to M %8 3% 3L 2 BE B AR A EF
the Group. If the Group is itself such a 2o mMAEERSBEEH
plan, the sponsoring employers are also HE IR EB ZEETN
related to the Group. EEpINCSEIb gl

(v  The entity is controlled or jointly (vi)y ERIAANFAHENALT
controlled by a person identified in (A). Pl sk E ] o

(vij A person identified in (A)(i) has significant (i) ANAFAFERATHE
influence over the entity or is a member BEERTENIBEZ
of the key management personnel of the & RE( _JZ ZEBZER
entity (or of a parent of the entity). FZEEEEEAE -

(s) Impairment of assets (s) EERE

56

At the end of each reporting period, the Group reviews
the carrying amounts of its tangible and intangible
assets except investment property, investments,
inventories and receivables to determine whether
there is any indication that those assets have suffered
an impairment loss.
the recoverable amount of the asset is estimated in

If any such indication exists,

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 of disposal 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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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(s)

()

Impairment of assets (Continued)

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.

3. FEEHEERM®

(s)

(t)
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3.

58

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(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.

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.

(@)

(b)

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.

Fair values of investment property

The Group appointed an independent professional
valuer to assess the fair value of the investment
property. In determining the fair values, the valuer
has utilised a method of valuation which involves
certain estimates. The directors have exercised
their judgement and are satisfied that the method of
valuation is reflective of the current market conditions.

3.
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4, KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

()

(d)

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.

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.

5. 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.

4. A TFHBERZEZRR

(&)

(c)

(d)
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5.

60

FINANCIAL RISK MANAGEMENT (Continued)

(@)

(b)

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 HKD, USD and
RMB. 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.

At 31 December 2013, if the USD had weakened
5 per cent against the RMB with all other variables
held constant, consolidated loss after tax for the
year would have been approximately HK$671,000
(2012: HK$628,000) higher, 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 loss after tax for the
year would have been approximately HK$671,000
(2012: HK$628,000) lower, arising mainly as a result
of the net foreign exchange gain on cash and bank
balances, receivables, payables and bank borrowings
denominated in USD.

Credit risk

The carrying amount of the cash and bank balances,
trade and other receivables and amounts due from
related companies 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. Amounts
due from related companies are closely monitored by
the directors.

JF Household Furnishings Limited Annual Report 2013
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5. FINANCIAL RISK MANAGEMENT (Continued)

(b)

()

Credit risk (Continued)

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

The Group has significant concentration of credit risk
to its trade receivables as the Group’s largest customer
contributed over 99% (2012: 98%) of the turnover
for the year and shared over 99% (2012: 99%) 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 borrowings 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 borrowings is prepared based on the scheduled
repayment dates.
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For the year ended 31 December 2013 & — %
5. FINANCIAL RISK MANAGEMENT (Continued)

Liquidity risk (Continued)

5. HB¥RBRER®G)
() FBELER(E)

2013
“E-ZF
Maturity Analysis - Undiscounted cash outflows

HBALH — AFERER

More than More than

1 year 2 years Total
Within but less than but less than More than undiscounted
On demand 1 year 2 years 5 years 5years cash outflows
—EHEB  WENLE KTE
RER —EHR DRWE SREF RENE RERMAE
HK$ HK$ HK$ HK$ HK$ HK$
B B B B B B
Trade and bills payables EffEZEHRENSEE - 14,165,255 - - - 14,165,255
Other payables and HiEMFERERIER
accruals - 34,611,626 - - - 34,611,626
Bank borrowings subject HEREREBERHN
to a repayment on RIEE
demand clause 5,862,483 - - - - 5,862,483
Other bank borrowings ~ HIRTfE & - 31,011,646 - - - 31,011,646
5,862,483 79,788,527 - - - 85,651,010
2012
“F——F
Maturity Analysis - Undiscounted cash outflows
HHBAHN — KAER SR
More than More than
1 year 2 years Total
Within -~ but less than  but less than More than  undiscounted
On demand 1 year 2 years 5 years 5years  cash outflows
—FHER  RENMLR AR
REX —EHA DRRE SREE hENE ReRLEE
HKS$ HKS HKS HKS HKS HKS
BT BT BT B BT BT
Trade and bills payables BB AHEARERZE - 34,480,458 - - - 34,480,458
Other payables and acoruals Zt {1508 R & B - 30,426,89 - - - 30,426,89
Bank borrowings subject to A R R ER (E3TH)
arepayment on demand 7L E
clause 10,514,850 - - - - 10,514,850
Other bank borrowings ~ E#bR/T{EE - 34,593,104 - - - 34,503,104
10,514,850 99,500,458 - - - 110,015,308
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5. FINANCIAL RISK MANAGEMENT (Continued)

(9]

(d)

Liquidity risk (Continued)

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.

5. HXRKRER®)

(c)

REE S =)

TRBINEEREREE FRORT
B R IR B 5K 10 38 P 8L 2 195 5E 0 SRS
BMRELZIHAINT - BRESHEERE
BRABHNNRGFTE 2SR B
HEEESR EIFHMA DT EE
KIFE-—RKPBEBEZEE st RAE
Bz BAR EFRRRITHITER
KA E R R BRI ATREIET K- &
FRE AERTERBSREERD
AHPTEZ R R B M EE -

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

HHBAH - REBEERN

AHMEENEHEERRERROBITER

More than More than
1 year 2 years Total
Within but less than but less than More than undiscounted
On demand 1 year 2 years 5 years 5years cash outflows
-ENLE  WENLE K&
REX Db DRWE PREE TENE BeRHAE
HK$ HKS HK$ HKS$ HK$ HKS
B BT B ous ous BT
31 December 2013 ZE-Z5+ZfA=1-H 465,526 5,446,862 - - - 5,912,388
31 December 2012 “Z--%#+-f=1+-H 290,013 10,295,244 - - - 10,585,257
Interest rate risk (d) FIEEp

The Group’s exposure to interest rate risk arises from
its bank deposits, bank borrowings and other payables
that are interest bearing.

Bank deposits bear interests at variable rates varied
with the then prevailing market condition.
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5. FINANCIAL RISK MANAGEMENT (Continued) 5. HMBEBERH)
(d) Interest rate risk (Continued) (d) HRBESEKE)
Bank borrowings and other payables of approximately BITEEREMENSRTED B
HK$29,798,000 (2012: HK$19,909,000) and /29,798,000 T( = & — = #F:
approximately HK$21,893,000 (2012: HK$17,000,000) 19,909,000/ 7T ) & #921,893,000/%&
respectively bear interests at fixed interest rates and JTo(ZZF — =4 : 17,000,000/ 7T ) LA
therefore are subject to fair value interest rates risks. EEBSXRFE WAELEBEHEBAALE
Other bank borrowings are arranged at variable rates, FZRRER - EMRITEE NIRFHEXR
thus exposing the Group to cash flow interest rate risk. AP MAEBEEASREREN KR
Bz o
At 31 December 2013, if interest rates at that date had R-ZE—=F+_-_A=+—H8 HEH
been 100 basis points lower with all other variables ZRIETBE1001EE 2, - Efb AT &2
held constant, consolidated loss after tax for the year RIFTE  FRESKRTEEIBEEMN
would have been approximately HK$124,000 (2012: #9124,000 70 (=& — =4 : 45,000/
HK$45,000) higher, arising mainly as a result of the net L) EEHRNBITEERE Eﬁif)ﬁi 2
effect of lower interest expense on bank borrowings FARIT IR AT B AR D 2 F &
and lower interest income on bank deposits. If interest AR EF100MEE S, - EMb AT A & &
rates had been 100 basis points higher, with all other RIBFNE FNEERREBEEBZRD
variables held constant, consolidated loss after tax for #9124,000/% 7T (=& — Z4 : 45,000/
the year would have been approximately HK$124,000 ) FERNIBITEERN S FHXIEM
(2012: HK$45,000) lower, arising mainly as a result RERITR R S AIE N2 F 2 -
of the net effect of higher interest expense on bank
borrowings and higher interest income on bank
deposits.
(e) Categories of financial instruments at 31 (e) Mt=-HA=+—8Bz&€@mIAESD
December ]
2013 2012
—E—= —F——
HK$ HK$
AT AIT
Financial assets: SREE -
Loans and receivables (including cash Bk K& EWZIE (B E L K&
and cash equivalents) ReEEY) 53,388,463 74,651,980
Financial liabilities: THAME:
Financial liabilities at amortised cost HEER AT E 2 2R AE 83,657,380 108,524,299
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FINANCIAL RISK MANAGEMENT (Continued)
(f)  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.

FAIR VALUE MEASUREMENTS

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The
following disclosures of fair value measurements use a fair
value hierarchy that categorises into three levels the inputs to
valuation techniques used to measure fair value:

Level 1 inputs: quoted prices (unadjusted) in active
markets for identical assets or liabilities
that the Group can access at the
measurement date.

Level 2 inputs: inputs other than quoted prices included
within level 1 that are observable for
the asset or liability, either directly or
indirectly.

Level 3 inputs: unobservable inputs for the asset or
liability.

The Group’s policy is to recognise transfers into and transfers
out of any of the three levels as of the date of the event or
change in circumstances that caused the transfer.
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6.

(@)

(b)

FAIR VALUE MEASUREMENTS (Continued) 6. AREFTEE)
Disclosure of level in fair value hierarchy at 31 () R=-E—=F+=-—A=+-—8%
December 2013: NABBRKEHE
Fair value
measurements
using:
Level 3
AREFE
RANEBR
Description EHE EZER
HK$
BIT
Recurring fair value measurements: REMEQAAETE
Investment property "EYE
Residential - Hong Kong FE-FHE 5,630,000
Reconciliation of assets measured at fair value (b) RBEF="FEHRBRAABITENSE
based on level 3: EYER
2013
—E-=F
Investment
Description HE property
REME
HK$
BT
At 1 January Rn—H—H =
Purchases [i4= 6,882,020
Total losses recognised in profit or loss (#) RIERAERREBARE#H) (1,262,020)
At 31 December Rt+t-—A=+—H 5,630,000

NOTES TO THE FINANCIAL STATEMENTS

(#) Include losses for assets held at end of
reporting period

#) BENBREHERBMEEENER

The total losses recognised in profit or loss including

those for assets held at end of reporting period are
presented in other operating expenses in the statement

of profit or loss.

JF Household Furnishings Limited Annual Report 2013
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6. FAIR VALUE MEASUREMENTS (Continued)

(9]

Disclosure of valuation process used by the
Group and valuation techniques and inputs
used in fair value measurements at 31
December 2013:

The Group’s financial controller is responsible for
the fair value measurements of assets and liabilities
required for financial reporting purposes, including
level 3 fair value measurements. The financial controller
reports directly to the Board of Directors for these
fair value measurements. Discussions of valuation
processes and results are held between the financial
controller and the Board of Directors at least twice a
year.

For level 3 fair value measurements, the Group will
normally engage external valuation experts with the
recognised professional qualifications and recent
experience to perform the valuations.

Key unobservable inputs used in level 3 fair value
measurements are mainly:

- Inflation (estimated based on private domestic
price indices by class published by Rating and
Valuation Department of the Government of the
Hong Kong Special Administrative Region)

- Floor level difference (estimated based on actual
data)

- Size difference (estimated based on actual data)

6. ADREFEW®

(c)

R-B-=F+=-A=+—HX
SEAMRANGERRFRAAE
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6. FAIR VALUE MEASUREMENTS (Continued) 6.

() Disclosure of valuation process used by the
Group and valuation techniques and inputs
used in fair value measurements at 31
December 2013: (Continued)

Level 3 fair value measurements

DNAEFEE

(0 RZZF-=%5+"A=+—-B%K
SEFREANGERFRARE
SFERANSERTRS BN
WE (®)

F-BRAIAEE

Effect on
fair value for

Valuation Unobservable increase of Fair value
Description technique inputs Range inputs 2013
SEEM DRE
EHE fhER M FHEHESH &[E HARENTE —E-=F
HKS
BT
Investment property  Market comparable  Inflation 0.26% - 8.56% Increase
approach
KEME i BIE AR i
Floor level difference  1.00% - 3.50%  Increase
EEZR s
Size difference 0.00% - 4.09% Increase 5,630,000
HEEZHR i
7. REVENUE 7. W =
The Group’s revenue which represented sales of goods to NEFBKFZ(FEREREPEE 2 EREBERKA
customers and rental income from investment property are as WEMEZHESIKRA)ET -
follows:
2013 2012
—_B—= —E—-F
HK$ HK$
BT ATT
Sales of goods BEmiEE 159,425,829 243,069,464
Rental income from investment property ‘EYE 2B WA 42,380 -
159,468,209 243,069,464
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For the year ended 31 December 2013 HLE T —=F+_A=1+—HIFE

OTHER INCOME HAblr A
2013 2012
—E—=F e
HK$ HK$
BT AIT
Government grants I giEpEl 144,606 144,308
Interest income F BUA 218,947 182,255
Gain on disposal of subsidiaries HEWB AR 2 e 193,447 -
Write back of trade and other payables FEHE 5 BR F % E b JE A 5K IB [B] £ - 713,388
Rental of machinery income MRS U A 746,124 852,497
Others Hih 86,615 33,259
1,389,739 1,925,707
SEGMENT INFORMATION PEER
The Group has two reportable segments as follows: AREE 2 MER] B3RHD AT -
Stainless steel furnishings -  manufacture and sale of TFEMRE — Bl RIHETHHKRE
stainless steel furnishings SEN=
and home products
Property investment - rental income from L ER = REMF 2B WA

investment property

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 profits or losses do not include gain on disposal of
subsidiaries, unallocated finance costs and corporate income
and expenses. Segment assets do not include 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.

ARER 8 2 7] R R 5 B T R E am AR 7S
ZREGME RIS BN - AR & BH B TR
K5 B WS A AR I RIEB L

B e

RED R SR BUR B T IR 3T
MR - D EREE I B &M B A RRE -
AN ERARAREERARFZ - D EFE
EXYTERBANEEXEE-

AEBBOBEEERBREFRE =#
THERER(AIZB R MELETE) AR
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For the year ended 31 December 2013 & — %

9. SEGMENT INFORMATION (Continued)

Information about reportable segment revenue, profit

NOTES TO THE FINANCIAL STATEMENTS

—=F+__A=+—HLFE

9. ZHWERG)
ERTHREIBUE BEEREEZE

or loss and assets: p S
Stainless steel Property
furnishings investment Total
FHERE MERE wEr
HK$ HK$ HK$
BT BT BT
Year ended 31 December 2013 BE-Z—=F
+TZR=+—HIFE
Revenue from external customers REMBER Z M= 159,425,829 42,380 159,468,209
Intersegment revenue IR U - - -
Segment loss HEEE (11,848,488) (1,214,128) (13,062,616)
Interest revenue Fl Bz 214,733 - 214,733
Interest expense FBAX (2,256,145) - (2,256,145)
Depreciation E (2,987,302) - (2,987,302)
Income tax expense TS X (915,684) - (915,684)
Other material non-cash item: HihEBARIFREIEE
- Allowance for inventories —GFERE (5,579,905) - (5,579,905)
— Fair value loss on investment property —1&%&MEAREER - (1,252,020) (1,252,020)
Additions to segment non-current assets RE D HIETEEE 245,216 - 245,216
As at 31 December 2013 R_FE—=F+_-A=+—H
Segment assets DEEE 93,542,044 5,637,838 99,179,882
Stainless steel
furnishings
THERE
HK$
BT
Year ended 31 December 2012 HE-_T——F+-A=+—HLFE
Revenue from external customers REINPEP Z2 W 243,069,464
Intersegment revenue o B =
Segment loss o EPEE (4,445,242)
Interest revenue | B e 177,340
Interest expense A BFAX (4,187,872)
Depreciation e (3,077,835)
Income tax expense FiEHiFx (8,220,356)
Other material non-cash item: HihERIFREIER
— Allowance for inventories —FEEE (4,237,279)
Additions to segment non-current assets RNE DB IERBEE 239,420
As at 31 December 2012 RZB——F+-_A=+—H
Segment assets DEEE 136,330,344

JF Household Furnishings Limited Annual Report 2013
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For the year ended 31 December 2013 HLE T —=F+_A=1+—HIFE

SEGMENT INFORMATION (Continued) 9. ZHEWMERGHE)
Reconciliations of reportable segment revenue, AR HFRE EEREECHER
results and assets:
2013 2012
—B—= —E—_F
HK$ HK$
BT BT
Revenue g
Total revenue of reportable segments A ERTR 50 2 4B W s 159,468,209 243,069,464
Elimination of intersegment revenue HEH D A - =
Consolidated revenue e e 159,468,209 243,069,464
Profit or loss W EE
Total loss of reportable segments Al BRI/ B2 A 1R (13,062,616) (4,445,242)
Gain on disposal of subsidiaries HERTE ARk 193,447 -
Unallocated finance costs R B & R A (1,018,991) =
Unallocated corporate income IO WA 29,710 5,993
Unallocated corporate expenses RO ERT (13,164,993)  (23,860,978)
Consolidated loss for the year FRNZEEERE (27,023,443) (28,300,227)
Assets EE
Total assets of reportable segments AERRH 2 BEE 99,179,882 136,330,344
Unallocated corporate assets Ao EEE 12,178,322 30,668,212
Consolidated total assets EREE 111,358,204 166,998,556
Geographical information: HEEF
Geographical information about the Group’s revenues from BRAAREBRBIINBERE ZWEZMIERHE
external customers and non-current assets are as follows: Es@ERNAT
Revenue Non-current assets
g FREEE
2013 2012 2013 2012
—EB—-=F —ET—F —_z—= —E—-F
HK$ HK$ HK$ HK$
BT BT BT BT
Hong Kong &5 136,227,476 213,169,818 5,630,000 1,251,170
PRC excluding H
Hong Kong (TBEEE) 23,240,733 29,899,646 18,616,569 15,868,658
Total HEt 159,468,209 243,069,464 24,246,569 17,119,828

In presenting the geographical information, revenue is based

on the locations of the customers.

REIMEEHE KB DREFAELER

B
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9.

10.

SEGMENT INFORMATION (Continued)

Revenue from major customer:

NOTES TO THE FINANCIAL STATEMENTS

9. ZHWERG)

REEXEEFEF 2N -
2013 2012
—E—= —E—4F
HK$ HK$
BT BT

Stainless steel furnishings segment

Customer A

DIRECTORS’ EMOLUMENTS AND FIVE

HIGHEST PAID INDIVIDUALS

The emoluments of each director were as follows:

For the year ended 31 December 2013

TEMREDE
BPA

157,512,793 237,701,390

10. EEMERANVESTFMAL

EXZMEWT

BE-FE-=F1+-A=1+—-HLFE

Salaries, Retirement
allowances benefits
and benefits Discretionary scheme Total
Name of director Fees in kind bonuses contributions emoluments
e RBER RIKER
] ne BNRE WA BEEE WemE
HK$ HK$ HK$ HK$ HK$
BT BT BT BT BT
Executive directors HTES
Mr. Cheng Ting Kong BTHLE - 800,000 22,356 12,500 834,856
Ms. Yeung So Lai BEERT - 120,000 - 6,000 126,000
Mr. Leung Kwok Yin RRHBLAE - 216,000 134,000 15,000 365,000
Mr. Lui Man Wah (Note (f) B 3E R (FrE ) - 337,935 70,959 8,197 417,091
Mr. Leung Ming Ho REELE - 120,000 - 6,000 126,000
Independent non-executive ~ BIYFHTES
directors
Mr. Tse Ting Kwan HEHEE 120,000 - - - 120,000
Mr. Fung Tze Wa BFERE 120,000 - - - 120,000
Mr. Ting Wong Kacee TEXE 120,000 - - - 120,000
Total et 360,000 1,593,935 227,315 47,697 2,228,947

JF Household Furnishings Limited Annual Report 2013
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2013 HLE T —=F+_A=1+—HIFE

DIRECTORS’ EMOLUMENTS AND FIVE 10. EEMEeRAINVESFMA L@
HIGHEST PAID INDIVIDUALS (Continued)
For the year ended 31 December 2012 BE—_E——E+-_A=1+—HILFE
Salaries, Retirement
allowances benefits
and benefits  Discretionary scheme Total
Name of director Fees in kind bonuses  contributions emoluments
e ORR RIRGEA
EE e EMFS T HEIGS Hewmm
HK$ HK$ HK$ HK$ HKS
BT BT BT BT BT
Executive directors BiTES
Ms. Zhang Qian (Note (3)) Rtz L (HiHa) - 610,753 440,489 11,250 1,062,492
Mr. He Xianmei (Note (b)) BEEE (N7 Db) - 232,581 = = 232,581
Mr. Niu Jinsheng (Note (b)) FRERE (M7 D) - 121,720 - - 121,720
Mr. Leung Kwok Pong (Note (a)) RBIF %5 (At (a) - 18,323 = = 18,323
Mr. Leung Kwok Yin Z2EELE - 216,000 134,000 13,750 363,750
Mr. Cheng Ting Kong (Note (c) BT %% (A c)) = 266,667 = 5,000 271,667
Ms. Yeung So Lai (Note (c)) BEBZ T (M) - 34,083 - 1,667 35,750
Mr. Lui Man Wah (Note (d)) BCEL A (W7 ) - 143,548 - 3,750 147,298
Mr. Leung Ming Ho (Note (d)) ~ R&&FLE (K7t (a)) = 28,710 = 1,436 30,146

Independent non-executive BYFHITES

directors

Dr. Liu Yongping (Note (3)) ABTEL (W) 76,344 - - - 76,344
Mr. Wu Chi Keung (Note (a)) B EE (M5 (E) 91,613 = = = 91,613
Mr. Wang Siyong (Note (a)) THBLLE(NEE) 76,344 = = = 76,344
Mr. Tse Ting Kwan (Note (@)~ #BE¥ELE(Hzt(a)) 28,710 - - - 28,710
Mr. Fung Tze Wa (Note (d) BFEREMH ) 28,710 = = = 28,710
Mr. Ting Wong Kacee (note () T 1&%4 (Hizt(e)) 20,323 = = = 20,323
Total okl 322,044 1,672,385 574,489 36,853 2,605,771
Note:  (a) Resigned on 5 October 2012. B :  (a) R-E——F+ARBEBE-

(b) Retired on 14 May 2012. (b) RZZT—=—FRAA+HMBERFE-

(c) Appointed on 21 September 2012. (©) RZE——FNA-+—BHEZF-

(d) Appointed on 5 October 2012. (d) R —F+ARRAEZE-

(e) Appointed on 31 October 2012, (e) RZE——F+A=+—HEZF-

() Resigned on 8 July 2013. 0] RZE—=F+AN\BEE-
There was no arrangement under which a director waived FR -BR2WELSBEIMLTIERENRZWNE
or agreed to waive any emoluments during the year (2012: EEME (ZE——F : TF L)

HK$NIl).
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10.

B S R M EE
For the year ended 31 December 2013 HZE—E—=F+-_A=+—HBILFE
DIRECTORS’ EMOLUMENTS AND FIVE 10. EEMEeRIENVEESFMA L@
HIGHEST PAID INDIVIDUALS (Continued)
The five highest paid individuals in the Group for the year REEBNAEENRANSZSTMATEIE—
included one (2012: one) director whose emoluments are fN(ZE—=F: —()ES EMle RN L
reflected in the analysis presented above. The emoluments of X255 BB (= ——4F : Ufz)
the remaining four (2012: four) individuals are set out below: SSEMATHEBESHS T
2013 2012
—E—= —E——F
HK$ HK$
BT BIT
Basic salaries, allowances and benefits in kind EAR#E 4 28 R EWF|E 2,904,000 3,014,538
Discretionary bonuses BB IEAL 40,000 4,920
Retirement benefits scheme contributions RIRERIFT B 45,000 45,632
2,989,000 3,065,090
The emoluments fell within the following band: MEN Ty EEZE -

NOTES TO THE FINANCIAL STATEMENTS

Number of individuals

A

2013 2012

—E—= e

Nil to HK$1,000,000 =T £ 1,000,000/8 7T 3 3

HK$1,000,001 to HK$1,500,000 1,000,001# 7T 21,500,000/ 7T 1 1
During the year, no emoluments were paid or payable by the FN - ANEEERERE S A & &
Group to any of the directors or the highest paid individuals AL E A B 1A A AR S B sk N
as an inducement to join or upon joining the Group or as ANEERHNEESEARBHEE(ZZE—Z

compensation for loss of office (2012: HK$NIil). F o FEIT)

JF Household Furnishings Limited Annual Report 2013
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FINANCE COSTS

11. BERA

2013 2012

—E-=F —Z——4F

HK$ HK$

BT BT

Interest on bank loans and overdrafts RITERRBELZFE 2,599,551 3,677,879
Interest on other loans HMERFE

— Wholly repayable within five years —RAFRBHEERE 675,585 509,993

3,275,136 4,187,872

INCOME TAX EXPENSE

(a) Taxation included in the consolidated statement of
profit or loss represents:

12. FiSHHAX
@) HALABXENBELT

2013 2012
—E—= —ZF—=

HK$ HK$
BT BIT

Current tax — PRC enterprise income tax  BNERF{IE — R Bl 2 AT1EHL
Provision for the year RFE B 915,684 115,388
Under-provision in prior years BAFEREBETR - 171,118
915,684 286,506
Current tax — PRC land appreciation tax BN ER% 18 — fh B + Hb 32 (E 5 - 7,933,850
915,684 8,220,356

No provision for Hong Kong Profits Tax is required
since the Group has no assessable profit for the year
(2012: HK$NIl).

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.

T—_F: TERL) WEAREENE
BIE A -

H A 3 [ AR B0 A 2 B IR B ST T B

RAKBREMERRENRERE
BITWRED REREHHE -

EURERRERAT 20138% /5
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12.

/6

INCOME TAX EXPENSE (Continued)

(@)

(Continued)

Pursuant to the new PRC enterprise income tax law
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.

ERBLUSBRBERAA (Ningbo JF Metal Products
Co., Ltd.) (“JF Metal”), a subsidiary 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 commenced on 1 January 2008. Hence,
JF Metal is subject to the PRC enterprise income tax
rate of 25% in the current year (2012: 12.5%).

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% (2012: 25%).

12. FEEBEAXZ@®E)

(@)

JF Household Furnishings Limited Annual Report 2013
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MIE - BRERKEBRNER HFLEE
BOREERHNR ST NE—A—
Bt -Alt  FELBRAFER
25% 2 MERHMAPBETEMBHR(ZE
— 4 1 12.5%)°
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For the year ended 31 December 2013 HLE T —=F+_A=1+—HIFE

12. INCOME TAX EXPENSE (Continued) 12. FISFHBAX(E)
(o)  The reconciliation between the income tax expense (o)  FTS %Az BABR B AT B 1B J R B b %
and the product of loss before tax multiplied by the RS fifi R 2 RIBEHBRAOT ¢

PRC enterprise income tax rate is as follows:

2013 2012
—E-=F T ——4F
HK$ HK$
AT P8I
Loss before tax BRI E 1R (26,107,759)  (20,079,871)
Tax at PRC enterprise income tax rate 2B AFEHT
of 25% & 25%5 Bt (6,526,940) (5,019,968)
Tax effect of income that is not taxable /B2 U A K Fi 75 22 & (55,431) (1,875,869)
Tax effect of expenses that are not AR B S /Y
deductible M e 6,640,970 5,132,231
Tax effect of income tax on concession  FT15 %1 18 5 A Bl 765 57 28 (133,732) (115,388)
Tax effect of unrecognised tax losses  RIERHIBE BB KL 3,820 53,717
Effect of different tax rates of MEB AR TR ER
subsidiaries o 1,360,647 1,940,665
Tax effect of PRC land appreciation tax 0 B+ hb 3% {5 54 4 5 75 52 2 - 7,933,850
Under-provision in prior years BEFERETT - 171,118
Tax effect of utilisation of tax losses not Fh A I AT AR B EER
previously recognised MG E (363,578) -
Tax effect of temporary differences not KIEZEFEZFEH
recognised Mg E (10,072) -
Income tax expense Fris R > 915,684 8,220,356

BUREARERAT 201358 [/
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13. LOSS FOR THE YEAR

The Group’s loss for the year is stated after charging the

13. FREIE

AREEZ FRBETEMNG TS IEFIR

/8

following:
2013 2012
—E—-= T
HK$ HK$
BT BIT
Auditor’s remuneration ZEE 2 B & 580,000 550,000
Cost of inventories sold EHETFERAR 152,585,516 236,935,305
Depreciation e 3,273,638 3,374,926
Fair value loss on investment property REMENREEE 1,252,020 -
Write off of property, plant and equipment MSE Y - BB &% 986,519 -
Write off of deposit and other receivables Hh $H 1% & Ko HL e WK IE 51,115 -
Allowance for inventories (included in other FERE(BEREMEERAST )
operating expenses) 5,579,905 4,237,279
Research and development expenditure R M AZERS - 56,380
Staff costs (including directors’ emoluments BEIXRAN(BREEENE
(note 10)) (MtaE10))
Fees we 360,000 322,044
Basic salaries, bonuses, allowances and EXRS& L EMER
benefits in kind EWA = 24,955,018 31,374,727
Retirement benefits scheme contributions RIREAET B R 2,085,124 2,432,639
Operating lease — buildings KETHR) — Y 4,740,748 2,709,225
Net exchange losses FIE H 1R 1,750,099 133,828

Cost of inventories sold includes staff costs and depreciation
of approximately HK$18,905,000 (2012: HK$24,032,000)
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 the MPF
Scheme are calculated at 5% of the salaries and wages subject to a monthly
maximum amount of contribution of HK$1,250 (HK$1,000 before June 2012)
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.

JF Household Furnishings Limited Annual Report 2013

BEHEFEXRABREEIXRANRTELD
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AI1,00007C) R — BT ARELTE EREERE
8o
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For the year ended 31 December 2013 HLE T —=F+_A=1+—HIFE

DIVIDEND 14. RE

No dividend has been paid or declared by the Company RAFE RARTEY M ERKRE(ZE
during the year (2012: HK$NIl). —ZF T

LOSS PER SHARE 15. BREE

BRERLEEBERIRETISHAE

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

2013 2012
—E—=f —F—=
HK$ HK$
BT BT
Loss Eis
Loss for the purpose of calculating basic and STEERERK
diluted loss per share BEEIBMEE (27,023,443)  (28,300,227)
2013 2012
—=E—= —E——F
Number of shares RO EE
Issued ordinary shares at 1 January R—HA—BAE#ITHNEER 239,289,000 223,689,000
Shares issued on placement RELERZITH RN - 12,872,131
Effect of exercise of warrants THERREF N E 47,671 -
Weighted average number of ordinary shares st E&RERNEE 2
for the purpose of calculating basic loss BRI T
per share 239,336,671 236,561,131

The effects of all potential ordinary shares are anti-dilutive for

the year ended 31 December 2013.

BE-_ZE—=+-A=+—HItEFE
BELBREEREETE -

FE

BEREARERAT 20135% /9




NOTES TO THE FINANCIAL STATEMENTS
Bt 8% ¥R 2R Y RE

For the year ended 31 December 2013 HZE T —=F+_A=+—HIFE

16. PROPERTY, PLANT AND EQUIPMENT 16. V¥ BERKE
Furniture,
Leasehold Plant and fixtures and Motor

improvement machinery  equipment vehicles Total

RE-RER
HEH#E HEERER R B Foke)
HK$ HKS HK$ HK$ HK$
BT BT BT BT BT

Cost RA&

At 1 January 2012 R-E——%—A—H - 29,566,552 3,078,505 1,481,680 34,126,737
Additions NE 1,268,110 191,908 302,250 - 1,762,268
Exchange differences EHER - 229,833 23,627 11,528 264,988

At 31 December 2012 and %

—2-——F+-A=+—-Bk
1 January 2013 Rz F—A—H

T—=%—f— 1,268,110 29,988,293 3,404,382 1,493,208 36,153,993
Additions B = 195,918 49,298 - 245216
Written off s (1,268,110) = (331,129 (56,684)  (1,655,917)
Exchange differences B = = 850,564 87,262 41,518 979,344
At 31 December 2013 R-E—=F+-A=+—H - 31,034,775 3,209,819 1,478,042 35,722,636

Accumulated depreciation ZitifiE

At 1 January 2012 R-ZE——%—F—H - 12,307,224 2,724,967 472,941 15,505,132
Charge for the year FRME 245,572 2,702,251 198,478 228,625 3,374,926
Exchange differences Rz - 125,204 22,714 6,189 154,107
At 31 December 2012 and  RZZE——F+-A=1+-BR

1 January 2013 RZE—=F#—f—A 245572 15,134,679 2,946,159 707,755 19,034,165
Charge for the year FAME 245572 2,710,204 96,086 221,776 3,273,638
Written off HisH (491,144) - (121,570) (56,684) (669,398)
Exchange differences EHER - 470,340 82,068 22,616 575,024
At 31 December 2013 RZZ—=F+-A=+—H - 18315223 3,002,743 895,463 22,213,429
Carrying amount BREE
At 31 December 2013 RZZ—=f+_A=t—H - 12,719,552 207,076 582,579 13,509,207
At 31 December 2012 R-E——%+-A=+—H 1,022,538 14,853,614 458,223 785,453 17,119,828
It is the Group’s policy to lease out certain plant and AEEBHNHEERESLAERAETHE
machinery under operating leases. The average lease term FHks2 . TIgFAEE A —F - S ERE
is 1 year. All leases are on a fixed rental basis and do not FHLEERTAESRES o

include contingent rental.
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INVESTMENT PROPERTIES 17. REWXE

2013 2012

—E—= —ZF—=

HK$ HK$

BT AIT
At 1 January N—A—H - -
Additions NE 6,882,020 =
Fair value losses RREBE (1,252,020) -
At 31 December R+=—RAR=+—8H 5,630,000 -
Investment properties were revalued at 31 December 2013 on KEMERZTE—=F+T_A=+—"HEHB
the open market value basis by reference to market evidence VEEGBEMEENEERARZZEHUY
of recent transactions for similar properties by Asset Appraisal ¥R SIS EAERARTSBEREE
Limited, an independent firm of chartered surveyors. EE
The Group’s investment properties are located in Hong Kong AEBZIREYMEMRES  BERBHELOFE
under long leases. B
The Company’s total future minimum lease payments under AARR A HEEERESF 2 RRKE
non-cancellable operating leases are receivable as follows: ez AT ERFOE

HK$
ABIT

Within one year —FR 63,027
DEPOSITS PAID FOR ACQUISITION OF LONG- 18. AWEBRHIEEXNHZRE

TERM ASSETS

On 31 December 2013, Modern Crown Limited (“Modern
Crown”), a wholly-owned subsidiary of the Company,
entered into an agreement with EE S EZK EEEF F R
A @] (“Liaoning Zhuo Hua”), an independent third party,
pursuant to which Modern Crown agreed to purchase and
Liaoning Zhuo Hua agreed to sell commercial properties
situated at Liaoning Province, the PRC for a total cash
consideration of RMB10,379,000 (equivalent to approximately
HK$13,259,000) (the “Acquisition”). On the same date,
RMB4,000,000 (equivalent to approximately HK$5,107,000)
was paid to Liaoning Zhuo Hua as the first instalment of the
consideration according to the terms of the agreement.

R-TB—=F+-"A=+—8 ARRIZ2E
MEARRTEAERAR([RE])E—BEL
B R ERESEERAR([EER
I UME Bt BREREEEmMESE
BEHORBHEMNNRTREEENEENE
B REHBARKE10,379,0007T (HHE RL
13,259,000 )([WEEEIE ) - RER - B4R
B =GR MEE 2 E S AR4,000,000
TL (% R 45,107,000 7T ) TEARENSE
—HiIfT Ko
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18.

19.

20.
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DEPOSITS PAID FOR ACQUISITION OF LONG- 18. AWBRHAEEXANERES®E)
TERM ASSETS (Continued)
In accordance with the requirements under the relevant BiEETREMETSRBE PEEEBET
PRC laws in relation to the real estate market in the PRC, W E I AN T B A S A 2 B A H A
the Acquisition is conditional upon a wholly-owned foreign HBEELER  HO{EE o 10 il iRk (& R
enterprise to be established in the PRC and wholly-owned by BEMN T —MFE A=+ B2 AER - Bt
Modern Crown having been established by Modern Crown. If RGN AT NS HEEE S — A ERERET
this condition precedent has not been satisfied on or before ZEMBEFRET REBAT BEEIER
30 June 2014, the agreement shall cease and neither party R-ZE—ME+RA=+—BiEKREREE
shall have any obligations and liabilities towards each other PHEERERNEEESEYNMEARESE —
thereunder, and under such circumstance Liaoning Zhuo Bt 32 AR EE4,000,0007T (FEHFI& )@
Hua shall return RMB4,000,000 of the first instalment of the
consideration paid, without interest, in full unconditionally to
Modern Crown before 31 July 2014.
Details of the transaction had been disclosed in an THHABEBEERARARBRA-_ZT—=4F
announcement of the Company dated 31 December 2013. +=—A=+—HBHRE-
INVENTORIES 19. EE
2013 2012
—E-=F —ET——F
HK$ HK$
BT BT
Raw materials R 16,015,515 20,543,876
Work in progress TR 10,294,778 30,902,371
Finished goods BIK T 2,852,109 3,467,012
29,162,402 54,913,259
TRADE RECEIVABLES 20. EWEZ RN

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

AEE—BRETEPI0EVHNEEH K
SEEKEZRFIREZA B RMBFBEMFR
MARE DT

is as follows:
2013 2012
—E—-= —EF——4F
HK$ HK$
BT BT
0 — 30 days 0%230H 17,241,114 19,298,450
31 — 60 days 31260H 4,589,341 1,336,002
61 — 90 days 61290H - -
Over 90 days im0 H 83,889 161,120
21,914,344 20,795,572

JF Household Furnishings Limited Annual Report 2013
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TRADE RECEIVABLES (Continued)

The carrying amounts of the Group’s trade receivables are

20. EWEZRIE)
AEEERE SESR Y EEMENRFEE

denominated in the following currencies: SIME :
2013 2012
—E—=F =es— =
HK$ HK$
BT BT
RMB AR 3,981,371 3,252,192
usb ETT 17,932,973 17,543,380

DUE FROM RELATED COMPANIES

Amounts due from related companies disclosed pursuant to

21,914,344 20,795,572

21. FEWEEQTFIE
BIEE B D TEGIE161BIEH B 2 FElk B

section 161B of the Hong Kong Companies Ordinance are as NBEIFRIBEHR -
follows:
Group
rEE
Maximum
amount
Balance at Balance at outstanding
Name of director having 31 December 1 January during
Name beneficial interest 2013 2013 the year
R=B-=% R-B-Z=F
+=HA=+-A —H—H FAREEZ
218 REERCESHE 2R ZRERR BEEH
HK$ HK$ HK$
BT BT BT
JF Household Furnishings (BVI) Ltd. Mr. Leung Kwok Yin 4,737,355 4,737,355 4,737,355
RERERAM(ERREE)ERATF REB K4
Ningbo JF Furniture Co., Ltd. Mr. Leung Kwok Yin 324,424 585,733 585,733
(“JF Furniture”)
BERRERRREERAR(REXE]) RHERLE
5,061,779 5,323,088

All the above balances are unsecured, interest-free and have
no fixed repayment terms.

P L AR RN 2 B N EE EE K
/HEQ
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CASH AND BANK BALANCES 22, BERIBITHER
The Group’s restricted cash and bank balances comprised NEB 7SRV RBTELGBIEANE
guaranteed deposits for the issuance of bills and deposits HARMERABIERER UL EFTIR
pledged to banks to secure banking facilities granted to the TERBETAEBRITEE ZERNTFRGE
Group as set out in note 25 to the financial statements. BRI B EmEMTE25) -
An analysis of the carrying amount of restricted cash and FRHINS RIBITEAZERESITHOT -
bank balances is as follows:
2013 2012
—E—=F —E——%F
HK$ HK$
BT BT
Guaranteed deposits for the issuance of bills R # B HEZIEREFER 202,709 10,949,073
Pledged bank deposits EHERRITIFR 1,057,906 1,073,288

At 31 December 2013, the cash and bank balances of the
Group denominated in RMB amounted to approximately
HK$22,339,000 (2012: HK$25,136,000). Conversion
of RMB into foreign currencies is subject to the 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 balances
are denominated in the following currencies:

1,260,615 12,022,361

RZE—=F+-A=+—8 A&£EEUAR
k58 2 & RIRTTA #4 4 522,339,00078
TE(ZZT— 4 : 25,136,000/ 7T) ARKR
HBINEE BB 1R P B SNE B BRI A4S EE - &
EREBERE

AEBEZHRe MRITHEKREEETIR NIE
%5ME

2013 2012
-—T—= —E——4F
HK$ HK$
BT BT

HKD BT
RMB ARE
uUsD ETT
EUR BT
Others HAh

JF Household Furnishings Limited

Annual Report 2013

2,250,507 22,701,979
22,339,132 25,136,073

35,829 418,445
665 551
24,217 25,033

24,650,350 48,282,081
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TRADE AND BILLS PAYABLES 23. ENESZRIREMNERE

2013 2012

—=E—= —E——F

HK$ HK$

BT BT

Trade payables BT E BRI 13,759,837 12,582,312
Bills payables IS 405,418 21,898,146
14,165,255 34,480,458

The Group normally obtains credit terms ranging from 30 to HERFE T AEENEESY—# A30290H °

90 days from its suppliers.

The aging analysis of trade payables, based on the date of

FE 8 5 MR FIRWERE Y B 8 2 fRée 5 AT a0

receipt of goods, is as follows: T
2013 2012
—EB—=%f —E—_F
HK$ HK$
AT BT
0 - 30 days 0Z30H 9,144,076 6,407,042
31 - 60 days 31E260H 4,460,849 3,972,181
61 — 90 days 61290H 81,394 1,912,133
Over 90 days im0 H 73,518 290,956
13,759,837 12,682,312

The carrying amounts of the Group’s trade and bills payables

are denominated in the following currencies:

AEBRNEIRRRENREZREETS

BTHIERTIE -

2013 2012

—E—=F —EF——F

HK$ HK$

BT BT

RMB AR 14,104,897 34,419,949
usb ETT 60,358 60,509
14,165,255 34,480,458

The bills payable were secured by the guaranteed deposits of
the Group (note 22) and legal charge on leasehold land and
buildings owned by an independent third party.

FE A SRR DA AN 52 B eV B R 17 SR (Mt 2E22) K iy
—RBUE=THEAENEE L REEYH

EEEMEE

BEXEHAMRERLA 2013F3R
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24. OTHER PAYABLES AND ACCRUALS 24, HttENFERESTIEB
2013 2012
—E—= —E—-—4F
HK$ HK$
BT BT
Deposits received Blize 453,845 113,500
Accruals FEETIEE 6,186,829 6,488,802
Other payables (Note) o E SRR IE (B aE) 27,190,598 23,394,717
33,831,272 29,997,019

25.

Note: As at 31 December 2013, other payables included loans from an
independent third party of approximately HK$21,893,000 (2012:
HK$17,000,000). The loans are unsecured, interest charged at a fixed
rate of 3.5% (2012: 3.5%) per annum and repayable within one year.

BANK BORROWINGS

25.

An analysis of the carrying amount of bank borrowings is as

follows:

M : RZZE—=F+-B=+—0 HitENzEE
ERE — BB E =H 2 B3 #121,893,0007% 7T
—F— — % : 17,000,000/ 7T ) ° % & K A5 1K

B EEEFEE35%(ZT—=F : 3.5%)tE R

AR —FREE -

RITEE

RITEEZREEIFTOT

2013 2012
—=E—= —_EF——
HK$ HK$
BT BTT
Current liabilities REEE
Bank overdrafts repayable on demand — JEBKIEE ZIRITIE Y — EEA
unsecured 465,526 290,013
Portion of bank loans from banks due for HAR—FRNEEZHPRITERK
repayment within one year
- secured —BHER 19,209,077 17,373,334
— unsecured — A 15,986,250 26,383,475
35,660,853 44,046,822
The borrowings are repayable as follows: EEEEMRAT -
Within one year —FR 35,660,853 44,046,822

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.

JF Household Furnishings Limited Annual Report 2013
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BANK BORROWINGS (Continued) 25. RITEE )
The carrying amounts of the Group’s borrowings are AREFEE ZERE TR N EEBIE :

denominated in the following currencies:

HKD RMB uUsD Total
BT AR ESp st
HK$ HK$ HK$ HK$
BT BIT BT BT
2013 —EB-=fF
Bank overdrafts BITEX 465,526 - - 465,526
Bank loans BITER 5,396,957 29,798,370 - 35,195,327
5,862,483 29,798,370 - 35,660,853
2012 —E——4F
Bank overdrafts |ITEX 290,013 - - 290,013
Bank loans WITER 8,213,622 28,354,080 7,189,107 43,756,809
8,503,635 28,354,080 7,189,107 44,046,822
The average interest rates per annum at 31 December were RT+ZA=+—B2FAFEREMT :
as follows:
2013 2012
—E—= —E——4F
Bank loans RITEK 6.0% -7.2% 1.31%-7.87%
Bank overdrafts RITEX 5.25% 5.25%
At 31 December 2013, the Group’s bank facilities were RIE—=F+_A=+—H AEBEZRTT
secured by the following: EEBRNATIERERR
(a)  legal charge on leasehold land and certain buildings (@ —RBEBYFE-SHEAENEELIHESR
owned by an independent third party; FRREMR AT
(o)  corporate guarantee given by the Company and a o) ARER—K@ABARIRMEHARIE
related company; and R &
(c)  all monies charge over deposits executed by a () KRB ARIKRITAZ®AEL
subsidiary of the Company in favour of a bank of 2 HFFEEH1,000,0008 (=2 —=
HK$1,000,000 (2012: HK$1,000,000). £ 1 1,000,000/ 7T) °
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26. DEFERRED TAX LIABILITIES 26. EEBEEE
The following are the major deferred tax liabilities recognised ANEBMAHNTEBELERBEEDOT -
by the Group:
Undistributed
earnings of
PRC
subsidiaries
FEME AR Z
ROEEF
HK$
BT
At 1 January 2012, 31 December 2012, 1 January 2013 R-ZE——F—HF—H -ZZT—_F
and 31 December 2013 +-B=+—HB -—2FE—=%F—H—H
MNZ_TE—=F+-A=+—H 1,715,969
At the end of the reporting period the Group has unused tax RIEBERT  AEBBREABABEEE
losses of approximately HK$23,000 (2012: HK$6,691,000) #923,000% T (= F— =% : 6,691,000/ 7T )
available for offset against future profits. No deferred tax asset Al AR B AR AR FI o B AR A& F it 2 1 Al
has been recognised due to the unpredictability of future FERIME W BERBELETIBEEE - RIERH
profit streams. The unrecognised tax losses may be carried THEE ] ER B4 e -
forward indefinitely.
27. SHARE CAPITAL 27. BAR
Ordinary shares of HK$0.01 each
SREE.01BTHEER
Number of shares Par value
RHEE [EE
Note HK$
BisE BT
Authorised: AT
At 1 January 2012, 31 December 2012 and NZZE——-F—[F—H —ZT——_F+=
1 January 2013 A=+—HEK=-T—=%—F—H 500,000,000 5,000,000
Additions g (i 4,500,000,000 45,000,000
At 31 December 2013 NZE—=%+-A=+—H 5,000,000,000 50,000,000
Issued and fully paid: BEETREAR :
At 1 January 2012 N-_E——F—F—H 223,689,000 2,236,890
Placement of shares FLE AR D (i 15,600,000 156,000
At 31 December 2012 and 1 January 2013 RZZE——F+_A=1t—HKZZT—=
F—A—H 239,289,000 2,392,890
Shares issued on exercise of warrants 1T{E RN E R TR (D (iif) 50,000 500
At 31 December 2013 RZE—=F+-A=+—H 239,339,000 2,393,390

ote JF Household Furnishings Limited Annual Report 2013
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SHARE CAPITAL (Continued)

Note:

(i) On 21 January 2013, the shareholders of the Company at the
extraordinary general meeting approved the increase in authorised
share capital of the Company from HK$5,000,000 divided into
500,000,000 ordinary shares of HK$0.01 each (“Shares”) to
HK$50,000,000 divided into 5,000,000,000 Shares by the creation of
an additional 4,500,000,000 new Shares. The new Shares shall rank
pari passu with the existing Shares upon issue.

(if) On 5 March 2012, the Company completed a private placement of
15,600,000 shares at a placing price of HK$1.92 per share, which
raised gross proceeds of approximately HK$29,952,000. The excess
of the subscription consideration received over the nominal values
issued, net of share issue expenses, which amounted to approximately
HK$28,688,000, was credited to share premium account.

(ii) During the year ended 31 December 2013, 50,000 ordinary shares
of HK$0.01 each were issued in relation to warrants exercised at
HK$1.92 for a total consideration of HK$96,000. The excess of the
subscription consideration received over the nominal values issued,
which amounted to HK$95,500, 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.

27. BA&®E)
P 5E -

() RZE—=F—A=+—8 A2 AIBRREABRR
FERIRE E8E/& - %818 5k ¥ 5P 4,500,000,000/%
A% 19 #8 AN 2 B10E TE AR 48 25,000,000 7T 5 A
500,000,0000% & % [ {50.017%8 7T 2 & @ A% ([ i
% 1) # 11 250,000,000 7T 5 A5,000,000,000
FRAZ1A - IR DR BITRER RN =ZFRFE

s
m °©

(ii) RZZE——F=AH8 FARAZKUNEEES
f%1.927% 7T L A B2 &15,600,0008% A% 15 + & & AT
18 7R 18 4858 429,952,000 7T © Ug B i) 2 0 R (B
= B 1T T (B KO #B BB B0 9 /3 928,688,000/ 7T
Bt AR D i B o

(iii) RBE_ZE—=6+-A=+—RALEE &
1.927%8 7T /) (B 1% 17 {5 58 A% ¥ 3% i 2 1750,0000%
SRR EE0.0178 T /Y I @ AR - 42K {8 /96,0007
T BEINBRBERESRBETABNBELS A
95,5008 7T * B 5T AR = B K o

AREEERANE NS EREARENBELE
87 B BB RS AR KB AE
%o

AEEREZERLIEEEASE AREREBEE
REEPNEREENRRBUEEERFABELRSE
B REFARABELNER ARERSTHBIRER
B BT RBRD B ES  BLEBRBEHX
HEBEENRDET -

AEBENEGHERABREAL R BEEEITE R X
HERAERF R A EABREAE - EFFREAE
BRERREMREFEYHE - KHABREAREM
Bres by B - Bt i (B - AR 8 i ) So B b 1
o

AEEZRERBERFREEHBRER L FTERTR
BEEML - SEFXAEZLE  AEEXSHRIK
TREZESSHE BETHR RARRREER
BEFMEIHEEENRDER -

REXERAMEBEMRLA 2013F K
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27.

28.

90

SHARE CAPITAL (Continued)

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.

SHARE - BASED PAYMENTS
Equity-settled share option scheme
New Share Option Scheme

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 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 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 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.

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.

27.

28.
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SHARE - BASED PAYMENTS (Continued)
Equity-settled share option scheme (Continued)
New Share Option Scheme (Continued)

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.

During the year, no option (2012: Nil) was granted or
outstanding under the New Share Option Scheme.

WARRANT

On 16 February 2012, the Company entered into a warrant
placing agreement with the placing agent for warrant placing
of up to an aggregate of 18,000,000 warrants conferring
rights to subscribe for 18,000,000 ordinary shares at the
warrant exercise price of HK$1.92 per ordinary share (subject
to adjustment upon the occurrence of any of the adjustment
events and other dilutive events which may have adverse
effects on the rights of the holder of the warrants). Upon full
exercise of the subscription rights attaching to the warrants, a
total of up to 18,000,000 ordinary shares will be issued.

The warrants were placed at a warrant placing price of
HK$0.01 per warrant and the gross proceeds of the warrant
placing were HK$180,000. The warrants were issued on 5
March 2012 and the subscription period is 18 months from
the date of issue of the warrants. During the year, 50,000
warrants were exercised at an exercise price of HK$1.92 and
for cash which resulted in 50,000 ordinary shares of HK$0.01
each being alloted and issued. The corresponding amount in
the warrant reserve, amounting to HK$500, was transferred to
the share premium account.

On 4 September 2013, all the remaining 17,950,000
unexercised warrants were expired and lapsed.

28.
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30. NOTES TO THE CONSOLIDATED STATEMENT 30. SKEREREBBERMT
OF CASH FLOWS

0]

Disposal of subsidiaries (i)

On 3 June 2013 the Group disposed of its subsidiaries,
Fast Mind Corporation Limited, &&= (B/INEEBR A
Al and REBRKEF AL R)BR A A

HEHE LR

RZZE—=FA=0 AEELHEH
MEARARERRF 2 E(EM)
BEARLRRESRERIKEXRL
R)BRAF -

Net assets at the date of disposal were as follows: REERBRZFEENT ¢

HK$

BT
Deposits, other receivables and prepayments %4 -~ Hih e I8 KB I8 934,032
Cash and bank balances e RIRITHERR 4,463,679
Other payables and accruals HAu e 5RIE R EETIE B (5,397,711)
Net assets disposed of BHEFEE -
Release of foreign currency translation reserve BERBR SN TE R (198,446)
Gain on disposal of subsidiaries LEMB A RME 193,447
Total consideration — satisfied by cash BWRE-UReX 1
Net cash outflow arising on disposal: HEMEEZ RS RHFE
Cash consideration received BURENRE 1
Cash and cash equivalents disposed of BEHERSRBECEEY (4,463,679)

JF Household Furnishings Limited Annual Report 2013

(4,463,678)



NOTES TO THE FINANCIAL STATEMENTS
Bt 8% ¥R 2R B BE

For the year ended 31 December 2013 HLE T —=F+_A=1+—HIFE

31.

32.

STATEMENT OF FINANCIAL POSITION OF THE 31. ZAARZHBRRE
COMPANY
2013 2012
=F—= —E—_F
HK$ HK$
BT BT
Investments in subsidiaries RHTB AR Z’RE 3,558,141 3,558,133
Due from subsidiaries FEUS BB A RIFRIA 42,581,719 68,718,032
Other current assets HEimBEE 115,603 833,134
Due to subsidiaries JFEASH BT BB A B FN I8 (20,359,952) (25,102,307)
Other current liabilities HEfnEha® (1,008,740) (1,538,809)
NET ASSETS BEE 24,886,771 46,468,183
Share capital N 2,393,390 2,392,890
Reserves EE 22,493,381 44,075,293
TOTAL EQUITY HRER 24,886,771 46,468,183
Note: P &E -
The amounts due from/(to) subsidiaries are unsecured, interest-free and have B AEMN)MBARIREAEERR RERERTE
no fixed terms of repayment. FRER o
RESERVES 32. f##E
(@) Group (a) F&EE

The amounts of the Group’s reserves and movements

therein are presented in the consolidated statement

of profit or loss and other comprehensive income and

consolidated statement of changes in equity.

BABNREMEEMNERGAE

#EBE-
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32.

(b)

NOTES TO THE FINANCIAL STATEMENTS

RESERVES (Continued) 32. @#EE
Company (b) ZA&AF

Retained

Shares  Contributed Warrant profits/

premium surplus reserve (accumulated
(note (c)fi) (note (c)fi)) (note 29) losses) Total

AmEE

RAEE BABH fE  REER/
(W) (W) (Wi#29)  (RitE#) aE
Note HKS HKS HKS HKS HKS
63 BT BT BT BT BT
At 1 January 2012 WZE-—F-f—H 1,107,000 42,967,020 - 17268576 61,332,5%
Shares issued on placement RERETNRG 27l 28,687,840 - - - 28,687,840
Issue of warrants BARES - - 180,000 - 180,000
Loss for the year FRER - - - (46,125,143)  (46,125,143)
At 31 December 2012 RZE-—#+-f=1-H 29,794,840 42,967,020 180,000  (28,866,567) 44,075,293
At 1 January 2013 W-E-=%-F—H 29,794,840 42,967,020 180,000  (28,866,567) 44,075,293
Share issued on exercise of warrants {72 REERZETRN 27(ii) 96,000 - (500) - 95,500
Loss for the year ENEE - - - 21,677412)  (21,677,412)
At 31 December 2013 W=E-=%+-fA=1-H 29,890,840 42,967,020 179,500  (50,543,979) 22,493,381

(9

Nature and purpose of reserves

() REZMERAR

(i)  Share premium (i) RKRGEE
Under the Companies Law of the Cayman BERSEESATE AAFH
Islands, the share premium of the Company is RO EBRIRIEARATANAD A
available for paying distributions or dividends AEBERERAR A AIMAA R
to shareholders subject to the provisions of F o BARAREELE D IR OR R
its Memorandum and Articles of Association A% B0 AR B TE B RE K 3R
and provided that immediately following the BB AEER DX NER
distribution or dividend the Company is able HEG IR B BAE T 2 (&S o
to pay its debts as they fall due in the ordinary
course of business.

(i)  Contributed surplus (i) HARE

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.

JF Household Furnishings Limited Annual Report 2013
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SUBSIDIARIES 33. MEAE

MBARR -_ZE—=F+_HA=+—H®H

Particulars of the subsidiaries as at 31 December 2013 are as

follows: 1S -
Place of Nominal value of
incorporation/ issued and paid-
establishment Attributable up ordinary shares/
Company and operation interest registered capital Principal activities
R, BRETRBE
A B AR i B PEfh e EEREE ZMERX TEXR
Directly held
BEERE

JF Household Furnishings (Asia) Ltd.

ELFEAMEMERAR

Profit Business Group Limited

BEKEARAT

Modern Crown Limited

BEAR AR

Indirectly held

F&ERE

Keylink Technology Limited

BERZARAR

JF Household Furnishings

(Macau) Holdings Ltd.

ELFERMORM) ZRERAT

Deluxe Trading (HK) Limited

JBERES(BE)BERAF

British Virgin Islands ~ 100%

RBAAREE

British Virgin Islands ~ 100%

ARAEARES

The Republic of 100%

Seychelles
ETRINE

British Virgin Islands ~ 100%

RBAAREE

British Virgin Islands ~ 100%

ERBUBRES

Hong Kong 100%

B

300 ordinary shares of
US$1 each

300 BREEIETH
i

1 ordinary share of US$1
each

1REREEIETHLE
&

1 ordinary share of US$1
each

1REGREBEIETHER
i

100 ordinary shares of
US$1 each

1008 B AR E B 1 TTE)
AR

100 ordinary shares of
US$1 each

1008 & AR EI{E 13X TTA)
Lk

100 ordinary shares of
HK$1 each
100 G AR E (178 T

Investment holding

REER

Investment holding

REER

Investment holding

REER

Investment holding

REER

Investment holding

AR

Property investment

MERE

BpexEARERAT 20135% 9§
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33. SUBSIDIARIES (Continued) 33. MEATE(E)
Place of Nominal value of
incorporation/ issued and paid-
establishment Attributable up ordinary shares/
Company and operation interest registered capital Principal activities
Ao BRTRER
AT B R AR 3 B PEfL ez LEREE SMER  TEEE
Indiirectly held (Cont’d)
fiE#E (&)
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
= FE AMERRBRER SERHETHFHRE
7,000,000% 7T KIE R m ki
JF Metal** PRC 100% Registered capital and ~ Manufacturing and
paid-up capital of processing of stainless
US$140,000 steel rods and other
accessories
rEeE" H AMERRBRER BUERMI A FMERE
140,000% 7T et
JF Household Furnishings Macao Macau 100% MOP100,000 General trading
Commercial Offshore Limited*
REREARRMBFEERBARLR R 100,000/ 91 —REH
# Statutory financial statements not audited by RSM Nelson Wheeler # EAEMERRAKLP I EE(RS) SR EHEAT
1z
e Wholly-owned foreign enterprise established in the PRC i ERBRHINEBE R

JF Household Furnishings Limited Annual Report 2013
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35.

36.
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CONTINGENT LIABILITIES 34.

At 31 December 2013, the Group did not have any significant
contingent liabilities (2012: HK$Nil).

CAPITAL COMMITMENTS 35.

The Group’s capital commitments at the end of the reporting
period are as follows:

HAREE

RZB-—=F+ZA=+—H AEEITHEE
MERKABE(ZT—ZF : TFT)-

BAEIE
A B RS B RIS E AR -

2013 2012
—E—=f —F—=
HK$ HKS$
BT BT
Property, plant and equipment WE - B R
Contracted but not provided for BRI AEREE 8,309,397 -
OPERATING LEASE COMMITMENTS 36. RKREHERE

At 31 December 2013, the total future minimum lease
payments under non-cancellable operating leases are payable

RZE—=F+"A=+—8 TAHEgS
MEST Nz ARKERSRENT ¢

as follows:
2013 2012
—B—=F — T4
HK$ HK$
BT BT
Within one year —&FR 619,313 3,175,788
In the second to fifth years, inclusive TELE(BHEEREME) 85,439 937,588
704,752 4,113,376

Operating lease payments represent rentals payable by the
Group for certain of its offices. Leases are negotiated for an
average term of 2 years and rentals are fixed over the lease
terms and do not include contingent rentals.

REHBENFEARBEREETRAZTEN
2z -HENFHEMBERMFEREER
REPzETES B TEERAES-
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37.

RELATED PARTY TRANSACTIONS 37.

In addition to those related party transactions and balances
disclosed elsewhere in the financial statements, the Group

BEALRS

BB RREMIESMABENEEALRS
RAERRIN - RMFR - AEEEEFA T

had the following transactions with its related parties during VN
the year:
2013 2012
—E-=F —F—=
HK$ HK$
BT BT
Rental income from RENRTARLZHESHA
- JF Furniture —REERA 746,124 852,497
Sales to HMATRARHE
- BRESEEABIMERAA —FREBEEABMERAA
(Ningbo Xinlong Air-Conditioner Equipment
Co., Ltd.) - 606
Leasing charges paid to MUATRAREZNHEER
- R EERREFTRAA] — kR EERHREFTRAR]
(Yuyao Jiefeng Air Conditioning Equipment
Co., Ltd.) 584,813 571,102
Processing charges paid to RUATRARSAMNIE
— JF Furniture —REERE 553,428 568,565
License fees paid to R T AR ETE
- A.C.R. Equipment Supplies Limited —RYRRBMBRAR] 120,000 120,000
Rental expenses paid to R TALTZAEE
— Senior management — SR EEE 81,135 82,800

JF Furniture has guaranteed bank loans made to the Group of
approximately HK$15,986,000 at 31 December 2013 (2012:
HK$16,110,000).

A director of the Company, Mr. Leung Kwok Yin and two key
management, Mr. Yan Siu Wai and Mr. Bao Jisheng, have
beneficial interests in the above companies.

During the year, the key management personnel

compensation paid by the Group is disclosed in note 10 to
the financial statements.

JF Household Furnishings Limited Annual Report 2013
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38. EVENT AFTER THE REPORTING PERIOD

(@)

On 27 January 2014, the Company raised its fund
by way of a private placement of 47,867,000 shares
of the Company at the placing price of HK$3.14 per
share, which raised a gross proceeds of approximately
HK$150 million. Details of the placing had been
disclosed in an announcement of the Company dated
27 January 2014.

On 26 February 2014, the Company entered into a
non-legally binding memorandum of understanding (the
"MOU”) with #EIEEF EHERZEFR A F (“Fushun
Heng Sheng”), an independent third party, in relation to
the acquisition of a non-residential building at Number
86, Site A, Jin Xiu Lan Wan and located at the Central
Street, Economic Development Zone, Fushun City,
Liaoning Province, the PRC with a total gross floor
area of approximately 17,076.52 square metres (the
“Property”) by the Company or a party designated by
the Company (the “Possible Acquisition”). Completion
of the Possible Acquisition is subject to the completion
of a formal sale and purchase agreement between the
Company and Fushun Heng Sheng.

The consideration for the sale and purchase of the
Property will be negotiated between the parties based
on the results of the due diligence investigations
and valuation. The maximum consideration payable
in relation to the acquisition of the Property is
HK$200,000,000 or its equivalent amount in RMB.

A refundable deposit of HK$100,000,000 was paid
by the Company to Fushan Heng Sheng on 26
February 2014 according to the terms of the MOU. If
the Possible Acquisition materialises, the deposit will
be used to set-off part of the consideration payable
in relation to the acquisition of the Property. The
Company may terminate the MOU by giving to Fushun
Heng Sheng seven days’ notice in writing at any time
after the date of the MOU. If the Company and Fushun
Heng Sheng fail to enter into a formal agreement within
six months from the date of the MOU or the MOU is
terminated by the Company, Fushun Heng Sheng shall
within three business days return the deposit (without
interest) in full to the Company.

38.
(@)

BEMREMF

R-ZB—NE—F-++H AAFE
BR34BT EE  AFLAREF
= R & A& R 5147,867,0008% f% 13 M &
& EE P15 IB 4R 4150,000,000
BT EFERETARFTBHAZ
T—ME—A-++ABNAE-

R-E—mME=-A=—+/xB KAAQFHE
— R E = HRIEIE S E i E R
ERAR(EIEES )L EXELD
ROMBBERSR(RBRESRE]):
HEBARRS ARG EMNIA A
U B 58 48 ZARESIR M IEE EEF
((ZEE]) NRTEHEELEIET
KERBEPRE BEEMBOAR
17,076.52F 75 K ([ AT gE U iE = 1E )
AREKEFBEESAAREEIEES
RV IEREERRE T ST -

EERFEENRERSERITNES
REEBREENAELERMBE
FERMBZEENENREZSZE
200,000,000/ T (s A R¥EETHED
HEEEHE)-

REBREE TN GRS ARRER =
T-ME_A-+RAREIEESR X
< A 3R B #2 ©100,000,000/% 7T ° fi# A
RWBERZE RIBRZeSBIER
HARKBEZEENIDBNKE &
DA AR AR AR T B B HR (T B
FAEIETE 2 H+ A EEEIAL
IFRRER A 8 - i AN B B AR R 18 7 R
BER AR AR 1R T 8% A B E /N 18 A AT
Y IEA BE AR B LR AT
mIEEA AR =AZXBARANAR
BHEREAERE (TFIAME)-

99

ZEMAMBRLDE 2013F#H
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38. EVENT AFTER THE REPORTING PERIOD 38.

(Continued)

(b) (Continued)
The entering into of the MOU does not constitute
legally binding obligations on the parties thereto.
Completion of the Possible Acquisition is subject to
the entering of a formal sale and purchase agreement
between the Company and Fushun Heng Sheng.

Details of the MOU and the Possible Acquisition had
been disclosed in an announcement of the Company
dated 26 February 2014.

39. APPROVAL OF THE FINANCIAL STATEMENTS 39.

The financial statements were approved and authorised for
issue by the board of directors on 31 March 2014.
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MEMHREHE)
(o) (%)

AR ESHRE T HETNETE
FRAR (AT BOR R AR S 60 AwE - T Al e
BEHEAFARBEEIEER I IE
AEBEEBHR HETK-

REESE R RENEEENFIER
ERARAIBBMA-ZT—NF A
e AN == 0 /NS

B ® & &

BEEECR T NE=ZFA=1+—HiltER
FRETIZE RBF IS 3R -
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