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

GEM has been established as a market designed to accommodate companies to which a high investment
risk may be attached. In particular, companies may list on GEM with neither a track record of profitability
nor any obligation to forecast future profitability.

Furthermore, there may be risks arising out of the emerging nature of companies listed on GEM and the
business sectors or countries in which the companies operate. Prospective investors should be aware of
the potential risks of investing in such companies and should make the decision to invest only after due
and careful consideration. The greater risk profile and other characteristics of GEM mean that it is a market
more suited to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on GEM may
be more susceptible to high market volatility than securities traded on the Main Board of the Stock Exchange
and no assurance is given that there will be a liquid market in the securities traded on GEM. The principal
means of information dissemination on GEM is publication on the internet website operated by the Stock
Exchange. Listed companies are not generally required to issue paid announcements in gazetted
newspapers. Accordingly, prospective investors should note that they need to have access to the GEM
website in order to obtain up-to-date information on GEM-listed issuers.

The Stock Exchange takes no responsibility for the contents of this report, makes no representation as to its accuracy
or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance
upon the whole or any part of the contents of this report. This report, for which the directors (“Directors”) of JF
Household Furnishings Limited (“Company”) collectively and individually accept full responsibility, includes particulars
given in compliance with the Rules Governing the Listing of Securities on the GEM of the Stock Exchange (“GEM
Listing Rules”) for the purpose of giving information with regard to the Company. The Directors, having made all
reasonable enquiries, confirm that, to the best of their knowledge and belief: (i) the information contained in this report
is accurate and complete in all material respects and not misleading; (ii) there are no other matters the omission of
which would make any statement in this report misleading, and (iii) all opinions expressed in this report have been
arrived at after due and careful consideration and are founded on bases and assumptions that are fair and reasonable.
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CHAIRMAN’S STATEMENT

To Our Shareholders

On behalf of the board of Directors (“Board”), | am pleased to present the annual report of JF Household Furnishings
Limited (“Company”) and its subsidiaries (collectively, “Group”) and its audited financial results for the financial year
ended 31 December 2007.

For the fiscal year ended 31 December 2007, the Group recorded a turnover of approximately HK$353.8 million,
representing an increase of 82.4% over that of 2006. The increase in turnover was due to a strong rebound of the
stainless steel businesses and the full operation of the production line for “flat line” timber products following the
completion of the new plant for the timber businesses during the fiscal year. The stainless steel turnover increased by
HK$102.9 million while the timber business turnover increased by HK$57.0 million over that of 20086.

In 2007, the Group'’s profit attributable to shareholders was approximately HK$27.7 million, representing a 33.8%
increase as compared to that of 2006, despite a narrowing of gross profit margin from 18.3% in 2006 to 13.8% in
2007. The decline in the gross profit margin was mainly due to the drop of the percentage in refund of import tax and
the generally lower profit margin of the timber products in its first year of full operation.

Business Review

Year 2007 represents a remarkable turnaround for the Group. Notwithstanding the Group faced certain operating
difficulties and risks during the year, such as increasing costs of raw materials and labour, imposition and change of
PRC governmental policies, the appreciation of RMB and the reduction of the rate of import tax refund from 13% in
2006 to 5% in the 2nd half of 2007, the management had successfully delivered over 33% profit growth for the Group
in year 2007. The management had during the fiscal year taken effective steps to minimize the adverse impact arising
from such operating difficulties and risks, such as taking hedging contracts and liaising with key customers for price
adjustments. Leveraging on the close and strong working relationship with the key customer of the Group, the
management had managed to offset certain additional costs and secured a significant profit growth in year 2007.

During the year under review, the Group’s core stainless steel business returned to a strong growing path with its
turnover increased by more than 56.5%. Production capacity for the stainless steel production lines again reached its
upper limits, hence, the Group had leased additional production space of about 760 square meters to house the
production line of pedal bins, its signature stainless steel product. Apart from the continuous diversification of the
product range of the stainless steel products, the management had also paid efforts in resourcing and actualising
semi-automatic production line for certain stainless steel products.

The completion of the new 30,000 square meters timber production plant in June of 2007 started a new phase for the
Group. Turnover attributed by the sales of timber products since July 2007 amounted to over HK$50 million. Operation
has quickly reached satisfactory level and the Group had been requested by its key customer to plan for further
increase in the timber plant capacity.

During the year, the Group entered into negotiation with its key customer for the feasibility of establishing a stainless
steel distribution centre. The cooperation between the Group and its key customer in the stainless steel distribution
centre, if proceeded, will expand the scope of business of the Group and provide additional source of income for the
Group.

Further, the Group also entered into discussion with its key customer to manufacture a new furniture series, an
environmentally-friendly and low-cost products, which could have breakthrough implication for the Group.

JF Household Furnishings Limited
Annual Report 2007
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CHAIRMAN’S STATEMENT

Outlook and Future Prospects

In the year 2007, a strong foundation for the future growth of the Group had been established. The completion of the
30,000 square meters new production plant for timber products in June 2007 was a significant milestone for the
Group in developing timber related businesses.

Growth in the timber business will come from several directions as follows:

1. since the operation of the production lines of timber products in the new production plant only began in the
second half of 2007, the management expected that orders for existing timber products will increase substantially
in 2008;

2. the Group will continue to liaise for the production of additional models of timber products with the customers,

and it is expected that numbers of new products will bring in significant sales for the Group; and

3. as the production for the existing model of timber products has been highly satisfactory, the Groups is in
negotiation for the production of a new series of timber products. The management trusts that the new project,
once actualised, will again stimulate the growth of the Group’s timber related business.

The management believes that the learning curve for the timber production is behind us, and the Group will generate
a reasonable profit margin with further improvement of workflow and a more efficient use of materials.

In regard to the stainless steel division, the management is confident that the growth for stainless steel products will
continue as the product line diversifies and increases continuously. The stainless steel distribution centre, if established,
will also provide synergetic effect to the Group’s business of stainless steel products.

To prepare for the expansion and the demand for additional space for production, the management had leased
additional production space of about 2,725 square meters for the stainless steel production in February 2008, and is
also considering the lease of another 7,000 square meters of production space by the Group to meet further
requirements for production capacity in the near future.

The appreciation of RMB continued to affect the costs for the Group. The management had tried out certain hedging
strategies and is confident that the costs associated with the appreciation of RMB can be minimized.

Looking ahead, the management is optimistic that the Group is in a strong position to deliver sustainable profit growth
for the shareholders, through the continuing growth in the stainless steel division and the new substantial profit to be
generated by the timber division in the year 2008.

The Company is considering the possibility of alternative listing (“Alternative Listing”) of the Shares on the Main Board
of the Stock Exchange. Although there is no assurance that the application for the Alternative Listing will proceed and
succeed, the management is of the view that the successful Alternative Listing will further uplift the Group’s profile and
is beneficial to the Company and its shareholders as a whole.

Appreciation

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

Yan Siu Wai
Chairman
Hong Kong, 25 March 2008
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FINANCIAL HIGHLIGHTS

Year ended 31 December

2003 2004 2005 2006 2007
HK$ HK$ HK$ HK$ HK$
Results
Turnover 84,087,159 152,459,445 199,625,181 193,902,367 353,755,842
Profit attributable to
shareholders of the Company 13,386,962 18,876,904 23,659,231 20,662,883 27,656,969
Assets and Liabilities
Total assets 63,509,182 84,794,832 116,591,011 132,972,559 231,706,985
Total liabilities 52,553,335 59,490,978 41,436,610 43,448,295 115,376,003
Equity attributable to
shareholders of the Company 10,955,847 25,303,854 75,154,401 89,524,264 116,330,982
Earnings per share
Basic N/A 0.14 0.17 0.12 0.16
Diluted N/A N/A 017 012 0.16

JF Household Furnishings Limited
Annual Report 2007
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MANAGEMENT DISCUSSION AND ANALYSIS

Results of Operations

For the fiscal year ended 31 December 2007, the Group reported a turnover of approximately HK$353.8 million,
representing an increase of 82.4% from that of the fiscal year of 2006. The increase of turnover came from the growth
of the stainless steel division and the new timber division. Turnover for the stainless steel division increased by HK$102.9
million during the year to HK$285.0 million, representing 56.5% increase. Turnover for the timber division increased
from HK$11.7 million in 2006 to HK$68.7 million in 2007, as the Group moved from the pilot production mode to a full
production mode when the new timber plant was completed and commenced to operate in June 2007.

Overall gross profit margin dropped significantly from 18.3% in the year 2006 to 13.8% in 2007, mainly due to the
drop of the percentage in refund of import tax, and the generally lower profit margin of the timber products in the first
year of operation.

Gross profit margin for the stainless steel division dropped from 19.2% in 2006 to 16.1% in 2007 mainly because of
the reduction of import tax refund and the rise in stainless steel prices.

The shift of policy by the Chinese government to lessen its reliance on export growth has increased costs for the
Group’s products as the import tax refund percentage reduced from 13% to the current rate of 5%, contributing
higher costs of RMB11.2 million for the Group.

Stainless steel prices continued its steep rise during the first half of 2007 and stabilized during the second half of
2007. The price of type 304 (“Type 304”) steel increased from an average of RMB25,560 per ton for the full year 2006
to RMB30,040 per ton for the full year 2007. In order to avoid significant increase of costs in the future, the management
will continue to strive for prices adjustment with the key customer based on the fluctuation of price in raw materials.

Gross profit margin for new timber division was a mere of 4.3% as the full operation of the division started only in the
second half of the year and the management is still on the learning curve. By the end of the year, operations ran
smoothly with monthly turnover exceeding RMB10 million per month.

The Group started to benefit from the economy of scale with ratio of total expenses (selling and administration) as a
percentage of turnover dropped from 7.2% in 2006 to 5.0% in 2007.

Selling and distribution costs increased to approximately HK$4.3 million or 73.7% mainly in line with the rise in turnover,
despite the increase of fuel prices and the appreciation of RMB.

Administrative expenses of approximately HK$13.3 million increased only slightly by 15.3% over that of 2006, mainly
because lower exchange losses in 2007 and no share option benefits were charged in 2007 (HK$411,000 was charged
in 2006).

Excluding the exchange losses and the option benefit charges, the administrative expenses increased by HK$4.0
million, or 45.1% over that of 2006. The increase was mainly due to higher salary costs of HK$878,000, higher
commission fees of HK$521,000, and the higher general expenses due to overall higher turnover achieved by the
Group and the operation of the new timber plant that increased depreciation of equipment and land use rights
(HK$419,000), various local taxes (HK$338,000) and audit fees and bank charges (HK$504,000).

Finance costs rose to approximately HK$3.1 million or 189.8% from the relatively low level of approximately HK$1.1
million mainly due to the rise in bank borrowing to finance the new timber plant and to finance higher working capital
requirement due to increase in turnover.

Income tax expenses increased from HK$3.9 million in 2006 to HK$5.1 million in 2007, with the average tax rate of
15.7% in 2007, the same level with the 15.8% level in 2006.

Net profit in 2007 was approximately HK$27.7 million, representing a 33.8% increase as compared to that of 2006.
The significant increase in net profit mainly came from the stainless steel division, as the sales attributed by the
stainless steel division increased by 56.5%.

Liquidity, Financial Resources and Funding and Treasury Policy

The Group’s overall financial position was affected by two main factors: the 82.4% increase in turnover which increased
the working capital requirement, and the completion of the new timber plant and installation of new timber equipment
in mid 2007, which increased the fixed assets. The increases were financed by concrete support from banks.

As at 31 December 2007, the Group had bank and cash balances of approximately HK$18.5 million

(2006: HK$9.4 million) and net current assets of approximately HK$45.6 million which show a slight increase over the
approximately HK$43.0 million recorded in 2006. Non-current assets continue to increase, by approximately HK$28.5
million to approximately HK$75.0 million in the current year. The increase was mainly due to the new timber plant.

JF Household Furnishings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

As at 31 December 2007, the Group had current liabilities of approximately HK$111.1 million, a significantly higher
level than the 2006 year end balance of approximately HK$43.4 million. The higher position consisted mainly of the
increase of trade payables by HK$18.5 millions and increase of bank borrowings by HK$43.2 million, again due to the
new timber plant and the higher working capital.

Bank Loans and Other Borrowings

Particulars of bank borrowings and charges on the Group’s assets are set out in notes 25 and 26 to the financial
statements.

Gearing Ratio

The Group’s gearing ratio, which was derived from the total borrowings to total assets, increased to 32.3% up from
19.2% in 2006, as the Group had increased its borrowing to finance the additional working capital and the new timber
plant.

Future Plans for Material Investments

Save as disclosed in this report and the Company’s Prospectus dated 5 October 2005 (“Prospectus”), the Company
had no material acquisition or capital expenditure plan as of 31 December 2007.

Contingent Liabilities

As at 31 December 2007, the Group did not have any significant contingent liabilities.

Subsequent Events

No subsequent events occurred after 31 December 2007, which may have significant effects on the assets and
liabilities of future operations of the Group.

Foreign Exchange Exposure

All transactions of the Group are denominated in RMB, Hong Kong dollars or US dollars. As RMB has continued to
appreciate, the Group had purchased currency forward contract to hedge some of the risks associated with the RMB
appreciation. The Group has also shifted more of its borrowings in Hong Kong dollars, which form a natural hedge
with US dollars.

Employees and Remuneration Policy

As at 31 December 2007, the Group employed approximately 940 staff in the PRC and Hong Kong, representing an
increase of 227 staff from 31 December 2006. The increase in staff was mainly attributable to the Group’s completion
of the new timber plant and the installation of new equipment. Accordingly, the Group’s remuneration to employees,
including Directors’ emoluments, increased by approximately HK$7.2 million to approximately HK$23.8 million for the
current fiscal year. The Group reviews employee remuneration annually and rewards its employee with reference to the
length of services and performance. The Group also has the liberty to grant share options and bonuses to employees
of the Group at the discretion of the Directors based on the financial performance of the Group.

Capital Structure

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

Compliance Adviser’s Interest

As at 31 December 2007, neither Tanrich Capital Limited (“TCL”) nor its directors, employees or associates, as defined
in the GEM Listing Rules, had any interest in the securities of the Company or right to subscribe for or to nominate
person to subscribe for securities of the Company.

Pursuant to the compliance adviser agreement dated 15 September 2006 which was entered into between the Company
and TCL, TCL has been appointed as the compliance adviser to the Company as required under the GEM Listing
Rules at a fee for the period commencing from 15 September 2006 until the agreement is terminated upon the terms
and conditions set out therein.

Competing Interest

None of the Directors, management shareholders or their respective associates (as defined in GEM Listing Rules), had
any interests in any business which compete or may compete with the Company or any other conflicts of interest
which any such person may have with the Company.

JF Household Furnishings Limited
Annual Report 2007
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COMPARISON OF THE BUSINESS OBJECTIVES WITH ACTUAL

BUSINESS PROGRESS

In compliance with the GEM Listing Rules, the Company sets out below a summary of actual business progress as
measured against the business objectives set out in the Prospectus.

For the period from 1 January 2007 to 30 June 2007 (the “First Relevant Period”).

Business Objectives for
the First Relevant Period as
stated in the Prospectus

Expansion of production plant and facilities

° Construction of the 2nd phase of the new
production plant with total gross floor area of
approximately 15,000 m? on the new piece of land.

Product diversification

° Continuing to conduct research and development
and introduction of new furnishings and home
products and accessories using other types of
steel.

Explore new business opportunities

° Setting up representative offices overseas to
explore new business opportunities.

Improve the overall management systems

° Full implementation of enterprise resources
planning system for better information sharing and
improve operational efficiency.

JF Household Furnishings Limited
Annual Report 2007

Actual Business Progress

The new production plant with 30,000 m? (1st and 2nd
phase) had been completed and officially opened in June
2007.

A new 200 ton hydraulic press machine has been bought
to expand the production of steel and other metal base
products.

An agent has been appointed in the USA to identify
potential customers for the Group’s products.

ERP system acquired earlier has been implemented. Eight
additional PCs have been acquired to support the
implementation.
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COMPARISON OF THE BUSINESS OBJECTIVES WITH ACTUAL

BUSINESS PROGRESS

For the period from 1 July 2007 to 30 December 2007 (the “Second Relevant Period”).

Business Objectives for the Second
Relevant Period as stated in the
Prospectus

Expansion of production plant and facilities
° Purchase of new facilities for the 2nd phase
production plant which include power supplies, fire

prevention facilities, and office renovation.

° Setting up automatic production facilities.

Product diversification
° Improvement of production workflow and working
environment in order to increase production volume

of furnishings and home products and accessories
using both stainless steel and other types of steel.

Explore new business opportunities

° Further strengthening the sales department.

Improve the overall management systems

° Full implementation of enterprise resource planning
system for better information sharing and improve
operation efficiency.

° Purchase of new computer hardware and software
to facilitate better internal control.

JF Household Furnishings Limited
Annual Report 2007

Actual Business Progress

— The construction of the new 30,000 square meters
production plant was completed with installation
of equipment within 2007.

New equipment had been ordered.

— New facilities for the new steel table production
lines and the tooling workshop had been bought
during the year.

— Training sales staff with opportunity to attending
overseas trade show.

— Further refined ERP system and its implementation,
adding equipment such as IBN server, switches
and a number of personal computers.

— Adding equipment such as IBN server, switches
and a number of personal computers.
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DIRECTORS AND SENIOR MANAGEMENT

Executive Directors

Mr. Yan Siu Wai, aged 52, is one of the co-founders and Chairman of the Group. Mr. Yan is responsible for the
strategic planning, corporate development and supervision of overall management of the Group. Mr. Yan graduated
from Hong Kong Polytechnic University (formerly known as the Hong Kong Polytechnic) in 1976 with a higher diploma
in production engineering. In 1998, he also obtained a master degree in Science (Engineering Business Management)
from the University of Warwick, the United Kingdom. Mr. Yan is a member of the American Institute of Industrial
Engineers and American Society of Heating Refrigerating and Air-conditioning Engineers, Inc.. Mr. Yan has approximately
27 years of experience in industrial management and manufacturing.

Mr. Leung Kwok Yin, aged 55, is one of the co-founders of the Group. Mr. Leung is responsible for product development,
materials sourcing and marketing of the Group. Mr. Leung graduated from Hong Kong Polytechnic University (formerly
known as the Hong Kong Polytechnic) in 1975 with a technician diploma in electrical engineering. Mr. Leung has been
partnering with Mr. Yan for investments in the PRC for approximately 27 years and has built substantial manufacturing
and distribution experiences in the PRC.

Mr. Bao Jisheng, aged 69, has been the general manager of JF A.C.R. Equipment Supplies (Ningbo) Co., Ltd. (“JF
Ningbo”) since January 2003. He joined the Group in January 1999. Mr. Bao was previously the factory manager of
Yuyao General Machinery Factory. Mr. Bao is responsible for the overall operation of JF Ningbo. He has over 40 years
of experience in manufacturing, industrial engineering and business management. Mr. Bao is a qualified engineer and
a director of Yuyao Jiefeng Air-Conditioning Equipment Co., Ltd..

Independent non-executive Directors

Mr. Kwan Kai Cheong, aged 58, graduated from the University of Singapore in 1973 with a degree in Accountancy. Mr.
Kwan is qualified as a Chartered Accountant in Australia in 1979 and is a member of the Hong Kong Institute of
Certified Public Accountants since 1982. He completed the Stanford Executive Program in 1992. He was previously
the president and chief operating officer for the Asia Pacific Region of Merrill Lynch & Co.. Mr. Kwan was appointed as
an independent non-executive Director in March 2005.

Mr. Garry Alides Willinge, aged 58, is a fellow of the Australian Institute of Company Directors and a fellow of the Hong
Kong Institute of Directors. He is also an Adjunct Professor with the Curtin Business School. He graduated from the
University of Melbourne, Australia in 1970 with a Bachelor of Science. In 1996, he also obtained a Graduate Diploma
in Applied Finance and Investment from the Securities Institute Education in Australia (now known as “The Securities
Institute of Australia”). Mr. Willinge has worked in a number of management roles in a multinational information technology
company. Mr. Willinge was appointed as an independent non-executive Director in March 2005.

Mr. Yu Hon Wing Allan, aged 51, graduated from the Hong Kong Polytechnic University (formerly known as the Hong
Kong Polytechnic) in 1978 with a higher diploma in Accountancy. Mr. Yu is a Certified Public Accountant (Practising)
with the Hong Kong Institute of Certified Public Accountants (formerly known as the Hong Kong Society of Accountants).
He is also a fellow of the Chartered Association of Certified Accountants since 1986. Mr. Yu was appointed as an
independent non-executive Director in March 2005.

Senior Management

Mr. Bao Xianggian, aged 42, joined the Group in January 1999 and was promoted from the sales director of the Group
to the position of deputy general manager in November 2004 and is in charge of the Group’s marketing activities and
correspondences with overseas customers. Mr. Bao graduated from East China University of Technical Engineering in
1988 with a bachelor degree major in Scientific English. He has been engaged in international trading for 16 years. Mr.
Bao obtained a Master of Business Administration from the University of Canberra, Australia in July 2005. Mr. Bao is
the son of Mr. Bao Jisheng.

Mr. Wang Shengkang, aged 66, joined the Group in June 2002 and was promoted to the position of deputy general
manager in November 2004. Mr. Wang is responsible for the personnel and daily administrative operations of the
Group. He has been engaged in corporate administration for 20 years.

Mr. Wu Dingfeng, aged 44, has been appointed as the technical controller of the Group since January 2003. Mr. Wu
is responsible for daily technical and mechanical operations of the Group. Mr. Wu graduated from the faculty of
mechanical engineering in (Zhejiang Engineering College, the PRC) in 1983 with a bachelor degree in engineering. Mr.
Wu has been in mechanical engineering industry for over 20 years. Prior to joining the Group in January 2003, Mr. Wu
had worked for Yuyao General Machinery Factory and Yuyao Jiehua Compressor Ltd., as technical manager and chief
engineer.

Mr. Cheung Wai Tak, aged 55, joined the Group as the financial controller in May 2005 and has been working in the
finance and accounting field for over 10 years. Mr. Cheung is a Certified Public Accountant in the United States and is
a member of the Hong Kong Institute of Certified Public Accountants. He graduated with an MBA degree from the
University of California at Berkeley, the United States in 1981.

JF Household Furnishings Limited
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REPORT OF THE DIRECTORS

The Directors are pleased to present their report together with the audited financial statements of JF Household
Furnishings Limited (“the Company”) and its subsidiaries (collectively the “Group”) for the year ended 31 December
2007.

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

Principal Activities

The Company is an investment holding Company. The Group is principally engaged in manufacturing and sales of
furnishings, home products and accessories primarily used in kitchens and bathrooms and timber furniture products.
Turnover represents invoiced value of goods sold, net of value-added tax, and after allowance for goods returned and
trade discounts.

An analysis of the turnover from the principal activities during the financial year is set out in note 8 to the financial
statements.

Major Customers and Suppliers

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

Percentage of the Group’s
total Sales/Purchases

The largest customer 82.6%
Five largest customers in aggregate 97.8%
The largest supplier 20.0%
Five largest suppliers in aggregate 58.9%

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 suppliers.

Dividend

Pursuant to a resolution passed at a Directors’ meeting on 25 March 2008, a final dividend of HK5.0 cents per share
was recommended to be paid to shareholders of the Company, subject to shareholders’ approval at the forthcoming
annual general meeting.

Property, Plant and Equipment

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

Distributable Reserves

At 31 December 2007, the Company’s reserves available for cash distribution amounted to approximately HK$89.2
million. Under the Companies Law (Revised) of the Cayman Islands, the share premium of the Company is distributable
to the shareholders of the Company provided that immediately following the date on which the dividend is proposed
to be distributed, the Company will be in a position to pay off its debts as they fall due in the ordinary course of
business. The share premium may also be distributed in the form of fully paid bonus shares.

Share Capital

Details of movements in share capital of the Company during the year are set out in note 27 to the financial statements.
Shares were issued during the year pursuant to the exercise of certain pre-IPO share options during the year.

JF Household Furnishings Limited
Annual Report 2007



EFERE

EEMAREREXAARBRAR([AAFD REMBAR (GEIAEE])NEFTERENBE_FTLF+
AT HUEFENEERRE®RE

ARBPR_ZZRAF-—RATNERBEREHSRAEF2RE (AR —FEBEE - Kirc REF) EREH ST
MRz RERRBERAR -

FTEXRK
ARBMEIBEBAREZER  AEETENFRENHETZAREE MAENFE - RE M@ RE A RAH
KA - EXBENREENLEERENBESAHRELERNERE -

ITEEBRAVRFENLEXBOMBARY B IRAMES -

TEEFRHER

RAMBFER  TEFFPRHEEEDAEAREHEERRENEHDT -

HAREBEHEE
KBHAET I
BREF 82.6%
AREFPER 97.8%
BARMHER 20.0%
AR EEE ST 58.9%

REZERA MEES  RENBBASARFNEMARR (REHREARFEB5.0%EA) A REETAAK
BEFRkHEEMNESES -

Hi/%\
BER-ZZ/N\FZA-_+HARTHNESFTSIR LBBN—BARER  BERNEARARRKRNRPKREEAS.0
B EAGRRREERFEFAS LIEHAEE -

M BMERRE

ME - BEMREBENESFBERRYBHRRME5 -

o] {1 7k £ ¥

BER _TZLF+-_A=1+—8  ARFAAHEAESHE 2 F#E#7589,200,0008 T - RIEHSEHERRDE (KE
7)) ARBZBRMEBRADKTARBRE - EARREANRZRKEREB ZRIDARNEEEAEEETE
HZ B - Bt s BRI ABR AR R 7 K °

AN

ARBNFANRARE B FIEH NI BRKRME27 - FARM TIREE R DR BIAT AR 2 TE M ET

REREMAMBRAR
“ERERLEEER



REPORT OF THE DIRECTORS

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

Executive Directors

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

Independent Non-Executive Directors

Mr. Kwan Kai Cheong
Mr. Garry Alides Willinge
Mr. Yu Hon Wing, Allan

Directors’ Service Contracts

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

The Board appointed three independent non-executive Directors on 8 March 2005 for a term of 30 months commenced
from 8 March 2005 which term had expired on 7 September 2007 (“Initial Term”). Following the expiration of the Initial
Term, the respective independent non-executive Directors had been re-appointed for a further-term of 24 months
commenced from 8 September 2007. The further term of appointment will be terminable by serving at least 3 months’
prior notice in writing unless otherwise mutually agreed between the respective independent non-executive Director
and the Company.

Directors’ interests and short positions in shares, underlying shares and
debenture of the Company or its associated corporations

As at 31 December 2007, the interests and short positions of the Directors and the chief executives of the Company
and each of their respective associates (as defined under the GEM Listing Rules), in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (“SFO”) which (a) were required, to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of the Part XV of the SFO (including interests and
short positions which the Directors were taken or deemed to have under such provisions of the SFO); or (b) were
required, pursuant to section 352 of the SFO, to be entered in the register referred to therein; or (c) were required,
pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules, to be notified to the Company and the Stock Exchange were
as follows:

Interests in the shares of the Company
Approximate

percentage

of the total

Personal Family Corporate issued capital of

Name of Director interests interests interests Total the Company

Mr Yan Siu Wai 12,600,000 — 63,000,000 75,600,000 44.2%
(Note 1)

Mr Leung Kwok Yin 15,120,000 — 35,280,000 50,400,000 29.5%
(Note 2)

JF Household Furnishings Limited
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REPORT OF THE DIRECTORS

Notes:

1. Among these 75,600,000 shares, (i) 34,020,000 shares were registered in the name of Excel Strength Investments Limited
(“Excel Strength”); (ii) 28,980,000 shares were registered in the name of Willhero Investments Limited (“Willhero”); and (i)
the remaining 12,600,000 shares were registered in the name of Mr Yan Siu Wai directly. Each of Excel Strength and Willhero
is a company incorporated in the BVI and whose entire issued capital is solely owned by Mr Yan Siu Wai. By virtue of the
SFO, Mr Yan Siu Wai was deemed to be interested in 63,000,000 shares through his shareholdings in Excel Strength and
Willhero.

2. Among these 50,400,000 shares, (i) 22,680,000 shares were registered in the name of Hero Talent Investments Limited
(“Hero Talent”); (ii) 12,600,000 shares were registered in the name of Joyday Consultants Limited (“doyday”); and (iii) the
remaining 15,120,000 shares were registered in the name of Mr Leung Kwok Yin directly. Each of Hero Talent and Joyday is
a company incorporated in the BVI and whose entire issued capital is solely owned by Mr Leung Kwok Yin. By virtue of the
SFO, Mr Leung Kwok Yin was deemed to be interested in 35,280,000 shares through his shareholdings in Hero Talent and
Joyday.

Interests in underlying shares of the Company

As at 31 December 2007, three executive Directors have been granted options to subscribe for shares, pursuant to
the Pre-IPO Share Option Scheme) as defined in the paragraph headed “Share Options” below), details of which are
set out as follows:

Number of
Underlying Exercise price
Name of Director Shares Date of Grant Exercise Period per share
(Note)
Mr. Yan Siu Wai 4,435,200 8 September 2005 13 April 2006 to HK$0.80
12 October 2010
Mr. Leung Kwok Yin 2,956,800 8 September 2005 13 April 2006 to HK$0.80
12 October 2010
Mr. Bao Jisheng 3,360,000 8 September 2005 13 April 2006 to HK$0.80

12 October 2010
Note:

The exercise of the options by the Directors was subject to a moratorium period of 12 months from the date of listing which had
expired on 12 October 2006.

Save as disclosed above, as at 31 December 2007, none of the Directors or chief executive of the Company and each
of their respective associates (as defined under the GEM Listing Rules) had or was deemed to have any interests or
short positions in the shares, underlying shares or debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) which (a) were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests or short positions which the Directors
were taken or deemed to have under such provisions of the SFO); or (b) were required, pursuant to Section 352 of the
SFO, to be entered in the register referred to therein; or (c) were required, pursuant to Rules 5.46 to 5.67 of the GEM
Listing Rules relating to securities transactions by the Directors, to be notified to the Company and the Stock Exchange.

Substantial Shareholders

As at 31 December 2007, other than the interests disclosed above in respect of certain Directors, the Directors were
not aware of any other persons who had interests or short positions in the shares or the underlying shares of the
Company as recorded in the register required to be kept under section 336 of the SFO.

JF Household Furnishings Limited
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Share Options

By written resolutions passed on 8 September 2005, the then shareholders of the Company approved and adopted a
share option scheme entitling the Board to grant Share options at its discretion before the listing of the Shares (the
“Pre-IPO Share Option Scheme”), and conditionally adopted a post-IPO share option scheme (the “Post-IPO
Share Option Scheme”). Details of the Share options granted on 8 September 2005 pursuant to the Pre-IPO Share
Option Scheme and remained outstanding as at 31 December 2007 are as follows:

Options
exercised
Options held during the Options held
as at year ended as at
1 January 31 December 31 December Exercise
2007 2007 2007 price
(HK$)
(A) Employees 2,688,000 — 2,688,000 0.80
5,135,000 (1,355,000) 3,780,000 0.56
B) Directors
Yan Siu Wai 4,435,200 — 4,435,200 0.80
Leung Kwok Yin 2,956,800 — 2,956,800 0.80
Bao Jisheng 3,360,000 — 3,360,000 0.80
18,575,000 (1,355,000) 17,220,000

Share Option Scheme

Saved as disclosed above, no options granted under the Pre-IPO Share Option Scheme and the Post-IPO Share
Option Scheme are still outstanding.

Directors’ Interests in Contracts

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

Purchase, Sale or Redemption of Shares

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

Connected Transactions

Reference is made to an announcement of the Company dated 4 April 2007 and circular to shareholders dated 18
April 2007. The Group had entered into various connected transactions during the year ended 31 December 2006,
which are subject to the reporting requirement under Rule 20.45 of the GEM Listing Rules.

1. Extension of loans to #:#k L 2= %55 R A 7] (Yuyao Jiefeng Air-Conditioning Equipment Company Limited)
(“Jiefeng Air-Con”), a Sino-foreign equity joint venture established in the PRC

(i) By a loan agreement dated 8 February 2006 (“Jiefeng Air-Con First Loan”), JF A.C.R. Equipment
Supplies (Ningbo) Co., Ltd. (B LXK fE A A R A 7)) (‘JF Ningbo”), a wholly foreign owned enterprise
established in the PRC and a wholly owned subsidiary of the Company, extended a loan of RMB1,000,000
(equivalent to approximately HK$990,099) to Jiefeng Air-Con with administrative charges calculated at
the rate of 6.2232% per annum and repayable on or before 28 February 2006. Jiefeng Air-Con First
Loan had been fully repaid on 14 February 2006.

JF Household Furnishings Limited
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(if) By a loan agreement dated 6 March 2006 (“Jiefeng Air-Con Second Loan”), JF Ningbo extended a
loan of RMB1,500,000 (equivalent to approximately HK$1,485,148.51) to Jiefeng Air-Con with
administrative charges calculated at the rate of 6.2232% per annum and repayable on or before 30
June 2006. Jiefeng Air-Con Second Loan had been fully repaid on 8 March 2006.

(iff) By a loan agreement dated 11 May 2006 (“Jiefeng Air-Con Third Loan”), JF Ningbo extended a loan
of RMB1,000,000 (equivalent to approximately HK$990,099) to Jiefeng Air-Con with administrative
charges calculated at the rate of 6.1380% per annum and repayable on or before 31 May 2006. Jiefeng
Air-Con Third Loan had been fully repaid on 17 May 2006.

Jiefeng Air-Con’s equity interest is owned ultimately as to approximately 27.42% by Mr. Yan Siu Wai and as to
18.28% by Mr. Leung Kwok Yin. The then ultimate shareholdings of Mr. Yan and Mr. Leung in Jiefeng Air-Con
were held through their indirect shareholdings in Better Asia Limited (“Better Asia”), a company incorporated
in the BVI which issued share capital is owned as to 60% by Mr. Yan and 40% by Mr. Leung. Jiefeng Air-Con is
therefore a connected person (“Connected Person”) (as defined under the GEM Listing Rules) of the Company.
The above transactions constitute connected transactions (“Connected Transactions”) of the Company under
the GEM Listing Rules.

2. Extension of loans to #r#k#E L 2= 5 E 4% & [R /A 7 (Yuyao Jiefeng Fan and Air-Conditioning Equipment Company
Limited) (“Jiefeng Fan”), a Sino-foreign equity joint venture established in the PRC

(i) By a loan agreement dated 13 November 2006 (“Jiefeng Fan First Loan”), JF Ningbo extended a loan
of RMB1,592,414.66 (equivalent to approximately HK$1,576,648.18) to Jiefeng Fan with administrative
charges calculated at the rate of 6.4350% per annum and repayable on or before 27 November 2006.
Jiefeng Fan First Loan had been fully repaid on 27 November 2006.

(if) By a loan agreement dated 5 December 2006 (“Jiefeng Fan Second Loan”), JF Ningbo extended a
loan of RMB2,400,000 (equivalent to approximately HK$2,376,237.62) to Jiefeng Fan with administrative
charges calculated at the rate of 6.4350% per annum and repayable on or before 31 December 2006.
Jiefeng Fan Second Loan had been fully repaid on 28 December 2006.

Jiefeng Fan’s equity interest is owned as to 60% by an independent third party who is not a Connected Person
of the Company and 40% by Better Asia. As the issued share capital of Better Asia is owned as to 60% by Mr.
Yan and 40% by Mr. Leung, Jiefeng Fan is therefore a Connected Person of the Company. The above transactions
constitute Connected Transactions of the Company under the GEM Listing Rules.

3. Extension of loan to A.C.R. Equipment Supplies Limited (‘ACR”) (22 /2 R 2 M B R 2 7)), a company
incorporated in Hong Kong

On 29 August 2006, JF Household Furnishings (BVI) Ltd., (“JF BVI”) a company incorporated in the BVI with
limited liability and a wholly owned subsidiary of the Company, extended a loan of HK$1,000,000 to ACR
(“ACR Loan”) with administrative charges calculated at the rate of 6% per annum. The ACR Loan was repaid
by 3 installments. The first installment of HK$800,000 was repaid on 14 September 2006, the second installment
of HK$118,500 was repaid on 26 October 2006 and the third installment of HK$81,500 was repaid on 6
November 2006.

ACR’s issued share capital is held as to 30% by Mr. Yan, as to 30% by Madam Mak Man Lee, Manly, spouse of
Mr. Yan, and as to 40% by Mr. Leung. ACR is therefore a Connected Person of the Company. The above
transaction constitutes a Connected Transaction of the Company under the GEM Listing Rules.

Bank Loans and Other Borrowings

Particulars of bank loans and finance lease payable of the Group as at 31 December 2007 are set out in notes 25 and
26 to the financial statements.
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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$20,000) and in accordance with the requirements of the
Mandatory Provident Fund Schemes Ordinance and related regulations.

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

Auditors

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

Application of Proceeds from Capital Raising

The Group raised approximately HK$23.30 million from the issue of 42,000,000 new shares of the Company at
HK$0.80 per share in October 2005. The Company’s shares were successfully listed on GEM with effect from 13
October 2005. Up to the date of this report, the Group has applied the proceeds totaling approximately HK$23.30
million for the following purposes:

(i) approximately HK$17.80 million for the expansion of production capacity;
(if) approximately HK$3.71 million for product diversification;
(ifi) approximately HK$0.90 million for strengthening the sales and marketing team; and

(iv) approximately HK$0.89 million for improving overall management system.

JF Household Furnishings Limited
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CORPORATE GOVERNANCE REPORT

Code of Best Practice

The Group is committed to ensuring high standards of corporate governance and business practices. The Group has
complied throughout the period from 1 January 2007 to 31 December 2007 with the code provisions set out in the
Code on Corporate Governance Practices contained in Appendix 15 of the GEM Listing Rules. The Board will continue
to commit itself to achieving a high quality of corporate governance.

Directors’ Securities Transactions

The Group has adopted a code of conduct regarding Directors’ securities transactions as set out in Rules 5.48 to
5.67 of the GEM Listing Rules. Having made specific enquiry, all Directors have fully complied with the required
standard set out in the GEM Listing Rules for the year ended 31 December 2007.

Board of Directors

At 31 December 2007, the Board comprises six members, the Chairman and two other executive Directors and three
non-executive Directors who are independent as defined in the GEM Listing Rules (the biographies of the Directors
are set out on page 18).

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

Five Board meetings were held in 2007 and the average attendance rate was 100%:

Name of directors Number of meetings Attended Attendance rate
Mr. Yan Siu Wai, (Chairman) 5/5 100%
Mr. Leung Kwok Yin 5/5 100%
Mr. Bao Jisheng 5/5 100%
Mr. Kwan Kai Cheong 5/5 100%
Mr. Garry Alides Willinge 5/5 100%
Mr. Yu Hon Wing, Allan 5/5 100%

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

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

Role of Chairman and General Manager

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

The Chairman of the Board is responsible for leading the Board in establishing corporation directions and monitoring
the implementation of the corporate strategies and plans for the long term development of the Group and to create
value for shareholders.

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

JF Household Furnishings Limited
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Audit Committee

The Company has established an audit committee with written terms of reference in accordance with Rules 5.28 to
5.33 of the GEM Listing Rules. The primary duties of the audit committee are to review the Company’s annual report
and accounts, half-year reports and quarterly reports and to provide advice and comments thereon to the Board. The
audit committee is also responsible for reviewing internal control procedures of the Group.

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

The committee members possess diversified industry experience and the Chairman is an expert on financial and
auditing matters. The committee meets four times each year. During 2007, the audit committee considered the external
auditors’ projected audit fees, discussed with the external auditors their independence and the nature and scope of
the audit; reviewed the interim and annual financial statements; and reviewed the external auditors’ management
letter and management’s response. As a result, they recommended the Board to adopt the quarterly, the interim and
annual reports for 2007.

Remuneration Committee

The remuneration committee was set up to review the remuneration policies and approved the salary and bonus of
the executive Directors and certain key executives, to review the remuneration policy of the Group and to approve the
granting of options. One meeting was held in 2007. All committee members are independent non-executive Directors.
No executive Director takes part in any discussion about his own remuneration.

Directors’ emoluments and retirement benefits are disclosed on pages 64 to 65. Details of the granting of options
under the Pre-IPO Share Option Scheme and the Post-IPO Share Option Scheme are disclosed on pages 82 to 86.

Auditor’s Remuneration

During the year ended 31 December 2007, the remuneration paid and payable to the auditors of the Company, RSM
Nelson Wheeler, for the provision of the Group’s audit services and taxation services were HK$650,000 and HK$5,000
respectively.

Related Party Transactions

The related party transactions are set out in note 35 to the financial statements.

By order of the board
Yan Siu Wai
Chairman

Hong Kong, 25 March 2008
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INDEPENDENT AUDITOR’S REPORT

RSM Nelson Wheeler
OB X g OB 1T
Certified Public Accountants

TO THE SHAREHOLDERS OF
JF HOUSEHOLD FURNISHINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of JF Household Furnishings Limited (the “Company”) set out
on pages 38 to 92, which comprise the consolidated balance sheet as at 31 December 2007, and the consolidated
income statement, consolidated statement of changes in equity and consolidated cash flow statement for the year
then ended, and a summary of significant accounting policies and other explanatory notes.

Directors’ responsibility for the financial statements

The directors of the Company are responsible for the preparation and the true and fair presentation of these financial
statements in accordance with Hong Kong Financial Reporting Standards issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA”) and the disclosure requirements of the Hong Kong Companies Ordinance. This
responsibility includes designing, implementing and maintaining internal control relevant to the preparation and the
true and fair presentation of financial statements that are free from material misstatement, whether due to fraud or
error; selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable
in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these 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 HKICPA. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance as to whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgement, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and true and fair presentation of the financial
statements 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 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 2007 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

25 March 2008

JF Household Furnishings Limited
Annual Report 2007
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CONSOLIDATED INCOME STATEMENT

malm=R

—FF

For the year ended 31 December 2007 #Z —ZEZ

tFE+-_A=+—HILFE

2007
—gtLF

REVENUE Uy 6 353,755,842 193,902,367
Cost of goods sold BmiHEKA (304,886,077) (158,504,600)
Gross profit E A 48,869,765 35,397,767
Other income EH A 7 4,567,934 4,149,471
Distribution costs 7 88 B AN (4,252,584) (2,448,438)
Administrative expenses THHAX (13,257,393) (11,4983,4083)
PROFIT FROM OPERATIONS T 35,927,722 25,605,397
Finance costs A& KA 10 (3,127,637) (1,079,321)
PROFIT BEFORE TAX BB A% Fl 32,800,085 24,526,076
Income tax expense FriS & & 11(a) (5,143,116) (3,863,193)
PROFIT FOR THE YEAR FRAFRRE

ATTRIBUTABLE TO EQUITY FREMG

HOLDERS OF THE COMPANY s Al 12 27,656,969 20,662,883
DIVIDEND ’E 13 8,547,000 8,309,665
EARNINGS PER SHARE SREF 14
Basic BN 0.16 0.12
Diluted e 0.16 0.12

JF Household Furnishings Limited
Annual Report 2007



CONSOLIDATED BALANCE SHEET
GEEERAR

At 31 December 2007 R-ZEZE+F+-HA=+—H

Non-current assets ERBEE
Property, plant and equipment Y% - BB MEE 15 56,946,256 29,451,777
Land use rights o Hb {5 A A 16 18,072,369 1,056,784
Deposit paid for acquisition of land U &% £ b {F FA #
use rights MBS 17 - 16,015,287
75,018,625 46,523,848
Current assets REBEE
Inventories 7E 18 92,507,698 42 326,566
Trade receivables JE U E 5 AR 19 35,731,827 26,527,951
Deposits, other receivables and e Hith
prepayments & W k18 I FE A FIE 5,600,919 5,941,961
Due from a related company FEM — KA —J/T/\ 20 - 19,241
Financial assets at fair value through %A FEEZ{LiF ABRE
profit or loss LEREE 21 2,288,887 —
Pledged bank deposits 2R ITER 22 2,085,047 2,235,712
Bank and cash balances RITRIR e E 22 18,473,982 9,397,280
156,688,360 86,448,711
Current liabilities RBEE
Trade payables FER B SR 23 29,980,551 11,451,980
Other payables and accruals H b fEI I8 R ERTIE B 6,979,265 4,196,345
Due to directors ENEE A 24 540,000 540,000
Current tax liabilities REBBEE 3,011,352 1,735,248
Bank borrowings RITE 25 68,679,413 25,524,722
Finance lease payable mEMRERE 26 1,903,207 =
111,093,788 43,448,295
NET CURRENT ASSETS BRBEE 45,594,572 43,000,416
TOTAL ASSETS LESS CURRENT & E#&{EH
LIABILITIES REIBE 120,613,197 89,524,264
Non-current liabilities ERBERE
Finance lease payable REHEEHIE 26 4,282,215 —
NET ASSETS FEE 116,330,982 89,524,264
CAPITAL AND RESERVES EXRE #E
Share capital & 7 27 1,709,400 1,695,850
Reserves (g 114,621,582 87,828,414
TOTAL EQUITY R 116,330,982 89,524,264
Approved by the Board of Directors on 25 March 2008
BEEeR ST \F=ZA-_FTHAHAE
Yan Siu Wai Leung Kwok Yin
BRIk REE
Director Director
= 2
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

GEEmBER

For the year ended 31 December 2007 #Z —FEE+F+-HA=+—HIFZ

Reserve
Ei
Foreign Employee
currency share-based Proposed
Share Share Merger translation Capital General  compensation Retained final
capital premium reserve reserve reserve reserve reseirﬁ profits dividend
HRHRA
i AfRE  MEXEER KRGk - EaHERE REEH  RERERR
(Not
HM: HM: s
E'[ E'[ Er
At 1 January 2006 1,680,000 21,693,629 7,368,082 567,597 131,901 8,188,302 2,850,190 23,845,880 9,488,920 75,154,401
Exchange diference on
Hranglation of financial
statements of subsidiries f
outside Hong Kong LENER - - - 1897017 - - - - - 1807017
Net income recognised
directly in eqity = = = 1,897,017 = = = = = 1,897,017
Profit for the year - - - - - - - 20,662,683 - 20,662,883
Total recognised income
and expense for the year - - - 1,897,017 - - - 20,662,683 - 22,559,900
Share issue on exercisg of
share opfions 21() 15,850 1,249,539 - (877,789) - - 887,600
Recogniton of share-based
payment = = = = = = 411,283 = = 411,283

Dividend pad - - - - - - - - [9488.920) (0.488.920)

Transters - - - - 814,931 2,160,007 - (2976,958) - -

2006 proposed final dividend 13 - - - - - - - 8,309,665) 8,309,665 =

At 31 December 2006

1,695,850 22,843,068 7,368,082 2,464 614 946,832 10,300,329 2,383,684 33,222,140 8,309,665 89,624,264

At 1 January 2007 1,695,830 20,843,068 7,356,082 2464614 946,83 10300329 2,383,684 332,140 8,309,665 80,304,064

Exchange difference on

translation of financial

statements of subsidiaries

outside Hong Kong - - - 6,700,614 - - - - - 6,700,614
Net income recognised

directly in eqity - - - 6,700,614 - - - - - 6,700,614
Profit for the year = = = = = = = 21,696,969 = 27,696,969
Total recognised income

and expense for the year - - 6,700,614 - - 27,656,969 - 34,357,583
Share issue on exercise of

shre optons 270 13550 1068217 - - - - (322987) - - 758,800

Dividend paid - - - - - - - - (8,309,665) (8,309,665)

Transfers - - - - = 3,196,660 = 8,196,660) = =

2007 proposed final dividend 13 - - - - - - = 8,947,000) 8,647,000 -

At 31 December 2007

1,709,400 23,911,285 7,368,082 9,165,228 946,832 13,496,989 2,060,717 49,135,449 8,647,000 116,330,982

Note: B 5

a. The merger reserve represents the difference between the nominal  a. AHEEBEER_SEAFNANBETEE
value of the share capital issued by the Company in exchange for EAREANARGE B ITRAAERIBRE
the nominal value of the share capital and share premium of its MEBARIZRBRARKM ZEmMEZ Z5 -
subsidiaries arising from group reorganisation on 8 September 2005
(“Corporate Reorganisation”).

b. This represents the transfer from retained profits to capital reserve  b. BEARFBERFEA R TN B AR =R EE
as a result of the write off of certain trade payables by 2 ## 2 5 /5 REAMBRAR ([BKEE])NETREM
AMmAR 2 7F (JF A.C.R. Equipment Supplies (Ningbo) Co., Ltd.) B 55 - E Eﬁm@ﬂ¢§$fuﬁﬁ Uiz
(“JF Ningbo”), a subsidiary of the Company. Pursuant to the People’s BhREARLME([FE]) 2 JJ@E'J&EMX
Republic of China (“PRC”) accounting principles and financial MG - REMREME L EAREESRE
regulations, any gains arising from debt restructuring which represent HEHEESRmENEE ﬁfﬁ%%ﬁiﬁ?‘iﬁ
the difference between the final settlement and the carrying value of MR E AR BT A DR o UL IR B %
the debt concerned are directly reflected in capital reserve and Flea = B ARG - EAREE A AES M
therefore not distributable. Accordingly, a transfer has been made B AR ZER ©
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 JF Ningbo by way of appropriation  c. —REBIDHERES  ZERA T EAR
from the profit after tax in accordance with the relevant laws and RAIRARBBRB &R A MK o BN —&
regulations in the PRC. The rate of appropriation to the general BEOLPREREEESeET « ExE

reserve is subject to the decision of the board of directors of JF
Ningbo, 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 this subsidiary.

JF Household Furnishings Limited
Annual Report 2007
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CONSOLIDATED CASH FLOW STATEMENT
GERERER

For the year ended 31 December 2007 # &

— ==

tFE+_A=+—HIFE

CASH FLOWS FROM OPERATING & FEMNEESRE

ACTIVITIES
Profit before tax B 7% A4 A 32,800,085 24,526,076
Adjustments for: KR
Depreciation e 2,895,250 1,021,559
Amortisation of land use rights oMb {5 FR A 4R 168,630 29,298
Write off of property, plant and M
equipment R = K 5% 4 - 2,513
Finance costs A& KA 3,127,637 1,079,321
Interest income B A (229,230) (216,374)
Employee share option benefits & & A% £ & 7 - 411,283
Fair value gain on financial assets & A FE & (LT A
at fair value through profit or loss B#m&kZ & B &EE (2,288,887) =
Operating profit before working BIEE S EEATH
capital changes 4 2 K| 36,473,485 26,853,676
Increase in inventories FEEN (50,181,132) (9,381,643)
(Increase)/decrease in trade FEME 5 BR K
receivables (& m) (9,203,876) 4,677,573
Decrease in deposits, other e« HiEUGEIE
receivables and prepayments KBS FRIE R A 341,042 949,553
Increase/(decrease) in trade & SRR
payables #, G ) 18,528,571 (3,402,059)
Increase/(decrease) in other H b fE A kI8 K
payables and accruals FEEtIE B M, Ol 2,782,920 (1,874,501)
Decrease in amounts due to B EEIA
directors S - (31,720)
Cash (used in)/generated from (A /EER
operations B (1,258,990) 17,790,879
Income tax paid B ATER (3,867,012) (5,330,689)
NET CASH (USED IN)/FROM REXER (A
OPERATING ACTIVITIES EENREFH (5,126,002) 12,460,190

REREMAMERAAE
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CONSOLIDATED CASH FLOW STATEMENT
HERERE

For the year ended 31 December 2007 #Z —FEE+F+-HA=+—HIFZ

CASH FLOWS FROM INVESTING ®RETENEERE

ACTIVITIES
Purchase of property, plant and BEWME BE

equipment T (20,545,454) (16,065,772)
Decrease/(increase) in pledged BHEFIRITER

bank deposits B (1 7111) 150,665 (1,065,712)
Decrease in amounts due from JfE Uk B8 Bgt N B 5R08

related companies R > 19,241 120,679
Interest received B Y F & 229,230 216,374
NET CASH USED IN INVESTING RE&EZEBRA

ACTIVITIES WIREBE (20,146,318) (16,794,431)
CASH FLOWS FROM FINANCING REEFEMNRERE

ACTIVITIES
Proceeds from issue of shares BATRY D) BT 1S K38 758,800 887,600
Inception of new bank loans HERITER 169,662,647 48,420,208
Repayment of bank loans EEIRITER (129,979,118) (38,760,871)
Repayment of finance lease payable 1E:& gl & & FIAE (1,736,016) —
Dividend paid BRI E (8,309,665) (10,360,796)
Interest paid BRI A (8,127,637) (1,079,321)
NET CASH FROM/(USED IN) BEEBEE  (FTA)

FINANCING ACTIVITIES KRS FEE 27,269,011 (893,180)

NET INCREASE/(DECREASE) IN RERBRELZEYH
CASH AND CASH EQUIVALENTS #in, (R4 ) ‘B4 1,996,691 (5,227,421)

EFFECT OF FOREIGN EXCHANGE JMEE R#E#Y
RATE CHANGES 2 3,608,849 988,032

CASH AND CASH EQUIVALENTS S$#{HH£ R
AT BEGINNING OF YEAR HEEEY 9,397,280 13,636,669

CASH AND CASH EQUIVALENTS £ AXHMEER
AT END OF YEAR HEEEY 15,002,820 9,397,280

ANALYSIS OF CASHAND CASH SXMEER
EQUIVALENTS AT END OF YEAR B &E&ZEY D

Bank and cash balances RITRIRE &% 18,473,982 9,397,280
Bank overdrafts RITEX 25 (3,471,162) —
15,002,820 9,397,280

JF Household Furnishings Limited
Annual Report 2007



NOTES TO THE FINANCIAL STATEMENTS

A F5 8 R B &E

For the year ended 31 December 2007 #Z _—ZEZE+F+_FA=+—HIFF/Z

General Information

The Company was incorporated in the Cayman Islands as
an exempted company with limited liability under the
Companies Law of the Cayman Islands. The address of its
registered office is Cricket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman, KY1-1111, Cayman Islands. The
address of its principal place of business is 15th floor, EIB
Tower, 4-6 Morrison Hill Road, Wanchai, Hong Kong. The
Company’s shares are listed on the Growth Enterprise Market
(the “GEM”) 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 31 to
the financial statements.

Adoption of New and Revised
HKFRSs

In the current year, the Group has adopted all the new and
revised Hong Kong Financial Reporting Standards (“HKFRSs”)
issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) that are relevant to its operations
and effective for accounting periods beginning on or after 1
January 2007. HKFRSs comprise Hong Kong Financial
Reporting Standards; Hong Kong Accounting Standards; and
Interpretations. The adoption of these new and revised
HKFRSs did not result in substantial changes to the Group’s
accounting policies and amounts reported for the current year
and prior years.

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

Significant Accounting Policies

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

1.

—REH

RAGIRBEHERSARERFASHS
EfRS A—REREERAR - HiFE
fiff #b 41k & Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman,
KY1-1111, Cayman Islands = 3 24 2
BRI BB EEF B 1L 38 4-65% 48
EEERNE15E « ARl ZRORES
AR SHERAR ([BRA]))BIZER
(TRIZEHR]) £ o

KRB RREERAR o RABZME
ACIEESE 39N R T
31

e RASEFT B RN B R
HEEAIAYER A

RAEE  AKEERAKE LG
RERMHMBEASELEGRZH
I MBI BB BRELED - AR =
ERHF - A -BAHERRABNSTH
AR - W BHRELERBREBYG
WELEL - BEGFEARRE - KF
S ERE] MR BB B RE LAY
AREHEE 2 G RRMAFEMZA]
FENMBREZLEEREL -

SR BIR R A © AR B W R ARV FTRT
RBERTE R REER - REED
PR EN BR N REERNT
EHEITIHE - HEB B RBERERAZ
EMR BRI REENEEHAKE
ZREKBRMBRAELTEATE °

FEFFEER

AP BIMRIIRIBE BB REER] -
FEARNE R RAIFER EHARRA
MEE R AP R 2 W TR TE MR
B o

EEREMAmMBRAR
“ERERLEEER



NOTES TO THE FINANCIAL STATEMENTS

A 75 8 R &E

For the year ended 31 December 2007 #Z - FZE+F+ _H=+—HIFFZE

3.

Significant Accounting Policies conta)

These financial statements have been prepared under the
historical cost convention as modified by the revaluation of
financial assets at fair value through profit or loss 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 directors to exercise its judgements
in the process of applying the accounting policies. The areas
involving critical judgements and areas where assumptions
and estimates are significant to these financial statements,
are disclosed in note 4 to the financial statements.

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

(@) Consolidation

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

Subsidiaries are fully 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
represents the difference between the proceeds of the
sale and the Group’s share of its net assets together
with any goodwill relating to the subsidiary which was
not previously charged or recognised in the
consolidated income statement and also any related
accumulated foreign currency translation reserve.

Inter-company transactions, balances and unrealised
profits on transactions between Group companies 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.

JF Household Furnishings Limited
Annual Report 2007
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2007 #Z —ZFZ
3. Significant Accounting Policies (cont'q)

(b) Foreign currency translation

(i)

(if)

(iii)

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.

Transactions and balances in each entity’s
financial statements

Transactions in foreign currencies are translated
into the functional currency using the exchange
rates prevailing on the transaction dates.
Monetary assets and liabilities in foreign
currencies are translated at the rates ruling on
the balance sheet date. Profits and losses
resulting from this translation policy are
included in the income statement.

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 balance
sheet presented are translated at the
closing rate at the date of that balance
sheet;

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

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

A F5 8 R B &E

tFE+_A=+—HIFE

3. FEETHE®
(b) HEEHIB

(i)

(ii)

(iii)
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2007 #Z —FEE+F+-HA=+—HIFZ
3. Significant Accounting Policies conre) 3. ETEEFHE @

(b)  Foreign currency translation (cont’d) (b) ShMEE R (E)
(iii)  Translation on consolidation (cont’d) (i) AFREREHZE (E)

On consolidation, exchange differences arising ERaRAR - LIANE
from the translation of the net investment in SR 7&/\@‘ﬁﬁi\ﬂfgﬁ
foreign entities and of borrowings are iZER%%ﬁﬁAQ\\@ZER
recognised in the foreign currency translation Eﬁﬁﬁpﬁﬁw o B &N
reserve. When a foreign operation is sold, such if%ﬁ% It &R EFL\%%‘
exchange differences are recognised in the PR & W 2 o HERR /5
consolidated income statement as part of the HEBRBZ —&D
profit or loss on disposal.

(c) Property, plant and equipment () %% BEKRRE

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

YIEE ~ R N R A DA B R R
ST E FOREE RS -

E@:E*JEXZK BRER ﬁ?ﬁﬁﬁﬁ
 E AR 2 R E N &
ﬁ%/ﬁ)\$%lH;ZW$TT;E

economic benefits associated with the item will flow u‘l‘iﬁﬂ;’ Al RFER B —TE B A
to the Group and the cost of the item can be measured E(ER) - BB HEE R

reliably. All other repairs and maintenance are
expensed in the income statement during the period
in which they are incurred.

Depreciation of property, plant and equipment is
calculated at rates sufficient to write off their cost less
their residual values over the estimated useful lives on

REERONEEE BRI K
R -

ME - BB REBIIAERER
A5 R ) 6 HA O 4R SR LA B EL A
RBERBREEZLLRFTE -

a straight-line basis. The principal useful lives are as ZAERAFRIOT

follows:

Buildings 20 years ) 204
Plant and machinery 10 years W= &&W 10
Furniture, fixtures and equipment 5 years R~ INEEE T 54
Motor vehicles 5 years B 8 5%

The residual values, useful lives and depreciation
method are reviewed and adjusted, if appropriate, at
each balance sheet date.

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 the income statement.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2007 #Z _—ZEZE+F+_FA=+—HIFF/Z
3. Significant Accounting Policies conre) 3. TEEFBE @

(d) Leases (d H#HE

(e)

(i) Operating leases

Leases in which a significant portion of the risks
and rewards of ownership are retained by the
lessor are classified as operating leases. Lease
payments (net of any incentives received from

(i) BEHE

REME s H M &
EEEMBEEAI D
Rl Kkm%oME -
R E N EE = R ish)

the lessor) are expensed in the income WER 2 (E R 22 R &) IR
statement on a straight-line basis over the lease EHANEFEER K=
term. xHF% -

(i)  Finance leases (ii) AEHE

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

MEMENEEERA
REH P A B Ko (3 e 4
RBHBETAKREL
HE - EAHEHE
MEME IR AORA
BAREEE 2 R FE
EXHFEHENRZR

at the inception of the lease. BARKSE BE) BEXR
1t »
The corresponding liability to the lessor is HHAZHEBEBENE

included in the balance sheet as finance lease
payable. Lease payments are apportioned
between the finance charge and the reduction
of the outstanding liability. The finance charge
is allocated to each period during the lease
term so as to produce a constant periodic rate

EREXRTIEREMR
EE - HENRRKL
Bl B & 81 %5 82 R K H
BAMNEY - HBER
EEMEBASE  KE
BraFh—EERZ

of interest on the remaining balance of the TEHARZE o
liability.
Assets under finance leases are depreciated mEHECEERBS

the same as owned assets.

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.

(e)
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NOTES TO THE FINANCIAL STATEMENTS

A 75 8 R &E

For the year ended 31 December 2007 #Z - FZE+F+ _H=+—HIFFZE

3.

3. Significant Accounting Policies (cont'g)

()

(9)

Recognition and derecognition of financial
instruments

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

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

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 the income statement.

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 the income statement.

Impairment losses are reversed in subsequent periods
and recognised in the income statement when an
increase in the receivables’ recoverable amount can
be related objectively to an event occurring after the
impairment was recognised, subject to the restriction
that the carrying amount of the receivables at the date
the impairment is reversed shall not exceed what the
amortised cost would have been had the impairment
not been recognised.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2007 # &

3. Significant Accounting Policies (cont'q)

(h)

(i

0

Cash and cash equivalents

For the purpose of the cash flow statement, 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.

Derivative financial instruments

Derivatives are initially recognised at fair value on the
contract date and are subsequently measured at fair
value. Changes in the fair value of derivatives are
recognised in the income statement as they arise.

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 balance sheet date.

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.
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NOTES TO THE FINANCIAL STATEMENTS

A 75 8 R &E

For the year ended 31 December 2007 #Z - FZE+F+ _H=+—HIFFZE

3.

3. Significant Accounting Policies (cont'g)

(k)

U

Revenue recognition

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

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

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

Employee benefits

(i) Employee leave entitlements

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

Employee entitlements to sick leave and
maternity leave are not recognised until the time
of leave.

(i) Pension obligations

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

(i) Termination benefits

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

For the year ended 31 December 2007 # &
3. Significant Accounting Policies (cont'q)

Share-based payments

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

Borrowing costs

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

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 the income
statement in the period in which they are incurred.

Government grants

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

Government grants relating to income are deferred and
recognised in the income statement over the period
necessary to match them with the costs they are
intended to compensate.
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NOTES TO THE FINANCIAL STATEMENTS

A 75 8 R &E

For the year ended 31 December 2007 #Z - FZE+F+ _H=+—HIFFZE

3. Significant Accounting Policies (cont'g)

(P)

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

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

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

The carrying amount of deferred tax assets is reviewed
at each balance sheet date 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 balance sheet date. Deferred tax is charged or
credited to the income statement, except when it
relates to items charged or credited directly to equity,
in which case the deferred tax is also dealt with in equity.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2007 # &

3. Significant Accounting Policies (cont'q)

(P)

(@)

Taxation (cont’d)

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.

Related parties

A party is related to the Group if:

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

(if) the party is an associate;
(iif) the party is a joint venture;

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

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

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

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

A 75 8 R &E

For the year ended 31 December 2007 #Z - FZE+F+ _H=+—HIFFZE

3. Significant Accounting Policies (cont'g)

(r)

Segment reporting

A segment is a distinguishable component of the
Group that is engaged either in providing products
and services (business segment), or in providing
products or services within a particular economic
environment (geographical segment), which is subject
to risks and rewards that are different from those of
other segments.

In accordance with the Group’s internal financial
reporting, the Group has determined that geographical
be presented as the primary reporting format and
business segments as the secondary reporting format.

Segment revenue, expenses, assets and liabilities
include items directly attributable to a segment as well
as those that can be allocated on a reasonable basis
to the segment. Unallocated costs mainly represent
corporate expenses. Segment assets consist primarily
of property, plant and equipment, inventories and trade
receivables. Segment liabilities comprise operating
liabilities and exclude items such as tax liabilities and
corporate borrowings.

Segment revenue, expenses, assets and liabilities are
determined before intra-group balances and intra-
group transactions are eliminated as part of the
consolidation process, except to the extent that such
intra-group balances and transactions are between
Group enterprises within a single segment.

Segment capital expenditure is the total cost incurred
during the period to acquire segment assets (both
tangible and intangible) that are expected to be used
for more than one period.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2007 é“fc?:

3. Significant Accounting Policies (cont'q)

(s)

Impairment of assets

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

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

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 the
income statement, 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 the
income statement, 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.

3.

(s)
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NOTES TO THE FINANCIAL STATEMENTS

A 75 8 R &E

For the year ended 31 December 2007 #Z - FZE+F+ _H=+—HIFFZE

3. Significant Accounting Policies (cont'g)

(t)

(u)

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.

Events after the balance sheet date

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

JF Household Furnishings Limited
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NOTES TO THE FINANCIAL STATEMENTS

A F5 8 R B &E

For the year ended 31 December 2007 #Z —EZFE+F+-HA=+—HIFFZ

Critical Judgements and Key 4.

Estimates

Key sources of estimation uncertainty

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

(a) Property, plant and equipment and depreciation

The Group determines the estimated useful lives 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 of
property, plant and equipment of similar nature and
functions. The Group will revise the depreciation
charge where useful lives 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.

(b) Impairment loss for bad and doubtful debts

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

(c) Allowance for slow-moving inventories

Allowance for slow-moving inventories is made based
on the ageing and estimated net realisable value of
inventories. The assessment of the allowance amount
involves judgement and estimates. Where the actual
outcome in future is different from the original estimate,
such difference will impact the carrying value of
inventories and allowance charge/write-back in the
period in which such estimate has been changed.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2007 #Z - FZE+F+ _H=+—HIFFZE

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.

(a)

Foreign currency risk

The Group has certain exposure to foreign currency
risk as most of its business transactions, assets and
liabilities are principally denominated in HKD, United
States dollars (“USD”) and Renminbi (“RMB”). During
the year, the Group started to enter into foreign
currency forward contracts to mitigate the foreign
currency risk arising from sales of goods denominated
in USD. The Group currently does not have a foreign
currency hedging policy in respect of other 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 2007, if USD had weakened 5 per
cent against RMB with all other variables held
constant, consolidated profit after tax for the year
would have been approximately HK$426,000 higher
(2006: HK$740,000 lower), arising mainly as a result
of exchange gain or loss on receivables, payables and
borrowings denominated in USD. If USD had
strengthened 5 per cent against RMB with all other
variables held constant, consolidated profit after tax
for the year would have been approximately
HK$426,000 lower (2006: HK$740,000 higher), arising
mainly as a result of exchange gain or loss on
receivables, payables and borrowings denominated
in USD.

At 31 December 2007, if the future USD had weakened
5 per cent against the future RMB with all other
variables held constant, consolidated profit after tax
for the year would have been approximately
HK$2,535,000 (2006: HK$NIl) higher, arising mainly
as a result of change in the fair value of derivative
financial instruments denominated in USD. If the future
USD had strengthened 5 per cent against the future
RMB with all other variables held constant,
consolidated profit after tax for the year would have
been approximately HK$2,535,000 (2006: HK$Nil)
lower, arising mainly a result of change in the fair value
of derivative financial instruments denominated in
USD.

JF Household Furnishings Limited
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For the year ended 31 December 2007 #Z _—ZEZE+F+_FA=+—HIFF/Z

5. Financial Risk Management (cont'o) 5. MBRBRERE @

(b)  Credit risk by FEAERR
The carrying amount of the cash and bank balances, REEHNEEABRANES
derivative financial instruments and trade and other NiR1TH R TTHESRM T AR
receivables, included in the balance sheet represents B NEMEUWEER - RERAE
the Group’s maximum exposure to credit risk in relation B pAE B gl B E A R OA
to the Group’s financial assets. EREE -
It has policies in place to ensure that sales are made AEBEEBBEEBUR - BIRAE
to customers with an appropriate credit history. E—EEARLHNEP#EITHE

& o

The credit risk on cash and bank balance and BRE MIRTTEBARITESRIT
derivative financial instruments is limited because the EMEARRER  REAHS
counterparties are banks with high credit-ratings FELEBEETREES TS
assigned by international credit-rating agencies. 5 AR IRTT ©
The Group has significant concentration of credit risk REEEWE Z RSB RERE
to its trade receivables as the Group’s largest customer SEEY  RERASEHNZA
contributed over 83% of the turnover for the year and B RE AL L FEFHB83% K
shared over 86% of the trade receivables at the HEE BHEWKE 5 BR518186% ©
balance sheet date. The Group has policies and AREEBEERTER R IEFERE
procedures to monitor the collection of the trade WE SRR 2B - ERGIREE
receivables to limit the exposure to non-recoverable WERIB S AT UL B B (7 B [RLBS: © 3T
of the receivables and there is no recent history of B AEESARFIEEN 2
default for the Group’s largest customer. B HIR o

(c) Liquidity risk (c) wBELER

The Group’s policy is to regularly monitor current and
expected liquidity requirements to ensure that it
maintains sufficient reserves of cash to meet its liquidity
requirements in the short and longer term.

AEENBRSEHEZERTR
BEIREE & ERIARRE
FRASMFHE - EEARAES
EEHHNRBHESHE -
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For the year ended 31 December 2007 #Z —FEE+F+-HA=+—HIFZ

5. Financial Risk Management cont'd)

()

(d)

Liquidity risk (cont’d)

The maturity analysis of the Group’s financial liabilities
is as follows:

5.

Less than

1 year

—F R

HK$

BT
At 31 December 2006 R-BZXRE

+=BA=+-H

Bank borrowings RITIERK 25,524,722
Other payables and accruals £l {5 %08

NREsIEE 4,196,345

Trade payables JERTE 5 8RR 11,451,980

Due to directors [ENESZFIE 540,000
At 31 December 2007 R-B2+E

T=ZA=t—H

Bank borrowings RITIE 68,679,413

Finance lease payable MEMRERA 2,266,341
Other payables and accruals £l Ef 2B

K EEtER 6,979,265

Trade payables EREHEH 29,980,551

Due to directors ERNEZHE 540,000

Interest rate risk

At 31 December 2007, the Group’s deposits are
denominated in USD amounting to approximately
HK$1,271,000 (2006: HK$1,219,000) and at fixed
interest rate of 3.75% (2006: 4.25%) per annum and
therefore are subject to foreign currency risk and fair
value interest rate risk.

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

Bank loans of approximately HK$50,125,000 (2006:
HK$24,711,000) are arranged at fixed interest rates
and expose the Group to fair value interest rates risk.
Other bank borrowings are arranged at floating rates,
thus exposing the Group to cash flow interest rate
risk.

JF Household Furnishings Limited
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Between
1 and 2 years
—ZWEH

2,234,584

(d)

BT

RBESERE (&)

AEESRBE B ST
™

Between

2 and 5 years
—ZhEH
HK$

BT

HK$

2,678,629 =

F 2= @R

RZZZtF+=—_A=+—8 "
REEAETINE TR EFBL
1,271,000/ 70 (ZEE/R4F ¢
1,219,000/ L) + H[E E F F| &
R3.75% (ZFEFREF ¢ 425%)
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Ny
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(d)

(e)

NOTES TO THE FINANCIAL STATEMENTS

A F5 8 R B &E

For the year ended 31 December 2007 #Z —EZFE+F+-HA=+—HIFFZ
Financial Risk Management (cont'o)

Interest rate risk (cont’d)

At 31 December 2007, if interest rates at that date
had been 100 basis points lower with all other variables
held constant, consolidated profit after tax for the year
would have been HK$247,000 (2006: HK$8,000)
higher, arising mainly as a result of lower interest
expense on bank borrowings. If interest rates had been
100 basis points higher, with all other variables held
constant, consolidated profit after tax for the year
would have been HK$247,000 (2006: HK$8,000)
lower, arising mainly as a result of higher interest
expense on bank borrowings.

Fair values

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

Revenue

The Group’s turnover represented the net invoiced value of
goods sold to customers, after allowances for trade discounts
and returns.

Sales of goods

(=N
A
Sn
Bt
i
il

BRERER ®

(d) FEREE @)

R-EE+F+_A=+— EI
1h*“EIZ?‘JTTB¢1OO¥£¥
th B B RS EEIﬁAfETT1E| =K
FIRATRD - FREREBRTE
S A G EF247,0008 T (=&
TN 1 8,000/87T) © fiMFI= b
%Hoo;'!ﬁ% H ity FHURF T
B BRIBITERA ERE L
bu FRERAEBRTIE R IR
247,000 L (ZEZNF
8,000/ 7T) °

(e) 2AFE
AEEFAGEEEEBERNE

REERGHAGEZ REERR
FBHNRAFERS -

i ==

REE 2 2XBTEIRE SRR
B® DETEFPZEMZIBRRE

353,755,842 193,902,367

Other Income

HAb WA

Fair value gain on financial assets BEATFEZ A
at fair value through profit or loss BakemEE 2,288,887 —
Government grants BT 2 B 502,960 2,410,901
Interest income A2 WA 229,230 216,374
Tax refund on re-investment BIRERR 1,545,718 =
Write off of trade payables TR E 5 RIE - 1,107,244
Others H it 1,139 414,952
4,567,934 4,149,471

EFEXERA@mEBRAA
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For the year ended 31 December 2007 #Z —ZEZ+F+ - A=+—HIFFE
Segment Information

8.

Segment information is presented by way of two segment

formats:

(i) on a primary segment reporting basis, by geographical

segments; and

(if) on a secondary segment reporting basis, by business

segments.

The Group is principally engaged in manufacturing and sale
of furnishings and home products.

(a)

of customers

Geographical segments based on the location

In determining the Group’s geographical segments,
revenues, results, assets and liabilities are attributed
to the segments based on the location of the

customers.

The following table present revenue, results, assets,
liabilities and capital expenditure information for the
Group’s geographical segments.

8.

/

(i

AEBETENEEERHE

ﬁﬁﬁﬂ

HERZATRER X R
FELrERBERARIRMED
R
REDBERREARIZER S
*F o

HKERKRE

e

(a)

REFFEMES R

E"ﬁil"%lﬁ’lfmﬁ“*ﬁﬁ% - U
R BERABNRER
F)’TE#@EE Ll

AREEE S Bk
£ AE - BERASHINE
ST

The PRC Hong Kong Consolidated
H B me
2007 2007 2007
ZERtE “EEtE “EELE
HK$ HK$ HK$
Segment revenue: PEkE -
Sales to external customers  HMFEPHIEE 72,058,537 40,305,064 281,697,305 153,597,303 353,755,842 198,902,367
Segment results PEEE 7,826,545 2,899,298 32,674,047 24,863,946 40,501,492 27,763,244
Other income HiplA 4,567,934 4,149 471
Unallocated expenses AARAR (9,141,704) (6,307,318
Profit from operations H=ygil 35,927,722 25,605,397
Finance costs BERKA (3,127,637) (1,079,321)
Profit before tax BB AR A 32,800,085 24,526,076
Income tax expense FrEBRE (5,143,116) (3,863,193)
Profit for the year FREH 27,656,969 20,662,883
Segment assets PEEE 4,919,473 8,146,282 30,818,490 18,389,166 35,737,963 26,535,448
Unallocated assets ADEEE 195,969,022 106,437,111
Total assets BEE 231,706,985 132,972,559
Segment liabilities PER - 1,065,033 - - - 1,065,033
Unallocated liabilities FOEEE 115,376,003 42,383,262
Total liabilities BaE 115,376,003 43,448,295
Other segment information: 5 8EEH :
Unallocated depreciation AP & E 2,895,250 1,021,559
Unallocated capital RAEER
expenditure 53 28,466,892 16,065,772

JF Household Furnishings Limited
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For the year ended 31 December 2007 #Z _—ZEZE+F+_FA=+—HIFF/Z

8. Segment Information (ont'a) 8. AEER@®
(b) Geographic segments based on the location (b) REEFEHEZHESE
of assets
All of the Group’s assets are substantially located in AREENMBEEEXZMRT
the PRC. No additional information in respect of o OB EREART EFR
segment assets and capital expenditure information mEBERBEINERIZT] ©

are presented.

(c) Business segments (c) HE¥BoHHE
The following table presents revenue, assets and REBEREHZE 2 WG - B
capital expenditure information for the Group’s E - REXRREZHERES M
business segments. e
Manufacturing and sale of Manufacturing and sale of
stainless steel furnishings wooden furnishings and
and home products home products Consolidated
HEREEAFARE BUERHE
R ERm
2007 2006
ZERtE 3
HK$
BT
Segment revenue AENE 285,039,513 182,154,311 68,716,329 11,748,056 353,755,842 = 193,902,367
Segment assets PREE 138,528,911 97,680,974 90,184,822 32,730,640 228,713,733 130,311,614
Unallocated assets ROMEE 2,993,252 2,660,945

231,706,985 132,972,659

Capital expenditure BARER 3,151,567 5,004,725 25,315,325 10,971,047 28,466,892 16,065,772

REREMAMERAAE
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For the year ended 31 December 2007 # %

9. Directors’ Emoluments and Five 9.
Highest Paid Individuals

— ==

Details of emoluments of the directors of the Company
disclosed pursuant to the Rules Governing the Listing of
Securities on the GEM of the Stock Exchange and Section
161 of the Hong Kong Companies Ordinance are as follows:

For the year ended 31 December 2007

tFE+-_A=+—HILFE

EEMERANESE M
A
RIEAIEIRES EIIRRIRES AT

FIE1611E - AR TDEE 2B REER
BT

E-E2RLF+ZA=tT—-HL
FE

Salaries, Retirement
allowances and  Discretionary ~ Share-based benefits scheme Total
Name of director Fees benefits in kind bonus payment contributions  emoluments
R SR BARER
Ezpg e RENFE BiEREA XfRE g 5 We#E
HK$ HK$ HK$ HK$ HK$ HK$
Executive directors HTEE
Mr. Yan Siu Wai TRRALE - 408,000 142,000 - 12,000 562,000
Mr. Leung Kwok Yin REERE = 216,000 134,000 - 12,000 362,000
Mr. Bao Jisheng HEBEE - 715,695 454,000 - - 1,169,695
Independent non-executive directors BYFHTEE
Mr. Kwan Kai Cheong BRELE 100,000 - - - - 100,000
Mr. Garry Alides, Willinge Garry Alides,
Willinge % & 100,000 - - - - 100,000
Mr. Yu Hon Wing, Allan MERKE 60,000 - - - = 60,000
Total By 260,000 1,339,695 730,000 - 24,000 2,353,695
For the year ended 31 December 2006 BE-_ZZEXE+=-A=+—HL
FE
Salaries, Retirement
allowances and Discretionary Share-based benefits scheme Total
Name of director Fees  benefits in kind bonus payment contributions emoluments
e 2 SRR BRER
Ezpg e RENFE BiEREA XRE EE 5 WeHE
HKS HK$ HKS HKS HK$ HK$
; BT B B B B
Executive directors BER
Mr. Yan Siu Wai TRFLE - 408,000 142,000 57,000 12,000 619,000
Mr. Leung Kwok Yin R2EELE = 216,000 134,000 38,000 11,150 399,150
Mr. Bao Jisheng mEELE = 715,986 454,000 43,182 - 1,213,168
Independent non-executive directors ~ BYFEHTES
Mr. Kwan Kai Cheong BEE LA 100,000 = = = = 100,000
Mr. Garry Alides, Willinge Garry Alides,
WillingeZt & 100,000 - - - - 100,000
Mr. Yu Hon Wing, Allan EREE 60,000 = = = = 60,000
Total B 260,000 1,339,986 730,000 138,182 23,150 2,491,318

There was no arrangement under which a director waived or
agreed to waive any emoluments during the year (2006:

HKSNil).

JF Household Furnishings Limited
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For the year ended 31 December 2007 #Z _—ZEZE+F+_FA=+—HIFF/Z

Directors’ Emoluments and Five 9.

Highest Paid Individuals (cont'q)

The five highest paid individuals in the Group for the year
ended 31 December 2007 included three (2006: three)
directors, details of whose emoluments are disclosed above.
Details of the emoluments of the remaining two (2006: two)
highest paid individuals for the year ended 31 December
2007, which fell within the “HK$Nil to HK$1,000,000” band,
are as follows:

EEMERENVES S
AT @

AEEREE—_ZTLF+_A=+—
AEtFEMNAUEaETMALTRE =
(ZZEERF D) EE - FEOBS
FEERN EX c E#mMAZ (ZEE R
F M) mZEFATREBEE=ZZ
+tE+-_A=t—BHILFEENMEN T
[ZB 21,000,000/ 7T ] 2 f @ 515
s

Basic salaries, allowances

EAFE - 2R

and benefits in kind MEYF = 649,543 648,515
Discretionary bonus B TEAL 200,000 200,000
Share-based payment VARR 5 = 1~ 5008 - 118,324
Retirement benefits scheme RINAE F 5T S

contributions 3K 19,135 22,373

868,678 989,212

During the year, no emoluments were paid or payable by the
Group to any of the directors or the five highest paid
individuals as an inducement to join, or upon joining the
Group, or as compensation for loss of office (2006: HK$Nil).

FA - AKEHERNTANESRNAMEK
BEHMA TN REEESINA
AEERMARKE R EZE NIESRE
BAE(CETARFE &) o
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NOTES TO THE FINANCIAL STATEMENTS
155 kR aE

For the year ended 31 December 2007 #Z —FEE+F+-HA=+—HIFZ

10. Finance Costs 10. ME KA

Finance lease charges mEHEEER 395,600 =
Interest on bank loans IRITERF B 3,140,844 1,220,745
Amount capitalised &AL FRIR (408,807) (141,424)
3,127,637 1,079,321
Borrowing costs on funds borrowed generally are capitalised —RIEBANE S 2 EERRIRFEF =X
at a rate 6.16% per annum (2006: 6.12%). BIBEBAR (ZEZTRNF : 6.12[F)
11. Income Tax Expense 11. ISR xX
(a)  Taxation included in the consolidated income (@ HALZEWREROBRERAT :

statement represents:

Current tax — PRC enterprise NEFIE

income tax — BETEMER 5,143,116 3,879,904
Over-provision in prior year VAR 4F S B sa i 1 - (16,711)
5,143,116 3,863,193
No provision for Hong Kong Profits Tax is required EEEA$’§IEA¢WEEE§§%$%5§
since the Group has no assessable profit for the year F(ZZEZTARF - 8) - WEER
(2006: HK$NIl). BEBFSTIE L BE -
Pursuant to the relevant laws and regulations in the RIEREA AR RER - R
PRC, JF Ningbo operating in Zhejiang Province, the FENI &L EMEREZ AR
PRC, is subject to enterprise income tax rate at 26.4% BhEAREMBI SR E D
on its taxable profit in accordance with Income Tax MHNE R ZEFTETE - IREFER
Law of the People’s Republic of China for Enterprises T M B AN P15 715126.4% ©

with Foreign Investment and Foreign Enterprises.

JF Household Furnishings Limited
Annual Report 2007



NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2007 # &

11. Income Tax Expense (cont'a)

(@

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

Pursuant to the relevant laws and regulations in the
PRC, JF Ningbo is entitled to a 50% reduction for the
enterprise income tax as over 70% of the goods sold
were exported goods.

Pursuant to the relevant laws and regulations in the
PRC, LS EH mA R 2 A (Ningbo JF Metal
Products Co. Ltd.) (*JF Metal”) and %5 # L8 K K
BAMR A A (Ningbo JF Furniture Co., Ltd.) (“JF
Furniture”), two subsidiaries of the Company operating
in Zhejiang Province, the PRC, are subject to enterprise
income tax rate at 26.4% on its taxable profit in
accordance with Income Tax Law of the People’s
Republic of China for Enterprises with Foreign
Investment and Foreign Enterprises. JF Metal and JF
Furniture are 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. No provision for PRC
enterprise income tax has been made as JF Metal and
JF Furniture incurred tax loss for the year.

No provision for deferred taxation has been made in
the financial statements as the tax effect of temporary
differences is immaterial to the Group.

A F5 8 R B &E

ST ASt—ALFE

1. FIBEHEX @

(@

FARBWBEROBALT
(&
RETEBBOERNER
HB@70%EHEEmR AL M
B MERELSRRERME0%E
EFTFH

RETEABEOERNER R
BT L& &2 R A2 B ]
BRAEREESEBFHMmERA
A([fEgeB]) RERESRN
FKEBRQR (FEXKED AR
BEREARAMBEIINGRERSE
MINEBEFFBE - IREER
B MR R PT1S1726.4% °
REesBLREEXEEEAERE
MERERRMFEEMSH -
WREE=FRERRFE0%HIA
HRELSE M EEFTERNFER
EAMBEEE S ERFEE
EFAETIELEE -

RREREERHARENTE
WAEK @ A BRI ERE S
FURIED IR (F B4 -

EEREMAmMBRAR
“ERERLEEER



NOTES TO THE FINANCIAL STATEMENTS
155 kR aE

For the year ended 31 December 2007 # %
11. Income Tax Expense (cont'a)

(©

ST AST—ALFEE

1. IEHBAX @

The reconciliation between the income tax expense (€ PSS BRI EERR B AT A SR B
and the product of profit before tax multipled by the TEMBHHEZFEBEL RN
PRC enterprise income tax rate is as follows: N

Profit before tax

B H5% A Al 32,800,085 24,526,076

Tax at PRC enterprise income
tax rate of 33% (2006: 33%)

ok B T
B 33% (—BEAL

33%) 5T #i 10,824,028 8,093,605

Effect of preferential tax rate BERENZE (6,494,417) (4,856,163)
Tax effect of income that is TARBBAR

not taxable MG & (222,963) (106,750)
Tax effect of expenses that EIEAE )

are not deductible MR & 944,517 707,866
Tax effect of tax losses not RIERTIE B E K

recognised MB B 99,759 41,346
Tax effect of unrecognised RERGREEZRD

temporary difference s s 2 (7,808) —
Over-provision in prior year VAR S B sa i 1 - (16,711)
Income tax expense P15 %% 5 2 5,143,116 3,863,193
The new PRC enterprise income tax law passed by FREETEZEARRKRAER
the Tenth National People’s Congress on 16 March —ETHF =R+ NARBTH
2007 introduces various changes which include the RICREE A R TN (> ZE RSB
unification of the enterprise income tax rate for VEY  FBUESIA— R E
domestic and foreign enterprises at 25%. The new B aiEigNE S RINE P
tax law will be effective from 1 January 2008. The HIFTIE RS —R25% ° ¥t %
impact of the new tax law on the Group’s consolidated BT N\F—HA—HARER -
financial statements is immaterial to the Group. MIBUEBAEE 2R G IS H®E

JF Household Furnishings Limited

Annual Report 2007
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NOTES TO THE FINANCIAL STATEMENTS

A F5 8 R B &E

For the year ended 31 December 2007 #Z _—ZEZE+F+_FA=+—HIFF/Z

12. Profit for the Year

The Group’s profit for the year is stated after charging the
following:

12. FAEF

RNEE 2 FRE R TR T 515185
B :

Auditors’ remuneration Z B8R 2 B
Cost of inventories sold BHEGFERA
Depreciation e
Staff costs (including directors’ BIRA (BRIEESHS
emoluments (note 9)) (K7£9))
Fees piak
Basic salaries, bonuses, EXRFe - 164
allowances and benefits in kind EAREY W=

Retirement benefits scheme RIRAE A 5T S
contributions HR

Equity-settled share-based payments LA %S 45 & 0 I (9 2 1~ 5008
Operating lease — land and buildings ~ && % — L REEY
Write off of property, plant and equipment st #4¥1% ~ BB K& E

Net exchange losses HIE N T

731,112 498,624
304,886,077 158,504,600
2,895,250 1,021,559
260,000 260,000
21,220,376 14,428,606
2,353,102 1,607,810
- 411,283

328,430 125,251

- 2,513

408,470 2,223,854

Cost of inventories sold included staff costs and depreciation
of approximately HK$20,696,000 (2006: HK$12,268,000)
which are included in the amounts disclosed separately
above.

Note:

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

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

EHEFERABEE TRA RS
& #920,696,0008 T (ZTE /N F
12,268,000/ 7T) B 5T A it 5 Bl # 55
Z AN

GEE

AEE D RIBEECRHIERTES 3G
MRE - REEREBAERERR R
AR S ([BESFE]) - AEERR
et B 2 HHRT AT 2 06%tE (LR &
BREAERES,0008T)  HR—BX
ABEEETE - EBEBES -

AEBETERIZMBARZEEHSE
W TR 2P REARESEHE - ZEP
BB ARAREHFE 2ETADLRPR
BRAREEME - 7 BN AR S RERE
M A RIFARE Kk BIZRAES 2 RINE
MEME - ZFMBRAARTREARESEEZ
ME— B TR B AT B PR R GLK

REREMAMERAAE
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NOTES TO THE FINANCIAL STATEMENTS
155 kR aE

For the year ended 31 December 2007 #Z —FEE+F+-HA=+—HIFZ
13. Dividend 13. K&

Proposed final dividend BRI 2 RARE
— HK5.0 cents (2006: HK4.9 cents) — G ﬁﬂx&O/aﬂh
per ordinary share (ZZEZRF : 4.9%81l) 8,547,000 8,309,665
14. Earnings Per Share 14. SREF
The calculation of basic and diluted earnings per share are BRREREF LB R A THIRE T 5%
based on the following: IE=tE -

Earnings ZH
Profit attributable to equity holders ARETEEREREF K

of the Company, used in the basic BSHEAR 2

and diluted earnings per share RABIRE

calculation FEAG 5 T 27,656,969 20,662,883
Number of shares vl 4=
Weighted average number of ordinary ~ AR EZREAEF

shares used in basic earnings 2 m AR N 4E

per share calculation T8 170,017,754 168,922,054
Effect of share options BRENTE 2,931,726 1,635,318
Weighted average number of ordinary + S IS & A

shares used in diluted earnings Z AR N FE

per share calculation T8 172,949,480 170,557,372

JF Household Furnishings Limited
Annual Report 2007



NOTES TO THE FINANCIAL STATEMENTS
BT ¥5 kR Pt a

For the year ended 31 December 2007 #%Z —EZ+F+_-A=+—HIFFE

15. Property, Plant and Equipment 15. W% - BERRE

Furniture,
Plant and fixtures Construction
Buildings machinery ~ and equipment  Motor vehicles in progress
8 %8
BEN BER#&H SET ] X7 ERIR
HKS HK$ HK$ HK$ HK$
B B B BT BT
Cost A&
At 1 January 2006 RZEE E-F-A 7,167,268 4,243,812 333,444 789,384 3,340,697 15,874,605
Additions AE - 3,290,997 360,171 95,010 12,319,594 16,085,772
Write off RE - (3,802) - - = (3,802)
Transfer 4 3,784,388 - - - (3,784,388 -
Exchange difference i E 212,889 126,054 9,904 23,448 99,229 471,524
At 31 December 2006 \,77A$+ ﬂz -A
and 1 January 2007 EELE-f- 11,164,545 7,657,061 703,519 907,842 11,975,132 32,408,099
Additions ?‘E 52,910 14,521,703 1,288,103 692,258 11,911,918 28,466,892
Transfer B 22,844,882 788,527 - - (23,633,409) -
Exchange difference i E 767,921 515,451 47,984 62,442 823,672 2,217,470
At 31 December 2007 R-FZtE+-A=1+-H 34830258 23,482,742 2,039,606 1,662,542 1,077,313 63,092,461
Accumulated depreciation B3t E
At 1 January 2006 R=FZx—f—-H 927,864 535,382 100,952 316,006 - 1,880,204
Charge for the year ﬁm%ﬁ% 270,138 523,305 75,306 152,810 = 1,021,559
Write off R - (1,289) - - = (1,289)
Exchange difference ELES 27,560 15,902 2,999 9,387 - 55,848
At 31 December 2006 RZEERET-A=T-HEK
and 1 January 2007 “E5tE-A-H 1,205,562 1,073,300 179,257 478,203 - 2,956,322
Charge for the year ERHE 1,012,807 1,363,391 294,126 224,926 = 2,895,250
Exchange difference ERER 116,265 117,213 21,163 39,992 - 294,633
At 31 December 2007 RZFZtE+-A=1-H 2,354,634 2,553,904 494,546 743,121 - 6,146,205
Carrying amount REE
At 31 December 2007 RZBZLET-A=+-H 32475624 20,928,838 1,545,060 919,421 1,077,313 56,946,256
At 31 December 2006 RZZENEFZA=T—-A 9,938,983 6,583,761 524,262 429,639 11,975,132 29,451,777

AEBEMZEMURHE -

AZEZLF+—A=+—H ' AKH
BRI {E 496,699,000/ 7T (ZZZ /N4 ¢

7,678,000 7T) MREEYE EF TR
17 EAARSEEERRITEENEKAR
(K$5E25) °

RZZBZLF+_A=+—RH  £KE
BB HERB KR R < REE
#4/510,994,0008 7T (ZEZE/NF ¢
&) o

The Group’s buildings are situated in the PRC.

At 31 December 2007, the Group’s buildings with carrying
value of approximately HK$6,699,000 (2006: HK$7,678,000)
were pledged as security to a bank for the Group’s banking
facilities (note 25).

At 31 December 2007, the carrying amount of plant and
machinery held by the Group under finance lease amounted
to approximately HK$10,994,000 (2006: HK$NIl).

P REE
ZE%%@%%?EHEE$ 555 =T

BREFEREEY) - #9/522,006,00078 7T
—EERF E) o

— ==

At 31 December 2007, the Group’s buildings, including certain
buildings of approximately HK$22,006,000 (2006: HK$NIil)
for which the Group are in the process of obtaining the relevant
building ownership certificates.

REREMAMERAAE
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NOTES TO THE FINANCIAL STATEMENTS
155 kR aE

For the year ended 31 December 2007 #Z —FEE+F+-HA=+—HIFZ

T b fE AR

16. Land Use Rights

16.

Cost 2%
At 1 January 2006 R-ZEEZF—H—H 1,422,622
Exchange difference bE 3 =& 42,256
At 31 December 2006 RZBEZXRF+_HA=+—81

and 1 January 2007 NZZET+F—H—H 1,464,878
Transfer from deposit paid FR U - b (5 AR R Y

for acquisition of land use BN

rights (note 17) LB 16,015,287
Exchange difference PE H AZXE 1,202,321
At 31 December 2007 R_BEZEt+F+-_HA=+—~1H 18,682,486
Accumulated amortisation E-g
At 1 January 2006 R-ZEEF—H—H 367,870
Charge for the year FNEEH 29,298
Exchange difference ME W = RE 10,926
At 31 December 2006 RZZBTZRF+_A=+—H

and 1 January 2007 NZFEFELFE—H—H 408,094
Charge for the year FNEEE 168,630
Exchange difference PE 5 =& 33,393
At 31 December 2007 RZZEZT+F+-_A=+—H 610,117
Carrying amount REE
At 31 December 2007 R-_ZEZ+F+_-_A=+—H 18,072,369
At 31 December 2006 RZEZRF+_HA=+—~1H 1,056,784

The Group’s land use rights are situated in the PRC under
medium term leases with carrying value of approximately
HK$1,098,000 (2006: HK$1,057,000) and pledged as
security to a bank for the Group’s banking facilities (note 25).

At 31 December 2007, the Group’s prepaid land lease
payments, included certain leasehold lands of approximately
HK$16,974,000 (2006: HK$NIl) for which the Group were in
the process of obtaining the relevant land use rights

certificates.

JF Household Furnishings Limited
Annual Report 2007

7N 8= [ B 75 7P BB A £ b (58 PR A LA TR BRFE 49
#A - BREEA 51,098,000/ 7T (= F
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NOTES TO THE FINANCIAL STATEMENTS
BT ¥5 kR Pt a

For the year ended 31 December 2007 #Z —EZFE+F+-HA=+—HIFFZ

17. Deposit Paid for Acquisition of Land 17. W Tt EHEN S T

Use Rights Z&
HK$
BT
At 1 January 2006 RZEERF—H—HR 15,553,308
Exchange difference ME W = HE 461,979

At 31 December 2006 RZZEZEF+-_A=+—H

and 1 January 2007 F—EFEL+F—HF—H 16,015,287
Transfer to land use rights (note 16) ¥ # &= 1 (¥ A #E (I 3E 16) (16,015,287)
At 31 December 2007 RZZEZ+F+-_A=+—H —

18. Inventories 18. &

Raw materials R A 55,146,684 29,468,069
Work in progress & 21,962,841 11,029,307
Finished goods BUR 15,398,173 1,829,190
92,507,698 42,326,566

. =k

19. Trade Receivables 19. ERE Z R

Trade receivables FEWE 5 R 35,731,827 22,264,462
Trade receivables from a related FEU — K @B A 7]
company B 2ENR - 4,263,489
35,731,827 26,527,951
Particulars of the Group’s trade receivables from a related REBREK—XBHARBEZRANZF
company are as follows: BIR

HIEEESRROERA IR R ERRDBRA

(Zhejiang Shuaikang Electnc (DHTEbER]) (PFEE 85)

Stock Co. Ltd.) (“Zhejiang Shuaikang”)

(note 35) - 4,263,489
Maximum balance SESET S 4,263,489 7,757,179

REREMAMERAAE
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NOTES TO THE FINANCIAL STATEMENTS
155 kR aE

For the year ended 31 December 2007 #Z - FZE+F+ _H=+—HIFFZE

- =+ .
19. Trade Receivables (cont'd) 19. BWEF KR @
The Group normally granted customers with credit terms of REE M4 TEFPI0EOANEER
30 to 90 days. The ageing analysis of the Group’s trade By o RN E EUWE 5 ERFRAARER 25 AT 20
receivables is as follows: i

0 — 30 days 0£30H 34,475,494 23,594,740
31 — 60 days 31260H 1,139,943 1,521,422
61 — 90 days 61290H - 1,376,771
Over 90 days H#EI0H 116,390 35,018

35,731,827 26,527,951
The carrying amounts of the Group’s trade receivables are REEEKRE ZERZREETZ N
denominated in the following currencies: BHAIE

AUD SBIT - 263,656

RMB AR 3,732,732 7,788,734

UsD =T 31,999,095 18,475,561
35,731,827 26,527,951

— =1 =X
20. Due from a Related Company 20. B —XEH A RIRE

The amount due from a related company represents expenses FEU— R B A R FUB IR AR S B R ARk

paid on behalf of ##k#E & 722 5 2 5 H R 2 7] (Yuyao Jiefeng BUAREAR AR ([PbEe])

Air Conditioning Equipment Co. Ltd.) (“Yuyao Jiefeng”) by the NHRY -RZEBEENF+_A=1+—

Group. The balance outstanding at 31 December 2006 is HRREREHRAERR 22 RIWE

unsecured, interest-free and has no fixed terms of repayment & E & 7 (f95E35) °

(note 35).

JF Household Furnishings Limited
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22.

NOTES TO THE FINANCIAL STATEMENTS

A F5 8 R B &E

For the year ended 31 December 2007 #Z —EZFE+F+-HA=+—HIFFZ

Financial Assets at Fair Value Through
Profit or Loss

TESRITA:
SMNEHIE S X

Derivative financial instruments:
Foreign currency forward contracts

21.

BRAFEBETABERR
LEBMEE

2,288,887 =

The Group utilises currency derivatives to mitigate currency
exposure of significant future transactions and cash flows in
foreign currency. The Group is a party to foreign currency
forward contracts in the management of its exchange rate
exposures. The instruments purchased are primarily
denominated in the currencies of the Group’s principal
markets. The underlining currency of all foreign currency
forward contracts is denominated in USD.

At the balance sheet date, the total notional amount of
outstanding foreign currency forward contracts to which the
Group is committed is as follows:

SMNERIE S X

Foreign currency forward contracts

REENBEEITET AR RINE
REZERMERZRBASRERNE

WRER - AEE2EIINERESL - LA
ERHEEXRRER - EENTAIZEN

Kﬁliﬁ%%zmwﬂﬁoﬁﬁﬂﬁ
HEANZBRERIIUXTIE -

REERH - AEEDARBRTRZ
SMNEHIE RN ZREBRBLT ¢

62,400,000 =

At 31 December 2007, the fair value of the Group’s currency
derivatives is estimated to be HK$2,288,887 (2006: HK$Nil).
These amounts are based on the valuation performed by
Grant Sherman Appraisal Limited, an independent firm of
professional valuers, at fair market value.

Pledged Bank Deposits and Bank and
Cash Balances

The Group’s pledged bank deposits represented deposits
pledged to banks to secure banking facilities granted to the
Group as set out in note 25 to the financial statements.

The deposits are denominated in USD amounting to
approximately HK$1,271,000 (2006: HK$1,219,000) and at
fixed interest rate of 3.75% (2006: 4.25%) per annum and
therefore are subject to foreign currency risk and fair value
interest rate risk.

22.

ﬁ_7?t$+ B=1+—H  &~&£H

EBTETAEZZAFEBEEN A
2288887/a7t(_?7/\$ /) o %
LSRR B B X M ER P EFE
BRABMET 2 EERATTHER
ET o

CEFRTEREARTR
BRI AR

AEBz BKIFRITFERIEEEIF TR
T2GE  WMEARTFTAEBIRIIEE
ZER (FBHY R YRR T
25) o

ZELNETTANE Z FH#I1,271,00078
T(ZZEZRF : 1,219,0005 1) JHiR
BEEFMEI 75% (ZFEENE -
4.25%) @ A FEINER R XA FE
FERE o
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NOTES TO THE FINANCIAL STATEMENTS
155 kR aE

For the year ended 31 December 2007 #Z - FZE+F+ _H=+—HIFFZE

22. Pledged Bank Deposits and Bank and 22. B##HHETERERTR

Cash Balances (cont'd) REEeR o

At 31 December 2007, bank and cash balances of the Group RZZEZLFE+_A=+—H ' &%
denominated in RMB amounted to approximately MARBINEZRITERESER
HK$7,996,000 (2006: HK$7,200,000). Conversion of RMB 447,996,000 T (ZZEZ /N F ¢

into foreign currencies is subject to PRC’s Foreign Exchange 7,200,000 L) « AR & #5450
Control Regulations and Administration of Settlement, Sale BB B AR S B HNE B HIHE B A A5 TE

and Payment of Foreign Exchange Regulations. BERNETEHAE

The carrying amounts of the Group’s bank and cash balances NEB ZIRTT RIS EBRREETIET
are denominated in the following currencies: P EHETIME

HKD BT 613,578 1,274,020
RMB AR 7,995,804 7,200,163
UsbD ETT 9,852,758 917,376
Other Ef 11,842 5,721
18,473,982 9,397,280
=%
23. Trade Payables 23. BNEZ KM

Trade payables FEE 5 BR 29,980,551 11,161,220
Trade payables to related companies FET RS A R B 5 AR - 290,760

29,980,551 11,451,980
Particulars of the Group’s trade payables to related companies AEEENBEHARE SRR ZFIBW

are as follows: T

Yuyao Jiefeng (note 35) Rk TEE (Fi5E 85) - 263,533
kB RIBANBEER AR (note 35) HRIkEFRIRARENEER A F
(Yuyao Kongshun Modern Printing (Pf5E 35)
Service Co. Ltd.) (“Yuyao Kongshun”)  ([&:8ki&52]) - 27,227
- 290,760

JF Household Furnishings Limited
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24.

NOTES TO THE FINANCIAL STATEMENTS

A F5 8 R B &E

For the year ended 31 December 2007 #Z _—ZEZE+F+_FA=+—HIFF/Z

Trade Payables (contq)

The credit terms of the Group’s trade payables varies
according to terms of different suppliers which generally
ranging from letter of credit at sight to 90 days. The ageing
analysis of the Group’s trade payables is as follows:

23. ENEZRR @

AEBRNEZEFNEERRTIRMH
ERMGHRMAEMTR » —RNFE1H
EREZ0RH - REFENE SRR
BREC DTN T -

0 — 30 days 02 30H 23,013,291 7,784,539
31 — 60 days 31£60H 3,747,698 2,315,599
61 — 90 days 612 90H 583,753 579,442
Over 90 days H#EI0H 2,635,809 772,400

29,980,551 11,451,980

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

AEEENE SRR REETHZ T
BH%5IME

HKD BT - 36,640
RMB AR 26,291,087 9,815,669
UsD eV 3,689,464 1,599,671

29,980,551 11,451,980

Due to Directors

24. ENESME

Mr. Yan Siu Wai Ik e 320,000 320,000
Mr. Leung Kwok Yin 2B LE 220,000 220,000
540,000 540,000

The amounts due to directors represent the temporary cash
advance from the directors. The amounts are interest free,
unsecured and have no fixed terms of repayment.

RNESFTEREFRANRRRESR
Ko ZRBARRE  BEAREETE
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NOTES TO THE FINANCIAL STATEMENTS

A 75 8 R &E

For the year ended 31 December 2007 #Z - FZE+F+ _H=+—HIFFZE
25. Bank Borrowings

25. RITER

Bank overdrafts — secured RITES — BEA 3,471,162 =
Bank loans are repayable on demand

or within one year —FANEENRITER

— secured 28,739,902 7,702,940

— unsecured 36,468,349 17,821,782
Amounts due for settlement A12fE B R EIH(EE

within 12 months 68,679,413 25,524,722

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

AEERITEREREEDZ TG

FI{E

HKD 8,613,786 =
RMB 2,116,400 23,267,327
uSDh 57,949,227 2,257,395

68,679,413 25,624,722

The average interest rates per annum at the balance sheet

date are as follows:

REER 2 FHFRERMT

Bank loans
Bank overdrafts

At 31 December 2007, the Group’s bank facilities were
secured by the following:

(a) legal charge on land use rights and certain buildings
owned by the Group;

(b) corporate guarantees given by the Company and a

subsidiary; and

(€) all monies charge over deposits executed by
subsidiaries of the Company in favour of the two banks
of HK$2,000,000 (2006: HK$1,000,000) and an
amount of not less than USDNIl (2006: USD150,000),

respectively.

JF Household Furnishings Limited
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26. Finance Lease Payable 6. MEHEME
Minimum lease Present value of minimum
payments lease payments
BEEHEMNN BEHENRZEE
2007 2006 2007
ZEELF —ETRE ZEELF
HK$ HK$ HK$
BT BT BT
Within one year —FR 2,266,341 - 1,903,207 -
In the second to fifth years, BF_ZREF
inclusive (BEEEME) 4,913,213 - 4,282,215 =
After five years ikt - - - -
7,179,554 —
Less: Future finance charges W BAREER (994,132) =
Present value of lease obligations & &{ER & 6,185,422 = 6,185,422 —

Less: Amount due for settlement & : FM21& A A 2| A

within 12 months (shown HENEE (R

under current liabilties) mEaEEs) (1,903,207) =
Amount due for settlement M2fE A& S HEE

after 12 months ok 4,282,215 =
The average lease term is 4 years. At 31 December 2007, FHEEHRANSE - RZETLF 1
the average effective borrowing rate was 6.62% (2006: Nil). —A=+—8 ' ¥35 ,\I?’T“\fﬁ KA E A
The lease is on a fixed repayment basis and no arrangements 6.62% (ZZZRF : &) - ZMETIE
have been entered into for contingent rental payments. At Bl EEREERETT  WEMSIATEERK
the end of lease term, the Group has the option to purchase IﬁnT_LEﬁKﬁF REEHRE - A&
the plant and machinery at nominal prices. ErRENZEERBEZRE &
mz .

Finance lease payable is denominated in HKD. BB M EFKIBTIABTITIINE ©
The Group’s finance lease payable is secured by the lessor’s AEB @ ERERE T ALHEART
title to the leased assets. THEE EEIERER -

REREMAMERAAE
“ERERLEEER
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27. Share Capital

Authorised: ASE

At 1 January 2006, RZZEER
31 December 2008, :232:\/—\¢+ A= + B
1 January 2007 and —TELE-A-BARK

27. R

Ordinary shares of HK$0.01 each
EREE0IEBTHETER
Number of shares Par value
RAEA &

HK$
BT

Note

Byt

31 December 2007 —ET+FE+-_A=+—H 500,000,000 5,000,000
Issued and fully paid: BEETREHR :
At 1 January 2006 RZEZXF—HF—H 168,000,000 1,680,000
Share issued on exercise 1115 R AR R s
of share options BITHAR D (i 1,585,000 15,850
At 31 December 2006 RZEZ FEF+_A=+—H
and 1 January 2007 k=—FZTt+F—H—H 169,585,000 1,695,850
Share issued on exercise 1T RS IR R
of share options BITH R (i) 1,355,000 13,550
At 31 December 2007 RZZEZ+F+-A=+—H 170,940,000 1,709,400
Note: B 5E
i) During the year ended 31 December 2006, 1,585,000 (i) BHE_ZTZNFT-A=+—HL
ordinary shares of HK$0.01 each were issued in relation to FE HEEIREREEEBREAR
share options exercised by staff and senior management NEIME X ARBRATEREZ
under the pre-IPO share option scheme of the Company at 10.5678 7T 09 B & 17 {58 fE IR T 2%
HK$0.56 for a total cash consideration of HK$887,600. The ﬁ1 585 000Ax & IR E1H0.01%8 ST #Y
excess of the subscription consideration received over the g fﬁ%ﬁ X (€ &887,600/%
nominal values issued, amounted to HK$871,750, was JC °© HSZ RERESHIFITAEE
credited to the share premium account. E’ﬁﬁ%ﬁ%ﬂﬁﬁ871 75078 LR AR (D
EIRE
(ii) During the year ended 31 December 2007, 1,355,000 (ii) HE-_TTLtF+-_A=+—Hlt

ordinary shares of HK$0.01 each were issued in relation to
share options exercised by staff and senior management
under the pre-IPO share option scheme of the Company at
HK$0.56 for a total cash consideration of HK$758,800. The
excess of the subscription consideration received over the
nominal values issued, amounted to HK$745,250, was
credited to the share premium account.
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FE HETIREREEEREAN
DRI E IR AR BRATERETE
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Share Capital (conto)

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, minority interests, retained earnings and other
reserves).

During 2007, the Group’s strategy, which was unchanged
from 2006, was to maintain the debt-to-adjusted capital ratio
at a level not exceeding 1, in order to secure access to finance
at a reasonable cost. The debt-to-adjusted capital ratios at
31 December 2007 and at 31 December 2006 were as
follows:

27.

RS =)

AEEEERANENEEREREH
MR WEBE(CEGERE
B RBRRERZABRE -

AEEMZERLIIETEASE - &
SERBEEERREGRNAWEENR
RIFEEENHABENER - RERH
ABENGER  AKEHEHABIRER
B BITHAY - EIREAXDD - RTIRMERS -
BRRAEHRHEEENRDET

AEBEAMEBHEHABREA L R GERE
§F¢*i§$ EZtt“?DA1f?rn)$%EB$txi@§J?
BEARE - EEFRABHARREA
eRAEFH TEIE BatE o LHE §$”7
?Eﬁfr*ﬁﬁéx* » BIRCAS ~ B gt (B
PHERED  REBN R EAREE

Aiﬁ% 5 . %%ﬁﬁﬁﬂijié
RELRAEBT - UERBSEKAE
BRE - R—EELE+—A=+—~

k== i/\i—f——ﬁ_—'— EZ{E%iT
KA ERLLERFTIWT -

Total debt (E TR 115,376,003 43,448,295
Less: cash and cash equivalents B RERREEEEE (18,473,982) (9,397,280)
Net debt B35 96,902,021 34,051,015
Adjusted capital — Total equity KHBRER — EmiBRE 116,330,982 89,524,264
Debt-to-adjusted capital ratio B EFHEE R X 0.83 0.38
The increase in the debt-to-adjusted capital ratio during 2007 REZBZLF - ERHLHERERE X
resulted primarily from the increase in bank borrowings. EINE L RBITHEFIGIMFTEL ©

The only externally imposed capital requirement is that for ZNER (B M EL AR B X BT _E TR RO ME—
the Group to maintain its listing on the Stock Exchange it has SNEBER B EARE KA - ZIKE @/J%Ffi
to have a public float of at least 25% of the shares. As at 31 VOSBRI ANRIFERE - RZZEZTLEF

December 2007, 26.3% (2006: 25.7%) of the shares were in
public hands.

—A=+—8" ZF%@’D\%%HXEZ%
26.3% (ZZZNF : 25.7%) ©

REREMAMERAAE
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28. Share — Based Payment

Equity-settled share option scheme

(i)

Pre-IPO share option scheme

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

The purpose of the Pre-IPO Share Option Scheme is
to recognise the contribution of certain persons to the
growth of the Group and/or to the listing of shares of
the Company on the GEM of the Stock Exchange.
The total number of the shares of the Company subject
to the Pre-IPO Share Option Scheme is 20,160,000
representing 12% of the issued share capital of the
Company upon completion of the placing of the shares
of the Company and capitalisation issue and no further
options will be granted under the Pre-IPO Share Option
Scheme. Upon acceptance of the option, each grantee
shall pay HK$1 to the Company by way of
consideration for the grant. All of these options granted
under the Pre-IPO Share Option Scheme will only be
exercised after the expiry of six months from 13
October 2005 (“Listing Date”) but in any event not later
than five years from the Listing Date.
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~ =, L
28. Share — Based Payment (cont'g) 28. AR X+ FRIE @)

Equity-settled share option scheme (cont’d) DRGBEENBRESTE (&)

(i) Pre-IPO share option scheme (cont’d) (i) BEX A BIFEIR AT IE IR ESTE ()
Details of the specific categories of options are as AR SE ZSFEIN T
follows:

Exercise
Date of grant Vesting date Exercise period price
it A BEAE TEMS THEE
HKS
BT
Executive directors 8 September 2005 13 April 2006 13 April 2006 to 0.80
12 October 2010
HITE=S “TTRFAANR ZETTRF —EERFMA+TZ=EE 0.80
mA+=H e
Senior management 8 September 2005 13 April 2006 13 April 2006 to 0.80
12 October 2010
BRERE “EERFEAANR  ZETRF “TERFOAT=RZE 0.80
mA+=H e
Other employees and 8 September 2005 13 April 2006 13 April 2006 to 0.56
senior management 12 October 2010
HinEERaREERE “ZTRFNANE ZEERF “TERFMAT=RE 0.56
mA+=H e
If the options remain unexercised after a period of 5 fine B B R A B mia i
years from the date of grant, the options expire. IR ARIETHE - BRESR
Options are forfeited on the date which is 3 months IF - EEBEITBKARNER
after the date on which the eligible employee ceases Z BT HERHEERBE=(EA
to be an employee of the Group. & - BBIREASIERE -
REREARERAA

“ERERLEEER
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~ =+ .
28. Share — Based Payment (cont'o) 28. AR X FRIE @)

Equity-settled share option scheme (cont'd) DRHOEENERESTE (&)

(i) Pre-IPO share option scheme (cont’d) (i) BEAX AR BRI B (E)
Details of the share options outstanding during the FAEARITERN B B0
year are as follows: S ¢

2007 2006
—EEtE “ETRF

Weighted Weighted

Number of average  Number of average

share exercise share exercise

options price options price

KB mEFEY BhkiE ANFE 15

A TEE 2B I E

HK$ HK$

BT BT

Outstanding at the FHA

beginning of the year 17 18,575,000 0.73 20,160,000 0.72
Granted during the year FREL - - = -
Exercised during the year FAEITE (1,355,000) 0.56 (1,585,000) 0.56
Outstanding at the end of the year ~ FEAREATE 17,220,000 0.75 18,575,000 0.73
Exercisable at the end of the year FRAFII# 17,220,000 0.75 18,575,000 0.73
The weighted average share price at the date of FARETENBRERITER
exercise for share options exercised during the year B DN 39 AR (E £ 0.9578 7T (=
was HK$0.95 (2006: HK$0.75). The options TTRNE 1 0.7557T) c RER
outstanding at the end of the year have a weighted ) ARTT 8 B0 R AR AR &) DA 39 3
average remaining contractual life of 2.79 years (2006: BAKNFER A2 79F (BTN
3.79 years) and the exercise prices range from & 3.79%F) RITEEN1R0.56
HK$0.56 to HK$0.80 (2006: HK$0.56 to HK$0.80). BILE0.80BTT (ZET/RF ¢

0.567 L 2£0.80/ 7T) 2 M °

JF Household Furnishings Limited
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28. Share — Based Payment (cont'g)

Equity-settled share option scheme (cont’d)

(if)

Post-IPO share option scheme

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

The purpose of the Post-IPO Share Option Scheme is
to enable the Company to recognise the contributions
of the participants to the Group and to motivate the
participants to continuously work to the benefit of the
Group by offering to the participants an opportunity
to have personal interest in the share capital of the
Company. Eligible participants of the Post-IPO Share
Option Scheme (“Participants”) include 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.

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

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

A F5 8 R B &E

ST ASt—ALFE

28. AR ZHRIE @

IR BB IR RT & (48)

(ii)

BEAXAFEEREBKES

REARFRZBRR_FZTRF
NANBBBNEERER B
R BT & ([ER
NFHARIE B S S
fE °

BRAFBREBRERT S E £
HERRBRGZEELAEE
WER - THEEE2EEGHS
AR B R R [E AR -
VABIEN 2 B3 1B R AN SR B B 7]
mim&s 7 o BRARBREZEK
EtEmeER2EE (24
EDBREARRRZEEL ARG
R eHAEEIELTREE
85 (BRARAESR) - &AAL
&/EXEEFDE] °

RITERBEAKE G X AFRHER
(e RESEd ol
(BREERAFEBARERER
g)) AR M B HAREITERNAA
RITERBBREM A RERITHAR
ARDEE - BRI SHBBELAR
BN B HITIRID HI30% © &KX
N R B R BN 1B TTEY
KEARE -

USRS NUN GRS 318
g ARFAMBEROBRET
DRE  BARREFTSEEE
EZTHEERBZEHB 2
R BEREARAT=E285
EF o (AR EIRORBRER G
FHWERLERRA) EBRAMA
BRI WHE  ()REEE
PSR i B AR (8 & 5 BB AL
P B ¥R P RAL(E 2 T (E
R i) AN R AR AR A B Hl 2
[ER =R
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28. Share — Based Payment cont')

Equity-settled share option scheme (cont’d)

(if)

Post-IPO share option scheme (cont’d)

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

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

During the year, no option (2006: Nil) was granted
under the Post-IPO Share Option Scheme.

29. Balance Sheet of the Company

AR 2B @)

R &SN BRERE (&)

(if)

BERAFIBREBRET & (F)

REBEERRAFARRILBRETS
Rz BREATRARRESES
EFUNEEARAZHERE
I AR IR B IR R AR BB AR
RERT &I 2 R TTIE - ZHIFER
BRI = HEm
BHEEARREFETZAS
S1E - R AT AT B A R
AR FERERERITE

EPNGEEDEES T S Nk
*ﬁﬁEZ‘//\?TﬁE%HXTEZE—%_LHﬂ
A - AR BB AR RETT (S A A 75 2 R
MERRBR  ERARAREEES
BRE R L ERETEERA
R AR B BRI o

FA - BEREERXARBRE
ﬁ%ﬂi%ﬁﬂ&ﬁ&ﬂﬁ%ﬂi%(:
TERE E) -

20. XARZEERER

Investments in subsidiaries AN ESNG] z&i \ 42,967,020 42,967,020
Due from subsidiaries NN E L] 54,479,143 45,637,112
Other current assets E AR E éfiz 294,151 9,097
Due to subsidiaries FEAS BT /B R B FK I8 (5,526,807) (3,814,989)
Other current liabilities EMRBas (1,291,498) (729,497)
Due to directors R EEFRIE (10,000) (10,000)
NET ASSETS BEE 90,912,009 84,058,743
Share capital &% AR 1,709,400 1,695,850
Reserves e 89,202,609 82,362,893
TOTAL EQUITY R 90,912,009 84,058,743

JF Household Furnishings Limited
Annual Report 2007
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30. Reserves 30. &
Company ¥
Employee
share-based
Share Contributed compensation BEENED Proposed
premium surplus reserve profits  final dividend
DY
XfHE8
R EE BARE Hef®E REEF BEAHRE
(Note (a)) (Note (b)) (Note (c))
(Bt (a) (Bt (o) (Fit3E(c)
HK$ HK$ HKS HKS$
BT b BT BT BT
At 1 January 2006 RZIBERE
—RA—-8 21,598,529 42,967,020 2,350,190 4,610,679 9,488,920 81,010,338
Share issued on exercise  R{T{FEEMR#E
of share options HEGLEES 27() 1,249,539 — (377,789) — — 871,750
Recognition of AR
share-based payment T EEME — — 411,283 — — 411,283
Dividend paid BERRE = = = = (9,488,920) (9,488,920)
Profit for the year ERRET — = = 9,558,442 = 9,558,442
2006 proposed final ZEERE
dividend BEAARE 13 = = = (8,309,665) 8,309,665 =
At 31 December 2006 RZEERE
+-A=1-H 22,843,068 42,967,020 2,383,684 5,859,456 8,309,665 82,362,893
At 1 January 2007 RZZERtE
—RA—-8 22,343,068 42,967,020 2,383,684 5,859,456 8,309,665 82,362,893
Share issued on exercise BT MR #E
of share options mETORG 27l 1,068,217 = (322,967) = = 745,250
Dividend paid BftRE = = = = (8,309,665)  (8,309,665)
Profit for the year FREH — — — 14,404,131 - 14,404,131
2007 proposed T
final dividend BERERS 13 = = = (8,547,000) 8,547,000 —
At 31 December 2007 RZEELE
+ZB=+t—H 23,911,285 42,967,020 2,060,717 11,716,587 8,547,000 89,202,609
REXERARBERAQA
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30. Reserves (conta)

Note:

(@)

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

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

The employee share-based compensation reserve of the
Company and the Group arises on the grant of share options
of employees under the Pre-IPO Share Option Scheme.
Further information about share-based payments to
employees set out in note 28 to the financial statements.
The fair value of the actual or estimated number of
unexercised share options granted to employees of the
Company recognised in accordance with the accounting
policy adopted for share-based payments in note 3(m) to
the financial statements.

JF Household Furnishings Limited

Annual Report 2007

30. f##E »

B RE -
(@)

RERSHESRRDE  ARFNK
MR ERRBARRHNARESRE
RAM K ARIRE - AR ERR
EH DRSS - AR E
ZRED IR IK B RIDAR BE
SNEREEBBEDEHREMN
B75 o

RRROABGHEEBEATE
£ RPTEEHE AR B RN O
BEFEBARETIRBRBRN
i 217 AN 2 R AR £ EE B -

ARB R AEEZ ARD S HES
B2 @B E R B R AFRABRATE
B EHERER TRERERE
4 o BRARG X T &8 Z5IA
B FFIE B B T AR B RE28 © R
1% B 755 i 2R B RE 3 (m) AT 1) 3 DA B £
A FRIBM R A S K - ER
ERREFERDARAESER
RITEMWBIRERE WA FE -



— - = ~

NOTES TO THE FINANCIAL STATEMENTS
BT ¥5 kR Pt a
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31. MEAF

MEBARNEERNFHBTOT :

31. Subsidiaries

Particulars of the subsidiaries as at the balance sheet date

are as follows:

Place of
incorporation/ Issued and
establishment Attributable paid up capital/
EL operation interest registered capital Principal activities
BEMRL/ ERTRME
B3R AR i B EfhER B2/ EREX TEXK
Directly held EERE
JF Household Furnishings British Virgin Islands 100% Ordinary shares Investment holding
(Asia) Ltd. \ US$300 \
ELFERm (@M FRAE RERAHE 100% EmRI00ETT REEZK
Indirectly held BEEE
JF Household Furnishings British Virgin Islands 100% Ordinary shares Investment holding
(BVI) Ltd. (*JF BVI"). US$100
FUZFEAG (RARNE) + B \
BRAA([REHRR]) RBRLES 100% L@ER100%T REER
Keylink Technology Limited British Virgin Islands 100% Ordinary shares Investment holding
(“Keylink”) US$100
KENMBEERAA ([BE]) RBRAHE 100% E@RI100%ETT REER
JF Household Furnishings British Virgin Islands 100% Ordinary shares Investment holding
(Macau) Holdings Ltd. US$100
(“JF Macau Holdings”)
EEREARORM) BERERD A B :
(MRERMIER]) KBRS 100% LERR100ET REER
JF Ningbo** PRC 100% Registered capital Manufacturing and sale of
US$7,000,000 furnishings and home
products and
accessories
EREL 4 i 100%  HMAA70000005% — BEREEREA -
K& A m kA
JF Metal** PRC 100% Registered capital Manufacturing and
US$140,000 processing of stainless
steel rods and other
accessories
LB # M 100% 7+ & 7140,000% T HERMITEMER
Hf Fip
JF Furniture* PRC 100% Registered capital Manufacturing and sale of
US$3,500,000 wooden furnishings and
(2006: US$2,000,000) home products
EERE 4 i 100% HMEAR 3,600000%T  HENHEARKER
(Z2TRF: XIE R m
2,000,000%7T)
JF Household Furnishings Macau 100% Ordinary shares General trading
Macao Commercial MOP100,000
Offshore Limited”
EERE AR
BEFAERBERAA i 100% L4 100,0002 T —REH
# Statutory financial statements not audited by RSM Nelson # JETE M IS MR AR LR REG AT
Wheeler Bz

*

Wholly foreign owned enterprise established in the PRC

- FERBIRZMNEEE

REREMAMERAAE
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32. Note to the Consolidated Cash Flow
Statement

Major non-cash transaction

Additions to property, plant and equipment during the year
of HK$7,921,438 (2006: HK$NIl) were financed by finance
lease.

33. Contingent Liabilities

At 31 December 2007, the Group did not have any significant
contingent liabilities.

34. Commitments

(@) Operating lease commitments

At the balance sheet date, the Group had total future
minimum lease payments under non-cancellable
operating leases for leasehold land and buildings falling
due as follows:

32.

33.

34.

RERERERME

FTEFRETRS
FA- REVE BEAREBZER

7,921,4388TC (2T NF « ) A
BEHREFIBEAT -

HREE

R-FTLE+-A=+—R  A%HE
LREFERRARM -

i

(a) KEHERE

REER  AEERBEE LR
BEY 2 NAIHEKERE R
REEHESABAOT ¢

Within one year —F N 133,358 42,887
In the second to fifth years, B —FEEamas
inclusive (BIEEREME) 72,063 10,396
205,421 53,283
(b) Capital commitments (b) EAREE

Construction of the factory FE TR R
premises and acquisition of HE BB M i ik
plant and machinery
— Contracted but not — BEIAE

provided for R

334,041

15,736,872
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35. Related Party Transactions 35.

In addition to those transactions and balances disclosed
elsewhere in the financial statements, during the year, in the
normal course of business, the Group had the following
transactions with its related parties, of which certain directors
of the Company are also directors of these companies or
held beneficial interests therein, as follows:

BEALRS

BRI RREMEBORENR S K&
#IN - RER - ARBEELREBBE
MEHBMALTETATRS - AAH

ETESETRZER

AX =T N

AMESHFHAH

BEofEs  ARERHFEINWT :

Purchases from
— Yuyao Kongshun

— Yuyao Jiefeng

Sales to
— Zhejiang Shuaikang

— ERBEERENERAA
(Ningbo Xinlong Air-Conditioner
Equipment Co. Ltd.)

— BIMNFEBNRERAALZ IS
AR A F (Panyu Multistack
Thermal Limited)

— Yuyao Jiefeng

Leasing charges paid to
— Yuyao Jiefeng

Processing charges paid to
— Yuyao Jiefeng

License fee paid to
— A.C.R. Equipment Supplies Limited
(“*A.C.R. Equipment”)

Administrative charges received from
— Yuyao Jiefeng

— SRk E R RKE R A A
(Yuyao Jiefeng Fan and
Air-conditioning Co. Ltd.)

— A.C.R. Equipment

Rental expenses paid to
— Senior management

FIATABIBE
— BB =

— HkEE

AA TN RBIHE
— WLRIER

— BRAR
22 B i
ERATF

— PN @ AR ALIR
BB
VNG

— thikp

AR TRBIXNHEHEER
— BokEe

FATRARZAAINTE
— HkEE

[AUA T AR R E

—REELRBMBERAA

([Rg2/REEM])

BUATRARKREEREWA

— BitE
— e
22 38 it
BRAR
— EEAREH

FATRARZ RS
— BREEE

13,610

590,878

59,937

31,978

71,221

85,800

72,000

34,649

263,533

12,178,261

24,752

90,607

54,000

2,517

12,689

4,369

42,000

REREMAMERAAE
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35.

36.

37.

Related Party Transactions (cont'd)

The executive directors, Mr. Yan Siu Wai and Mr. Leung Kwok
Yin, have beneficial interests in the above companies except
for Zhejiang Shuaikang. The executive director, Mr. Bao
Jisheng, has the beneficial interests in Zhejiang Shuaikang.

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

During the year, the key management personnel

compensation paid by the Group were disclosed in note 9 to
the financial statements.

Events after the Balance Sheet Date

On 25 March 2008, the Company proposed to declare a final
dividend of HK5.0 cents per ordinary share to its shareholders,
as further detailed in note 13 to the financial statements.

Approval of the Financial Statements

The financial statements were approved and authorised for
issue by the board of directors on 25 March 2008.

JF Household Furnishings Limited
Annual Report 2007

35.

36.

37.
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