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Bonjour is entering her 17th year. It is the most charming age for a girl. For Bonjour, it is a season
of youth, as well as an age of professional maturity.

We are now a symbol of quality and trust. We always work hard to satisfy the changing needs of
the market, exploring new cosmetic technologies and products. We never cease to introduce new
ideas and skills with excellent market response. In 2000, we established Bonjour Beauty Limited
as a new branch, making use of new technology and cultural concepts to provide a mind-relaxing
beauty service.

We have a retail network of 31 shops in Hong Kong, Macau and Shanghai, distributing nearly
30,000 products. Bonjour also has 10 body slimming and beauty treatment centres in Hong Kong,
Macau and Shanghai, of which two of them are foot massage centres, we are internationally
recognized as a beauty product retail brand in Hong Kong, supported by our customers both in
Hong Kong and China. | wish to thank all staff who have worked so hard to make a Bonjour dream
come true and contributed to the well-being and happiness of so many people.

We face new challenges and new opportunities. Beauty is our commitment and belief. We are
determined to pursue this objective with strong faith. And we are honoured that we have your
most loyal company on the way.

We are now seventeen, | am sure it will be a more fruitful year ahead. With your support and trust,
we will be able to climb another mountain, go another mile, and reach another rainbow on a new
horizon.

Ip Chun Heng, Wilson Chairman
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Bonjour Cosmetic Wholesale Center
Bonjour was established in 1991 and owns 31
retail stores. Bonjour offers over 30,000 beauty and
healthcare products, covering a broad range of items,
all catered for customers with different budgets and
needs. The products are divided into five categories:
skincare; make-up; fragrances; healthcare; hair care,
personal care and accessories. Bonjour also carries
several exclusive and private labels such as YUMEI
from Japan, Swiss Plus, Suisse Reborn and Rote
Fabrik from Switzerland, marie claire from France,
Bodytouch and Greentouch from Thailand, iwhite from

Belgium, I.Color & Yu Bun Tong, etc.
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é@%\ﬁbﬁgtgﬁutu HHERBRA A Bonjour Beauty Limited
= gmanss ARSENEERENZ L ERER In order to enhance our kaleidoscopic professional
AR AT HA2000FERT - BBEBEAN services, Bonjour Beauty Limited was opened in
B R & G SEMREREE BETEMATERY 2000. With a comprehensive retail network, we offer
OnSOurBEAUTY a beauty services and skin care products, including
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a full range of quality beauty and health services on

radio frequency shaping, facial treatments, intense

-
a g
pulsed light, body slimming, laser beauty, spa, body

Dr. Pro.talk Ko KB BB RERIAR © massage, nail art and foot massage.
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Our Spokesperson

To increase brand awareness in the competitive market, Bonjour invites celebrities
for its popular OEM products: Miss Chinese International Pageant Linda Chung for
YUMEL Singer Stephanie Cheng, for Bodytouch Body Shaping Gel Capsicum. California
Natural-up: Actress Miss Eileen Tung. Famous model Cara G and actress Miss Eileen

Tung, for Bonjour Beauty Limited.
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EEMBEREERE Five-Year Financial and Operational Highlights
(in HK$ thousands
(B =HE1EHI) unless otherwise —ET=F ZZTMF —TTRE ZTITRF —BBLHE

P TFE T E) specified) 2003 2004 2005 2006 2007
=t Turnover 734,901 977,346 1,033,842 1,098,333 1,209,816
ER Gross profit 279,709 385,178 371,897 439,469 522,398
EF R Gross margin 38.06% 39.41% 35.97% 40.01% 43.18%
s F) (B548)  Operating profit/(loss) 48,242 65,651 (42,845) 6,841 86,044
£ R Operating margin 6.56% 6.72% (4.14%) 0.62% 7.11%
EREA(EI8)  Profit/(loss) for the year 41,458 56,506 (44,823) 3,841 71,256
HERR, Return on sales/

Fom A& Net margin 5.64% 5.78% (4.34%) 0.35% 5.89%
BEES Working capital 62,729 71,178 (2,357) (9,138) 89,138
BEAE Total assets 256,740 302,469 289,228 268,356 360,853
AEeE Total liabilities 154,283 163,269 215,246 188,780 206,176
RERES Shareholders’ funds 100,074 135,894 73,082 79,576 154,677
BELAERL R Return on total assets 16.15% 18.68% (15.50%) 1.43% 19.75%
[ &NEIE Return on equity 41.43% 41.58% (61.33%) 4.83% 46.07%
HEFE Inventory turnover on

HEA(H) sales (days) 54 52 45 38 36
BEREHERRE Total liabilities to

f=xcal=d ]l shareholders’ funds 154.17% 120.14% 294.53% 237.23% 133.29%
BEREEHEME Total number of retail

Pk outlets in Hong Kong 20 24 30 28 29
BPIEEEME Total number of retail

L outlet in Macau 1 1 1 1 1
EE A RFEME Total number of retall

(M= outlet in the People’s

TEEMEEH Republic of China

(the “PRC”) 0 0 0 0 1
HEEEL A TIEZ 2 Total number of retail

BEBTEHME outlet operated by an

FEE associate in Hong Kong 0 0 0 1 1
EABERPRO4EE Total number of beauty

salons in Hong Kong 5 5 7 8 8
SRPIERPOAEE  Total number of beauty

salon in Macau 0 1 1 1 1
hEERD LS Total number of beauty

salon in the PRC 0 0 0 0 1
Biet : BEZTZT=F+-_RA=+—HIEFE Note: The summary of the financial information for the years ended 31st

EHE_ZTTERFTA=ZT—HBLHF
EZHBERMBE  JhfEtre Sk
BRAB(ARARDEEFEZFR -

—BRLEER

December 2003 to 31st December 2006 have been extracted from the
audited financial statements set out in the annual reports of Bonjour

Holdings Limited (the “Company”) for the respective years.
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Corporate Information

Board of Directors

Executive Directors

Dr. Ip Chun Heng, Wilson (Chairman and Chief Executive Officer)
(appointed as Chief Executive Officer on 1st January 2008)

Ms. Chung Pui Wan (Vice-chairman)

Mr. Yip Kwok Li

Mr. Chan Chi Chau

Independent Non-Executive Directors

Mr. Wong Chi Wai
Dr. Chow Ho Ming
Mr. Lo Hang Fong

Audit Committee

Mr. Wong Chi Wai

Dr. Chow Ho Ming

Mr. Lo Hang Fong
Remuneration Committee
Dr. Chow Ho Ming

Mr. Wong Chi Wai

Dr. Ip Chun Heng, Wilson
Nomination Committee
Mr. Lo Hang Fong

Mr. Wong Chi Wai

Dr. Ip Chun Heng, Wilson

Authorized Representatives

Dr. Ip Chun Heng, Wilson
Mr. Chan Chi Chau

Qualified Accountant and Company Secretary
Mr. Kwong Chun Chung

Independent Auditor

RSM Nelson Wheeler

Certified Public Accountants
(appointed on 17th August 2007)
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Corporate Information (continued)

Legal Advisor
Wilson Yeung & Co
Registered Office

Clifton House
75 Fort Street
George Town
Grand Cayman
Cayman Islands

Head Office and Principal Place of Business

10/F., Bonjour Tower

3 Yuk Yat Street

Tokwawan, Kowloon

Hong Kong

Telephone: (+852) 2872-2872
Facsimile: (+852) 2338-8154

Principal Bankers

The Hong Kong and Shanghai Banking Corporation Limited
Hang Seng Bank Limited

DBS Kwong On Bank

Bank of Communication Hong Kong Branch

Dah Sing Bank, Limited
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Butterfield Bank (Cayman) Limited
Butterfield House

68 Fort Street
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Information for Investors

Company’s Website

www.bonjourhk.com

E-mail address

info@bonjourhk.com

Principal Share Registrar and Transfer Office

Butterfield Bank (Cayman) Limited
Butterfield House

68 Fort Street

P. O. Box 705

KY1-1107

Grand Cayman

Cayman Islands

Hong Kong Branch Share Registrar and Transfer Office

Computershare Hong Kong Investor Services Limited
Shops 1712-1716

17/F., Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

Important Dates
Closure of Register of Members

2nd June 2008 to 5th June 2008
(both days inclusive)

Annual General Meeting
5th June 2008

Stock Code

The Stock Exchange of Hong Kong : 653

Bloomberg . B653HK
Reuters . 653.HK
Board Lot . 4,000 shares
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Chairman’s Statement

Dear Shareholders,

We had an outstanding rebound in 2007. The Company and its
subsidiaries (collectively, the “Group”) achieved a growth rate of 10.2%
in turnover and 13.9 times in profit attributable to equity holders of the
Company for the year compared to last year. The profit attributable to
equity holders of the Company was HK$71.3 million (2006: HK$4.8
million) and the basic earnings per share of the Company was HK30.7
cents (2006: HK2.1 cents). The board of directors of the Company (the
“Board”) proposed a final dividend of HK22.2 cents for the year ended
31 December 2007.

The strong rebound was widely spread across the Group. The core
retail business, which accounted for 90.2% of the Group’s turnover,
contributed a segment profit of HK$59.4 million. For the beauty
services division, it contributed a segment profit of HK$15.6 million
(2006: loss of HK$1.8 million), which is also a record for this business
segment. The results had clearly shown that the actions taken since
the beginning of 2006 was very effective in bringing the Group’s
performance on the growth track again.

Besides the actions taken, the strong improvement in the external
environment was also the key factor that induced the turnover growth.
Driven by the surging consumer’s confidence and the increasing
number of tourists visiting Hong Kong, retailers were operating in the
best time since the market rebound started in 2004 after SARS. We
are aware that the external environment changes quickly. The sub-
prime mortgage crisis emerged in 2006 is still having rippling effect on
the global financial market. Tighter macroeconomic policies have been
adopted by the PRC government to control inflation. All these changes
would have some impact on the overall economy as well as the retail
sector in Hong Kong. Yet, we share the same optimistic view with
other retailers that the impact would be small and the retail market
will keep on growing healthily. We are very confident that our Group’s
performance will continue to grow robustly in the next few years.
Nevertheless, we will monitor the market closely and prepare ourselves
for any unexpected changes.

The leases of several unprofitable outlets with high rental have expired
in early 2008. The operating efficiency is expected to rise and boost
the bottom line further. After several years of network restructuring in
both retail and beauty services, we do see the needs to expand the
network again to maintain our competitiveness and as the additional
drive of future profit growth. We will carefully select new locations
and will commit ourselves into new leases only when there is a high
probability of success. Besides opening new stores, enriching our
product range and service lines will still be our core of corporate
strategies to ensure healthy profitability and turnover growth.



FERE(E) Chairman’s Statement (continued)

BEmMs  BRAYAREREERES AR In summary, we are delighted to see that our Group revived much
RREIRE - BTN AREB 2 DEE KR faster than we expected. We also delighted to see that our corporate
BENEGBE AL E RS - BIER  strength and competitiveness becomes much stronger than ever.
o REBNTEEERLSE  ARERIZZ  Looking ahead, we are surely well prepared and ready to reap the

EMBBNPEZR - huge market potential sitting in front of us.
B Ip Chun Heng, Wilson
25T Chairman
B/ ZEENFWLA+NHB Hong Kong, 18th April 2008
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Management Discussion and Analysis

Operations Review
Group Review

For the year ended 31st December 2007, our Group recorded
a turnover of HK$1,209.8 million (2006: HK$1,098.3 million),
representing an annual increase of 10.2%. As in 2006, the growth in
turnover was mainly derived from the increased operating efficiency,
the overall improvement in local economy and the increase spending
of tourists visiting Hong Kong.

While the Group’s turnover was growing healthily, the profit attributable
to equity holders of the Company was gaining even stronger
momentum than ever. It increased 13.9 times to HK$71.3 million
(2006: HK$4.8 million) in 2007. Basically, the profit achieved was a
record and has surpassed the level before we experienced the loss in
2005, and it is still going strong. This exceptionally surge in the bottom
line basically followed the trend that started in the second half of 2006.
The rebound was remarkably strong in the second half of 2007 -
71.6% of the profit attributable to equity holders of the Company of
the year was generated in this period.

The continued improvement in the gross profit margin was the main
drive that pushing the net profit up. The significant improvement in
the beauty services division was one of the key factors that boosted
the gross margin as well as the net profit. The beauty services division
recorded a segment gain of HK$15.6 million (2006: loss of HK$1.8
million).

The Group continued to take the stringent cost control measures
during the year. While the administrative expenses increased in line
with the increase in turnover, the distribution costs were decreased
considerably when compared to that of 2006. As such, the Group’s
operating efficiency was further enhanced and helped the Group to
attain the existing profit level.

11
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Management Discussion and Analysis (continued)

Operations Review (continued)
Retail and Wholesale Division

The retail and wholesale business contributed a turnover of
HK$1,091.4 million in 2007 (2006: HK$1,001.9 million), representing
an annual increase of 8.9%. The turnover of the second half amounted
to HK$557.9 million (2006: HK$506.7 million) with an increase of
10.1% compared to the same corresponding six-month period. The
number of retail outlets was remained the same, so the growth was
derived mainly from the same store sales. The local economy was
still going strong despite the turmoil in the global stock market in the
fourth quarter of 2007. As the unemployment rate dropped to a low
level of under 4%, the overall sentiment of the retail sector was very
positive. Besides the booming local economy, the turnover growth
could also be contributed to the increasing number of tourists of the
PRC visiting Hong Kong. More and more tourists of the PRC visited
Hong Kong evenly and repeatedly during the whole year rather than
concentrated in several peak seasons like the traditional golden week
holidays. Hong Kong retail market definitely gained advantage from the
appreciation of the Renminbi and the depreciation of the United States
(the “US”) dollar.

The gross profit margin of the retail and wholesale division continued
to increase. The increase in profit margin was the key drive to boost
the Group’s profitability to the present level. By providing more and
more exclusive products with high quality in our product range,
the capability of increasing the profit margin was largely enhanced.
Extra incentives were given to frontline staff to promote the exclusive
products. As a result, the proportion of higher margin products in the
sales mix was increased steadily. The depreciation of US dollar only
had impact on a small portion of the imported products which we
could pass on the effect to consumers. Thus, there was not much
negative impact on the gross profit margin due to the change in
exchange rate.

The monthly rental was more or less the same during the whole
period. There was no significant increase in rental cost for leases that
renewed during the year. That was the case because those leases
were entered in late 2004 and 2005 in which the rental cost had
already reached a high level. Although the inflation rate was increased
during the year, payroll and other operating costs were increased
slightly in line with the increase in turnover.

For our wholly-owned subsidiary and the associated company serving
inbound PRC group tourists, the business was fully recovered after
the incident happened in the second quarter of the year. The same
store sales for the current year increased 35.7% for the wholly-owned
subsidiary.

Annual Report 2007
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Management Discussion and Analysis (continued)

Operations Review (continued)
Retail and Wholesale Division (continued)

One specialty store selling branded cosmetics was opened in a
shopping centre in Shanghai in the fourth quarter. Though the
investment was small, it signified as the first move to tap the huge
PRC market potential. As the operation scale was small, it had no
impact on the Group’s financial performance.

The inventory turnover period on sales was 36 days (2006: 38 days).
The inventory turnover was clearly maintained at a healthy level. The
management closely monitored the inventory turnover and took actions
to clear slow moving items when necessary.

E-Shop

Milk Powder Project

To broaden the product range offered to online customers, the
Japanese Milk Powder project was launched in the first quarter. Since
then, the monthly sales of total milk powder from March to December
were averagely recorded a growth of 2.5 times. The highest growth as
4 times was recorded in December. The continuous growth of sales
of milk powder pinpointed the targeted market of the Group’s online
development in coming years. In the third quarter of the year, the
E-shop further enriched the product profile by adding more baby care
products in the “Baby Products” corner. Reliable logistics partners
were identified for courier delivery of milk powder products to major
cities of the PRC. A test operation was completed in the fourth quarter
of the year.

Point Pay Card Project

After months of coordination and preliminary preparation, installation
and testing of the Point Pay Card system were done in December. The
first Point Pay Card installed with 1,000 points was introduced to the
market. Apart from selling and marketing through the Group’s online
and retail network, the E-shop had been in contact with several parties
of the PRC for being the Group’s agent for selling and marketing Point
Pay Cards in various cities of the PRC. A potential corporate agent
in Guangzhou was selected and negotiations were scheduled to take
place in the first quarter of 2008. Bonjour as the first cosmetics retail
partner applying Point Pay Card System, it was an important milestone
in the year of 2007 and that the Group had obtained the key to enter
the retail market in the PRC.
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Management Discussion and Analysis (continued)

Operations Review (continued)
Beauty Services Division

The beauty services division recorded a segment gain of HK$15.6
million for 2007 (2006: loss of HK$1.8 million). The turnover (service
redemption) hit a record of HK$118.4 million (2006: HK$96.5 million),
representing an annual increase of 22.7%. The turnaround of the
beauty services division has started in the second half of 2006 after
the restructuring took place in the second quarter of 2006. Since
then, the growth in packages sale and the service redemption was
getting much stronger. The momentum was even more apparent in
the second half of 2007. The turnover of the second half amounted
to HK$66.0 million. The increase in turnover could be contributed to
the booming local economy and our successful launching of the latest
medical beauty services.

Except the salon in Macau, the transformation of “Bonjour Beauty” to
the new thematic look “About Beauty” was completed. The upgraded
image helped to increase the turnover and at the same time enhanced
our positioning in the market. The “Top Comfort” foot massage salons
and the nail bar service were performing satisfactorily and contributing
margin to the beauty services division. We originally planned to
open more nail bar service centres during the year, but there were
difficulties in recruiting sufficient trained beauticians for new salons. As
a result, our expansion program was in stand still. Instead, we opened
a new service centre specialized in medical beauty technology. The
performance of the new centre was so successful that we have
already recovered all the initial investment.

After the relocation of one beauty salon in the first quarter of 2007,
the restructuring of our beauty salon network was completed. As a
result of the restructuring, the fixed operating costs were reduced
and the operating efficiency increased substantially. The advertising
expense was kept at about the same level of 2006. As such, the cost
effectiveness was further enhanced while the turnover has increased
22.7% in this financial year.

Outlook

Retail and Wholesale Division

We are confident that the prevailing positive factors certainly will
be even stronger in 2008, which is the year of Olympics. The
unemployment rate has already improved significantly and is expected

to stay at low level for a long time. While the general income level
rises, the average spending is expected to increase.
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Management Discussion and Analysis (continued)

Outlook (continued)

Retail and Wholesale Division (continued)

The golden week holiday of the PRC in May is cancelled, but there
will be no impact on the turnover. More and more tourists from the
PRC prefer to travel in non-peak season to avoid high traffic and
accommodation cost. As the economy of the PRC continues to
grow more than 10% each year, the number of visitors for the whole
year will increase. The number of group tourists would also increase
steadily as well because of the same rationale. Furthermore, as Hong
Kong dollar is likely to depreciate gradually against the Renminbi and
other major foreign currencies, shopping in Hong Kong is becoming
more and more attractive to tourists. Therefore, we can optimistically
foresee that the Group’s turnover will increase in line with the overall
booming Chinese economy. Likewise, the profit derived from the
investment in the associated company will also increase.

The gross profit margin has increased substantially since 2005 and we
expect there is still room for increase for the next couple of years. The
Group will continue to put effort on gross profit margin improvement.
For example, marketing resources will be directed more on private
labels and exclusive brands, which have high margins. Commission
and incentive schemes will constantly reformed to push the sales mix
towards higher proportion of high margin products.

For leases to be expired in the next twelve months, most of them were
entered in the period which rental had already increased sharply. We
do not expect the rental cost will increase considerably again. On the
contrary, several leases of unprofitable shops has already expired in
early 2008, the ratio of rental cost to turnover will decrease.

Besides rental, we reasonably believe that other distribution costs and
administration expenses will increase, as the inflation rate is rising. Yet,
we expect the increase will be at about the same rate as the increase
in turnover. So, there will be no significant effect on the overall
profitability.

The Group is looking for opportunities to expand the retail network.
We have 31 retail outlets at present, we believe there should be room
for expansion for about 10 to 15 outlets in the coming two to three
years. Rental cost is the key factor affecting the pace of expansion.
We will select new shop locations with prudent estimation.
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Management Discussion and Analysis (continued)

Outlook (continued)
Retail and Wholesale Division (continued)

The specialty shop in Shanghai is running smoothly. As the investment
size is small for each shop, we are looking for opportunities to open
more in Shanghai area. We consider this investment is the necessary
initial step for building the growth potential for the Group several years
from now.

After the remarkable jump in profit in 2007, we are confident that the
Group’s retail business will continue to grow strongly based on the
prospects of increasing turnover, higher margin, and reduced rental
cost.

E-shop
Milk Powder Project

The Group would extend the focus to the PRC as it is learned by
experience that the huge demand of milk powder items remains in the
PRC. It is anticipated that the Japanese milk powder products are to
be penetrated into the PRC market quickly through dynamic referring
by internet forum users. Looking back the growth trend in 2007
and looking forward to the positive market response from the PRC
customers, it is estimated that the milk powder sales would increase
massively by 3 times in 2008.

Point Pay Card Project

The negotiations with PRC parties for being the Point Pay Card agent
would be expected to be time-consuming and it is foreseen that some
more months would be taken up for completion of negotiations and
contract signing. Considering the complexity of China Taxation Law,
the Group would spend more time on taxation planning in order to
come up with a workable practice with local partners. The Point Pay
Cards of 3,000 and 5,000 points are scheduled to be launched in the
first half of 2008. These two values are tailor-made for gift and milk
powder market. The Point Pay Card of 9,000 and a prestige gift set
with all four values of card will be issued following 3,000 and 5,000
points cards. The market focused for each card value is defined to
capture sales from the whole retail and gift market. By cooperation
with local partners, the rental and labour cost of selling the Point Pay
Card would be eliminated and the low operation cost benefits a high
profit margin.
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Management Discussion and Analysis (continued)

Outlook (continued)
E-shop (continued)
Online Purchase Membership

Giving way to Milk Powder Project and Point Pay Card Project, the
launching of Online Purchase Membership program is however delayed
until 2008. We target to kick off the “Membership Registration” in
the third quarter of 2008 and online purchase program in 2009
respectively.

Beauty Service Division

The performance of the beauty services division was much improved
in 2007, especially in the second half year. While the division operation
is running at the high gear with much higher efficiency than ever, the
beauty services division will definitely contribute a lot more to the
Group’s overall profitability. Though the market is still very competitive,
we are confident that we are able to reap a bigger share of the
market in the next few years. We have strong competitive edges
over other competitors as we can provide a broad range of beauty
services with latest technology at very competitive prices. This could
be achieved as we always alert with the market changes and look for
investment opportunities that will provide new market potential. As our
new medical beauty centre opened in the second half of 2007 was
successful, we plan to open two more centres in 2008.

To broaden our client base in major residential districts, we plan to
open six to eight new beauty salons in three years time. The first one
in residential districts is opened in the first quarter in 2008. While the
size of the new salons will be on average smaller than the existing
salons, the investment for each salon will be much smaller so as to
minimize the cost. Since the client base will be largely increased after
the opening of new salons, we can foresee that we are entering into a
period of high turnover growth for the beauty services division.

The manpower shortage is the major obstacle to our expansion plan.
To meet this challenge, we are taking aggressive approach to recruit
experienced staff, and at the same time, implementing extensive
training program to increase the skill and professional standards for
junior staff. Staff cost will inevitably increase, but we are certain that
the additional cost would be justified by the increase in the bottom
line.
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Management Discussion and Analysis (continued)

Outlook (continued)
Beauty Service Division (continued)

The beauty services division currently contributes a smaller portion of
profit to the Group compared to the core retail business division. Yet,
the market for beauty services is far from matured. We anticipate that
the profit generated by the beauty services division would be one of
the main forces that pushing the Group’s profit up continuously in the
next few years.

Financial Review
Liquidity and Financial Resources

Liquidity and financial resources position remain strong as the Group
continues to adopt a prudent approach in managing its financial
resources. As at 31st December 2007, the Group’s cash and bank
deposits amounted to HK$122.5 million (2006: HK$29.6 million). The
Group’s bank borrowings as at 31st December 2007 were HK$1.0
million (2006: HK$1.1 million), out of which HK$0.3 million (2006:
HK$0.3 million) were repayable within the next 12 months. Therefore,
the Group had a net cash balance (total bank and cash balance minus
total bank borrowings and bank overdrafts) of HK$121.0 million as at
31st December 2007 (2006: HK$21.8 million).

As at 31st December 2007, the Group’s gearing ratio was 0.01 (2006:
0.01), and was calculated based on the Group’s bank borrowings and
shareholders’ funds of HK$154.7 million (2006: HK$79.6 million). Total
liability to shareholders’ fund improved to 133.3% as compared to
237.2% in last year. The current ratio is 1.43 in 2007 (2006: 0.95).

Cash Flow

Cash inflow from operating activities increased by HK$91.2 million
from HK$17.0 million in 2006 to HK$108.2 million in 2007. The profit
before taxation was HK$85.2 million. The total amount of non-cash
items amounting to HK$22.6 million (mainly the depreciation and
share-based payments), the increase in working capital amounting
to HK$3.5 million and was net off with tax and interest payments
amounting to HK$2.9 million.
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Management Discussion and Analysis (continued)

Financial Review (continued)
Cash Flow (continued)

Cash outflow from investing activities decreased by HK$10.9 million
from HK$22.7 million in 2006 to HK$11.8 million in 2007. The
decrease was largely due to a decrease in purchase of property, plant
and equipment.

Cash inflow from financing activities was HK$2.5 million (2006: outflow
of HK$6.2 million). The cash inflow for this year mainly represented
proceeds from issue of shares of the Company.

Contingent Liabilities

Details of contingent liabilities of the Group at the balance sheet date
are set out in Note 33 to the financial statements.

Foreign Exchange Exposures

The Group has minimum exposure to foreign exchange fluctuations
as most of its assets, receipts and payments are in Hong Kong dollar,
US dollar and Japanese Yen. As at 31st December 2007, all of the
Group’s bank borrowings were denominated in Hong Kong dollar. The
Group’s bank borrowings were on floating rate basis at either bank
prime rate or short-term inter-bank offer rates. The Group will continue
to monitor its foreign exchange position and, if necessary, will hedge
its foreign exchange exposure by forward foreign exchange contracts.

Capital Structure

During the year under review, 3,024,000 fully paid ordinary shares
of the Company were repurchased and cancelled, and 11,400,000
ordinary shares of the Company were issued to the share options
holders of the Company. The total number of issued and fully paid
shares of the Company as at 31st December 2007 was 233,984,000.
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Management Discussion and Analysis (continued)

Financial Review (continued)
Charges on Group Assets

As at 31st December 2007, certain prepaid land lease payments
and buildings of the Group with carrying amount of approximately
HK$2,008,000 (2006: HK$2,044,000) was pledged as security for
certain bank borrowings of the Group.

Material Acquisitions and Disposals of Investments and
Subsidiaries and Significant Investments Held

There were no material acquisitions or disposals of subsidiaries and
no significant investment held during the year ended 31st December
2007.

Human Resources

The Group adheres to a strong belief that one of the most valuable
assets of a corporation is its employees. During the year under review,
the Group provided a series of training courses to enhance the
customer service skills of all our frontline staff by inviting professional
consultants as lecturers to enrich the scope of this program. The
Group also offers share options to the senior executives and general
staff, as a means to reward and retain high caliber of the management
team. In the meantime, competitive remuneration packages and goal-
oriented bonuses are paid to different levels of staff. These rewarding
packages strengthen the morale among the staff and led to high
efficiencies, which further reinforced the confidence of the Directors’
decision to adopt this strategic direction.

As at 31st December 2007, the Group had approximately 900 (2006:
860) full-time and part-time employees in both Hong Kong and Macau.
The senior management team consisted of 19 people, in which about
half of them had been with the Group for over 5 years. The Group
treasures people as valuable human resources and recognizes the
importance of attracting and retaining high quality staff for the Group’s
continuous success.
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Directors and Senior Management Profiles

Executive Directors

Dr. IP, Chun Heng, Wilson, aged 50, is the Chairman, Chief
Executive Officer (the “CEQ”) and Executive Director of the Company.
Dr. Ip together with Ms. Chung Pui Wan founded the business of
the Group in June 1991. Dr. Ip has more than 30 years’ experience
in running retail and service business, Dr. IP has received World
Outstanding Chinese Award and honorary doctorial degree from State
Gleska University of California in 2007. Based on his solid experience
in retail and wholesale industries, he has successfully led the business
of the Group grows tremendously since 1996. Dr. Ip is responsible for
the overall strategic planning and formulation of corporate policies of
the Group.

Ms. CHUNG, Pui Wan, aged 47, is the Vice-chairman and an
Executive Director of the Company. Ms. Chung, spouse of Dr. Ip
Chun Heng, Wilson, has more than 25 years’ experience in sales and
marketing of cosmetic products. Before the Group was founded in
1991, Ms. Chung had worked for several cosmetic companies in the
sales and marketing of branded cosmetic products for over 5 years.
With her sales promotion technique and in-depth product knowledge
in cosmetics, Ms. Chung has significant contribution to the Group’s
product innovation and marketing strategy. Ms. Chung is responsible
for the overall sales and marketing operations management.

Mr. YIP, Kwok Li, aged 48, is an Executive Director of the Company.
Mr. Yip, brother of Dr. Ip Chun Heng, Wilson, has more than 15 years’
experience in logistics, business development, and sales operation
in Hong Kong and the PRC, within which, he had worked for a
custom jewelry company in developing business operation in Hong
Kong and worked for a PRC company for an aggregate of 5 years.
He is responsible for managing and supervising the sales forces and
monitoring the Group’s operation of the retail outlets. Mr. Yip is also
in charge of the purchasing operations of the Group. He joined the
Group in May 1998.

Mr. CHAN, Chi Chau, aged 45, is an Executive Director of the
Company. Mr. Chan holds a master degree in business administration
obtained from the Rice University in Houston, the U.S.A. and a
bachelor degree in business administration obtained from the Chinese
University of Hong Kong. He has 15 years’ experience in the field of
cosmetic retail and wholesale management, eleven of which gained
from two listed companies in Hong Kong. Mr. Chan is responsible for
planning and supervising the implementation of the Electronics Point of
Sales System. He also assists the Chairman of the Company in policy
setting and strategy development of the Group. He joined the Group in
June 2002.
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Directors and Senior Management Profiles (continued)

Independent Non-Executive Directors

Mr. WONG, Chi Wai, aged 42, is an Independent Non-Executive
Director of the Company since July 2004. Mr. Wong is a Certified
Public Accountant (Practicing) in Hong Kong and an associate member
of the Institute of Chartered Accountants in England and Wales. Mr.
Wong has also been admitted as a barrister of the High Court of Hong
Kong since 1998. Mr. Wong has over 20 years of experience in the
accountancy profession and he currently is the owner of a certified
public accountants firm and an advisor of a law firm. Mr. Wong is an
independent non-executive director of Kin Yat Holdings Limited and
Arts Optical International Holdings Limited, both companies are listed
on the Main Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”).

Dr. CHOW, Ho Ming, aged 46, is an Independent Non-Executive
Director of the Company since July 2004. Dr. Chow obtained his
bachelor of medicine and bachelor of surgery from the Chinese
University of Hong Kong in 1988, diploma of child health from Royal
College of Surgeon in Ireland in 1990 and master of science in
corporate governance and directorship from the Hong Kong Baptist
University in 2006. Dr. Chow has been engaged in private practice
for more than 18 years. He is a member of a number of medical
associations. Dr. Chow had been the honorary clinical lecturer/tutor
of the University of Hong Kong and The Chinese University of Hong
Kong respectively and a member of Medical and Health Services
Subcommittee of Shatin District Board. He is also a fellow of the
Hong Kong Institute of Directors. Currently, Dr. Chow is the founding
honorary consultant of Hong Kong Single Parent Association and the
director and chairman of Hang Lam Medical Centre Limited.

Mr. LO, Hang Fong, aged 45, is an Independent Non-Executive
Director of the Company since September 2004. Mr. Lo graduated
from the University of Bristol with a bachelor of law degree in 1986.
He is currently a partner of a law firm, Stevenson, Wong & Co. Mr.
Lo has been admitted as a solicitor to the High Court of Hong Kong
since 1989. He is also admitted as a solicitor to the Supreme Court
of Singapore in 1995 and the Supreme Court of England and Wales
in 1996. Mr. Lo is currently the independent non-executive director of
Mainland Headwear Holdings Limited, a company listed on the Main
Board of the Stock Exchange.
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Directors and Senior Management Profiles (continued)

Senior Management

Mr. KWONG, Chun Chung, aged 40, is the Financial Controller,
Qualified Accountant and Company Secretary of the Company. Mr.
Kwong holds a master degree in business administration from the
Chinese University of Hong Kong, a master of science degree in
information systems from the Hong Kong Polytechnic University and
a bachelor of laws degree from London University. He is a fellow
member of Hong Kong Institute of Certified Public Accountants and an
associate member of Hong Kong Institute of Chartered Secretaries. He
has over 15 years of experience in auditing, accounting and financial
control. He joined the Group in April 20086.

Ms. HA, Kwok Chu, Rosina, aged 50, is the President of Bonjour
Beauty Limited and she is responsible for the management of
the beauty service of the Group. Ms. Ha obtained a diploma of
cosmetology from the International Cosmetology Association in 1992
and a diploma in cosmetology (Traditional Chinese Medicine) from City
University of Hong Kong in 2003. She also obtained a certificate in
crystal healing issued by International Spa and Beauty College in 2004.
With her fruitful 25 years’ experience in the beauty industries, Ms. Ha
had been appointed as one of the Beauty Industry Training Advisory
Committees by ITACs of Education and Manpower Bureau on 1st
April 2006, responsible for developing, maintaining and updating the
Specification of Competency Standards, and formulate a Recognition
of Prior Learning mechanism for the industry. She joined the Group in
November 2001.

Mr. TSUI, Mang Wai, Eric, aged 42, is the Information Technology
Manager of the Group. Mr. Tsui holds a bachelor degree of Science
in mathematics and computing from the Essex University, United
Kingdom. He has more than 19 years’ experience in software
development and system management. He is responsible for the
EPOS system and overseeing the operation of the Group’s computer
system. He joined the Group in July 2002.
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Corporate Governance Report

Corporate Governance Practices

The Company is committed to the establishment of good corporate
governance practices and procedures. Throughout the year ended
31st December 2007, the Group has complied with the code
provisions prescribed in the Code on Corporate Governance Practices
(“CG Code”) set out in the Appendix 14 to the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”),
except for the deviation from Code Provision A.2.1 which is explained
in the following relevant paragraph.

Directors’ Securities Transactions

The Company has adopted the Model Code set out in Appendix
10 to the Listing Rules as its own code of conduct regarding
securities transactions by the directors of the Company (the “Code”).
Having made specific enquiry of all directors of the Company (the
“Director(s)”), the Company confirmed that all Directors have complied
with the required standard set out in the Code for the year under
review.

Board of Directors
Composition of the Board of Directors

The Board comprises seven Directors, of whom four are Executive
Directors, namely Dr. Ip Chun Heng, Wilson, Ms. Chung Pui Wan, Mr.
Yip Kwok Li and Mr. Chan Chi Chau and, three are Independent Non-
executive Directors, namely Mr. Wong Chi Wai, Dr. Chow Ho Ming
and Mr. Lo Hang Fong. Each of the Directors’ respective biographical
details is set out in the “Directors and Senior Management Profiles” of
this annual report.

The composition of the Board is well balanced with each Director
having sound knowledge, experience and/or expertise relevant to the
business of the Group. To the best knowledge of the Company, there
is no financial, business, family or other material/relevant relationship
among members of the Board save that Ms. Chung Pui Wan and Mr.
Yip Kwok Li is the spouse and brother of Dr. Ip Chun Heng, Wilson,
the Chairman and CEO of the Company, respectively. In the Board’s
opinion, these relationships do not affect the Directors’ independent
judgement and integrity in executing their roles and responsibilities. All
Executive Directors and Independent Non-executive Directors bring a
variety of experience and expertise to the Company.
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Corporate Governance Report (continued)

Board of Directors (continued)

Chairman and Chief Executive

According to the code provision A.2.1 of the CG Code, the roles of
the chairman and the chief executive officer should be separate and
should not be performed by the same individual. During the year,
the Company does not have any officer with the title “chief executive
officer”, but such duties are undertaken by Dr. Ip Chun Heng, Wilson
and Ms. Chung Pui Wan.

On 1st January 2008, Dr. Ip Chun Heng, Wilson has been appointed
as the CEO since the Board considered that Dr. Ip has in-depth
knowledge and experience in the retail sales and cosmetic product
market and is the most appropriate person. Notwithstanding the
above, the Board will review the current structure from time to time.
When at the appropriate time and if candidate with suitable leadership,
knowledge, skills and experience can be identified within or outside
the Group, the Company may make necessary arrangements.

Functions of the Board of Directors

The Company is governed by the Board which is responsible for
directing and supervising its affairs. This Board is accountable to
shareholders for the development of the Group with the goal of
maximizing long-term shareholder’s value, while balancing broader
stakeholder’s interests.

The Board is also responsible for the leadership and control of
the Company, oversee the Group’s businesses and evaluate the
performance of the Group. Besides, the Board also focuses on overall
strategic development of the Group and its policies with particular
attention paid to the growth and financial performance of the Group.
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Corporate Governance Report (continued)

Board of Directors (continued)
Functions of the Board of Directors (continued)

The Board delegates day-to-day operations of the Group to Executive
Directors and management of the Company with department heads
responsible for different aspects of the business/functions, while
reserving certain key matters in making strategic decision for its
approval. When the Board delegates aspects of its management and
administration functions to management, it has given clear directions
as to the powers of management, in particular, with respect to the
circumstances where management shall report back and obtain prior
approval from the Board before making decisions or entering into any
commitments on behalf of the Company.

Independent Non-executive Directors

In compliance with Rule 3.10(1) of the Listing Rules, there are three
Independent Non-executive Directors representing over one-third of
the Board. Among the three Independent Non-executive Directors, Mr.
Wong Chi Wai has appropriate professional qualifications in accounting
or related financial management expertise as required by Rule 3.10(2)
of the Listing Rules.

The Company has received from each of the Independent Non-
executive Directors the written confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company, based on
such confirmation, considers Mr. Wong Chi Wai, Dr. Chow Ho Ming
and Mr. Lo Hang Fong to be independent.

Directors’ Appointment, Re-election and Removal

Each of the Executive Directors has entered into a service contract
with the Company for an initial term of two years commencing from 1st
July 2003, and will continue thereafter until terminated by either party
giving not less than three months’ notice in writing.

Each of the Independent Non-Executive Directors has entered into a
service contract with the Company for a specific term commencing
from 1st July 2007 to 30th June 2008 for Mr. Wong Chi Wai and
Dr. Chow Ho Ming and commencing from 24th September 2007 to
30th June 2008 for Mr. Lo Hang Fong respectively, and will continue
thereafter until terminated by either party giving not less than one
month’s notice in writing.

In accordance with the Company’s articles of association, all Directors
(including Executive Directors and Independent Non-executive
Directors) are subject to retirement by rotation at least once every
three years.
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Corporate Governance Report (continued)

Board of Directors (continued)

Board Meetings and Board Practices

The Board meets at least four times a year, and the Board will also
meet on other occasions when a board-level decision on a particular
matter is required. The Directors will receive details of agenda
items for decision and minutes of committee meetings in advance
of each Board meeting. The Company Secretary is responsible for
distributing detailed documents to Directors prior to the meetings
of the Board to ensure that the Directors are able to make informed
decisions regarding the matters discussed in the meetings so that
they may receive accurate, timely and clear information. All Directors
have access to the advice and services of the Company Secretary
who regularly updates the Board on governance and regulatory
matters. The Company Secretary is also responsible for ensuring the
procedures of the Board meetings are observed and providing to
the Board opinions on matters in relation to the compliance with the
procedures of the Board meetings.

Any Director wishing to do so in the furtherance of his or her duties,
may take independent professional advice at the Company’s expense.
The Directors are encouraged to update their skills, knowledge and
familiarity with the Group through their initial induction, ongoing
participation at Board and Committee meetings, and through meeting
key members of management.

During the year ended 31st December 2007, four meetings were held.
The attendance records for the Directors’ meetings are set out below:

BEEzHER

Directors’ Attendance

HITEE Executive Directors

EH=EL Dr. Ip Chun Heng, Wilson 3/4
EMELZL Ms. Chung Pui Wan 2/4
BRI A Mr. Yip Kwok Li 4/4
PR A Mr. Chan Chi Chau 4/4
BUHEHTEE Independent Non-executive Directors

EARE ST Mr. Wong Chi Wai 4/4
JEGEERE Dr. Chow Ho Ming 3/4
BIERELE Mr. Lo Hang Fong 3/4
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Corporate Governance Report (continued)

Board Committees

Audit Committee

The Company has established an audit committee with written terms
of reference. At present, members of the audit committee comprise
Mr. Wong Chi Wai, Dr. Chow Ho Ming and Mr. Lo Hang Fong, being
the three Independent Non-Executive Directors. Mr. Wong Chi Wai is
the chairman of the committee.

The audit committee acts as an important link between the Board and
the Company’s auditors in matters within the scope of the Group’s
audit. The duties of the audit committee are to review and discuss
on the effectiveness of the external audit and risk evaluation of the
Company, as well as the Company’s annual report and accounts,
interim report and to provide advice and comments to the Board. The
audit committee has reviewed the audited financial statements of the
Company for the year ended 31st December 2007. The Committee
meets regularly with the management and the external auditors to
discuss the audit service plan, accounting principles and practices
adopted by the Group and financial reporting matters. During the year
ended 31st December 2007, four meetings were held to review the
audited financial statements for the year ended 31st December 2006
and the unaudited financial statement for the six months ended 30th
June 2007 with the recommendations to the Board for approval; and
has reviewed the accounting principles and policies adopted by the
Group and its system of internal control. The attendance records for
the audit committee meetings are set out below:

BEEzHER

Directors’ Attendance

ERESERKS Members of the audit committee

B A A Mr. Wong Chi Wai 4/4
[ Dr. Chow Ho Ming 3/4
BlERfE Mr. Lo Hang Fong 3/4
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Corporate Governance Report (continued)

Board Committees (continued)
Remuneration Committee

The Company established a remuneration committee on 16th
September 2005 with terms of reference no less exacting terms than
CG Code. The remuneration committee makes recommendations to
the Board on the Company’s policy and structure for remuneration
packages of all the Directors and senior management. No committee
member should be involved in deciding his own remuneration. The
remuneration committee consists of three members, including two
Independent Non- executive Directors, namely Mr. Wong Chi Wai and
Dr. Chow Ho Ming, and the Chairman, CEO and Executive Director,
Dr. Ip Chun Heng, Wilson. Dr. Chow Ho Ming is the chairman of the
committee. During the year ended 31st December 2007, one meeting
was held to review the remuneration packages of all the Directors and
the senior management, The attendance records for the remuneration
committee meeting are set out below:

BEEzHER

Directors’ Attendance

FWESERS Members of the remuneration committee

JEVERE Dr. Chow Ho Ming 0/1
MM A Mr. Wong Chi Wai 1/1
BTt Dr. Ip Chun Heng, Wilson 1/1
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Corporate Governance Report (continued)

Board Committees (continued)
Nomination Committee

The Company established a nomination committee on 16th September
2005 with terms of reference no less exacting terms than the CG
Code. The nomination committee is responsible for nominating
potential candidates for directorship based on the candidates’
qualifications, business experience and suitability to the Company,
reviewing the nomination of Directors, making recommendations to
the Board on such appointments and assessing the independence of
the Independent Non-executive Directors. The nomination committee
consists of three members, including two Independent Non-executive
Directors, namely Mr. Wong Chi Wai and Mr. Lo Hang Fong and the
Chairman, CEO and Executive Director, Dr. Ip Chun Heng, Wilson.
Mr. Lo Hang Fong is the chairman of the committee. During the
financial year ended 31st December 2007, two meetings were held
to review the structure, size and composition of the Board, assess
the independence of Independent Non-executive Directors, and make
recommendations to the Board relating to the renewal services of
Independent Non-executive Directors. The attendance records for the
nomination committee meetings are set out below:

BEEzHER

Directors’ Attendance

BEESEERS Members of the nomination committee

BilEREE Mr. Lo Hang Fong 1/2
EAE A Mr. Wong Chi Wai 2/2
EE=EL Dr. Ip Chun Heng, Wilson 2/2
BEMRZH Accountability and Audit

ESRMBBRRUBRB2EE
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Directors’ Responsibility for the Financial Statements and
Financial Reporting

The Company’s financial statements for the year ended 31st
December 2007 have been reviewed by the audit committee. The
Directors acknowledge their responsibility for preparing the accounts
and presenting a balanced, clear and comprehensive assessment of
the Company’s performance, position and prospects. The Directors
are not aware of any material uncertainties relating to events or
conditions that may cast significant doubt upon the Company’s ability
to continue as a going concern.
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Corporate Governance Report (continued)

Accountability and Audit (continued)
Auditor’s Remuneration

RSM Nelson Wheeler have been appointed as auditor of the Company
with effect from 17th August 2007 to fill the casual vacancy left by the
resignation of PricewaterhouseCoopers and Lau & Au Yeung. For the
year ended 31st December 2007, an amount of totaling HK$880,000
was payable to RSM Nelson Wheeler for their audit services. During
the year, an amount of HK$92,500 was paid to RSM Nelson Wheeler
for providing non-audit services, including taxation advisory services.

Investor and Shareholder Relations

The Board recognizes the importance of maintaining clear, timely
and effective communication with shareholders of the Company and
investors. Therefore, the Board and the Group’s senior management
maintain close communications with investors, analysts, fund
managers and the media by various channels including roadshows,
individual interviews and meetings. The Group specifically assigns Mr.
Chan Chi Chau, an Executive Director, being the contact person of
investor relations to respond the requests for information and queries
from the investors.

The Board also welcomes the views of shareholders on matters
affecting the Group and encourages them to attend shareholders’
meetings to communicate with the Board or Management directly.

Internal Control

The Board had conducted a review of the effectiveness of the Group’s
internal control system. The internal control system is designed to
meet the Group’s particular needs and the risks to which it is exposed,
and by their nature can only provide reasonable, but not absolute
assurance against misstatement or loss.
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Corporate Governance Report (continued)

Internal Control (continued)

Procedures have been set up for safeguarding assets against
unauthorized use or disposition, controlling over capital expenditure,
maintaining proper accounting records and ensuring the reliability
of financial information used for business and publication. Qualified
management throughout the Group maintains and monitors the
internal control system on an ongoing basis.

The Board and the audit committee have delegated an external
independent professional body to conduct an annual review of the
effectiveness of the internal control system of the Group, covering all
material controls, including financial, operation and compliance control,
etc. Based on the assessment made by the external independent
professional body, the Board considered that the internal control
system of the Group are effective and the audit committee have found
no material deficiencies on the internal control system.
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Directors’ Report

The Board have pleasure in submitting their report together with the
audited accounts of the Company and the Group for the year ended
31st December 2007 .

Principal Activities

The principal activity of the Company is investment holding. The
subsidiaries are principally engaged in the retail and wholesale of
beauty and health-care products and the operation of beauty and
health salons in Hong Kong and Macau.

Results

Details of the results and cash flow of the Group for the year ended
31st December 2007, and the state of affairs of the Company and of
the Group as at that date, are set out in the financial statements on
pages 48 to 54.

Dividends

The Board recommend the payment of a final dividend of HK22.2
cents for the year ended 31st December 2007 (2006: Nil).

Closure of Register of Members

The registers of the Company will be closed from Monday, 2nd June
2008 to Thursday, 5th June 2008, both days inclusive, during which
period no transfer of shares will be registered. In order to qualify
for the final dividend for the year ended 31st December 2007 and
to attend the forthcoming annual general meeting, all transfer of
shares, accompanied by the relevant share certificates and transfer
forms, must be lodged with the Company’s branch share registrars
in Hong Kong, Computershare Hong Kong Investor Services Limited,
Shops 1712-1716, 17/F., Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong, for registration no later than 4:30 p.m. on
Friday, 30th May 2008.

Five-Year Financial Summary

A summary of the results and of the assets and liabilities of the Group
for the last five financial years is set out on page 5.

Property, Plant and Equipment

Details of the movements in property, plant and equipment of the
Group are set out in Note 16 to the financial statements on page 85.
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Directors’ Report (continued)

Share Capital

Details of the movements in share capital of the Company are set out
in Note 30 to the financial statements on pages 100 to 101.

Reserves

Movements in the reserves of the Group and of the Company during
the year are set out in Note 31 to the financial statements on pages
102 to 103 and in the consolidated statement of changes in equity on
page 52.

Distributable Reserves

Pursuant to the Companies Law, Cap. 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman lIslands, share premium
and contributed surplus of the Company are distributable to the
shareholders. At 31st December 2007, the Company’s reserves
available for distribution to shareholders amounted in total to
approximately HK$97,430,000 (2006: HK$92,414,000).

Segment Information

An analysis of the Group’s performance for the year by business
segment is set out in Note 8 to the financial statements on pages 76
to 78. No geographical segments analysis is presented as substantially
all the Group’s turnover and contribution to operating profits results
are derived from the operation in Hong Kong.

Share Option Information
Share options are granted to directors, executives and employees
under the Share Option Scheme approved by a resolution in writing
passed by the sole shareholder of the Company on 17th June 2003.
Details of the scheme are as follows:
(A) Purpose
The purpose of the Share Option Scheme is to provide the
Company with a flexible and effective means of incentivising,

rewarding, remunerating, compensating and/or providing benefits
to selected Participants (as defined in note (B)).
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Directors’ Report (continued)

Share Option Information (continued)

(B)

(€

(D)

Who May Join

The Board may, at their absolute discretion, invite any person
belonging to any of the following classes of participants
(“Participant”), to take up options to subscribe for Shares:

(i) any employee holding salaried office or employment under
a contract with the Company, any of its holding companies,
any of their respective subsidiaries and any entity in which
the Company or any of its subsidiaries holds any equity
interest (“Eligible Entity”); and

(i) any executive directors and non-executive directors of any
Eligible Entity.

The Board may offer to grant an option (“Option”) to any
Participant to subscribe for such number of Shares at the option
price as the Board may determine, subject always to any limits
and restrictions specified in the Rules.

Payment On Acceptance of Option Offer

A Participant shall pay the Company HK$1.00 for the grant of an
Option on acceptance of an option offer within 28 days after the
offer date.

Option Price

The option price will be determined by the Board and notified
to an Option-holder. The minimum option price shall not be less
than the higher of:

()  the closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheet on the offer date;

(i) the average closing price of the Shares as stated in the
Stock Exchange’s daily quotations sheets for the five
business days (on which the Stock Exchange is open for
business of dealing in securities) immediately preceding the
Offer Date; and

(i)  the nominal value of the Shares.
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Directors’ Report (continued)

Share Option Information (continued)

(E) Maximum Number of Shares Subject to the Share Option
Scheme

)

(i

(i)

The total number of Shares which may be issued upon
exercise of all Options to be granted under the Share
Option Scheme and any options to be granted under any
other schemes must not in aggregate exceed 10% of the
Shares in issue as at upon completion of the Share Offer
and the Capitalisation Issue. Options lapsed or cancelled in
accordance with the terms of the Share Option Scheme, or
any other schemes will not be counted for the purpose of
calculating the 10% limit in note (E)(i).

With the approval of the shareholders of the Company (the
“Shareholders”), the Board may “refresh” the 10% limit
provided that the total number of Shares which may be
issued upon the exercise of all Options to be granted under
the Share Option Scheme and any other schemes under
the limit as “refreshed” shall not exceed 10% of the Shares
in Issue at the date on which the Shareholders approve the
“refreshed” limit.

Options previously granted under the Share Option Scheme
and any other schemes (including those outstanding,
cancelled, lapsed in accordance with the terms of the
relevant scheme, or exercised options) will not be counted
for the purpose of calculating the limit as “refreshed”.

Subject to the relevant limits as stated in the Share
Option Scheme, the Board may, with the approval of the
Shareholders, grant Options in excess of the 10% limit
to Participants specifically identified before Shareholders’
approval is sought. In such situation, the Company will
send a circular to the Shareholders’ containing a generic
description of the specified Participants who may be granted
such Options, the number and terms of such Options to be
granted and the purpose of granting such Options to the
specified Participants with an explanation of how the terms
of the Options will serve the purpose.
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Directors’ Report (continued)

Share Option Information (continued)

(E)

(F)

(G)

Maximum Number of Shares Subject to the Share Option
Scheme (continued)

(iv) The total number of Shares which may be issued upon
exercise of all outstanding options granted and yet to be
exercised under the Share Option Scheme and any other
schemes shall not exceed 30% of the Shares in issue from
time to time. No Options may be granted under the Share
Option Scheme and any other schemes if this will result in
the limit being exceeded.

Time of Exercise of Options

Subject to the provisions as stated in the Share Option Scheme,
an Option under the Share Option Scheme which is vested
and has not lapsed may be exercised at any time during such
period notified by the Board as not exceeding 10 years from the
Offer Date. The exercise of Options may also be subject to any
conditions imposed by the Board at the time of offer.

Period of the Share Option Scheme

Subject to the Board exercising its right under the Rules to
terminate the Share Option Scheme, this Share Option Scheme
shall be valid and effective for a period of 10 years commencing
on the Adoption Date, after which period no further Options will
be granted. The provisions of the Share Option Scheme shall
remain in full force and effect to the extent necessary to give
effect to the exercise of any Options granted prior to expiry of the
10-year period and which are at that time or become thereafter
capable of exercise under the Rules, or otherwise to the extent as
may be required in accordance with the provisions of the Share
Option Scheme.
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EEERE(E) Directors’ Report (continued)
BREER(Z) Share Option Information (continued)
(H) EXE (H) Administration

EEe/FAEEEEERESTE AR The Board has responsibility for administering the Share Option

W EE SN S IEBIAETE - Scheme. There are no trustees appointed for the purposes of the

Share Option Scheme.

RIEBEZ+F+_A=+—H ' B Details of the share options outstanding as at 31st December

SFEIEEEERRITE CBRETS 2007 which have been granted under the scheme are as follows:

LU

RZBRLE R-BEBLE
-A-H £ R +ZA=1-H e
BE BRH B ] V-7 AuT
Held at Granted Exercised Heldat  Exercise 1AM AHTHE iz
1st January during during 31st December price  Grant Exercise Exercisable
2007 the Year the Year 2007 HK$  date from until

S

Director:

Ritv 400,000 - (400,000) - 0876 ZTI/F I S —E2E

Ip Chun Heng, Wilson NAtH JAV:Eel= AV:IN=

7thAug2006  T7thAug2006  6th Aug 2016
- 1,800,000 - 1,800,000 0934 —BT+F “ESRtE —E+F

mA=1A mA=1H mAZ1AR
30th Apr 2007 30th Apr 2007 2t Apr 2017

ERZ 400,000 - (400,000) - 0876 —ETNE “EEE 25

Chung Pui Wan NAtH JAV:Eel= AV:I=
TthAug2006  TthAug2006  6th Aug 2016

- 1,800,000 - 1,800,000 093 —EEtE g “EtF

mA=1A mA=1A BAZthA
30th Apr 2007 30th Apr 2007 20th Apr 2017

EE7| 300,000 - - 300,000 0876 —ETNE “ERRF B

Yip Kwok Li J\AtH JAV:E= J\AE
7th Aug 2006 7thAug2006  6th Aug 2016

BREM 300,000 - (300,000) - 0876 —ETNE “ERRF B

Chan Chi Chau J\AtH JAV:E= J\AE
TthAug2006  TthAug2006  6th Aug 2016

- 800,000 - 800,000 0934 —ETtE g “EELE

mA=1A mA=1H BAZthA
30th Apr 2007 30th Apr 2007 29th Apr 2017

AftfES
Other
Employees:
720,000 - - 720,000 1650 Z—ZF=F “ET1F -3
T-A=thB -A-H +-A=1+-H
20th Nov 2003 1st Jan 2005 31st Dec 2014
728,000 - - 728,000 3805 C—ETHE “EINE “F-1F
-B-tRH —A-H TZA=1-H
25th Jan 2005 1st Jan 2006 3 st Dec 2015
9,530,000 - (9,450,000) 80,000 0876 ZETNE “ETNE “ERE
AV:E= JAV:Eal= J\R7H
7thAug 2006  7thAug2006  6th Aug 2016
- 6,600,000 (850,000) 5,750,000 0934 —ET+E “ETLE —E—+E
mAZ1H mA=1H mE=t+nH
30th Apr 2007  30th Apr2007  29th Apr 2017
ag.
Total: 12,378,000 11,000,000 (11,400,000) 11,978,000
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Directors’ Report (continued)

Directors

The Directors who held office during the year and up to the date of
this report are:

Executive Directors

Dr. Ip Chun Heng, Wilson
Ms. Chung Pui Wan

Mr. Yip Kwok Li

Mr. Chan Chi Chau

Independent Non-Executive Directors
Mr. Wong Chi Wai
Dr. Chow Ho Ming
Mr. Lo Hang Fong

In accordance with article 108 of the Company’s articles of
association, Mr. Yip Kwok Li, Mr. Lo Hang Fong and Mr. Chan Chi
Chau will retire by rotation at the forthcoming AGM. All the retiring
Directors, being eligible, will offer themselves for re-election at the
forthcoming AGM.

Directors’ and Senior Management’s Biographies

Biographical details of the Directors and senior management of the
Group as at the date of this report are set out on pages 21 to 23.

Directors’ Service Contracts

Each of the Executive Directors has entered into a service contract
with the Company for an initial term of two years commencing from 1st
July 2003, and will continue thereafter until terminated by either party
giving not less than three months’ notice in writing.

Each of the Independent Non-Executive Directors has entered into a
service contract with the Company for a specific term commencing
from 1st July 2007 to 30th June 2008 for Mr. Wong Chi Wai and
Dr. Chow Ho Ming and commencing from 24th September 2007 to
30th June 2008 for Mr. Lo Hang Fong respectively, and will continue
thereafter until terminated by either party giving not less than one
month’s notice in writing.

None of the Directors proposed for re-election at the forthcoming AGM

has a service contract with the Company which is not determinable by
the Company within one year without payment of compensation.
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Directors’ Report (continued)

Directors’ Interests in Contracts

None of the Directors had a material interest, whether directly or
indirectly, in any contract of significance subsisting during or at the
end of the year to which the Company or any of its subsidiaries was a
party.

Directors’ and Chief Executives’ Interests and Short Positions in
the Shares, Underlying Shares and Debentures of the Company or
any Associated Corporation

As at 31st December 2007, the interests of the Directors and the
chief executive of the Company in the shares of the Company or any
of its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFQ”)) disclosed in accordance

R T

with the Listing Rules were as follows:

RAEQAB RS 2R Interest in the shares of the Company
BE
BRETE
FEZHR HEBT
REHE BAZHA
Number of BAtk
BHEE underlying Approximate
(ffi4)  Shares held percentage
=2 BHREE Number of  pursuant to @zt of issued
Name of Directors Capacity and nature Shares (Note 4) share options Total share capital
RETET BREAA 1,400,000 1,800,000 159,560,000 68.19
Dr. Ip Chun Heng, Wilson Beneficial owner
BB a(Mst1) 1,400,000 1,800,000
Interest of spouse (Note 1)
HERR(Fi72) 7,288,000
Joint interests (Note 2)
2REFREREMAMNZS) 145,872,000
Founder of discretionary
trust (Note 3)
BMELT EREAA 1,400,000 1,800,000 159,560,000 68.19
Ms. Chung Pui Wan Beneficial owner
BliBEas(fzt1) 1,400,000 1,800,000
Interest of spouse (Note 1)
R (H2) 7,288,000
Joint interests (Note 2)
2RETEREID AN 145,872,000
Founder of discretionary
trust (Note 3)
R %4 EnfBA 200,000 300,000 500,000 0.21
Mr. Yip Kwok Li Beneficial owner
BEREE EREAA 800,000 800,000 1,600,000 0.68

Mr. Chan Chi Chau
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Directors’ Report (continued)

Directors’ and Chief Executives’ Interests and Short Positions in
the Shares, Underlying Shares and Debentures of the Company or
any Associated Corporation (continued)

Interest in the shares of the Company (continued)

Notes:

1.

Each of 3,200,000 shares are separately held by Dr. Ip Chun Heng,
Wilson and Ms. Chung Pui Wan, the spouse of Dr. Ip Chun Heng, Wilson.
Each of them are taken to be interested in each of 3,200,000 shares by
virtue of the SFO.

2. HERMHHBMESTEIREMELTHFE 2. The shares are held jointly by Dr. Ip Chun Heng, Wilson and Ms. Chung
#E - Pui Wan.

3. EZERHDEPromised Return Limitedfi# 3.  The shares are held by Promised Return Limited, a special vehicle
& o Promised Return LimitedJ3% &% used solely for the purpose of holding the shares for the benefit of a
BEAESAIHAMBERD 2 EP9H# discretionary trust in which Dr. Ip Chun Heng, Wilson and Ms. Chung Pui
B EEsBLIREMELTTHEAH Wan are the founders.

Ao
4, bRz R TYIEITFE - 4. Interests in shares stated above represent long positions.
RAEATMB AR 2 ERE Interest in the subsidiary of the Company
B EROEE R 7
(Hiaz2)
Non-voting deferred
MBLATERE SHORME shares (Note 2)

EERZ Name of Capacity and =] BoOk

Name of Directors the subsidiary nature Number Percentage

=L SRCHE R BB D IR 153,000 51%

Dr. Ip Chun Heng, Wilson ERARI(HET) Personal interests

Bonjour Cosmetic
Wholesale Center
Limited (Note 1)
EMEL T SHLITE B IR EARER 147,000 49%

Ms. Chung Pui Wan

Hrat -

1. SHEERPBEHROLERIFDARARZ 1.

2EMBAR -

2. ZEERERREROEHEBRI - 8K 2

E{EA1.00/87T °

—BRLEER

BRAB(KET) Personal interests
Bonjour Cosmetic
Wholesale Center

Limited (Note 1)

Notes:

Bonjour Cosmetic Wholesale Center Limited is a wholly-owned subsidiary
of the Company.

The non-voting deferred shares are fully-paid and have par value of
HK$1.00 each.
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Directors’ Report (continued)

Directors’ and Chief Executives’ Interests and Short Positions in
the Shares, Underlying Shares and Debentures of the Company or
any Associated Corporation (continued)

Save as disclosed above, as at 31st December 2007, none of the
Directors or the chief executive of the Company had, under Divisions
7 and 8 of Part XV of the SFO, nor were they taken to or deemed to
have under such provisions of the SFO, any interests or short positions
in the shares, underlying shares or debentures of the Company or any
associated corporations (within the meaning of Part XV of the SFO) or
any interests which are required to be entered into the register kept
by the Company pursuant to section 352 of the SFO or any interests
which are required to be notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Companies, was interested in or had any short
position.

Directors’ Rights to Acquire Shares or Debt Securities

Save as disclosed herein, at no time during the year was the Company
or any of its subsidiaries a party to any arrangements to enable the
Directors to acquire benefits by means of the acquisition of shares in,
or debt securities including debentures of, the company or any other
body corporate and none of the Directors, chief executive or their
spouse or children under the age of 18, had any right to subscribe for
securities of the Company or had exercised any such rights during the
year.

Directors’ Interest in Competing Business
During the year, none of the Directors or management shareholders
of the Company (as defined in the Listing Rules) has an interest in a

business which compete or may corporate with the business of the
Group.
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Directors’ Report (continued)

Substantial Shareholders’ Interests and Short Positions in the
Shares and Underlying Shares of the Company

As at 31st December 2007, the interests and short positions of the
following persons, other than Directors and chief executive of the
Company, in the issued share capital of the Company which have
been disclosed to the Company pursuant to Division 2 and 3 of
Part XV of the SFO have been recorded in the register kept by the
Company pursuant to section 336 of the SFO:

HEREBY

AAL

RPEREE (HaF1) Approximate
Total interests percentage

in shares (Note 1) of interests

Promised Return Limited (Note 2)(#15%2)
Deco City Limited (Note 2)(#1:£2)

DBS Trustee H.K. (Jersey) Limited (Note 2)(/#13%2)

HiEt
1. EXPratz AR TIIEER -

2. Promised Retumn Limited ([ Promised Retumn ])
Jh@Deco City Limited2 & #7%4  MDeco
City Limitedfl]5—EhA2#{57EHE£DBS
Trustee H.K. (Jersey) Limited@#E2 &
BZRAR ZEREAESZZIEZAR
FEe=EL((EEL ) REMEL L
(TEXRNDZREKE » Promised Return
DEANFR2EELESABIZAM
BAERMDZEPIEE - REZMKRZA
53+ Promised Return 2 f%# % Bl i & 18
T REARFBES1%N40% c RZTZT=F
NA++EBR - EE L RE K Promised
Returnz & &0 2 31 TIR A8 :% TDeco City
Limited °

B EXPREESN R -_TELFE+ A
=t—8 BEEWALRARREHET
PR R A IR B E 2 M B IR DI EXVER SR
2R EIDMAMA R R WE 2 s M

NN
KA e

—BRLEER

145,872,000 62.34%
145,872,000 62.34%
145,872,000 62.34%
Notes:
1. Interests in shares stated above represent long positions.

2. Promised Return Limited (“Promised Return”) is wholly-owned by Deco
City Limited which in turn is a company indirectly wholly-owned by a
discretionary trust, DBS Trustee H.K. (Jersey) Limited, which beneficiaries
comprise family members of Dr. Ip Chun Heng, Wilson (“Dr. Ip”) and
Ms. Chung Pui Wan (“Mrs. Ip”). Promised Return is a special vehicle
used solely for the purpose of holding the Shares for the benefit of the
discretionary trust referred to above. As at the date of its incorporation,
Promised Return was held as to 51% and 49% by Dr. Ip and Mrs. Ip
respectively. On 17th June 2003, Dr. Ip and Mrs. Ip transferred the entire
issued share capital of Promised Return to Deco City Limited.

Save as disclosed above, no person was interested in or had any
short position in the issued share capital of the Company which would
fall to be disclosed to the Company under Divisions 2 and 3 of Part XV
of the SFO as at 31st December 2007.
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Directors’ Report (continued)

Purchase, Sale or Redemption of Securities

During the year, the Company repurchased a total of 3,024,000
ordinary shares of the Company at an aggregate consideration of
HK$3,819,600 on the Stock Exchange. Details of the repurchases of
such ordinary shares were as follows:

BELERSE BREBRER
Number of 55 =43 HEEE
EmEAH ordinary shares Price per ordinary share Aggregate
Date of repurchase repurchased Highest Lowest purchase price
(1) (¥7T) ()
(HK®) (HK$) (HK®)
“EZ+Ft+A+—H 11th July 2007 1,000,000 1.18 1.12 1,150,080
—TT+F+ A+ A 12th July 2007 60,000 1.20 1.20 72,000
e 2o o s = 17th July 2007 460,000 1.23 1.17 553,800
“TT+FN\AZH 2nd August 2007 336,000 1.40 1.35 459,320
—ETHFEAATEH 17th September 2007 672,000 1.37 1.32 903,440
—ZZHEAAT\R 18th September 2007 496,000 1.38 1.36 680,960
& Total 3,024,000 3,819,600

B [0l 2 K2 7)3,024,0000 T BN F R E
BUETH  MARR B BITRAIREL S
TR ZEERD c EFRAENARF
BEFHEIREIRANERE FHBREFF -
FHEEROBESRBRE 2R EEE
R o

B EXXCRBEE SN ARBHEERMB L
AIRFAMEREE hERBLEARQRIE
fa] EaES

FREFRHAER

FA - AEEZHZARDAEEED RIE
REE 2 RIES.6%K%17.3% » MAKEZ
BRARREREP D RIEANEEZEX5E0.5%
51.0% °

B BRRE

ARRZMBRRZEBHNFESTEHE0
B2 5 BmaRMIFE19 -

FRALEFLRFEEBARR 2RI
MEBRIFDEH CERRITRZAH
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All of the 3,024,000 repurchased ordinary shares of the Company were
cancelled during the year and the issued share capital of the Company
was reduced by the par value thereof. The above repurchases were
effected by the Directors, pursuant to the mandate from shareholders,
with a view to benefit shareholders as a whole in enhancing the net
assets and earnings per share of the Company.

Save as disclosed above, there was no purchase, sale or redemption
by the Company, or any of its subsidiaries, of any listed securities of
the Company during the year.

Major Customers and Suppliers

During the year, the Group’s largest and five largest suppliers
accounted for 5.6% and 17.3% of the Group’s purchases respectively,
and the Group’s largest and five largest customers accounted for 0.5%
and 1.0% of the Group’s turnover respectively.

Investment in Subsidiaries

The activities of the Company’s subsidiaries are set out in Note 19 to
the financial statements on pages 87 to 90.

Management Contracts
No contracts concerning the management and administration of the

whole or any substantial part of the business of the Company were
entered into or existed during the year.
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Directors’ Report (continued)

Connected Transactions

The Group did not enter into any transactions during the year ended
31st December 2007, that would constitute connected transactions
under the Listing Rules.

Pre-emptive Rights

There is no provision for pre-emptive rights under the Company’s
articles of association and there was no restriction against such rights
under the laws of the Cayman Islands.

Public Float

As far as the information publicly available to the Company is
concerned and to the best knowledge of the directors of the
Company, at least 25% of the Company’s issued share capital were
held by members of the public as at the date of this report.

Charitable Donations

During the year ended 31st December 2007, the Group made
charitable donations totaling HK$5,000.

Auditor

The financial statements were audited by RSM Nelson Wheeler. A
resolution to re-appoint the retiring auditor, RSM Nelson Wheeler
will be put at the forthcoming AGM. RSM Nelson Wheeler have
been appointed as auditor of the Company with effect from 17th
August 2007 to fill the casual vacancy left by the resignation of
PricewaterhouseCoopers and Lau & Au Yeung, the joint auditors of
the Company since 2003.

On behalf of the Board
Ip Chun Heng, Wilson
Chairman

Hong Kong, 18th April 2008
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Independent Auditor’s Report

To the shareholders of Bonjour Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Bonjour
Holdings Limited (the “Company”) set out on pages 48 to 108, which
comprise the consolidated and Company balance sheets as at 31st
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.
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Independent Auditor’s Report (continued)

Auditor’s Responsibility (continued)

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 Company and of the Group as at
31st 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, 18th April 2008

47



meEWmE Consolidated Income Statement
HE—ELLFf - A=1+—HIFFZF For the year ended 31st December 2007
—EELF ZETRF
2007 2006
et FETT FEIT
Note HK$’000 HK$'000
EE 2 Turnover 6 1,209,816 1,098,333
HEK A Cost of goods sold (687,418) (658,864)
EF Gross profit 522,398 439,469
HAb A Other income 7 11,081 12,031
AR AN Distribution costs (33,713) (39,648)
THRX Administrative expenses (412,699) (403,807)
HAih & & & Other operating expenses (1,023) (1,204)
R ETRR Profit from operations 86,044 6,841
B A Bk AN Finance costs 9 (1,085) (2,334)
FE(RESEE A B F Share of profits of an associate 255 140
RREBL AR T Profit before tax 85,214 4,647
Frigfif &2 Income tax expense 10 (13,958) (806)
FEZER Profit for the year 11 71,256 3,841
ATFIE B R Attributable to:
RARERFEA Equity holders of the Company 71,256 4,801
DBBR Minority interests - (960)
71,256 3,841
BE Dividends 14 54,812 -
BREF Earnings per share 15
BN Basic HK30.7 centsi&{l HK2.1 centsi& 1l
;31 Diluted HK30.5 centsi&{li  HK2.1 cents#{ll
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ﬁAEE%ﬁﬁ Consolidated Balance Sheet
—EE+FF_H="4—H At 31st December 2007
—EELF ZEER
2007 2006
et FETT FEIT
Note HK$’000 HK$'000
FREEE Non-current assets
W - WE L& Property, plant and equipment 16 32,362 41,633
JEf TR ERTE Prepaid land lease payments 17 1,560 1,586
B Goodwill 18 1,890 1,890
REEE N R Z2IRE Investment in an associate 20 3,115 2,860
HE KBRS Rental and utility deposits 22,830 33,169
IEEFLIE éf@ Deferred tax assets 28 4,775 8,567
66,532 89,705
REEE Current assets
FE Inventories 21 119,788 114,937
FEWE SR Trade receivables 22 11,970 7,698
e lokEZE Rental and utility deposits 20,491 10,630
ERFIE - FTe & Prepayments, deposits and
ﬁmﬁg I EE%X other receivables 23 15,427 11,967
JE s B 4 B FRIE Due from an associate 20 4,088 2,632
BIER A e [e] %RIE Current tax recoverable 81 1,151
IRITRIR S 8% Bank and cash balances 24 122,476 29,636
294,321 178,651
REEE Current liabilities
ENE SR Trade payables 25 98,544 87,949
EERMEER - 2UiET4&  Other payables, deposits received
K EEF S and accrued charges 42,604 33,023
EIEW 25 Deferred revenue 35,753 40,083
REAIRITIE R ZBNEAEESH  Current portion of long-term
bank borrowings 26 178 168
REHASRITIE K Short-term bank borrowings 26 - 21
2B E R Trust receipt loans 26 18,740 18,322
RITEX Bank overdrafts 26 508 6,691
BEHEERIE Finance lease payables 27 148 102
BNEARTA B (& Current tax liabilities 8,708 1,430
205,183 187,789
REEE (A8 FHE Net current assets/(liabilities) 89,138 (9,138)
BEERTBERS Total assets less current liabilities 155,670 80,567
—EELEFEFR 49



REEESEBRE) Consolidated Balance Sheet (continued)
R=—FELF—H=+—H At 31st December 2007
—EELF ZETRF
2007 2006
et FETT FEIT
Note HK$’000 HK$'000
EREBEE Non-current liabilities
RAEIRTTIER Long-term bank borrowings 26 334 513
BEMHEERIE Finance lease payables 27 305 247
RERGESEE Long service payment liabilities 29 354 231
993 991
EEFE NET ASSETS 154,677 79,576
EXRRFE Capital and reserves
R Share capital 30 2,340 2,256
G Reserves 31 152,337 77,320
ERE TOTAL EQUITY 154,677 79,576

RZZZNFEATN

REZ=aE -
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Ip Chun Heng, Wilson
BERT
Director

EF

Approved by the Board of Directors on 18th April 2008.

Chung Pui Wan
Director

EF
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EEEER Balance Sheet
R—FEELFLZH=1+—H At 37st December 2007
—EELF —EER
2007 2006
Bt FETT FET
Note HK$’000 HK$’000
ERBEE Non-current assets
i) VNI g Investments in subsidiaries 19 34,041 34,041
REEE Current assets
FEU B B A Bl R IE Due from subsidiaries 19 81,613 76,309
e RKEZRS Rental and utility deposits - 27
RITRIR SR Bank and cash balances 24 23,564 5,742
105,177 82,078
REBEE Current liabilities
FER B A R FRIE Due to subsidiaries 19 32,492 18,898
EMENEER L ESER  Other payables and accrued charges 4,844 68
RITEX Bank overdrafts - 62
37,336 19,028
REBEERT Net current assets 67,841 63,050
BEERE NET ASSETS 101,882 97,091
BEAXRFE Capital and reserves
P& Share capital 30 2,340 2,256
B Reserves 31 99,542 94,835
MR TOTAL EQUITY 101,882 97,091
N-_ZENEP A+ )\ Approved by the Board of Directors on 18th April 2008.
REESESHE -
Ip Chun Heng, Wilson Chung Pui Wan
BERT EmE
Director Director
EFE EF
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mEEREEBR Consolidated Statement of Changes in Equity
HE_ET+F+-_A=+—HIFFEF For the year ended 31st December 2007
RRABEREAEL
Attributable to equity holders of the Company
Be% A
EXEE fie
RARER it Share- SRR
B Share  Capital A based  REEA B agi
Share  premium redemption Merger ~ payment  Retained @ Minority Total
capital  account reserve reserve reserve profits Total interests equity
TET AL TET AT TET AT FET AT AT
HK$'000 HK$'000 HK$'000 HK$'000  HK$'000 HK$'000  HK$'000 HK$'000 HK$'000
WZEE E—A—H At st January 2006 2,256 50,964 - 415 763 18,684 73,082 900 73,982
EERFRENTER,  Profit for the year and total
BAREZ B8 recognised income and
expense for the year - - - - - 4,801 4,801 (960) 3,841
R e RER Acquisition of minority interests - - - - - - - 960 960
DUREEREM Repayment of loan due to
B3 a minority shareholder - - - - - - - (900) (900)
BRRmXH Recognition of share-based
payments - - - - 1,658 3 1,693 - 1,693
RZEERE At 31st December 2006
T-h=1-H 2,256 50,964 - 415 2,421 23,520 79,576 - 79,576
WZEZHE—-F—H At 1st January 2007 2,256 50,964 - 415 2,421 23,520 79,576 - 79,576
EERFIRENTER 2 Profit for the year and total
WARRS £% recognised income and
expense for the year - - - - - 71,256 71,256 - 71,256
iy Exercise of share options
(Br#t308) (note 30(a)) 114 11,664 - - (1,742) - 10,036 - 10,036
iR Repurchase of shares
(h3om) (note 30(b)) (30) (8,832) 30 - - - (8,832) - (8,832)
ERHRAL A Recognition of share-based
payments - - - - 1,403 - 1,403 - 1,403
BEffRkE Dividends paid - - - - - (3,762) (3,762) - (3,762)
i S At 31st December 2007 2,340 58,796 30 415 2,082 91,014 164,677 - 164,677
T-A=t-H
R&: Representing:
RZETLE At 31st December 2007
+-A=t+-H after proposed final dividend
(RERERER) 99,865
BEFERE Proposed final dividend 54,812
RRRBERBA Equity attributable to equity
felbiEs holders of the Company 154,677
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FERERER
BE-FFEf A= +—AIHEE

Consolidated Cash Flow Statement
For the year ended 31st December 2007

—EELF —EER
2007 2006
Htat FHET FEIT
Note HK$’000 HK$'000
REXBIEE CASH FLOWS FROM OPERATING
HERE ACTIVITIES
B % B v A Profit before tax 85,214 4647
AT SEEL AR Adjustments for:
B & B AN Finance costs 1,085 2,334
JEARER S N DA A Share of profits of an associate (255) (140)
FEMA Interest income (455) (207)
RHIRTE &M, (#[E)  Provision for/(write back of)
long service payment 123 (905)
AR Bad debts written off 2 _
2Rz EfiRe Deposit paid forfeited 450 -
e Depreciation 19,468 22,717
Fa i~ + b AR S OB Amortisation of prepaid land lease
payments 26 26
HEME  BENEE (Gain)/loss on disposals of property,
(Wz),/ K18 plant and equipment (44) 1,047
I FERE Write-back of
slow-moving inventories (163) (262)
MiEmE - WHE Written off of property, plant
& and equipment 827 724
A& 15 3 1+ Share-based payments 1,403 1,693
BEESEHRIZ Operating profit before working
R capital changes 107,681 31,674
FEgm), b (Increase)/decrease in
inventories (4,688) 15,505
R E SRR (Increase)/decrease in trade
(), W receivables (4,274) 337
HeRKEZESRHLD Decrease/(increase) in rental and
(#&5n) utility deposits 28 (1,266)
TERFRIA ~ 3] RHAD (Increase)/decrease in prepayments,
FEURBR X (3E40) R deposits and other receivables (3,460) 72
FERTE SRR Increase/(decrease) in
i,/ O ) trade payables 10,595 (7,236)
Hip TR - B Increase/(decrease) in other payables,
HE 35153 deposit received and accrued
i,/ O ) charges 9,581 (4,051)
B SR D Decrease in deferred revenue (4,330) (11,317)
REEBMEEZRE Cash generated from operations 111,133 23,718
EREBNEH Hong Kong profits tax paid (1,998) (5,908)
BAEENFIEE Overseas profits tax paid (232) (182)
EREEENER Hong Kong profits tax refunded 412 1,716
2RFLE Interest paid (1,085) (2,334)
REETES Net cash generated from
I ERE operating activities 108,230 17,010
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BE—FFLF1 _A=1—HILFE

Consolidated Cash Flow Statement (continued)

For the year ended 31st December 2007

—EZEF —ERERF
2007 2006
Htat FHETT FET
Note HK$’000 HK$'000
REZHFRELRESHE CASH FLOWS FROM INVESTING
ACTIVITIES
WHEHIEB A Acquisition of a subsidiary - (930)
Hﬂl%ﬂ?ﬁ%’& Acquisition of an associate - (2,720)
RYESEZERK Loans to directors - (389)
BTHERRZER Loans to associate (1,456) (2,632)
EUCHLE Interest received 455 207
BAME  BENMRE Purchases of property, plant and
equipment (10,922) (16,492)
HEWE  BEMERE Proceeds from disposals of property,

Fri82m plant and equipment 170 301
BB TIEIR S F5E Net cash used in investing activities (11,753) (22,655)
METBREEZ CASH FLOWS FROM FINANCING

RERE ACTIVITIES
E%ﬁ?ﬂa = Repayment of bank borrowings (190) (6,736)

&S 2 RHA R A2 B Long-term and short-term

IRITIEFK bank borrowings raised — 254
=R B RUE N Increase in trust receipt loans 418 1,274
EEEMNRERER Repayment of finance lease payables (124) (103)
A+ %&&%%ﬁ}i%ﬁ%ﬁ?ﬂ Repayment of loan due to a minority

shareholder - (900)

BITRIDFTIS IR Proceeds from issue of shares 10,036 -
A BE Repurchase of shares (3,832) -
SN VNI 3 Dividends paid to equity holders

BB AZRE of the Company (3,762) -
BB EEFTES,(Fr#)  Net cash generated from/(used in) financing

2B & activities 2,546 (6,211)
HeRBESEEY NET INCREASE/(DECREASE) IN

', ORd) B CASH AND CASH EQUIVALENTS 99,023 (11,856)
R—B—BzEER CASH AND CASH EQUIVALENTS

HEZEY AT 1ST JANUARY 22,945 34,801
R+=ZA=+—-HB2 CASH AND CASH EQUIVALENTS

HENRBEESZEY AT 31ST DECEMBER 121,968 22,945
ReERAESEEYIN ANALYSIS OF CASH AND

CASH EQUIVALENTS
RITRIR S AR Bank and cash balances 24 122,476 29,636
RITEX Bank overdrafts 26 (508) (6,691)
121,968 22,945
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Notes to the Financial Statements
For the year ended 31st December 2007

General Information

The Company was incorporated in the Cayman lIslands as an
exempted company with limited liability under the Companies
Law of the Cayman Islands. The address of its registered office
is Clifton House, 75 Fort Street, George Town, Grand Cayman,
Cayman lIslands and its principal place of business is 10/F.,
Bonjour Tower, 3 Yuk Yat Street, Tokwawan, Kowloon, Hong
Kong. The Company’s shares are listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 19 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
that are relevant to its operations and effective for accounting
periods beginning on or after 1st 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 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 Stock Exchange and by
the Hong Kong Companies Ordinance.

These financial statements have been prepared under the
historical cost convention.
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Significant Accounting Policies (continued)

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

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

(@) Consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up
to 31st 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.

In the Company’s balance sheet the investments in
subsidiaries are stated at cost less allowance for impairment
losses. The results of subsidiaries are accounted for by the
Company on the basis of dividends received and receivable.
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3.

Significant Accounting Policies (continued)

(b) Business combination and goodwill

(c)

The purchase method of accounting is used to account for
the acquisition of subsidiaries by the Group. The cost of an
acquisition is measured as the fair value of the assets given,
equity instruments issued and liabilities incurred or assumed
at the date of exchange, plus costs directly attributable to
the acquisition. ldentifiable assets, liabilities and contingent
liabilities of the subsidiary in an acquisition are measured at
their fair values at the acquisition date.

The excess of the cost of acquisition over the Group’s share
of the net fair value of the subsidiary’s identifiable assets,
liabilities and contingent liabilities is recorded as goodwill.
Any excess of the Group’s share of the net fair value of the
identifiable assets, liabilities and contingent liabilities over the
cost of acquisition is recognised in the consolidated income
statement.

Goodwill is tested annually for impairment and carried at
cost less accumulated impairment losses. Impairment losses
of goodwill are recognised in the consolidated income
statement and are not subsequently reversed. Goodwill
is allocated to cash-generating units for the purpose of
impairment testing.

Associates

Associates are entities over which the Group has significant
influence. Significant influence is the power to participate
in the financial and operating policies of an entity but is not
control or joint control over those policies. The existence and
effect of potential voting rights that are currently exercisable
or convertible are considered when assessing whether the
Group has significant influence.

Investment in an associate is accounted for in the
consolidated financial statements by the equity method of
accounting and is initially recognised at cost. Identifiable
assets, liabilities and contingent liabilities of the associate
in an acquisition are measured at their fair values at the
acquisition date. The excess of the cost of acquisition over
the Group’s share of the net fair value of the associate’s
identifiable assets, liabilities and contingent liabilities is
recorded as goodwill. The goodwill is included within the
carrying amount of the investment and is assessed for
impairment as part of the investment. Any excess of the
Group’s share of the net fair value of the identifiable assets,
liabilities and contingent liabilities over the cost of acquisition
is recognised in the consolidated income statement.
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3.

Significant Accounting Policies (continued)

()

(d)

Associates (continued)

The Group’s share of an associate’s post-acquisition
profits or losses is recognised in the consolidated income
statement, and its share of the post-acquisition movements
in reserves is recognised in the consolidated reserves. The
cumulative post-acquisition movements are adjusted against
the carrying amount of the investment. When the Group’s
share of losses in an associate equals or exceeds its interest
in the associate, including any other unsecured receivables,
the Group does not recognise further losses, unless it has
incurred obligations or made payments on behalf of the
associate. If the associate subsequently reports profits, the
Group resumes recognising its share of those profits only
after its share of the profits equals the share of losses not
recognised.

The gain or loss on the disposal of an associate 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 associate which was not previously charged
or recognised in the consolidated income statement and also
any related accumulated foreign currency translation reserve.

Unrealised profits on transactions between the Group and
its associates are eliminated to the extent of the Group’s
interests in the associates. Unrealised losses are also
eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies of
associates have been changed where necessary to ensure
consistency with the policies adopted by the Group.

Foreign currency translation
(i) Functional and presentation currency

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

(d) Foreign currency translation (continued)

(ii)

(iii)

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.
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3.

Significant Accounting Policies (continued)

(d) Foreign currency translation (continued)

(e)

(iii) Translation on consolidation (continued)

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

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at the
closing rate.

Property, plant and equipment

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

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the cost
of the item can be measured reliably. All other repairs and
maintenance are 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 a straight-line basis.
The principal annual rates are as follows:

Buildings 2%

Leasehold improvements Over the period of
lease or their
expected useful
lives to the Group
whichever is shorter

Furniture, fixtures and equipment 20%

Motor vehicles 30%
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3.

Significant Accounting Policies (continued)

(e) Property, plant and equipment (continued)

()

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

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.

Leases

(i)

(ii)

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 the lessor) are expensed in
the income statement on a straight-line basis over the
lease term.

Finance leases

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

The corresponding liability to the lessor is included
in the 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 of
interest on the remaining balance of the liability.

Assets under finance leases are depreciated the same
as owned assets.
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3.

Significant Accounting Policies (continued)

(9)

(h)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the first-in, first-out basis.
Cost represents the invoiced cost of inventories which
include all costs of purchase, costs of conversion and other
cost incurred in bringing the inventories to their present
location and condition. Net realisable value is the estimated
selling price in the ordinary course of business, less the
estimated costs of completion and the estimated costs
necessary to make the sale.

Recognition and derecognition of financial instruments

Financial assets and financial liabilities are recognised in
the 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.
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3.

Significant Accounting Policies (continued)

0}

@)

(k)

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.

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.

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.
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3.

Significant Accounting Policies (continued)

0

(m)

(n)

(o)

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.

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 is shown net of returns, rebates and discounts and
after eliminating sales within the Group.

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

Revenue from 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.
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 income statement. The remaining value of packages
is classified as deferred revenue under current liabilities at
the end of the year. Upon expiry of prepaid packages, the
corresponding deferred revenue is fully recognised.
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3.

Significant Accounting Policies (continued)

(o) Revenue recognition (continued)

(p)

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

Commission income is recognised on an accrual basis.

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

Employee benefits

(i)

(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.

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.

Subsidiaries incorporated in the People’s Republic of
China (“PRC”) participate in the retirement schemes
operated by the local authorities for the Group’s
employees in the PRC. Contributions to these schemes
are charged to the income statement when incurred.
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3.

Significant Accounting Policies (continued)
(p) Employee benefits (continued)
(iii) Long service payment liabilities

The Group’s net obligation in respect of long service
amounts payable on 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 services in the
current and prior periods.

The long service payment liabilities are assessed using
the projected unit credit method. The cost of providing
the long service payment liabilities is charged to the
income statement so as to spread the costs over the
service lives of employees in accordance with the
advice of the actuaries who carried out a valuation as at
31st December 2007.

The long service 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.

(q) Share-based payments

The Group issues equity-settled share-based payments
to certain directors and 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.
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3.

Significant Accounting Policies (continued)

()

(s)

Borrowing costs

All borrowing costs are recognised in the income statement
in the period in which they are incurred.

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 and an
associate 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.
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3.

Significant Accounting Policies (continued)

(s) Taxation (continued)

®

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.

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:

()  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;

(i) the party is an associate;
(i) 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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3.

Significant Accounting Policies (continued)

(u) 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 business segments be
presented as the primary reporting format and geographical
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, goodwill, 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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3.

Significant Accounting Policies (continued)

v)

Impairment of assets

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

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

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.
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3.

Significant Accounting Policies (continued)

(w) 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.

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.
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Key Sources of Estimation Uncertainty (continued)

(b)

(c)

(d)

(e)

Income taxes

The Group is subject to income taxes in several jurisdictions.
Significant estimates are required in determining the
provision for income taxes. There are many transactions
and calculations for which the ultimate tax determination
is uncertain during the ordinary course of business. Where
the final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will
impact the current tax and deferred tax provisions in the
period in which such determination is made.

Impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating unit
to which goodwill has been allocated. The value in use
calculation requires the Group to estimate the future cash
flows expected to arise from the cash-generating unit and
a suitable discount rate in order to calculate the present
value. The carrying amount of goodwill at the balance
sheet date was HK$1,890,000 and HK$2,658,000 (2006:
HK$1,890,000 and HK$2,658,000). Details of the estimation
of the value in use are provided in note 18 and 20 to
financial statements respectively.

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.

Share-based payment expenses

The fair value of the share options granted to the directors
and employees determined at the date of grant of the
respective share options is expensed over the vesting
period, with a corresponding adjustment to the Group’s
share-based payment reserve. In assessing the fair value of
the share options, the Black-Scholes option pricing model
(the “Black-Scholes Model”) was used. The Black-Scholes
Model is one of the generally accepted methodologies used
to calculate the fair value of the share options. The Black-
Scholes Model requires the input of subjective assumptions,
including the expected dividend yield and expected life of
options. Any changes in these assumptions can significantly
affect the estimate of the fair value of the share options.
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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)

(b)

Foreign currency risk

The Group has minimal exposure to foreign currency risk
as most of its business transactions, assets and liabilities
are principally denominated in the functional currency of
Group entities. The Group currently does not have a foreign
currency hedging policy in respect of foreign currency
transactions, assets and liabilities. The Group will monitor its
foreign currency exposure closely and will consider hedging
significant foreign currency exposure should the need arise.

Credit risk

The carrying amount of the cash and bank balances, trade
and other receivables and amount due from an associate
included in the balance sheet represents the Group’s
maximum exposure to credit risk in relation to the Group’s
financial assets.

The Group has no significant concentrations of credit risk.

It has policies in place to ensure that wholesale sales of
products are made to customers with an appropriate credit
history. Sales to retail customers are made in cash or via
major credit cards. Amount due from an associate is closely
monitored by the directors. These related to a number of
independent customers for whom there is no recent history
of default.

The credit risk on cash and bank balances is limited because

the counterparties are banks with high credit-ratings
assigned by international credit-rating agencies.
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5. Financial Risk Management (continued)

(c) Liquidity risk

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.

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

—FEMF MFEEF

HAfE HAfE
DPRA—F Between Between BBARAE
Less than 1 and 2 and Over
1 year 2 years 5 years 5 years
FET FET FET FET
HK$’000 HK$’000 HK$’000 HK$'000
R-BEELF At 31st December 2007
+=—A=+—H
RITRER Bank borrowings 707 199 150 -
BEMRERE Finance lease payables 165 347 - -
B 5 MEMERTK Trade and other payables 141,148 - - -
IR E R Trust receipt loans 18,740 - - -
R-ZBERE At 31st December 2006
+=—HA=+—8H
RITER Bank borrowings 6,913 199 349 -
BERERE Finance lease payables 111 150 119 -
o5 hEMERNK Trade and other payables 120,972 - - -
IR ER Trust receipt loans 18,322 - - -

(d) FIRmEK

ARER B P IE 3 2 Y SRR 2 R
- BEREFRE
B ZEERREERMSZ
FRNEREEERTREE

BERITER

(d) Interest rate risk

The Group’s exposure to interest-rate risk arises from its
bank deposits, borrowings and trust receipt loans. These
deposits and borrowings bear interests at variable rates
varied with the then prevailing market condition.
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5.

Financial Risk Management (continued)

(d)

(e)

Interest rate risk (continued)

At 31st 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$157,000 lower (2006: HK$200,000 higher),
arising mainly as a result of lower (2006: higher) interest
income from bank deposits. 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$157,000 higher (2006: HK$200,000 lower), arising
mainly as a result of higher (2006: lower) interest income
from bank deposits.

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.

Turnover

The Group’s turnover which represents sales of goods and

FREWANT services to customers are as follows:
—EELF —EFER
2007 2006
FETT FET
HK$°000 HK$’000
HE R m Sales of merchandise 1,076,492 986,882
ENER R 2 WA Service income of beauty treatment services 101,878 73,693
R famiaftztEl Recognition of service income attributable to
JE(G RS UM A58 expired prepaid packages 16,558 22,772
Al A Commission income 14,888 14,986
1,209,816 1,098,333
7. HMkA 7. Other Income
—E2EF —EER

2007 2006
FET FET
HK$°000 HK$'000
HRITHLEHA Bank interest income 455 207
AeWA Rental income 6,974 9,252
HEauA Other income 3,652 2,572
11,081 12,031
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8. Segment Information

The Group’s principal operation is organised into two business
segments including (i) wholesaling and retailing of beauty and
health-care products and (i) operation of beauty and health

salons.

The segment information for the year ended 31st December 2007

BzoBEERNT : are as follows:
HEREEXR rEMe
REEM &R
Wholesaling REDD
and retailing of Operation
beauty and of beauty
health-care  and health EIE] @gt
products salons  Elimination Total
FET FET FET FHET
HK$°000 HK$°000 HK$’000 HK$'000
DN Segment revenue
BEE Turnover
HHMKE External revenue 1,091,380 118,436 - 1,209,816
vy il Inter segment revenue 1,128 - (1,128) -
1,092,508 118,436 (1,128) 1,209,816
DREE Segment results 59,373 15,590 74,963
HAA Other income 11,081
FE( B A Rl Share of profits of an associate 255 - - 255
B TORT Profit from operations 86,299
MEMK Finance costs (1,085)
B 258 A Profit before tax 85,214
FrERiB Y Income tax expense (13,958)
FERF Profit for the year 71,256
NIREE Segment assets 294,417 64,108 (18,247) 340,278
REE N R ZIRE Investment in an associate 3,115 - - 3,115
KA AREE Unallocated corporate assets 17,460
REE Total assets 360,853
PEBE Segment liabilities 132,093 83,110 (18,247) 196,956
RAOEARIBE Unallocated corporate liabilities 9,220
FEN=R Total liabilities 206,176
HMHEER Other segment information:
éf$ i Capital expenditure 3,150 8,000 - 11,150
rE M Depreciation and amortisation 8,668 10,826 - 19,494
HEMIEEEHY Other non-cash expenses 2,901 937 - 3,838
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8. Segment Information (continued)

are as follows:

The segment information for the year ended 31st December 2006

HBERTEER b
RIZEm E 4
Wholesaling REEFRL
and retailing of Operation
beauty and of beauty
health-care and health i 4=t
products salons Elimination Total
FET FET T FET
HK$’000 HK$’000 HK$'000 HK$'000
AW Segment revenue
EEE Turnover
M External revenue 1,001,868 96,465 - 1,098,333
DAER U ES Inter segment revenue 142 - (142) -
1,002,010 96,465 (142) 1,098,333
DS Segment results (3,423) (1,767) (5,190)
Hig A Other income 12,031
e B 2 Al Share of profits of an associate 140 - - 140
IR E T Profit from operations 6,981
BERKA Finance costs (2,334)
B A5 A Profit before tax 4,647
Fr8fim X Income tax expense (806)
FEEF Profit for the year 3,841
NEEE Segment assets 227,499 39,734 (27,588) 239,645
REERRZRE Investment in an associate 2,860 - - 2,860
RO AREE Unallocated corporate assets 25,851
REE Total assets 268,356
DEEE Segment liabilities 141,686 72,572 (27,588) 186,670
F N /NGIN=L Unallocated corporate liabilities 2,110
BaE Total liabilities 188,780
HinpkaEH Other segment information:
VNGB Capital expenditure 4,994 11,408 - 16,492
e K Depreciation and amortisation 10,536 12,207 - 22,743
EMIEREHY Other non-cash expenses 2,826 793 - 3,619
—EBLFEER 77
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8. Segment Information (continued)

customers in Hong Kong.

No segment information by location of assets and capital
expenditure is presented as substantially all the Group’s assets
are located in Hong Kong. No analysis of turnover and segment
results by location of customers is presented as the Group
sells substantially all merchandise and provides all services to

9. MERK 9. Finance Costs
—E2EF ZETRE
2007 2006
FHET FET
HK$’000 HK$'000
WITERNES 2 Interest expense on bank loans and overdrafts
FEMAX 1,072 2,325
EREER Finance lease charges 13 9
1,085 2,334
10. FrSHiBAx 10. Income Tax Expense
—E2BtEF ZETRF
2007 2006
FET FEIT
HK$’000 HK$'000
BVERTEIE — BB NG Current tax — Hong Kong Profits Tax
NEERHE Provision for the year 10,361 341
BEFEE(BRERE) (Over)/under-provision in
BETRE prior years (334) 8,157
10,027 8,498
BEARR TR — 85k Current tax — Overseas
REFZ R Provision for the year 89 182
BEFEBRETIRS Under/(over)-provision in
(HERERHE) prior years 50 (140)
139 42
RIERIA (M at28) Deferred tax (Note 28) 3,792 (7,734)
13,958 806

EENEHEEE ST tF+ A
=+ —HBIEFE 2 (HET R & R A
HMEATS5%(ZBERF

s
= o
Ft

78

17.5%) &t ended 31st December 2007.

Hong Kong Profits Tax has been provided at the rate of 17.5%
(2006: 17.5%) on the estimated assessable profit for the year
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10.

Income Tax Expense (continued)

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

The reconciliation between the income tax expense and the
product of profit before tax (excluding share of profits of an

TR ZERAENT ¢ associate) multiplied by the Hong Kong Profits Tax rates is as
follows:
—EELF ZETRF
2007 2006
FET FEIT
HK$’000 HK$'000
BRELAT R A (IR Profit before tax (excluding share of

FE(LE & AT A) profits of an associate) 84,959 4,507
BEBRGEHE7.5% Tax at the Hong Kong Profits Tax

STE A rate of 17.5% (2006: 17.5%)

(ZZTTRF - 17.5%) 14,867 788
BERH WA ZRETE Tax effect of income that is not taxable (3,236) (1,497)
TRz 2 s & Tax effect of expenses that are not deductible 495 489
AN ERERTIEEE Tax effect of utilisation of tax losses not

IR E previously recognised (542) (5,246)
BEFEZRIERIEEE Under-provision of deferred tax

BETR assets in prior years (25) (3,226)
RERHEEB Y MEFE  Tax effect of unrecongised tax losses 2,724 1,614
BEFE(GBERE),

BETRE (Over)/under-provision in prior years (284) 8,017
MEARTRABE & Effect of different tax rates of subsidiaries (41) (133)
FriSwif sz Income tax expense 13,958 806

HETEZEARRKRRENR-_ZF

TtFE=ZAtANARBZHPEEEMN

BRESIASREY - BEA—AE

RBISMEE 2 RIS ER25% °

HRERE —TEN\F-A—HEL

o FBUEH AN B 2 iR B M IBHE
FEILTERX -

—EELEER

The new PRC enterprise income tax law passed by the Tenth
National People’s Congress on 16th March 2007 introduces
various changes which include the unification of the enterprise
income tax rate for domestic and foreign enterprises at 25%.
The new tax law will be effective from 1st January 2008. The
impact of the new tax law on the Group’s consolidated financial
statements is not material.
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FEEF 11. Profit for the Year
REBARFE ZHBMEMBR(GFA) The Group’s profit for the year is stated after charging/(crediting)
=S the following:
—EELF ZEERX
2007 2006
FHET FEIT
HK$’000 HK$'000
ZEENEN S Auditor’s remuneration
KEE Current year 900 1,280
FEEGRERE), (Over)/under-provision in prior year (20) 60
BETR
880 1,340
DEFEERK A Cost of inventories sold 687,418 658,864
HIEFER D Write-back of slow-moving inventories (163) (262)
2RKZENERE Deposit paid forfeited 450 -
e Depreciation 19,468 22,717
HEME - BEK&E (Gain)/loss on disposals of property,

(Yezs), /B 18 plant and equipment (44) 1,047
WEEE - BE RHRE Written off of property, plant and equipment 827 724
BE N U 25 FER Net exchange gains (392) (830)
T RIEF 2 KRB AER S Operating lease charge for land and buildings 163,294 163,468
ETIRA  BIFEESHSE  Staff costs, including directors’ emoluments

HERIE Wages and salaries 174,258 162,759

RS 32 1+t Share-based payments 1,403 1,693

RIREFET IR Retirement benefits scheme contributions 6,833 6,798

RERFENBREE Provision for unutilised annual leave 2,312 358

RERESEHE (#E)  Provision for/(write-back of) long service

(#17£29) payment (Note 29) 123 (905)
184,929 170,703
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12. EEREEMS

12. Directors’ and Employees’ Emoluments

(a) EE=HE

(a) Directors’ emoluments

BE-TTLFT-A=+-A
LEE - AEEZBERIM

The remuneration of each director for the year ended 31st
December 2007 were as follows:

T
E-y.¥
BER RRER
ENFE FHEIfRR
Basic salaries, NR#HA  Retirement
allowances (kg2 N ERAR benefits
#4% and benefits Discretionary Share-based scheme @it
Fees in kind bonuses  payments contributions Total
FiEx FiE7 FiE7 FiEx FiEx FiEx
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000 HK$'000
HTES Executive Directors
EESRT Dr. Ip Chun Heng, Wilson - 2,953 2,641 230 180 6,004
BRZEat Ms. Chung Pui Wan - 2,953 2,641 230 180 6,004
ERFI%E Mr. Yip Kwok Li - 875 44 - 12 931
REMEE Mr. Chan Chi Chau - 822 65 102 12 1,001
- 7,603 5,391 562 384 13,940
BUFHTEE  Independent non-executive
Directors
ML Mr. Wong Chi Wai 120 - - - - 120
FERE Dr. Chow Ho Ming 120 - - - - 120
LERLE Mr. Lo Hang Fong 120 - - - - 120
360 - - - - 360
360 7,603 5,391 562 384 14,300
—EBLEER 81



12. EEREEMS(E)

82

(a) ESME(#)

BE_ZT

SALIE R

FE  ARFZEZFZMEH

12. Directors’ and Employees’ Emoluments (continued)

(@) Directors’ emoluments’ (continued)

The remuneration of each director for the year ended 31st
December 2006 were as follows:

FT
558
EUR RINER
ENfla HEEE
Basic salaries, IHE  Retirement
allowances Wi EERR benefits
#4  andbenefits Discretionary ~ Share-based scheme fst
Fees in kind bonuses payments  contributions Total
FET FET FET FET FET FET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HiTES Executive Directors
ERSRT Dr. Ip Chun Heng, Wilson - 3,067 - 62 168 3,297
BRELL Ms. Chung Pui Wan - 3,067 - 62 168 3,297
ZFFLE Mr. Yip Kwok Li - 864 42 46 12 964
BEHEE Mr. Chan Chi Chau - 780 63 46 12 901
- 7,778 105 216 360 8,459
BUXHTEE  Independent non-executive
Directors
B Mr. Wong Chi Wai 10 - - - - 10
[E] AR E Dr. Chow Ho Ming 110 - - - - 110
BEREE Mr. Lo Hang Fong 105 - - - - 105
325 - - - - 325
325 7,778 105 216 360 8,784

FR EFTERRAFATHRE
RS2 25k -

There was no arrangement under which a director waived or
agreed to waive any emoluments during the year.
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12. EEREEMS(E)

(b) EEEEHFAL

FR - AEERLERSHEALT
BREME(ZTEAF  OR)E
FRFIMEHBINLEXZ
D e FREH=ZB(ZFTETX
F—RALZENBENT

12. Directors’ and Employees’ Emoluments (continued)
(b) Five highest paid individuals

The five highest paid individuals in the Group during the
year included 2 (2006: 4) directors whose emoluments are
reflected in the analysis presented above. The emoluments
of the remaining 3 (2006: 1) individuals were set out below.

—EELF TR

2007 2006
FET FET
HK$°000 HK$’000

AR 2R Basic salaries, allowances and
BNz benefits in kind 2,629 420
BIETEAL Discretionary bonuses 56 35
AR B AR 3R Share-based payments 38 77
RIKBFET B Retirement benefits scheme contributions 36 12
2,759 544

HZEALTZMEER THIEE

The emoluments fell within the following bands:

AE

Number of individuals
—EELF —EERF
2007 2006
£ 21,000,000 7T Nil - HK$1,000,00 - 1

1,000,001 7t2 HK$1,000,001 — HK$2,000,000

2,000,000/ 7T 3 -
3 1

FR - AKELER EREAE
EFEMARESHFALTINE
ABE - (FRRRREFMENE
0 BR AN £R (B 5 2 ¥R M Sk Bl BB el 15
(ZTTRF  E|) -

—EELEER

During the year, no emoluments have been paid by the
Group to any of the directors or the highest paid individuals
as an inducement to join or upon joining the Group or as
compensation for loss of office (2006: Nil).
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ARNAERFEAEBGEE RN - 8
¥ ) 47946,000 L (ZEE R F -
815,000 7T) ER AR RIB B E& A
BRIE o

13.

Profit for the year attributable to Equity Holders of the
Company

The profit for the year attributable to equity holders of the
Company included a profit of approximately HK$946,000
(2006: HK$815,000) which has been dealt with in the financial
statements of the Company.

14. RE 14. Dividends
—EELF —EER
2007 2006
FETT FET
HK$°000 HK$’000
FREBR .68z B Interim dividend paid of HK1.6 cents
RHIRE(ZZEENE - &) (2006: Nil) per ordinary share 3,762 -
G 22. 2781 2 BER Proposed final dividend of HK22.2 cents
KRB (ZETE &) (2006: Nil) per ordinary share 51,050 -
54,812 -
15. BREF 15. Earnings per Share
BRELRER Basic earnings per share

AR HEARGERERET
EREAARIREFEEABEAEE
i F#)71,256,0008 L ( ZTERF ¢
4,801,000/8 ) R F AL BT E B
2 DNHEF 19 8231,728,0000% ( —TZ
7NEE 1 225,608,0000% )51 E -

SREBERR

KAREZHEAEBESRESAT
TDiIRBAARERFEE ABEEANE
F14971,256,0008 T ( Z T Z X F -
4,801,000/ 7T ) & @A% 2 N F
15 81233,676,000 % (ZEZT /X F -
225,608,0000% ) (BN A At EF IR E
KEFzFADETE B INETF
5 81231,728,000 % (ZZ T /X F -
225,608,000% ) N E X &HE B &E
BRAETERMRITEBREERD T
2 EBA%1,948,0000% (ZFZT R F ¢
) 2 I EETE o

84

The calculation of basic earnings per share attributable to equity
holders of the Company is based on the profit for the year
attributable to equity holders of the Company of approximately
HK$71,256,000 (2006: HK$4,801,000) and the weighted average
number of ordinary shares of 231,728,000 (2006: 225,608,000) in
issue during the year.

Diluted earnings per share

The calculation of diluted earnings per share attributable to
equity holders of the Company is based on the profit for the year
attributable to equity holders of the Company of approximately
HK$71,256,000 (2006: HK$4,801,000) and the weighted average
number of ordinary shares of 233,676,000 (2006: 225,608,000),
being the weighted average number of ordinary shares of
231,728,000 (2006: 225,608,000) in issue during the year used
in the basic earnings per share calculation plus the weighted
average number of ordinary shares of 1,948,000 (2006: Nil)
assumed to have been issued at no consideration on the deemed
exercise of the share options outstanding at the balance sheet
date.

Annual Report 2007



16. Y% - BMERRE 16. Property, Plant and Equipment
B #E
HENE &L
s Furniture, AE
g Leasehold fixtures and Motor st
Buildings improvements equipment vehicles Total
FET FET FET FET FET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BAE Cost

RZEE F—HF—H At 1st January 2006 533 69,845 33,144 1,973 105,495
INE Additions - 12,903 3,589 - 16,492
HE Disposals - (3,156) (1,191) - (4,347)
b Written off - (1,574) - - (1,574)

E/‘_yw\ﬁﬂ' A=+—H At 31st December 2006

2T+ F—-A—H and 1st January 2007 533 78,018 35,542 1,973 116,066
NE Additions - 6,467 4,468 215 11,150
HE Disposals - - (148) (140) (288)
b Written off - (2,356) (3,928) - (6,284)
RZEE+F+-_A=+—H At 31st December 2007 533 82,129 35,934 2,048 120,644
RAERAE Accumulated

depreciation

and impairment
KRBT F—-H—H At 1st January 2006 64 37,783 16,062 1,656 55,565
AEEITE Charge for the year 11 16,631 5,952 123 22,717
HE Disposals - (2,445) (554) - (2,999)
s Written off - (850) - - (850)

E/‘_yw\ﬁﬂ' A=+—H8 At 31st December 2006

—ZE+E-A—H and st January 2007 75 51,119 21,460 1,779 74,433
$¢J’;Tﬁ% Charge for the year 10 13,518 5,806 134 19,468
& Disposals - - (22) (140) (162)
s Written off - (1,722) (3,735) - (5,457)
RZZZLFTZA=1T—H At 31st December 2007 85 62,915 23,509 1,778 88,282
REE Carrying amount
RZET+F+TZA=1+—H At 31st December 2007 448 19,214 12,425 275 32,362
RZEERF+-_RA=+—H At 31st December 2006 458 26,899 14,082 194 41,633
RZEZ+LF+_A=+—H0 2§ At 31st December 2007 the carrying amount of buildings pledged
HEARERTAE @Zfﬁﬂ% 7w as security for the Group’s bank loans amounted to HK$448,000
EFERMEE A448,0008 (=TT (2006: HK$458,000).

F : 458,000/ 7C) °

RZBZLFF+_A=+—HBEEH At 31st December 2007 the carrying amount of equipment and
BREMEREFRECRERAER motor vehicles held by the Group under finance leases amounted
H {8 A335,0008 T ( ZEENF - to HK$335,000 (2006: HK$276,000).

276,000/ 7T) °
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18.

86

B AERIE 17. Prepaid Land Lease Payments
—EBELE —EER

2007 2006
FET FEIT
HK$’000 HK$'000
m—A—H At 1st January 1,586 1,612
FEA 1 b 7 & FR0E 5 5 Amortisation of prepaid land lease payments (26) (26)
R+=-—A=+—H At 31st December 1,560 1,586

AEBZ AN T A EFTE AR EY
MEBE T2 EE T MEREZR -

N-ZZEE+FE+_A=+—HO K
HEBRFALEEZETERZ
ERzEN I HAEREER®EE
# 1,560,000 L (=2 Z N F -
1,586,000/87C) °

The Group’s prepaid land lease payments represent payments for

land use rights in Hong Kong under long term leases.

At 31st December 2007 the carrying amount of prepaid land
lease payments pledged as security for the Group’s bank loans

amounted to HK$1,560,000 (2006: HK$1,586,000).

[EES 18. Goodwill
FET
HK$’000
R Cost
R-_EBEZXF—HF—H At 1st January 2006 151
A UL B B R R BEIME = M E A Arising on acquisition of additional interest in a subsidiary 1,890
R-ZBENFE+-_A=+—HK At 31st December 2006 and 31st December 2007
—EEHF+-A=+—H 2,041
iR EEE Accumulated impairment losses
R-ZEZXFE—HF—H8 - At 1st January 2006, 31st December 2006 and
—EERF+-_A=+—HK 31st December 2007
—EELF+-A=1+—H 151
BREE Carrying amount
RZZBELF+=—A=+—8H At 31st December 2007 1,890
RZZEERF+—A=+—8 At 31st December 2006 1,890

BEEBEHKREZRE  WOKSE
HENTEXTRREMZIREESE
B ZEBURETRENRZS—
B8 -

Goodwill acquired through business combination is allocated to
the Group’s cash-generating units identified under the wholesaling
and retailing of beauty and health-care products operation which

is a separate segment for impairment testing.
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18.

19.

EmE(E) 18. Goodwill (continued)
ReEEABMZ ] KREEENDRER
ERAFHALECHBEE RS
RIERZERTREEETE - BARF
HZ B R IREHE R ES%HE -
HEHMEATEEZ EE/REN

The recoverable amounts of the cash-generating units have been
determined based on value-in-use calculations using cash flow
projections based on financial budgets approved by management
covering a five-year period. Cash flows beyond the five-year
period are extrapolated using the estimated growth rate of 5%.

T Other key assumptions used for value-in-use calculations are as
follows:

EES Gross margin 59%

FERARIR SRR Z IR & Discount rate applied to cash flow projection 2.64%
REBARZRE 19. Investments in Subsidiaries

RKATH
Company

—E2ELHF —EBERF

2007 2006

FET FET

HK$°000 HK$'000

JELTIRE @ LKA Unlisted investments, at cost 34,041 34,041

FEU, (RERD) KB A R 2 SRE R EIE

;R REETEERS -

R-ETLEF-A=+—AZHB

The amounts due from/(to) subsidiaries are unsecured, interest-
free and have no fixed terms of repayment.

Particulars of the subsidiaries as at 31st December 2007 are as

RNAEIFEBNT follows:
FEEBR ERTHRRAE
BB CARE ST Pk R
Principal Particulars Bokt
B R L) activities of issued LB Attributable
NGES Place of and place of share capital/ Type of equity
Name of companies incorporation operation registered capital legal entity interests
EESHER:
Interests held directly:
EHEEAERAA HERERES REER 3,000 B REE BRAT 100%
Bonjour Group Limited British Virgin Investment holding 1ZTZ EBR Limited liability
Islands 3,000 ordinary shares company
of US$1 each
B H RS -
Interests held indirectly:
EREABRAF 30 hEEBLEHE 2REBREETET AR 100%
Bonjour Beauty Limited Hong Kong EARREHL Timk Limited liability
Operation of beauty 2 ordinary shares company
and health salons of HK$1 each
in Hong Kong
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RBRARZIRE(E)

19. Investments in Subsidiaries (continued)

TEEBR ERTHRRAE
XY EfREd] e Pk AR
Principal Particulars Aotk
SRR L B activities of issued EEER Attributable
NGES Place of and place of share capital/ Type of equity
Name of companies incorporation operation registered capital legal entity interests
BiEsHER ()
Interests held indirectly: (continued)
e EAERERAR RERUES EEEREM 1,000f B REE BRAT 100%
Bonjour Beauty British Virgin BREBER 1EZETZERAR Limited liability
International Limited Islands Investment holding 1,000 ordinary shares company
in Hong Kong of US$1 each
and Macau
SR OEINERRE]  HBERES TERFIREBER 1,000 BREE AR 100%
Bonjour Cosmetic British Virgin Investment holding 1EZETZERAR Limited liability
(Overseas) Limited Islands in Macau 1,000 ordinary shares company
of US$1 each
SRR ILE O BE EEBRERTE 300,0008 SRR E (& BRAR 100%
BRAT Hong Kong EARBER BT EREE Limited liability
Bonjour Cosmetic Wholesaling and ERERR 11,0008 company
Wholesale Center retailing of beauty FREEETZ
Limited and health-care LB
products in 300,000 non-voting
Hong Kong deferred shares of
HK$1 each and
1,000 ordinary shares
of HK$1 each
RN At S 3 R ERFIEEES EHMER BRAT 100%
RBERAR Macau REBER 500,000279 7 Limited liability
Bonjour Macao Trading of beauty Registered capital company
Commercial Offshore and health-care of MOP500,000
Company Limited products in Macau
ERBEMBEESRO B EBEBREERR 100k &R EE ARAA 100%
BRAR Hong Kong {RIEAE BRI PR 7 BT EER Limited liability
Bonjour Medical Science Provision of beauty 100 ordinary shares company
and Technology Beauty and health-care of HK$1 each
Center Limited related consultancy
services in Hong Kong
BREHEmBRATA Bt EBRBRERR 1,000 G REE BRAR 100%
L'avance Cosmetics Hong Kong Investment holding 1B Tz ERR Limited liability
Limited in Hong Kong 1,000 ordinary shares company

of HK$1 each
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19. RMBLARZRE(E)

19. Investments in Subsidiaries (continued)

TEERR ERTHZRE
EEEY CARE ST Pk R
Principal Particulars Aotk
SEA AR 3L 3t 2 activities of issued HEER Attributable
NGES Place of and place of share capital/ Type of equity
Name of companies incorporation operation registered capital legal entity interests
BEsHER: ()
Interests held indirectly: (continued)
EFERERAA BE EBERHERTE 100,000 B EE BRAT 100%
Sheen Honour Hong Kong EARREM BT EBR Limited liability
International Limited Wholesaling and 100,000 ordinary shares company
retailing of beauty of HK$1 each
and health-care
products in
Hong Kong
EZTARAA BE EEREEED 100,000 &R EE BRRA 100%
Win Come Hong Limited ~ Hong Kong REEMD 1B T2 ERR Limited liability
Trading of beauty 100,000 ordinary shares company
and health-care of HK$1 each
products in
Hong Kong
HeZREERERAR  &F Emex 100 BREE ARAA 100%
Royal Health International ~ Hong Kong Inactive 1B T2 EAR Limited liability
(Holdings) Limited 100 ordinary shares company
of HK$1 each
ERARARCEERAR BE EEATEXR 3,000,000 B EE BRRA 100%
Good Merit International Hong Kong RRER BT L@k Limited liability
Enterprise Limited Retailing of beauty 3,000,000 ordinary shares company
and health-care of HK$1 each
products in
Hong Kong
EREHEREERLE A ERBREER 100 BREE ARAA 100%
Bonjour Duty Free Hong Kong Investment holding 1B T2 ERAR Limited liability
Wholesale Center in Hong Kong 100 ordinary shares company
Limited of HK$1 each
AEEEBRAR RERLHES TERFREETR 1REEIET ARAA 100%
Speedwell Group Limited ~ British Virgin REHREZBERRE LB Limited liability
Islands Provision of beauty 1 ordinary share company
and health-care of US$1 each
related consultancy
services in Macau
—EELFER 89
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19. Investments in Subsidiaries (continued)

TEEBR ERTHRRAE
EEHE EfREd] e Pk AR
Principal Particulars Batt
SRR L B activities of issued TEER Attributable
NGES Place of and place of share capital/ Type of equity
Name of companies incorporation operation registered capital legal entity interests
BiEsHER ()
Interests held indirectly: (continued)
2 EEREBRAT EERERES ERFIZEXRE 1REE 1T BRAR 100%
Full Gain Developments British Virgin REER TR Limited liability
Limited Islands Retailing of beauty and 1 ordinary share company
health-care products ~ of US$1 each
in Macau
R EXBRAT B Tmex 100 BREE BRAR 100%
Fine Hero Industrial Hong Kong Inactive BT BBk Limited liability
Limited 100 ordinary shares company
of HK$1 each
Yumei Yugen Kaisha AR Emex 60 SR E & BRAT 100%
Japan Inactive 50,0008 T2 &A% Limited liability
60 ordinary shares company
of JPY50,000 each
eWHER(LB)ARRR  BE EBEBREBER 1R EREE ARAA 100%
Bonjour Beauty (Shanghai) Hong Kong Investment holding 1B EBR Limited liability
Limited in Hong Kong 1 ordinary share company
of HK$1 each
EHERAT & RS 1RERAE BRAT 100%
Richly Fine Limited Hong Kong Inactive 18T LiBR Limited liability
1 ordinary share company
of HK$1 each
BREA(LB)ARRE EBTEXE SR PHNEBERBRAR 100%
PRC REER 2,000,0007% 7T Wholly-owned
Retailing of beauty Registered capital foreign enterprise
and nail-care of HK$2,000,000 and limited liability
products in Shanghai company
EFA(BENMcAm H Tmex SR PHNERERBRAR 100%
BRAFE PRC Inactive 2,000,000 T Wholly-owned
Registered capital foreign enterprise
of U5$2,000,000 and limited liability

company

Annual Report 2007



20. REEATIZRE 20. Investment in an Associate
—EELF ZEETR

2007 2006
FET FET
HK$°000 HK$'000

MNEBZIELTRE Unlisted investment in Hong Kong:
[EIE & EFAE Share of net assets 457 202
[EES Goodwill 2,658 2,658
3,115 2,860
KREBR _ZZTLtF+ = H Details of the Group’s associate at 31st December 2007 are as

=+—BZEERBFENT follows:
TEEBREE NN Pk B
Principal BRTHERAK BAtL
NGIES SR L it B activity and Particulars of EEER Attributable
Name of Place of place of issued share Type of equity
company incorporation operation capital legal entity interests
Wealth China N EERKERERT 500,000/ &R E1{E BRAHE 34%
Development Limited ~ Hong Kong Operation of a BT BBR Limited liability
department store 500,000 ordinary shares company

i KA

HE N B EEHA=ZA=1T—
B RAEEAR -

AEBZBERA M BERGEN

in Hong Kong of HK$1 each

The associate has a financial accounting period of 31st March
which is not coterminous with the Group.

Summarised financial information in respect of the Group’s

™ associate is set out below:
—EELF —ETRF
2007 2006
FET FET
HK$’000 HK$’000

Bn+—-_A=+—~H At 31st December

BEE Total assets 12,580 13,762
BEE Total liabilities (11,236) (13,167)
BEFE Net assets 1,344 595
REESGHE RN 2 EEFE Group’s share of associate’s net assets 457 202

R+ A=+—HBIFE HE Year/period ended 31st December
FEN N Total revenue 167,485 36,543
FE/HEZ 85 Total profit for the year/period 750 412

FE B2 REBE DG Group’s share of associate’s profit
/N el for the year/period 255 140
“EELEFEFR 91
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21.

22.
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RBE QR ZREE)

FEMHE 2 N B 2 AR EIESE - 28
K BB TEIE R

BE AR Q8 (BERERR
EERIR ©EE B )IRERETS -

WeEE BN AT WO R Tz E A
BEAERE  KAKSEEREENR
EERERNFHMBEEZRS R
BIRAMAFHIER K%L - 3EH
BEAENERAZEMEERRN
T

t

20.

Investment in an Associate (continued)

The amount due from an associate is unsecured, interest-free
and have no fixed terms of repayment.

Goodwill acquired for investment in an associate which is a
separate cash-generating units for impairment testing.

The recoverable amounts of the cash-generating units have been
determined based on value-in-use calculations using cash flow
projections approved by management covering a five-year period.
Cash flows beyond the five-year period are extrapolated using
the estimated growth rate of 5%. Other key assumptions used for
value-in-use calculation are as follows:

BRARESRETEITEER 2.64% Discount rate applied to cash flow projection 2.64%

7E 21. Inventories
—EBELF It TN

2007 2006

FET TFET

HK$’000 HK$’000

DAtERE 2 BB SN Merchandise stock for resale 120,685 115,997

B ETETF BB Less: Allowance for slow-moving inventories (897) (1,060)

119,788 114,937

FRN - AEBERRBHETE Z &
% 49163,0008 T (Z T T X F -
262,000 7T) - ZESREE WA A
EFEERAS -

The Group has written-back an allowance of approximately
HK$163,000 for slow-moving inventories for the year (2006:
HK$262,000). The amount was included in cost of inventories
sold.

EWE Z R 22, Trade Receivables

(a) AEBEHATHEBERFG60E90H (a) The Group’s wholesale customers are granted credit terms
ZIEEH - BIWE ZERR KRR ranging from 60 to 90 days. The ageing analysis of trade

(RBEZHE)STT receivables based on the invoice date is as follows:
—EELF —TEXRE
2007 2006
FET FET
HK$’000 HK$'000
0—30H 0 — 30 days 10,218 6,542
31—60H 31 - 60 days 780 678
61—90H 61 — 90 days 332 247
91—120H 91 - 120 days 640 231
11,970 7,698
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22. BRESHRR(E)

(b) AEEZEEESETIATIE

22. Trade Receivables (continued)

(b) The carrying amounts of the Group’s trade receivables are

MAHE denominated in the following currencies:
BT BT ARE et
HKD MOP RMB Total
FET FHET FET FET
HK$'000 HK$’000 HK$'000 HK$'000
—BELE 2007 11,129 714 127 11,970
ZETREF 2006 7,274 424 - 7,698

(c) R—ZEZELF+_A=+—8"
fEURE 5 BRF334,000/8 L ( =&
TN 1 473,000/87T) AE B H
BEABE ZEREIRZE
MHEERERTLHZERNRF
BH - ZERWE FER KR

(c) As of 31st December 2007, trade receivables of HK$334,000
(2006: HK$473,000) were past due but not impaired. These
relate to a number of independent customers for whom
there is no recent history of default. The ageing analysis of
these trade receivables is as follows:

DT -
—BELF ZEERF
2007 2006
FET FET
HK$°000 HK$’'000
E2 =P Up to 3 months 640 231
23. ANFIE TR EMEWERR 23. Prepayments, Deposits and Other Receivables

—EELF —EER
2007 2006
FET FEIT
HK$’000 HK$'000
BoHEE Trade deposit 2,068 2,035
e FRIE Prepayment 3,339 3,848
RIEA® Deferred commission 8,420 3,499
Hit Others 1,600 1,946
JFE I 38 A R FUR Due from related companies - 639
15,427 11,967

FEWRRENR 2 AR EER - 28
SE IR ha I

—EELEER

The amounts due from related companies are unsecured,
interest-free and have no fixed terms of repayment.
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24. RIRBELEEH

25.

94

24. Bank and Cash Balances

TEE RATE]
Group Company
—ETLE CZETRF ZEBtF CZETRF
2007 2006 2007 2006
FHET FET FET FET
HK$'000 HK$000 HK$’000 HK$'000
BTN FHEES Cash at bank and in hand 76,873 23,903 8,095 10
BHIOR=EAZ Time deposits with initial term of
FHTER less than three months 45,603 5,733 15,469 5,732
122,476 29,636 23,564 5,742
T3 &% AEE : Denominated in:
BT - HK dollars (“HK$”) 112,877 17,882 23,564 5,742
— BT - Macau Pataca (“MOP”) 8,457 6,204 - -
—H - Japanese Yen (“JPY”) 1 1 - -
- AR — Renminbi (“RMB”) 1,138 5,158 - -
—E7T - United States dollars (“US$”) 3 391 - -
122,476 29,636 23,564 5,742

EHRTER(EMAA—E=@A)
2 EBFFE B2 88 (“TEAF
2.7918) « BITHE AT BIRITFHA
22 BT S -

ARB A RINEAZ P EIIMNEETE
GBI AEE - BERMNEEERER
il e

FE1$ B 5 BR X

(@) ENESERRZEHRDIT(RIK
REYWHE)WT

The effective interest rate on short-term bank deposits, with
maturity ranging from 1 to 3 months was 2.88% (2006: 2.79%)
per annum. Cash at bank earns interest at floating rates based on

daily bank deposit rates.

Conversion of RMB into foreign currencies is subject to the PRC’s
Foreign Exchange Control Regulations and Administration of
Settlement, Sale and Payment of Foreign Exchange Regulations.

25. Trade Payables

(@) The ageing analysis of trade payables, based on the date of
receipt of goods, is as follows:

—EELF TEERE

2007 2006

FETT FET

HK$’000 HK$’000

0—30H 0 - 30 days 47,694 34,514
31—60H 31 - 60 days 30,609 32,782
61—90H 61 — 90 days 13,499 13,969
91—120H 91 - 120 days 6,742 6,684
98,544 87,949
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25. ERESHRR(E)

26.

25. Trade Payables (continued)

(b) ANEEZENEZRAZREE

ATHIER SEIE :

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

BT BT #st
HKD MOP Total
FET FET FET
HK$'000 HK$'000 HK$'000
—EELHF 2007 97,123 1,421 98,544
—EBERF 2006 85,435 2,514 87,949
MITERREX 26. Bank Borrowings and Overdrafts
—EELF ZETRF
2007 2006
FHET FET
HK$’000 HK$'000
ERED Non-current
REJIRTTER - DK Long-term bank borrowings, secured 334 513
TED Current
RHIR/TER - DI Long-term bank borrowings, secured 178 168
g HRERIT IR X Short-term bank borrowings - 21
ZEWIBEER Trust receipt loans 18,740 18,322
RITIBEX Bank overdrafts 508 6,691
19,426 25,202
19,760 25,715
—BBLEER 95



26. RITERRBEX(E)

96

(a)

(b)

(c)

26. Bank Borrowings and Overdrafts (continued)

AEBEZERFEERT ¢ (@) The maturity of the Group’s borrowings is as follows:
REBTER ERRTEARETES ERRBER
Long-term bank Short-term bank borrowings Trust receipt
borrowings and bank overdrafts loans
ZBELE ZZERF ZBREE ZTTRE CEBEE ITRF
2007 2006 2007 2006 2007 2006
FET FET FiEx FET FiEx FET
HK$’000 HK$'000 HK$’000 HK$'000 HK$’000 HK$'000
RERIN—ER On demand or within one year 178 168 508 6,712 18,740 18,322
RE_F In the second year 187 176 - - - -
REZZERE In the third to fifth years,

(BEBEME) inclusive 147 337 - _ _ _
RAERZEEER Wholly repayable within five years 512 681 508 6,712 18,740 18,322
AEBR-_ZTTLF+ A (b) The average effective interest rates of the Group’s bank
=+ —AZRITERZFHIER borrowings at 31st December 2007 were as follows:
MELOT

—E2BtHF ZEEZRX
2007 2006
REVSRITER Long-term bank borrowings,

RIZEF =R at floating rate 4.63% 5.92%
FEHASRAITIE RN Short-term bank borrowings,

RF B & at floating rate N/A 6.40%
EEIEER Trust receipt loans P/P-0.5% P/P-0.5%
RITIEX Bank overdrafts P+0.5% P+0.5%
FMBEREEZRITEREEX (c) All the Group’s bank borrowings and overdrafts are
HUATAEE  ZSERZE denominated in HK$ and the carrying amounts of these

mEEENFERE - BERT
BEZRECHNYBRKM T
35 ¢

borrowings approximate their fair values. Details of security
for banking facilities are set out in Note 35 to financial
statements.

Annual Report 2007



27. MEHRENE 27. Finance Lease Payables
BEAEREZRE
BEEERE Present value of
Minimum minimum
lease payments lease payments
—B2ELE —TITRFE ZEBBLFE CITTRHF
2007 2006 2007 2006
FET FET FET FET
HK$'000 HK$'000 HK$’000 HK$'000
—FENRr Within one year 165 111 148 102
E_ZFERF In the second to fifth years,
(BHEEERE) inclusive 347 150 305 141
HF% After five years - 118 - 106
512 379 453 349
B RRERERX Less: Future finance charges (59) (30) N/A N/A
HEEEZRE Present value of lease obligations 453 349 453 349
B RT—@EAA Less: Amount due for settlement
E 78 within 12 months
(RrshaFET~25) (shown under current liabilities) (148) (102)
R @A BEB&EE 258 Amount due for settlement after 12 months 305 247
AEBZBERAUREHEHEAET It is the Group’s policy to lease certain of its equipment and motor
R RE - FHHEERAERF - ¥ vehicles under finance leases. The average lease term is 5 years.
—EELFF_A=+—H - FHE At 31st December 2007, the average effective borrowing rate
IR EMERRIE(ZTTREF 1 2.25 was 3% (2006: 2.25%). Interest rates are fixed at the contract
E) - FIZERELHBHET ARETF dates and thus expose the Group to fair value interest rate risk.
B AEEEH A FENEER All leases are on a fixed repayment basis and no arrangements
%o TBHESNECERELERE have been entered into for contingent rental payments. At the
E o WEBSAEEI L EA L - end of each lease term, the Group has the option to purchase the
REHERTHER - NEBEEEMN equipment and motor vehicles at nominal prices.

HEBL#E R TE -

FrAEREREFRE BT AEE - All finance lease payables are denominated in Hong Kong dollars.
AEBMEREFEALEALER The Group’s finance lease payables are secured by the lessor’s
FAEE 7 SRR o title to the leased assets.
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IEFEBLH

NTRAEEERZTZRERER
BER(EE)

28. Deferred Tax

The following are the major deferred tax liabilities and (assets)
recognised by the Group.

i R
BBRTE BBiTE
Accelerated Decelerated RESE
tax tax Tax st
depreciation depreciation losses Total
FHET FET FET FHET
HK$'000 HK$'000 HK$'000 HK$'000
R-BE E—A—H At 1st January 2006 380 (283) (930) (833)
FAFERER Credit to income statement
(Bra10) for the year (note 10) (380) (4,453) (2,901) (7,734)
RZEERFF+-_A=-+—H At31st December 2006
kZFT+F—H—H and at 1st January 2007 - (4,736) (3,831) (8,567)
M/ GENEE Charge/(credit) to income
Wk (BaF10) statement for the year
(note 10) - (19) 3,811 3,792
R-ZZBZ+HF+-F=1+—H At31st December 2007 - (4,755) (20) 4,775)

NTRMEERERN S EEREE
EROREEER) 2 DT -

The following is the analysis of the deferred tax balances (after
offset) for balance sheet purposes:

2007 2006

FET FET

HK$°000 HK$'000

BERALE Deferred tax assets 4,775 6,567

REEH  WERBRTABA G
&5 18 I AT H0 R B By 22 B 491,649,000
BT (ZEERF - 542,00087T) &
1,942,000 L (ZZEZTRF : Tix)
BWRELERIBEE - REAETHEER
B FRIR o RBYFABIIAEIE A &R
HAgEEE o

At the balance sheet date, no deferred tax asset has been
recognised in respect of the remaining unused tax losses and
deductible temporary differences of approximately HK$1,649,000
(2006: HK$542,000) and HK$1,942,000 (2006: HK$NIl)
respectively due to the unpredictability of future profit streams.
The unused tax losses may be carried forward indefinitely.
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20. RERB<EE

REFBRREGRD - AREARET
BATREAREELRERDFLZ
BENKIERRIEL —FBHR -
BNz RTRERERKRZFHE LR
BEMME - YHRREAEEZE
BE SR & (REBEAEH )
ZRFTREEBZHIA - AREAL ERE
EREESATABTEERHEES -

EHRGEABZREREER =-F
TLE+ A=+ HaAABRFGE
BRABHRIAET EAERIEETT -

29.

Long Service Payment Liabilities

Under the Hong Kong Employment Ordinance, the Group
is obliged to make lump sum payments 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 employee’s 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 does
not set aside any assets to fund any remaining obligations.

An actuarial valuation of long services payment liabilities was
carried out at 31st December 2007, by BMI Appraisals Limited,
using the projected unit credit method.

(a) RNEEABRERAZSHWNT (@) The amount recognised in the balance shest is as follows:
—EELHF TEEREF
2007 2006
FET FEIT
HK$°000 HK$’000
REHEeERAZRE Present value of unfunded obligations 354 231
KRR EEREFE Net unrecognised actuarial gains - -
354 231

(b) NEERBERERZABEFRE

(b) Movements in the net liability recognised in the balance

E) N shest are as follows:
—EELF TR

2007 2006

FET FET

HK$’000 HK$'000

K—H—H At 1st January 231 1,136

R KR RERZ Expense/(income) recognised

Fsz/ () in the income statement 123 (905)
wt+-—B=+—8 At 31st December 354 231
—EELEFEFR 99



29.

30.
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RERKEEEE) 29. Long Service Payment Liabilities (continued)
(c) RURERERZEXZ (WA (c) Expense/(income) recognised in the income statement is as
I follows:
—E2BtHF —EER
2007 2006
FET FET
HK$’000 HK$’000
BIERRR A 2~ Current service cost 85 29
FEER Interest cost 12 9
ERARE Net actuarial losses/(gains)
FE1E () recognised 26 (943)
123 (905)
(d) FIERsEZERBRERRET : (d) The principal actuarial assumptions used are as follows:
—EELF ZETR
2007 2006
Irig =k Discount rate 3.5% 3.7%
RREM - EHEREE  Long term rate of salary increment 3.0% 3.0%
BHEREECES Long term rate of increases to
WA RRBR%E S mandatory provident fund relevant
B2 8 /5 income and long service payments
2 RHERER maximum amount/wages - 2.0%
&S 30. Share Capital
gng - gE]
Number of FEIT
shares HK$’000
ETE ¢ Authorised:
BR0.01B Tz LBk Ordinary shares of HK$0.01 each
NZEBEXNF+ A At 31st December 2006 and
=t+—BRZZETtF 31st December 2007 2,000,000,000 20,000
+=ZA=+—~H
BEITRAR Issued and fully paid:
BR0.01B Tz LBk Ordinary shares of HK$0.01 each
NZBENF+ A At 31st December 2006 and
=+—BANZZELF at 1st January 2007 225,608,000 2,256
—A—8
TR B RER BTG Shares issued on exercise
(BfizEa) of share option (note a) 11,400,000 114
BRI A (it sEp) Repurchase of shares (note b) (3,024,000) (30)
R-_EE+FE+-A At 31st December 2007 233,984,000 2,340
=t+—H
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30. BRA(E)

Kist

BE_ZZ+F+-A=+—HBIF
B AEESLEEBREANAE
PR F19(B0.88 8 TTITIE BB AR #E -
EEE1711,400,000 8 &A% HE0.0175
TLZ AR - 4384 E10,035,700
BIT o BNz RBRERBE T
B EEZ £ 559,921,700/ T
Bt AR EER o

ARARREZ B EBRG T

SHARE CAPITAL (continued)

During the year ended 31st December 2007, 11,400,000 ordinary
shares of HK$0.01 each were issued in relation to share options
exercised by senior management of the Group under the share
option scheme of the Company at the average price of HK$0.88
for a total cash consideration of HK$10,035,700. The excess of the
subscription consideration received over the nominal values issued,
amounted to HK$9,921,700, was credited to the share premium
account.

The Company repurchased its own shares on the Stock Exchange
as follow:

kel SEEEE COLEKE

BRHEE Highest Lowest Aggregate

Number of price paid price paid consideration

BE A4 Month of repurchase share per share per share paid
BT BT T

HK$ HK$ HK$000

—TT+F+A July 2007 1,520,000 1.23 1.12 1,776
—ZT+FNA August 2007 336,000 1.40 1.35 459
—TELFNA September 2007 1,168,000 1.38 1.32 1,584
3,024,000 3,819

R HAREERE R - Bt - K
NEZ B ETEABIRZERD
E1E - BEEET B R EE KR

REEZEAEE B R REREREE
WS - B BE(CERS LR
@ P AR R S R AR 3

AEBZRERLPIREEASR - &
SEEREAEBL SRULRIEHERE
BEZ BN B e i B AR L AR EE
REFHRABREREE  ARERS
AERBE SR - ETHR - BO
Bein - BEIER  EERBEBR
HE B EARIEER -

NI EEARBRE « AEEA
W E P BT TR 2 A BRI
EBETVRARMN25% - R-_ETLE
+ZA—H BRHF0%R(ZZEZTR
F:31R)FRABFF

THEFH

The above shares were cancelled upon repurchase and accordingly
the issued share capital of the Company was reduced by the
nominal value of these shares. The premiums on repurchase were
charged against share premium.

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 only externally imposed capital requirement is that for the Group
to maintain its listing on the Stock Exchange it has to have a public
float of at least 25% of the shares. As at 31st December 2007, 30%
(2006: 31%) of shares were in public hands.
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31. f#fE

(a)

(b)

102

31. Reserves
rE (a) Group
AREEFE B LEEES NS The amounts of the Group’s reserves and the movements
EREREBERANZY - therein are presented in the consolidated statement of
changes in equity.
AAF] (b) Company
RARER EXABRRE RAZ I 1E
Share Capital  Share-based RERF
premium redemption payment Retained @it
account reserve reserve profits Total
FET FET FET FET FET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
NZEER E-A-H At 1st January 2006 83,791 - 763 7,808 92,362
R IARR I RETRTRL Recognition of share-
based payments - - 1,658 - 1,658
KEERF Profit for the year - - - 815 815
RZEEAEF-_A=T—H At 31st December 2006 83,791 - 2,421 8,623 94,835
NZEZ+F-F-H At 1st January 2007 83,791 - 2,421 8,623 94,835
TR Exercise of share options
(M£E30(g)) (note 30(a)) 11,664 - (1,742) - 9,922
RipER Repurchase of shares
(F530()) (note 30(b) (3,832) 30 - - (3,802)
BEARN AR Recognition of share-
based payments - - 1,403 - 1,403
FER R Profit for the year - - - 946 946
BERRE Dividends paid - - - (3,762) (3,762)
RZZZ+E+-A=+—H At 31st December 2007 91,623 30 2,082 5,807 99,542
RE: Representing: 44,730
NZEEHFF-A=+—H At 31st December 2007
(BRRERBE) after proposed final dividend
BRRERE Proposed final dividend 54,812
RReERFEARGER  Equity attrbutable to
equity holders of
the Company 99,542
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31. fRE(E)
(c) REZMERRAR
() ROBER

RIEFREFRERRDE » AR
A EERCERAIHD
IRTARRAIRE - R
A KIS B R - AAF]
BRBENEEERAEERYK
BEPCRHRES -

(i) EBFEEHE

BARBEREEEREAAREB
B PrREE MRS 2 AR 2
R o ODEITRAZEHZ
PRAREEHR - W EEHAT
BRI MREEE AL F
e

(i) EOHFE

REE 2 & HHEERERER
WeiE 2 BB A R A Z A
BRARRBITAERIZ
R EEZ Z5

(iv) KRG BERHEE

Bt mERNRFEFEED
BYARAEEERTEZ
ERSEFTBERESE 2R
FEREMBHREMES(Q)
R A AR AD 15 3R 2 SRIAER A
GETBURHER °

32. RO

RZZBZE=ZFATERH AQF
R — R AL E B AR AT &I ([ 5T
1) o RIFWF S EFSAWIEER
EERETENESLAKERES -
BT R EENARBE AR T BB
AT Z AN 10% © 7% 55 B AR A S 10
BAKREZERARBREMBAF
B IR 2L o

—EELEER

31. Reserves (continued)

(c) Nature and purpose of reserves

(i) Share premium account

Under the Companies Law of the Cayman Islands, the
funds in the share premium account of the Company
are 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.

(i) Capital redemption reserve

The capital redemption reserve represents the nominal
amount of share capital repurchased through the Stock
Exchange and cancelled by the Company. The issued
share capital was reduced by the nominal value thereof
and transfer to the capital redemption reserve is made
upon cancellation of the repurchased shares.

(iiij) Merger reserve

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.

(iv) Share-based payment reserve

The share-based payment reserve represents the fair
value of the actual or estimated number of unexercised
share options granted to employees of the Group
recognised in accordance with the accounting policy
adopted for equity-settled share-based payments in
note 3(q) to the financial statements.

32. Share-Based Payments

On 17th June 2003, a share option scheme (“Scheme”) was
approved by then the sole shareholder of the Company. Under
this Scheme, the Board of Directors may at its discretion offer
options to any directors and employees of the Group which entitle
them to subscribe for shares in aggregate not exceeding 10% of
the shares in issue from time to time. These options shall lapse
where the grantee ceases to be employed by the Company or its
subsidiaries.
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32. RPN (E)

32. Share-Based Payments (continued)

R EERFBIT -

Details of the specific categories of options are as follows:

ZEBH FERH TREE™ TEE
Date of Vesting Exercise Exercise
grant Date period price
BT
HK$
—EE=F —EE=F+—H=+TNH —EERF—H—H
20083 29th November 2003 1st January 2005 1/1/2005-31/12/2014 1.650
—TTRF —EERF—-A=+HH —ETEXRF-H—H
2005 25th January 2005 1st January 2006 1/1/2006-31/12/2015 3.805
ZETRF —EERFNALR —EERFNALR
2006 7th August 2006 7th August 2006 7/8/2006-6/8/2016 0.876
ZETLF —ETLFMNA=FA —ZEELFNMA=+AH
2007 30th April 2007 30th April 2007 30/4/2007-29/4/2017 0.934

e fE AR B 1R h A HE R T B
RITEE - AIBARAER LR - MEER
BRRITERBEFRASE - RIBRE

HEHOR U -

FARRITE BREFBLT

If the options remain unexercised after a period of ten years from
the date of grant, the options expire. Options are forfeited if the
employee leaves the Group before the options exercised.

Details of the share options outstanding during the year are as

follows:
—EELF e
2007 2006
R 15 e
THE 1TEE
BREHE Weighted BREHE Weighted
Number of average Number average
share exercise of share exercise
options price options price
B BT
HK$ HK$
FERITE Outstanding at the
beginning of the year 12,378,000 1.09 1,496,000 2.77
FRRE Granted during the year 11,000,000 0.93 10,930,000 0.88
FRRI Forfeited during the year - - (48,000) 3.81
FRITE Exercised during the year (11,400,000) 0.88 - -
FRARITE Outstanding at the end
of the year 11,978,000 1.15 12,378,000 1.09
FARAITE Exercisable at the end
of the year 11,978,000 1.15 12,378,000 1.09
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32.

R Z AT ()

FR - RITEBREB B2 nEFEH
REBAR123BT( BT RE &) -
FREARITE 2 B 2 I F 195
TEHFHANF(ZZTF : AL
F) IFEENF0.876/5 L E3.805
BIL(ZEENF 1 0.876/8 L E3.805
BIL) e —TTLF - BRECKNZ
EE-FONA=ZF+HRH - &R -
BB R 2 5t A F{E 51,403,000
T ZEEXRF  BREEN-ZZT
ANENAELAED - EAMREER
W2 HET AF1EA1,658,00078 7T °

ZERFRTIAB A — SR ER
AHE - RAZBABENT :

32. Share-Based Payments (continued)

The weighted average share price at the date of exercise for
share options exercised during the year was HK$1.23 (2006: Nil).
The options outstanding at the end of the year have a weighted
average remaining contractual life of 8 years (2006: 9 years) and
the exercise prices range from HK$0.876 to HK$3.805 (2006:
HK$0.876 to HK$3.805). In 2007, options were granted on 30th
April 2007. The estimated fair values of the options on that date
was HK$1,403,000. In 20086, options were granted on 7th August
2006. The estimated fair values of the options granted on that
date was HK$1,658,000.

These fair values were calculated using the Black-Scholes Model.
The inputs into the model were as follows:

ZEE=F CZETIF ZBERF CZBBtF
+—HB=+hH —B=+=&H NAtH mA=+H
29th November 25th January  7th August 30th April

BHERERR Date of Grant of share option 2003 2005 2006 2007
EREEE Option value HK$0.24078 7¢ HK$0.73058 7T HK$0.1507% 71 HK$0.1285% 7T
1T1EE Exercise price HK$1.650/8 7T HK$3.8057% 7T HK$0.87678 ¢ HK$0.93458 7T
B AR E Share price at grant date HK$1.65078 7T HK$3.725% 7T HK$0.870i% 7T HK$0.9356 7T
TEHA R 18 Expected volatility 49.64% 46.79% 50.64% 48.14%
ey Risk-free 3.33% 2.83% 3.826% 3.844%
SELIET Expected life 5 yearsfF 5 yearsfF 3years®E 0.5 yearsfF
T EANL B R Expect dividend yield 8.41% 4.36% 0% 0%

EHR R EARBRENBE
mMEZERRETE - EAMBZE
HISwEREBEAEEZ HEGES
BEUARBRAFEE  (TERERHIRTA
AEZFE -

—EELEER

Expected volatility was determined by calculating the historical
volatility of the Company’s share price over the previous four
years. The expected life used in the model has been adjusted,
based on the Group’s best estimate, for the effects of non
transferability, exercise restrictions and behavioral considerations.

105



33.

34.

106

HARER 33. Contingent Liabilities
AEE
Group
—EELF ZETREF
2007 2006
FET FHT
HK$’000 HK$’'000
RITPENEE S Guarantee given by bank for rental
e 2 1R payment to landlords 1,884 1,884

RZZET+HF+ZA=+—H &R
A EEREAXREAE - (ZFZ
NECE) .

i
(a) REHERE
AEBRBENIREZEEHE

MARARER L REFTHFNZ
REMEEMFAENT -

As at 31st December 2007, the Company did not has any
significant contingent liabilities (2006: Nil).
34. Commitments
(@) Commitments under operating leases
The Group had future aggregate minimum lease payments

under non-cancellable operating leases in respect of land
and buildings as follows:

—E2BtF ZETRF

2007 2006

FET FEIT

HK$’000 HK$'000

—E R Within one year 123,494 149,822

F_EERF In the second to fifth years, 90,359 146,453
(BEEEMT) inclusive

FHF% After five years 3,132 1,981

216,985 298,256

HE-ZTLER-TTA
T A=+ RILEE - BER
W ERPRRRALRAES -

No contingent-based rents have been recognised in the income
statement for the years ended 31st December 2007 and 2006.
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34, AEE)
(a) REREREE)

AEBRBEMIMBELEHEZ
AREEEKHEEST

34.

Commitments (continued)
(@) Commitments under operating leases (continued)

The Group had future minimum lease rental receivable under non-
cancellable operating leases as follows:

—E2EEHF —EER
2007 2006
FET FET
HK$°000 HK$'000
—ER Within one year 5,408 3,411
E-_ZEZERF In the second to fifth years inclusive 1,299 3,080

(BREEEMRT)

6,707 6,491

b) R=TT+&E+=A=+—A "
NN N AGE Pt

o

35. RITAME

R-EZ+F+-_A=+—8 K&
E 4218 #771,000,0005 7T ( —EZ X
4 : 88,000,000/ 70 ) Z RITEEE A
LA A ER

@ AEEFEEERLEBBE
A 4 R H F 1B 492,008,000/%8 7T
(ZZT TR 1 2,044,000/ 7T )
2T REFIEERE &

b) ARBEREMBABMRZEE

PE{REB8,106,0008 L ( ZEE
NEE 1 75,104,000/ 7T) ©

—EELEER

35.

(b) The Company did not have any significant commitments at
31st December 2007 and 2006.

Banking Facilities

As at 31st December 2007, the Group’s banking facilities totalling
approximately HK$71 million (2006: HK$88 million) were secured
by the following:

(@) first legal charges over lease premium for land and buildings
held by the Group with a total net carrying amount of
approximately HK$2,008,000 (2006: HK$2,044,000) and

(b) corporate guarantees given by the Company and its
subsidiaries amounting to HK$58,106,000 (2006:
HK$75,104,000).
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BEBALRS 36. Related Party Transactions
R B 75 755 S 3R EL b 3h 7 FIT 4K = 2 e B In addition to those of related party transactions and balances
AT G RESIN  REBFRNER disclosed elsewhere in the financial statements, the Group had
BATEUNTRZHETT the following transactions with its related parties during the year:
ETHENT Sales to an associate
—EELF ZEERX
2007 2006
FHET FET
HK$’000 HK$'000
ETHEAR] Sales to an associate 8,857 5,539
TEEEEAEMS Key management personnel compensation
—EEtHF ZEERF
2007 2006
FET FEIT
HK$’000 HK$'000
e Fees 360 325
e R REYET Salaries, allowances and benefits in kind 12,386 9,260
BBIEAL Discretionary bonuses 5,451 229
RIREFIFTE R Retirement benefits scheme contribution 417 405
18,614 10,219
Mg mRk 2 #E 37. Approval of Financial Statements
PHHRERENZZEZENFEA+NH The financial statements were approved and authorised for issue
RESSHEREETE - by the Board of Directors on 18th April 2008.
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