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Notes to the Financial Statements

Group reorganisation and basis of presentation

The Company was incorporated in the Cayman Islands under the
Companies Law (Revised) as an exempted company with limited
liability on 25 March 2003.

On 17 June 2003, pursuant to a reorganisation agreement (the
“Reorganisation”) in preparation for the listing of the Company’s
shares on the Main Board of the Stock Exchange of Hong Kong
Limited (the “Stock Exchange”), the Company became the ultimate
holding company of the companies comprising the Group. Details
of the Reorganisation are set out in the prospectus of the Company
dated 30 June 2003. The shares of the Company have been listed
on the Main Board of the Stock Exchange since 16 July 2003.

Merger accounting is adopted in the presentation of the Group’s
consolidated accounts pursuant to Statements of Standard
Accounting Practice (“SSAP”) 2.127 “Accounting for group
reconstructions” issued by the Hong Kong Society of Accountants
(“HKSA"). The consolidated accounts of the Group for the year
ended 31 December 2003 including the comparative figures, are
prepared as if the Company had been the holding company of
the Group from the beginning of the earliest period presented.

Principal accounting policies

The principal accounting policies adopted in the preparation of
these accounts are set out below:

(a) Basis of preparation
The accounts have been prepared in accordance with
accounting principles generally accepted in Hong Kong and

comply with accounting standards issued by the HKSA. They
have been prepared under the historical cost convention.
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2.

Principal accounting policies (continued)

(a)

(b)

Basis of preparation (continued)

In the current year, the Group adopted the following revised
SSAPs issued by the HKSA which are effective for accounting
periods commencing on or after 1 January 2003:

SSAP 12 (revised) Income Taxes

SSAP 34 (revised) Employee’s Benefits

The adoption of the above revised SSAPs does not have any
material effect on the consolidated accounts of the Group
for the year ended 31 December 2002.

The changes to the Group’s accounting policies and the
effect of adopting these revised policies are set out below.

Consolidation

The consolidated accounts include the accounts of the
Company and its subsidiaries made up to 31 December.

Subsidiaries are those entities in which the Company, directly
or indirectly, controls more than one half of the voting power;
has the power to govern the financial and operating policies;
to appoint or remove the majority of the members of the
board of directors; or to cast majority of votes at the meeting
of the board of directors.

All significant intercompany transactions and balances within
the Group are eliminated on consolidation.

Minority interests represent the interests of outside
shareholders in the operating results and net assets of
subsidiaries.

In the Company’s balance sheet, the investments in
subsidiaries are stated at cost less provision for impairment
losses, if any. The results of subsidiaries are accounted for
by the Company on the basis of dividends received and
receivable.
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2. Principal accounting policies (continued)

(c)

(d)

Translation of foreign currencies

Transactions in foreign currencies are translated at exchange
rates ruling at the transaction dates. Monetary assets and
liabilities denominated in foreign currencies at the balance
sheet date are translated at rates of exchange ruling at the
balance sheet date. Exchange differences arising in these
cases are dealt with in the consolidated profit and loss
account.

The balance sheet of subsidiaries expressed in foreign
currencies are translated at the rates of exchange ruling at
the balance sheet date whilst the profit and loss account is
translated at an average rate. Exchange differences, if any,
are dealt with as a movement in reserves.

Fixed assets

(i)  Fixed assets

Fixed assets are stated at cost less accumulated
depreciation and accumulated impairment losses.

Leasehold land is depreciated over the period of leases
while other fixed assets are depreciated at rates
sufficient to write off their cost less accumulated
impairment losses over their estimated useful lives on
a straight-line basis. The principal annual rates are as
follows:

2%
2%
20%-33%

Leasehold land
Buildings
Leasehold improvements

Furniture, fixtures and equipment 20%

Motor vehicles 30%

Major costs incurred in restoring the fixed assets to
their normal working condition to allow continued use
of the overall asset are charged to the profit and loss
account.
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2.

Principal accounting policies (continued)

(d)
(i)

(ii)

(e)
(i)

Fixed assets (continued)

Fixed assets (continued)

Improvements are capitalised and depreciated over their
expected useful lives to the Group.

The gain or loss on disposal of a fixed asset is the
difference between the net sales proceeds and the
carrying amount of the relevant asset, and is recognised
in the profit and loss account.

Impairment of fixed assets

At each balance sheet date, both internal and external
sources of information are considered to assess whether
there is any indication that the fixed assets are impaired.
If any such indication exists, the recoverable amount of
the asset is estimated and where relevant, an
impairment loss is recognised to reduce the asset to its
recoverable amount. Such impairment losses are
recognised in the profit and loss account.

Assets under leases

Finance leases

Leases that substantially transfer to the Group all the
risks and rewards of ownership of assets are accounted
for as finance leases. Finance leases are capitalised at
the inception of the leases at the lower of the fair value
of the leased assets or the present value of the minimum
lease payments. Each lease payment is allocated
between the capital and finance charges so as to
achieve a constant rate on the capital balance
outstanding. The corresponding rental obligations, net
of finance charges, are included in long-term liabilities.
The finance charges are charged to the profit and loss
account over the lease periods.
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2.

Principal accounting policies (continued)

(e)

(f)

(9)

(h)

Assets under leases (continued)

(i)  Finance leases (continued)

Assets held under finance leases are depreciated over
the shorter of their estimated useful lives or the lease
periods.

(ii) Operating leases

Leases where substantially all the risks and rewards of
ownership of assets remain with the leasing company
are accounted for as operating leases. Payments made
under operating leases net of any incentives received
from the leasing company are charged to the profit and
loss account on a straight-line basis over the lease
periods.

Inventories

Inventories comprise merchandise purchased for resale and
are stated at the lower of cost and net realisable value. Cost
represents the invoiced cost of inventories. In general, costs
are assigned to individual items on the first-in, first-out basis.
Net realisable value is the price at which inventories can be
sold in the normal course of business after allowing for the
cost of realisation.

Trade receivables

Provision is made against trade receivables to the extent
they are considered to be doubtful. Trade receivables in the
balance sheet are stated net of such provision.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet
at cost. For the purposes of the cash flow statement, cash
and cash equivalents comprise bank balances, time deposits,
cash and bank overdrafts.
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2.

Principal accounting policies (continued)

(i)

)

Deferred revenue

Beauty treatment packages are recorded as liabilities when
sold. Packages surrendered in exchange for services during
the year are recognised as service income and transferred
to the profit and loss account. The remaining value of
packages is classified as deferred revenue under current
liabilities at the end of the year.

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.

(ii) Pension obligations

The Group operates defined contribution plans, the
assets of which are generally held in separate trustee-
administered funds. The pension plans are generally
funded by payments from employees and by the
relevant Group companies.

The Group’s contributions to the defined contribution
retirement scheme are expensed as incurred.
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2.

Principal accounting policies (continued)

)]

Employee benefits (continued)

(iii) Long services payment liabilities

The Group’s net obligation in respect of long service
amounts payable as cessation of employment in certain
circumstances under the Hong Kong Employment
Ordinance is the amount of future benefit that employees
have earned in return for their service in the current
and prior periods.

The long services payment liabilities are assessed using
the projected unit credit method. The cost of providing
the long services payment liabilities is charged to the
profit and loss account so as to spread the costs over
the service lives of employees in accordance with the
advice of the actuaries who carried out a full valuation
at 31 December 2003.

The long services payment liabilities are discounted to
determine the present value and reduced by
entitlements accrued under the Group’s defined
contribution retirement scheme that is attributable to
contributions made by the Group. Actuarial gains and
losses are recognised over the average remaining
service lives of employees. Past service costs are
recognised as an expense on a straight-line basis over
the average period until the benefits become vested.
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2.

Principal accounting policies (continued)

(k)

U

Deferred taxation

Deferred taxation is provided in full, using the liability method,
on temporary differences arising between the tax bases of
assets and liabilities and their carrying amounts in the
accounts. The principal temporary differences arise from
depreciation on fixed assets and tax losses carried forward.
Taxation rates enacted or substantively enacted by the
balance sheet date are used to determine deferred taxation.

Deferred tax assets are recognised to the extent that it is
probable that future taxable profit will be available against
which the temporary differences can be utilised.

In prior year, deferred taxation was accounted for at the
current taxation rate in respect of timing differences between
profit or loss as computed for taxation purposes and profit
or loss as stated in the accounts to the extent that a liability
or an asset was expected to be payable or recoverable in
the foreseeable future.

Contingent liabilities

A contingent liability is a possible obligation that arises from
past events and whose existence will only be confirmed by
the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the Group. It
can also be a present obligation arising from past events
that is not recognised because it is not probable that outflow
of economic resources will be required or the amount of
obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in
the notes to the accounts. When a change in the probability
of an outflow occurs so that outflow is probable, it will then
be recognised as a provision.
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2.

Principal accounting policies (continued)

(m) Provisions

(n)

(o)

Provisions are recognised when the Group has a present
legal or constructive obligation as a result of past events, it
is probable that an outflow of resources will be required to
settle the obligation, and a reliable estimate of the amount
can be made. Where the Group expects a provision to be
reimbursed, the reimbursement is recognised as a separate
asset but only when the reimbursement is virtually certain.

Revenue recognition

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

Revenue from the provision of beauty and health treatment
services is recognised on a systematic basis in accordance
with service usage over a period of not more than five years.

Interest income is recognised on a time proportion basis,
taking into account the principal amounts outstanding and
the interest rates applicable.

Segmental reporting
In accordance with the Group’s internal financial reporting,

the Group has determined that business segments be
presented as the primary reporting format.

No geographical segment analysis has been presented as
the Group sells substantially all merchandise and provides
all services to customers in Hong Kong.
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FEEFEE (&) 2.  Principal accounting policies (continued)
(o) DEHRE (&) (o) Segmental reporting (continued)
Ko BK A A AE Unallocated costs represent corporate expenses. Segment
Yo BEEETERE assets consist primarily of fixed assets, inventories,
BTEE 78 Bl receivables and operating cash, and mainly exclude deferred
ERREERe  WE tax assets. Segment liabilities comprise operating liabilities
ETBEEEEMRIEE and exclude items such as taxation and certain corporate
E-nHEaERELEE borrowings. Capital expenditure represents additions to fixed
& mMABEEHERSE assets.
FARIEESEE - B
¢Eﬂ§?§ﬁﬁ§27\d“
% °
EEHERKRHE 3. Turnover and revenues
REEFERERBERTESE The Group is principally engaged in the wholesaling and retailing
AREEMBELEHEEDR of beauty and health-care products and the operations of beauty
REFRL - FRER 2 WEWM and health salons. Revenues recognised during the year are as
™ follows:
rEHE
Group
—EB2=F —TT_F
2003 2002
FET FET
HK$’000 HK$’000
= -0 Turnover
SHEE m Sale of merchandise 690,995 558,695
ERAEERBE 2 RBEKA Service income of beauty
treatment services 57,745 20,499
748,740 579,194
H fth I 7 Other revenues
RITH B HA Bank interest income 110 110
H A Other income 835 1,046
945 1,156
U Total revenues 749,685 580,350
ZZEFR
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PEER 4. Segment information

REBREBZZIEERD B The Group’s principal operation is organised into three business
—AEBHE BEOEEE segments including (i) retailing of beauty and health-care products,

AREESR - (NVEEHEx (ii) operation of beauty and health salons and (iii) wholesaling of

BRFREF DR
REZEm °

(it BEER

beauty and health-care products.

Year ended 31 December 2003

ZEXR Regw BBEEXR
REER 5K REEMR
Retailing R4 Wholesaling
of beauty  Operation of beauty
and  of beauty and
health-care and health health-care ESE:| et
products salons products Elimination Total
FET ~ TAER FEL ~ THER FEX
HK$°000 HK$°000 HK$°000 HK$’000 HK$’000
SRR Segment revenues
] Turnover
EIEIN External revenue 659,405 57,745 31,590 — 748,740
AR = Inter segment
revenue 4,991 - 84,417 (89,408) -
664,396 57,745 116,007 (89,408) 748,740
REES Segment results 37,107 2,768 7,422 47,297
H At e 25 Other revenues 945
18 & A Operating profit 48,242
A& R Finance costs (1,459)
B %4 B i A Profit before taxation 46,783
HiIE Taxation (5,642)
Bk %1 1% ' F Profit after taxation 41,141
YR EER Minority interest 317
41,458
R éF Segment assets 211,259 38,932 80,242 (81,161) 249,272
iﬁ NAEE Unallocated corporate
assets 7,468
256,740
DEBE Segment liabilities 167,685 44,585 20,297 (81,161) 151,406
FoBEARAEE Unallocated corporate
liabilities 2,877
154,283
BARRX Capital expenditure 13,071 11,889 822 - 25782
TEEHR Depreciation charge 4,600 3,355 141 - 8,096
DB R Minority interest 2,383 - - - 2,383
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4. Segment information (continued)

fE-TE-

==

F+ZRA=T—-HLFE

Year ended 31 December 2002

TEXD KeEHE BEER
REEm X8R R E m
Retailing  REEF L Wholesaling
of beauty  Operation of beauty
and of beauty and
health-care and health  health-care 4 44 mEr
products salons products Elimination Total
FET FET TFET FET FET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
va g Segment revenues
- Turnover
HOMNK External revenue 528,401 20,499 30,294 — 579,194
van i€ Inter segment
revenue 4,321 — 44,744 (49,065) —
532,722 20,499 75,038 (49,065) 579,194
DHEEER Segment results 42,865 (6,450) 3,169 39,584
H i I 55 Other revenue 1,156
4 F Operating profit 40,740
MERAE Finance costs (1,657)
B 75 Al & A Profit before taxation 39,083
18 Taxation (7,271)
Bx B 1% 5 R Profit after taxation 31,812
DEEE Segment assets 111,900 17,039 11,148 (7,580) 132,507
APERFEE Unallocated
corporate assets 4,526
137,033
NEEE Segment liabilities 83,731 25,452 7,344 (7,580) 108,947
AoBEAREE Unallocated corporate
liabilities 5,359
114,306
BARRX Capital expenditure 5,622 8,460 163 — 14,245
FTEER Depreciation charge 4,089 1,894 136 — 6,119
ZE=FFH
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4. EER (&) 4. Segment information (continued)
BRAREE XN EEH LR No segment information by location of assets and capital
B RMUTEZINREERE expenditure is presented as substantially all the Group’s assets
XA EMDBEZDEE are located in Hong Kong. No analysis of turnover and segments
B ARAEBETZREH results by location of customers is presented as the Group sells
MR FIHERE S m R IR substantially all merchandise and provides all services to
BT WA EET|HE DR customers in Hong Kong.
pal I
5. REHEF 5. Operating profit
KERMEMBRTIEIE Operating profit is stated after charging the following:
—E2=F —TT_F
2003 2002
FET FEL
HK$’000 HK$000
Mk Charging
ZE A B & Auditors’ remuneration 724 431
FEKR Cost of inventories 469,031 365,257
we Depreciation
— BERBTEEE — owned fixed assets 7,680 5,380
— HERTEEE — leased fixed assets 416 739
THREF 2 EERE Operating lease rentals in respect of
land and buildings 72,527 60,466
HEBTEEERIE Loss on disposal of fixed assets 471 480
HHTERE Provision for slow moving inventories 358 391
bE N B FE Net exchange losses 630 142
BINA  BEES Staff costs, including directors’
B (Hfat11) emoluments (note 11) 97,950 76,075

6. BEMRK

6. Finance costs

—EE=F —TT-F
2003 2002
FHET FETT
HK$’000 HK$'000
WITERRBZFE Interest on bank loans and overdrafts 382 769
BMEREZF B EH Interest element of finance leases 110 142

ERUE R MR BRT Interest on trust receipt and other
B E short-term bank loans 967 746
1,459 1,657
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Bz RIB TR F NG ERT
S P A AN B2 A i bb & 7 B R

Taxation

Hong Kong profits tax has been provided at the rate of 17.5%
(2002: 16%) on the estimated assessable profit for the year. In
2003, the government enacted a change in the profits tax rate
from 16% to 17.5% for the fiscal year 2003/2004. Taxation on
overseas profits has been calculated on the estimated assessable
profit for the year at the rates of taxation prevailing in the countries
in which the Group operates.

The amount of taxation charged to the consolidated profit and
loss account represents:

—EE=HF 2T -F
2003 2002
FET FE&T
HK$°000 HK$'000

B HRIE Current taxation:
— BBFEH — Hong Kong profits tax 7,120 7,549
— BHNTRIE — Overseas taxation 171 —
— BAFEHRERE — Qver provision in prior years - (92)
7,291 7,457

FHREREZELRIBEZ
A IR IR

Deferred taxation relating to
the origination and reversal of

temporary differences (1,671) (186)
MERSEECELERIE Deferred taxation resulting from

an increase in tax rate 22 —
HELZH Taxation charge 5,642 7,271
ZE=FFH
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Taxation (continued)

The taxation on the Group’s profit before taxation differs from the
theoretical amount that would arise using the taxation rate of the

home city of the Company as follows:

—R¥=F ~TTF

2003 2002
FET FET
HK$°000 HK$'000
B B B g Profit before taxation 46,783 39,083
B EA7.5% Calculated at a taxation rate of
(ZZEZE=F : 16%) 5t & 17.5% (2002: 16%) 8,187 6,253
2 TR
HtmTRHER w28 Effect of different taxation rates in
other city (28) —
BERT 2 WA Income not subject to taxation (780) (1)
AR 2 B Expenses not deductible for
taxation purposes 167 47
BRAFAARE®ER Utilisation of previously
HIEEE unrecognised tax losses (465) —
REBRZMIEEIE Unrecognised tax loss — 1,249
WRAEEREHIEEE Tax loss recognised as deferred
ZHIEBE tax assets (1,856) —
MERESEHN Increase in opening net deferred tax
HYELERIEBEER liabilities resulting
FRE 2 G N from an increase in tax rate 22 —
H Aty Others 395 (277)
I Taxation charge 5,642 7,271
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% 3R P& 4k 3% F 8. Profit attributable to shareholders

% 3 FE {342 1) 20,452,000 7T The profit attributable to shareholders is dealt with in the accounts
RAARERENER o of the Company to the extent of profit of HK$20,452,000.

BE 9. Dividends

TERT T
HK$000  HK$'000

RHIR RN ERE@EAX2.6810  Interim, paid of 2.6 HK cents per

A

ordinary share 5,689 43,636
R ER R B A% B Ak 6.3 Final, proposed, of 6.3 HK cents
—ZEREREZF - F) (2002: Nil) per ordinary share 13,784 —
19,473 43,636
RZZBEZMFNA-F+=H& At a meeting held on 23 April 2004, the directors proposed a final
TresmL EFHRRER dividend of 6.3 HK cents per ordinary share. This proposed
EH&%@J&G.S/’%M ¥ dividend is not reflected as a dividend payable in these accounts,
i B R AR B 75‘”’Efﬁﬂ§ but will be reflected as an appropriation of retained earnings for
B EHREBE_STNE+ the year ending 31 December 2004.
ZA=+—BLFEIIERS
BHDIK °
ZE=FFH
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10. BREF 10. Earnings per share
(a) BRETBRERZFT (a) The calculation of basic earnings per ordinary share is based
REAREE 2 REES on the Group’s profit attributable to shareholders of
Y F1141,458,0005% 7T (= HK$41,458,000 (2002: HK$31,812,000).
TE 4 131,812,000
BIT)ETE o
(b) BERELRBMNIDIBESF (b) The basic earnings per share is based on the weighted
AR IE B 17 8 A% 0 average number of 189,727,000 (2002: 164,100,000) ordinary
15 2189,727, 000/ shares deemed to be in issue during the year. In determining
(Z 2 % = : the weighted average number of ordinary shares deemed to
164,100,0000%) 5T & - be in issue, a total of 164,100,000 ordinary shares were
Rt EHRIEE B#1TE deemed to be in issue since 1 January 2002 after taking into
AR Z INHE T Bk consideration of the effect of the capitalisation issue as
& EEHEFE21(c) R (d)FT detailed in notes 21(c) and (d).
FMER BT E
& + & *164,100,0000%
TRRERIEE_TE
—TF—-—A—HRBEH®
1T e
(c) BE-_ZTZE=F+=A (¢) The diluted earnings per share for the year ended 31
=t+—BIEEZ2ER December 2003 is based on 190,428,000 ordinary shares
e R MR E which is the weighted average number of 189,727,000
190,428,0000% & 3@ I 51 ordinary shares deemed to be in issue during the year plus
B FAREKRIEDE the weighted average number of 701,000 ordinary shares
17189,727,0000% & 3@ f% deemed to be in issue at no consideration if all outstanding
ZMEFHTE - mER options had been exercised.
BB ARITE 2 B
BEETEmMERERE
BT 2MEFHH
701,000/ FBARET & -
AR FAYNEETERE No diluted earnings per share for the year ended 31
LTk I EZ5E December 2002 is presented because there were no dilutive
ETT-_F+=ZR= potential ordinary shares outstanding during that year.
T-HBLEFEZSRE
SEAEF o
11. EERAX(BREEH2) 11. Staff costs (including directors’ emoluments)
—BE=F —_TET_F
2003 2002
FET FA&T
HK$°000 HK$'000
TERH & Wages and salaries 92,345 72,159
ROKEFIET 8 3R Retirement benefits scheme contributions 4,359 3,546
ABAFR Unutilised annual leave 254 370
RERIS © B Provision for long services payment 992 —
Wt (BIEEEHE) Total including directors’ emoluments 97,950 76,075
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12. EERBEFATIZHE 12. Emoluments for directors and highest paid individuals
@ EE=EMs (a) Directors’ emoluments
FREHN EBEFAA The aggregate amounts of emoluments paid/payable to the
REE 2 HMeBeE D directors of the Company during the year are as follows:
T -

—EE=HF 2T F
2003 2002
FETT FET
HK$°000 HK$'000

ok Fees 1,849 —
Fe  EZBREMA T Salaries, allowances and benefits in kind 2,291 3,985
R KAR FET I 50 Retirement benefits scheme contributions 372 379
4,512 4,364
EXFEREz2ESHE Directors’ fee disclosed above included HK$116,666 (2002:
B1E116,6668 L (—ZF HK$NIl) paid to independent non-executive directors.
T TETEINT
BIUYFATEEF 2
(i> o
KRG BR NI E The emoluments of the directors of the Company fell within
ErEE A8 the following bands:
—RF=F —TT-F
2003 2002
£ % 1,000,000/ 7T Nil to HK$1,000,000 2 2
1,000,001 T2
1,500,000/ 7T HK$1,000,001 to HK$1,500,000 2 2
4 4
R-_EE=F+—A= On 29 November 2003, options to subscribe for 3,000,000
+hB - JEER’R1.65 ordinary shares of the Company at an exercise price of
BT Z2TEERE HK$1.65 per share were granted to certain directors of the
3,000,000/ A~ 7] & i Company under a share option scheme (note 21(f)) and these
f% 2 BB IRIE R options are exercisable between 1 January 2005 to 31
#ErE (sE21(f) BT December 2014. As at 31 December 2003, none of these
AARETES M options were cancelled.
LTHERETR_ZZTH
F—A—BHRBRE=-Z—
mE+=—_A=+—H1t
HEATE -RZEE=
F+-—A=+—8"#%
BAEZEBRE -
FA - ARAEEHE None of the directors of the Company waived any emoluments
O WER AN & B AT 2 A paid by the Group during the year.
ZAEMEE o
—EE=ZFF®
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ESRESFATZHE

(%)

(b)

TEBREHAL

HEz—_ZEZZ=4+_H
=+—HLFE EF
BEEHFATHRBEENE
(ZFF=F A E
£ HEZHEFBEH
B EXHFE12(a) c &R
EHn—%2 (2T =F
—Z) AT ZzBe@EEm
-

12. Emoluments for directors and highest paid individuals (continued)

(b)

Five highest paid individuals

The five highest paid individuals included four (2002: four)
directors for the year ended 31 December 2003, details of
whose emoluments are included in note 12(a) above. The
aggregate amount of emoluments of the remaining one
individual (2002: one) during the year is as follows:

[
it
A

|
B

—gB=F —TT-
2003 2002
TET TET
HK$000  HK$'000

e EMEEBEYAZ Salaries, allowances and
benefits in kind 450 452
RIREFIGT 8 43R Retirement benefits scheme
contributions 12 12
462 464

FZALTZHEER THIEE

The emoluments of this individual fell within the following bands:

—EBE=HF —TLT-F
2003 2002
= % 1,000,000 7T Nil to HK$ 1,000,000 1 1

(c)

FRAKEYERE
MERNEFTHARER
FALTXNEMBE -
FRBEBEREMBXRE
0 B8 7K 55 B B 2 3 B sk
BEBLFHE

(c)

During the year, no emoluments were paid by the Group to
any of the above directors or the five highest paid individuals
as an inducement to join or upon joining the Group or as
compensation for loss of office.
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13.

A

BEEEE — F~&KHE 13. Fixed assets — Group
B #E
HEL# HENE &S
kT £ Furniture,
Leasehold  Leasehold fixtures RE
land and improve- and Motor @t
buildings ments equipment vehicles Total
FET FET FHET FET FET
HK$'000 HK$'000 HK$'000 HK$'000  HK$'000
AR Cost
e At 1 January 2003 2,301 19,675 13,302 2,279 37,557
NE Additions — 17,024 8,758 — 25,782
HE Disposals — (1,191 (207) (243)  (1,641)
“TE=F+-A=+—H At 31 December 2003 2,301 35,508 21,853 2,036 61,698
ZitHE Accumulated depreciation
“EZ=F—-HF—H At 1 January 2003 120 7,029 5,333 1,805 14,287
FRHE Charge for the year 40 4,497 3,275 284 8,096
& Disposals — (706 (140) (243)  (1,089)
—ETE=F+-A=+—H At 31 December 2003 160 10,820 8,468 1,846 21,294
EEE Net book value
“TE=F+-A=+—H At 31 December 2003 2,141 24,688 13,385 190 40,404
—ZT-F+-A=+—H At 31 December 2002 2,181 12,646 7,969 474 23,270
HEEEZHREMFE Net book value of
leased assets:
—ZT=F+-A=+—H8 At 31 December 2003 — — 189 — 189
“ZEE-F+-F=+—H At31December 2002 — — 396 473 869

AEBEZHE L NETES
Y& ABBS0FHE MR
B o

HETHRIEFEEBIEAR
EEERIEITEE ZEBMHIKIE
(Pt 5E29)

L]
[11
Hr
Hr
E

The Group’s interests in leasehold land and buildings are held in
Hong Kong on leases over 50 years.

Leasehold land and buildings were pledged as part of collateral
for banking facilities granted to the Group (note 29).
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REBARRE 14. Investment in subsidiaries
b NN
Company
—EER=F
2003
FHET
HK$’000
WERKAK : Investment at cost:
* Emk G Unlisted shares 34,041
FEU BT B A B3k IE (iFa) Amounts due from subsidiaries (note a) 28,668
62,709
it(a) - EUHT B AR sRIB T B Note (a): The amounts due from subsidiaries are unsecured, interest-
e 2EREERTEER free and have no fixed terms of repayment.
Hj o
R-ZFE=F+-A=1— The following is a list of the subsidiaries of the Company as at 31
B AARZMEB ARSI December 2003:
T
FEEBR
ERTHER EiiRE ZXEHE
[EEE311: &N B2 H  Principal
o 1 BX 3 it B Fully paid issued Attributable activities and
AFERE Place of and registered equity place of
Company name incorporation share capital interests operation
BEEEERER
Interests held directly:
FHEBEBRAA KBRS 3,000k F R E (B 100% MEBRERE
Bonjour Group Limited British Virgin Islands 1EXT 2 EAER =R
3,000 ordinary Investment
shares of holding in
US$1 each Hong Kong
BiEsERERE
Interests held indirectly:
ERERERAA 5 IR REEIETT 100% REBKLSH B
Bonjour Beauty Limited ~ Hong Kong ZEBR EBRRE
2 ordinary shares FL
of HK$1 each Operation of
beauty and
health salons
in Hong Kong
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14. RMBRAARE (&) 14. Investment in subsidiaries (continued)
FEEBR
ERTHAER BERE ZXHE
[EEE3 11 & B2tk  Principal
o 1 BX 3L it B Fully paid issued Attributable activities and
NEIECE Place of and registered equity place of
Company name incorporation share capital interests operation
BEEEERE (&)
Interests held indirectly: (continued)
ERETBRBRBER A A REBRERHS 1,000/ & I H & 100% REBRERE
Bonjour Beauty British Virgin Islands 1XET 2 EER il
International 1,000 ordinary Investment
Limited shares of holding in
US$ 1 each Hong Kong
SR BN AR AR RBEZES 1,000/ T R E B 100% REBREBERE
Bonjour Cosmetic British Virgin Islands 1XET 2T @R il
(Overseas) Limited 1,000 ordinary Investment
shares of US$1 holding in
each Hong Kong
SR LB O BB 300,0000% & M H & 100% REBEHLER
BRAAE Hong Kong 1B EIRE R TEXTRE
Bonjour Cosmetic i JE A% & 1,0008% Em
Wholesale Center EREEBE1VETZ Wholesaling
Limited TR and retailing
300,000 non-voting of beauty and
deferred shares health-care
of HK$1 each and products in
1,000 ordinary Hong Kong
share of HK$1
each
Bonjour® P gt = B 3 AR 7 )R P EaftER 100% HBRPIBEEER
BRAF Macau 500,000 P9 7T REEEm
Bonjour Macao Registered capital Trading of
Commercial Offshore of MOP$500,000 beauty and
Company Limited health-care
products
in Macau

L]
L]
[11
Hr
Hr
E
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RMBLARRE (&)

14. Investment in subsidiaries (continued)

FEEBR
ERTHRER EiERE ZXxmH
[EEE3 11 & B2t Principal
o 1 BX 3L it B Fully paid issued Attributable activities and
AR ERE Place of and registered equity place of
Company name incorporation share capital interests operation
BiEsaEzE . ()
Interests held indirectly: (continued)
ERBREMRERFT L 5 100/% & I HE & 100% REBREES
BRAA Hong Kong 1T 2 &k MiRGEAEE
Bonjour Medical Science 100 ordinary shares B8 8 AR 7%
and Technology of HK$1 each Provision of
Beauty Center Limited beauty and
health-
care related
consultancy
services in
Hong Kong
BEMHEmMmER DA BB 1,000k T R E B 100% EEmeEE
L'avance Cosmetics Hong Kong 1B T2 @R Inactive
Limited 1,000 ordinary
shares of HK$1
each
EFEEFEARAT B 100,0000% & X & 100% REBELE R
Sheen Honour Hong Kong 1B T @R TEXARRE
International Limited 100,000 ordinary E
shares of HK$1 Wholesaling
each and retailing
of beauty
and health-
care products
in Hong Kong
BEFTERAA BB 100,000 &% E & 100% MEBEEER
Win Come Hong Limited Hong Kong 1B T2 ERRK REE @
100,000 ordinary Trading of
shares of HK$1 beauty and
each health-care
products
in Hong Kong
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g

RBARRE (&) 14. Investment in subsidiaries (continued)
FEEBR
ERTHAER EiERE ZXxmH
[EEE3 11 & B2tk  Principal
o 1 BX 3L it B Fully paid issued Attributable activities and
NEIECE Place of and registered equity place of
Company name incorporation share capital interests operation
BEEEERE (&)
Interests held indirectly: (continued)
e EERERERAR FE 100/% & I HE & 100% EEE
Royal Health Hong Kong 1B T @R Inactive
International 100 ordinary
(Holdings) Limited shares of
HK$1 each
EABEBRCEERAA s 3,000,000/% & i% ™ & 55% RMBEBZEEXR
Good Merit International  Hong Kong 1B T2 @R RERKE
Enterprises Limited 3,000,000 ordinary EREM
shares of HK$1 Retailing of
each beauty,
health-care
and home
appliance
products in
Hong Kong
ERERERHEERAR FE 100k & fx B 100% REBRERE
Bonjour Duty Free Hong Kong 1B T2 @R 7=
Wholesale Center 100 ordinary shares Investment
Limited of HK$1 each holding in
Hong Kong
MEEEBRAF REBERHES 1REREEIET 100% EmEEE
Speedwell Group Limited British Virgin Islands 2 EBR Inactive
1 ordinary share
of US$1
2EERARRAA REBERHS 1REEIET 100% MEFAZEER
Full Gain Developments  British Virgin Islands 2 TR RIEE m
Limited 1 ordinary share Retailing of
of US$1 beauty and
health-
care
products
in Macau
HIREXRR QA B 100k TR E B 100% EmeEHE
Fine Hero Industrial Hong Kong 1B T AR Inactive
Limited 100 ordinary shares
of HK$1 each
ZE=FFH
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16.

17.

60

15. Inventories

—EE=H —ZTT-F
2003 2002
FET FE&ET
HK$°000 HK$'000

HENSEE &0 Merchandise stock for resale 110,959 68,986
B OFHTEERE Less: Provision for slow-moving inventories (969) (611)
109,990 68,375

RZBEE-_FRN_FTT=F+
—A=+—H  BEFENUA
IR EEY R -

FE W & 5 R X
AEBZHBEFHEERN T

60Z90H 2 BRERHAEETT - I
BRER BUESEARZE

No inventories were stated at net realisable value at 31 December
2002 and 2003.

16. Trade receivables

The Group’s sales to wholesale customers are entered into on

credit terms ranging from 60 to 90 days. The ageing analysis of
trade receivables at the respective balance sheet dates is as

BotTwT follows:
—EE=HF 2T F
2003 2002
FEBT FET
HK$’000 HK$'000
0 — 30H 0 — 30 days 3,165 3,371
31 — 60H 31 — 60 days 706 683
61— 90H 61 — 90 days 253 319
91 — 120H 91 — 120 days 3,147 451

7,271 4,824

HttBEWIRR ~ R & RENK
H

17. Other receivables, deposits and prepayments

—BF=F —_FTTC
2003 2002

FET T#&T
HK$’000  HK$'000

[l
A
A

I
_m

HeEkKEES Rental and utility deposits 24,863 17,449
BATFTERNRE Prepayments for purchase of inventories 4,398 808
ERAS Prepaid rent 1,533 1,036
EE 2 Deferred commission 2,237 1,992
HAptb Others 2,487 679

35,518 21,964

Annual Report 2003



18.

19.

20.

A

ENRREEHE

ERBRER/EEREREEK
# 2EEEEEERS -

FEf B 5 BR

18. Due to shareholders/directors

The amounts due to shareholders/directors are unsecured, interest-
free and have no fixed terms of repayment.

19. Trade payables

The ageing analysis of trade payables at the respective balance

sheet dates is as follows:
—EE=HF —TT-F
2003 2002
FER FET
HK$’000 HK$'000
0 — 30H 0 — 30 days 27,591 20,381
31— 60H 31 — 60 days 21,025 14,615
61— 90H 61 — 90 days 10,308 8,202
91 — 120H 91 — 120 days 2,305 1,816
61,229 45,014
RERE 20. Long-term liabilities
—RB=F —TT-F
2003 2002
FET FHET
HK$’000 HK$'000
RITER Bank loans
BHIKW (7t(a)) Secured (note (a)) 13,101 5,961
mE R (F(a)) Unsecured (note (a)) - 1,470
BtEHEAE (i (b)) Obligations under finance leases
(note (b)) 462 1,124
13,563 8,555
i REIBEZAEEH Less: Current portion of long-term liabilities
RITER - BEA Bank loans, secured 12,106 4,809
WITER - EEA Bank loans, unsecured - 1,470
Bh & EAE Obligations under finance leases 367 674
12,473 6,953
KHBEZIEREIMD Non-current portion of long-term liabilities 1,090 1,602
itz oMmnT The analysis of the above is as follows:
ERAEFATBHER Wholly repayable within five years 12,411 7,250
BERAFRNTEHEE Not wholly repayable within five years 1,152 1,305
13,563 8,555
ZE=FFH
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20. REEE (&)

(a) AEBEZRITEFRART
FIHAMR B

20. Long-term liabilities (continued)

(a) The Group’s bank loans are repayable as follows:

—BE2=F _ZTT_F

2003 2002

F#ET FHET

HK$’000 HK$'000

—F A Within one year 12,106 6,279
B_F In the second year 162 157
F-ZEFRF In the third to fifth year 513 499
ERFE After the fifth year 320 496
13,101 7,431

RHRITERARRITH
BREHE  RITEEZ
HRFBEEHER T XM E
29 °

(b) AEBZREBEAEA

The long-term bank loans bear interest at prevailing market rates.
Details of security for banking facilities are set out in note 29 below.

(b) The Group’s obligations under finance leases are repayable as

RT3 EREE - follows:
—EB=HF _—TIT_F
2003 2002
FET FHET
HK$’000 HK$'000
—F A Within one year 397 771
BE-F In the second year 122 401
BEZEERF In the third to fifth year - 124
519 1,296
MEHEZRRMEER Future finance charges on finance leases (57) (172)
462 1,124
MEMEREBZREN The present value of finance lease liabilities is as follows:
T~
—EE=F ZTT=F
2003 2002
FERT FHT
HK$’000 HK$'000
—F A Within one year 367 674
FF In the second year 95 358
E-EERF In the third to fifth year - 92
462 1,124
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I
A
A

[N

21.

Share capital

HKR0.01B T2
EEZBER
Authorised ordinary
shares of HK$0.01 each

8B
Number of FET
shares HK$000
RZEE=F=A=+HAH At 25 March 2003 (date of incorporation) 39,000,000 390
(FEAC 2 B HR)
A TE B AR 0 Increase in authorised capital 1,961,000,000 19,610
R-ZEE=F+=-_A=+—H At 31 December 2003 2,000,000,000 20,000
HRO0.01BTZ
ERTRBRCEER

Issued and fully paid
ordinary shares of
HK$0.01 each

:&vig @=|
Number of FAET
shares HK$'000
RZEE=F=A=-+HAH At 25 March 2003 (date of incorporation) 100,000 1
(FEf A B B9
i 9 #17 Issue of shares 218,700,000 2,187
R_EE=F+_-_A=+—H At 31 December 2003 218,800,000 2,188

(a)

KAFR-_ZEE=F=
A-+hABEHRZHS
MR - HATERA
£390,0008 T 7 A&
39,000,0000% & §% 0.01
BILZBRD  BEEAE
ARG R F XM\ E R
[i% B8 i 8% K #17100,000
f% & M0.018 T 2 R
HRMD o

RZEBEZE=FXA++t
A - & B %N ER
1,961,000,000/% E238 5
HREFAZEERSE
Ll ) 1P N/N
Al 2 ETE R AE
20,000,000 T * » &
2,000,000,0004% & i% m@
B0.01 BT 2D -

(a)

(b)

The Company was incorporated in the Cayman Islands on
25 March 2003 with an authorised capital of HK$390,000
divided into 39,000,000 shares of HK$0.01 each and 100,000
subscribers’ shares of HK$0.01 each were alloted and issued
at nil paid at par to the then shareholders.

On 17 June 2003, the authorised share capital of the
Company was increased to HK$20,000,000 divided into
2,000,000,000 shares of par value of HK$0.01 each by the
creation of an additional 1,961,000,000 shares to rank pari
passu with the existing shares in all respects.
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A (&)

(c)

R_TEE=ZFXA++
B tEBEHAZHBMD
RABMERZBRER
2% R 1764,1000% & M
0.0178 7T B A BRI 1E &
BZ2BH -  ERRESR
HEBBRARZHE
BORAZARE WL
X i (a)fT it IR B
100,0008% LA R B4 A& 5k 5
RNETZ2RNDBEBER
KRR EBR A
% BEARVEERBEE
B -

R-ZZBE=ZFRATL
H - 163,935,900 & i
0.0/ T Z B in 2 # —
FREENRERRRZ
FARERBEITTAR
AERZRR MEAR
kRN BEEHK
1,639,359 TL AR AR
MaERZERBETE
RZ TR o

R-_EZE=F+A+MNW
H - &KX 754,700,000
f% A% 19 B 2 & % 0.907%8
TEBRARABERLEE
2 AE B RET B
B 18 & #£49,230,000/8
TTZHRE o

21.

Share capital (continued)

(c)

On 17 June 20083, as part of the Reorganisation, the Company
allotted and issued 64,100 shares of HK$0.01 each credited
as fully paid to the then shareholders as consideration for
acquisition of the entire issued capital of Bonjour Group
Limited and the existing 100,000 shares issued at nil paid
as described in note (a) above were credited as fully paid at
par by way of crediting the share premium account of the
Company.

On 17 June 2003, 163,935,900 shares of HK$0.01 each were
further allotted and issued at par as fully paid to the then
shareholders of the company all of which was satisfied by
way of capitalisation of a sum of HK$1,639,359 standing to
the credit of the share premium account of the Company.

On 14 July 2003, 54,700,000 shares of the Company were
alloted and issued for cash at HK$0.90 each by way of public
offer and placing totalling HK$49,230,000.
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A

A (&) 21. Share capital (continued)

) RZEZE=FXA+t () On 17 June 2003, a share option scheme was approved by
B AQFREHRAE— the shareholder of the Company. Under this share option
TEHIE AR REET & - IRIB L scheme, the board of directors may at its discretion offer
HIERETE BT options to any directors and employees of the Group which
A BE R A A ] E entitle them to subscribe for shares in aggregate not
EREERHERE exceeding 10% of the shares in issue from time to time.
BEREBRERTRE 2R These options shall lapse where the grantee ceases to be
BAEXTHBBTRD % employed by the Company or its subsidiaries. During the
1THRH Z210% o fif & IR year, share options were granted by the Company under the
ABEARBIHEKRB A share option scheme as follows:

AR Bt E B
fRiERGERB - FA -
RARBEBEREE
BEHCBRENT :
BE-F%=F
R-ZE=F +=—A=+-—H
+—B=+hH LERTEZ
Bz BREZR
BREHE Number of
Number of options
options outstanding
TEE granted on as at 31 {T{FEH
Excisable 29 November December Exercise
price 2003 2003 period
= 1.65%8 7T 3,000,000 3,000,000 Z—ZZEZHF—AF—AHZE
Directors HK$1.65 —E—MFE+-_A=+—H
1 January 2005 to
31 December 2014
Hig & 1.65/8 7T 4,765,000 4,765,000 —TETRF—-—A—-HE
Other employees  HK$1.65 —ZE—NUE+-_HA=+—H
1 January 2005 to
31 December 2014
() 5 O B AR T B (i)  No share options were cancelled and lapsed during the year.

(i)

ST

VA T#8 77 52— &7 80 8 | 8P
EEEBRNGTE  RF
ANBRETEEAESR
1658 T s BREZ R
FEMGETAEOIB T -
BEDREERRSF X
358 E2EHEES
BEHEZBRTMNE  —F
HRJFE 2 R 18 & 0.58 +
BREKBEEAE13ER
Tt B A10EEH
i e

F F 8]

(i)

The fair value of the share options granted during the year
with the exercise price per share of HK$1.65 is estimated at
HK$0.11 using the Black-Scholes option pricing model. Value
is estimated based on the risk-free rate of 3.5% per annum
with reference to the rate prevailing on the Exchange Fund
Notes, a one-year period historical volatility of 0.58, assuming
the dividend yield is 1.35% and an expected option life of
10 years.
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f#iE 22. Reserves
rEE
Group
f% 47 8 17
MX
SO E Share BR#HHE RKREEF
Merger issuance Share Retained @t
reserve expenses premium earnings Total
FET FET FET FET FAET
HK$'000 HK$000 HK$000 HK$'000 HK$000
RZZTZF At 1 January 2002 415 — — 35,344 35,759
—A—H
% R 1L Profit for the year
REE 5 7 attributable to
shareholders — — — 31,812 31,812
R BT X Share issuance expenses — (1,210) — (1,210)
B Dividends - — (43,636) (43,636)
RZEE—F At 31 December 2002 415 (1,210) — 23,520 22,725
+=-A=+—8H
R-ZZTET=F At 1 January 2003 415 (1,210) 23,520 22,725
—A—H
B 17 217 Issuance of shares — — 48,683 — 48,683
BB AT Capitalisation issue — — (1,639) — (1,639)
i 81T X Share issuance expenses — 1,210 (8,862) — (7,652)
BEREEREE Profit for the year attributable
il to shareholders — — 41,458 41,458
RS (ffaE9) Interim dividends (note 9) — — — (5,689)  (5,689)
RZEE=F At 31 December 2003 415 — 38,182 59,289 97,886
+-A=+—H
& Representing:
—TR=F 2003 Final dividend
BIRRERE proposed 13,784
Hity Others 45,505
59,289
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22. Reserves (continued)

ARF
Company
R4 EE REHEA
Share Retained @t
premium earnings Total
FET FAET FET
HK$'000 HK$'000 HK$'000
R=A=-+EH At 25 March (date of
(MR AE) incorporation) - — —
R &7 Arising from the
FESE issurance of shares
—pEAME — for the purpose of the
(Kt 21(c) Reorganisation (note 21 (c)) 32,827 — 32827
—BEHe — for cash
(B3t 21(e)) (note 21 (e)) 48,683 — 48,683
B ETHRSE Share issuance expenses (8,862) — (8,862)
BAR(LET Capitalisation issue
(f7t 21(c) % (d)) (notes 21 (c) and (d)) (1,639) — (1,639)
8 38 P 1l i 7 Profit attributable to shareholders — 20,452 20,452
ERHERE (Mt 9) Interim dividends paid (note 9) — (5,689) (5,689)
RZEZ=F+-A=+—H At 31 December 2003 71,009 14,763 85,772
& : Representing:
“EE-FREASRKE 2003 Final dividend proposed 13,784
Hith Others 979
14,763

T

Notes:

(a) AVIREEEMMKEBHRERQ
Al 2 B AT (E AR F
BHETZARB RO EE
ZERE o

(b) REMSHEERRE(EE
7D RO s E R AR E
ZHBERARG DK
TR -

[
A
A
[
H
H
#

(a)

The merger reserve represents the difference between the nominal
value of the share capital of the subsidiaries acquired and the
nominal value of the Company’s shares issued in exchange thereof.

Under the Companies Law (Revised) of the Cayman Islands, the
share premium is available for distribution to shareholders subject
to the provisions of the Articles of Association of the Company.

67



23.

24,

68

PEYRRER 23. Minority interests

—EE=F —E2E-F
2003 2002
FET FET
HK$°000 HK$'000

fig 7N 7 2 Share of equity 1,033

LERE CER (7F(a)) Loan from a minority shareholder (note a) 1,350
2,383 —

it(a) s ZERTIEEM 28
BHAREE AR AREK
T-EARERE -

REBRBEEE

REZEERBG - AEEA
RETERTAERAEEED
REBAFEZRBRERKILER
R{FH—@N»R - B ZE
BT B B &R 2 & MR
FHME » LHRREAREE
ZEBHEFENKGTE (AEE
AEHER) 2 RFEREZR
R AREYEREEMNEE
REMBTETRHEES -

RERESET 2 RBERED
R-_EE=F+_-_A=+—H
RECEINBEREAERARILE
STEMEERETT -

REABEARERRL S8
mF -

24,

Note (a): The loan is unsecured, interest-free and not repayable within the
next twelve months from the balance sheet date.

Long services payment liabilities

Under the Hong Kong Employment Ordinance, the Group is
obliged to make lump sum payment on cessation of employment
in certain circumstances to certain employees who have completed
at least five years of service with the Group. The amount payable
is dependent on the employees’ final salary and years of service,
and is reduced by entitlements accrued under the Group’s defined
contribution retirement scheme that is attributable to contributions
made by the Group. The Group’s does not set aside any assets to
fund any remaining obligations.

An actuarial valuation of long service payment liabilities was
carried out at 31 December 2003, by Watson Wyatt Hong Kong
Limited, using the projected unit credit method.

The amounts recognised in the consolidated balance sheet are
as follows:

rEHE
Group
—EB=F —_TT_F
2003 2002
F#ET FET
HK$’000 HK$'000
AREESEECHE Present value of unfunded obligations 992 —
RERZIBEW T Net unrecognised actuarial gains — —
REEBBERZEMR Liability in the balance sheet 992 —
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RUBBERE (&)

NEEEBERBREAR

24. Long services payment liabilities (continued)

Movements in the liability recognised in the balance sheet:

&) -
AEE
Group
—E2=F —TT_F
2003 2002
FET FETT
HK$°000 HK$'000
Rn—H—H At 1 January - —
REZERBRZAX Expenses recognised in the
profit and loss account 992
R+—A=+—8H At 31 December 992 —

RT-A=+—HBHEMAZE

The principal actuarial assumptions used as at 31 December are as

ZREEBRZOT follows:
—EB=F —TT_F
2003 2002
rE=x Discount rate 5%
KRR E B 2 T8 HRE & & Long term rate of salary increases 3% —
BHEIMABEEZBERRAR Long term rate of increases to mandatory
YRGS EE/ provident fund relevant income and
i long service payments maximum
amount/wages 2%
ZE=FFH
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ERETIE 25. Deferred taxation
BERBIHRERBEEME Deferred taxation is calculated in full on temporary differences
ZEHEERERITE%(Z under the liability method using a principal taxation rate of 17.5%
T _F 16%) 2T ERHE (2002: 16%).
ETHE -
EEREEE/ (BE)ERZ The movement on the deferred tax liabilities/(assets) account is
BEMT as follows:
rEHE
Group
—EB=F —TT_F
2003 2002
FERT FEL
HK$’000 HK$'000
®n—A—8 At 1 January 243 429
AFABRERZEERE Deferred taxation credited to profit
(K17E7) and loss account (note 7)
— EARBEEERE — Origination and reversal
of temporary differences (1,671) (186)
— BERS — Increase in tax rate 22 —
n+=-—A=+—H At 31 December (1,406) 243

BRIEFEREEIRGEEZR
THERER - AR EEBR
PR & BR T i ) 2 3R 8 A A 7% R
@R e

Deferred income tax assets are recognised for tax loss carry
forwards to the extent that realisation of the related tax benefit
through the future taxable profits is probable.
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EERIE (&) 25. Deferred taxation (continued)

R EEREAERAMY
%) (4 34 5040 F 3R B2 AL M

The movement in deferred tax assets and liabilities (prior to
offsetting of balances within the same taxation jurisdiction) during

BAZEBAND AT : the year is as follows:
MEFHERE
Accelerated
tax
EEREAE depreciation
Deferred tax liabilities —EB=F —_TT_-F
2003 2002
FETT FET
HK$’000 HK$'000
mn—HA—H At 1st January 243 429
M/ (GEA) B8R Charged/(credited) to profit and loss account 525 (186)
R+ZA=+—H” At 31 December 768 243
RERNE
Decelerated BHEESE @t
ELEBEEE depreciation Tax losses Total
Deferred tax assets ZEE=F —ITT-F ZEE=f —TT-F “EE=F-TTC-F
2003 2002 2003 2002 2003 2002
FERL FHET FER FHET FER FET
HK$°000 HK$'000  HK$000 HK$'000  HK$'000 HK$000
K—H—H At 1 January - — - — - —
FABHRE Credited to profit
and loss account 318 — 1,856 — 2,174 —
R+ZA=+—H At 31 December 318 — 1,856 — 2,174 —

EAAEENAHRARELHR
REEEREETEH AR ER
HZBRT - MIEERIEY &
Al —BA B R - Rl A] S IR A AR
HEERRELERIBAR ELHEK
o NIERBIFTABEEH
% REAEEREBRAL

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 the deferred taxes relate to the same fiscal
authority. The following amounts, determined after appropriate
offsetting, are shown in the consolidated balance sheet:

—RF=F —TT-F
2003 2002
FET FHET
HK$’000 HK$'000
EXEFHIBEE Deferred tax assets 2,174 —
BEEMIBAE Deferred tax liabilities (768) (243)
1,406 (243)
ZE=FFH
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REBRSRERWE

(a) KBRBEAGRFEKERS

26.

Notes to consolidated cash flow statement

(a) Reconciliation of profit before taxation to net cash inflow

RABEZHE from operating activities

—BE=F _TET_F
2003 2002
FET FE&ET
HK$’000 HK$'000
B 5t B A Profit before taxation 46,783 39,083
FE R Interest expenses 1,459 1,657
FLE WA Interest income (110) (110)
e Depreciation 8,096 6,119
HEBRTEEZEE Loss on disposal of fixed assets 471 480
REIR TGS & #1E Provision for long services payment 992 —

EBEESEHA 2 K E R Operating profit before working
capital changes 57,691 47,229
ERES il Increase in inventories (41,615) (11,605)
FEWE 5 AR 5K 3E N Increase in trade receivables (2,447) (1,853)

HmMpEER  sTek Increase in other receivables,

T8 - ZRIE 1L 0 deposits and prepayments (13,554) (2,457)
FERTE 5 BRFKIE N Increase in trade payables 16,215 5,421
HMEAER  BlETek Increase in other payables, deposits

JE &5 S 1 0 received and accrued charges 6,958 3,100
iR JE W %5 12 N Increase in deferred revenue 12,790 12,628
JERTE ERIE M Increase in amounts due to directors 262 —
KERBMEEAZR SN Net cash inflow generated from

F operations 36,300 52,463
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RERTRERME (B) 26.

Notes to consolidated cash flow statement (continued)

b) FRAZEREEBEEEH D (b) Analysis of changes in financing during the year
w
g A<
(BEERG
BiTEX
ERHB REART
HE) EXRRME
Share HHERE FIAUER
capital Long-term Hi =
including bank loans RITEX
share and Trust
issuance obligations receipt LPERER
expenses under  and other FEHNKRE EF
and share finance  short-term  Dividends Minority
premium leases bank loans payable interests
FHET FHET FHET FET TFHET
HK$°000 HK$°000 HK$’000 HK$’000 HK$’000
RZEEZF—H—H  At1January 2002 1 11,505 12,752 — —
PEIRR B Interim dividends — — — 43,636 —
MEREEW Inception of
finance leases — 473 — — —
DA i AR 3R 5K I8 4K 8 Dividends settled
Ehgs through offsetting
amount due from
shareholders — — — (43,636) —
MEZBRERAS Cash inflows/(outflows)

() from financing (1,209) (3,423) 8,578 — —
R-ZEE=F—H—H At 1 January 2003 (1,208) 8,555 21,330 — —
PEIRR B Interim dividends — — — 5,689 —
BEZHRE CRH) Cash (outflows)/inflows

A from financing 41,578 5,008 4,512 (5,689) 2,700
LERFERDEEE  Minority interests’

share of loss — — — — (317)
RZZEE=F+_A At 31 December
=+—H 2003 40,370 13,563 25,842 — 2,383

A

L]
[11
Hr
Hr
E
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GEEeRERMTE (&) 26. Notes to consolidated cash flow statement (continued)
c) BeRBELEEYZHE (c) Analysis of balance of cash and cash equivalents
&R 2 AT
—BE=F _ETET_F
2003 2002
FET FEL
HK$’000 HK$'000
BetaukBe Bank balances and cash 55,799 9,990
wITEX — AER Bank overdrafts — secured (336) (765)
55,463 9,225
d FEFRERH (d) Major non-cash transactions
BB sE21(c) R ()T E Apart from the capitalisation issue as disclosed in notes 21(c)
BRI ELTHN 0 K& and (d), the Group entered into finance lease arrangements
PR E & KR E K in respect of assets with a total capital value at the inception
BEZEA73,0008 T 28 of the leases of HK$473,000 and paid dividends of
EFVBERERYE HK$39,636,000 to the then shareholders of companies
TEHZE-_ZEZT_F+ comprising the Group through offsetting the amounts due
“A=Z+—H1LFE - from these shareholders during the year ended 31 December
AEBEBTEREETX 2002.
BRASDAEIRBE
39,636,000/ ;T 2 &
B ERAR R RIEE
HEH o
KEHEAE 27. Commitments under operating leases

RIBL 3 RBF 2 AR IR Z
REHE  NEBRKZHIE

The Group had future aggregate minimum lease payments under
non-cancellable operating leases in respect of land and buildings

JENF S @EEMT as follows:
—BE=F _ZTET_F
2003 2002
FERT FE&ET
HK$’000 HK$000
F—FR Not later than one year 71,938 59,417
E_ZEFRFN Later than one year but not later
than five years 67,837 72,634
139,775 132,051
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FREE 28. Contingent liabilities
rEE
Group
—E2=F —TT_F
2003 2002
FET FHE T
HK$’000 HK$'000
RITEL 2RI FEEZ Guarantee given by bank for
HeER rental payment to landlord 1,289 —
KA T
Company
—EE=F —E2E-F
2003 2002
FET FHE T
HK$°000 HK$'000
HIBAR ZRTT Guarantees for banking
EEEDZER facilities of subsidiaries 79,799 —
RITEE 29. Banking facilities
RZEE=F+_HA=+— As at 31 December 2003, the Group’s banking facilities totalling
B A&EEZRITEEGHL approximately HK$80 million were secured by the following:
80,000,000/ 7T * LA T3 & I8
TEFELR -
(a) ZAE&EEA £495,600,000 (a) the Group’s bank deposits totalling HK$5,600,000;
BILZRITHER
(b)y AARAERREZME (b) personal guarantees provided by the directors of the
AER (EEEABRE Company (these personal guarantees were released
RERIERBRITARA subsequent to the year end and replaced by corporate
RIZ RRIERRE) + & guarantee of the Company); and
(c) AEBERBEZAMHEEL (c) first legal charges over all leasehold land and buildings held
MEEFRARAES by the Group and certain leasehold land and buildings held
HAEZETHETHE by the directors of the Company.
BF2EEEHRE -
R E 30. Approval of accounts

EFgc XN TETNFMOMAC
T=BH#ERE -

L]
[11
Hr
Hr
E

The accounts were approved by the board of directors on 23

April 2004.
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