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Chairman's Message
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Bonjour owns a retail network of 27 retail shops, operates 16 body slimming and beauty
treatment centers, of which two are foot massage shops in Hong Kong, Macau and Mainland
China, distributing more than 20,000 products. We are internationally recognized as a
beauty product retail brand in Hong Kong, supported by our customers. | 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 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.

We have been running training courses under the guidance of Chris Wong, an
internationally well-known professional trainer. They have been received warmly and
enthusiastically by our staff-members.

We face new challenges and new opportunities at a time of economic downturn. 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. Last year we launched our new brand logo in retail store. We
changed colourful background, colour in vivid red and white. This is an attempt to upgrade
our brand image, making Bonjour a more friendly and recognized Hong Kong Superbrand.
Not only the face, but the soul as well. We are ready for new challenges. | invite all our staff
and customers to join me to embrace a new age of beauty and confidence.

BONJOUR Ip Chun Heng, Wilson Chairman
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Bonjour Cosmetic Wholesale Center Ltd.

Bonjour was established in 1991 and owns 27 retail stores. Bonjour
offers over 20,000 beauty and healthcare products, covering a broad
range of items, all catered for customers with different budgets and
needs. The product are divided into five categories: skincare; make-up;

fragrances; healthcare; hair care, personal care and accessories.
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About Beauty
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Bonjour Beauty Limited

In order to enhance our kaleidoscopic
professional services, Bonjour Beauty Limited
was opened in 2000. With a comprehensive
retail network, we offer beauty services and
skin care products, including a full range of
quality beauty and health services on radio
frequency shaping, facial treatments, intense
pulsed light, body slimming, laser beauty, spa,
body massage, nail art and foot massage.

With the continuous development of Bonjour
Beauty Limited this year, we have already set
up new branches in Shatin, Happy Valley and
Tsim Sha Tsui to provide more convenient
locations for customers. Being a premier
provider of beauty services in Hong Kong,
Bonjour Beauty Limited will continue to
develop and provide better and more
diversified services in the future.

International
Beauty Institute
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* Bonjour’'s  first shop
opened in Jordan, before
moving to Fa Yuen Street in
Mongkok and the name
Bonjour has become
widespread ever since
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* Received a huge boost when the
company invited some famous
celebriies to the opening of their
second shop on Bute Street in
Mongkok

2002

2003
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* Experienced rapid growth,
benefited from low rental
rate. Bonjour used to have
an annual opening of 2 or 3
branches, it increased to 5
new branches every 6

months
\
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* Duty Free Business was
* Became the first company to launched
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retail Japanese skincare products
and cosmetics, it was an instant
success

*

* Opened another branch on Fife Street. The
Company invited Twins, Miss Shirley Cheung and

Miss Teresa Chang as opening guests. This 653) > ERfA{HE1765
spectacular event caused serious congestion to HBEALDEE
Mongkok traffic * Became a listed public

company on main board
when the territory was
plagued with SARS, with
stock number 653. It
was over-subscribed by
17 times
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* Opened another shop at Fashion Island, Causeway Bay,
which is in the heart of Hong Kong Island
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* Expanded its business into slimming beauty centers
and set up Bonjour Beauty Ltd




2004 2005 2006 2007 2008
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* Upgraded its branding
by naming its slimming
beauty centers "About
Beauty", with manicure

service (
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\_ ) * Retail branches increased to more * A 30-day guarantee offer was

than 30 and 7 slimming beauty presented to our customers
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* Set up Headquarter in To * BOIRMEIREELRTS - K5 \_ J

Kwa Wan - Bonjour Tower ‘

* The first foot massage center
Top Comfort” was opened * FACHIEEIRBaby Bonjour » HASHEEIEHS
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* Baby Bonjour was opened in Central, selling
baby products, with baby.bonjourhk.com was
opened
|
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* We invited professional training company
P to provide excellent training courses to our
* BRI YRS * I BRI bR R IS R TS managerial grade employees.
www.bonjourhk.com % Opened its first cosmetic and ‘
* Provide online shopping, manicure products shop in Shanghai * E“Uﬂﬁﬁ% 5 Eﬁ%ﬁﬁgﬁﬁ%ﬁgﬁg ,
www.bonjourhk.com was set up \ EE{E:WER_E;%T%E ’ Fﬁﬁgﬁﬁégﬂﬁﬂ ,
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2 REFgEESEA * 3 medical beauty centers "Dr
Protalk” were opened and an * We placed donation boxes in all our
* It was soon followed by the international beauty institute branches, selling out all our charity
establishment of the VIP was inaugurated products within 3 hours. All money from
& J Membership Award Scheme, charity was donated to the Hong Kong
with 50,000 current members Red Cross. Bonjour contributed a million
* RFIBAERE 1 BFITH & Hong Kong Dollars.
EEAREPIL

*

Opened its first shop
together with a slimming
beauty center in Macau
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Bonjour has a new brand, changing
from yesterday’s slightly mysterious
but majestic black as the background
to a new pure, innocent and elegant
white. New image shop appears in
Cameron Road, Tsim Sha Tsui.
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Bonjour Group
was proudly awarded

Bonjour Holdings Limited is one of the leading cosmetics and beauty service
companies and is widely recognized by citizen and tourists. This year Bonjour
was proudly awarded “Quality Tourism Services Scheme” Certificate, The
“Hong Kong Q-Mark Services Scheme” , “ No Fakes” Pledge Scheme,
“Superbrands Hong Kong Awards”, “Hong Kong Top Service Brand”, “Best
Hong Kong Brands” , and “Hong Kong Merchant of Integrity” .

Award: Organization:

Quality Tourism Services Scheme Hong Kong Tourism Board

The Hong Kong Q-Mark Service

Scheme Certificate Hong Kong Q-Mark Council

No Fakes Pledge Scheme Intellectual Property Department

Superbrands Hong Kong Awards Superbrands Council

Hong Kong Brand

Hong Kong Top Service Brand Development Council

Best Hong Kong Brands China Tourism Association

Hong Kong Merchant of Integrity Guangzhou Daily
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California Natural-up * |.Colork flfa E % o

E ?lﬂlﬁﬂ Private Labels

A + Fit Embryo Life Essence Rote Fabrik
Bodytouch G.Field Snowy
California Natural-up Greentouch Suisse Reborn
Catherine 1.Color Swiss 3
CCNY 1.Skin Focus Swiss Plus
Comfo Nature’s Green YUMEI

Dr.Schafter Rossini HEmE




Productgm Distributorship Right

Bonjour carries over 20,000 beauty and healthcare products, exclusive
and private labels such as YUMEI from Japan, Dr.Schafter, Embryo
Life Essence, Rote Fabrik, Suisse Reborn and Swiss Plus from
Switzerland, marie claire from France, Bodytouch from Thailand,
iIWHITE from Belgium, I. Color & Yu Bun Tong etc.

35?1’6 I El!lﬁﬂ Products with Exclusive Distributorship Right

Baby Coccole (ltaly) marie claire (France)

Donna Chang (Thailand) Marna (Japan)

Etude (Korea) Mary Cohr (France)

Franck Olivier (France) Nature’s Creation (Australia)
Ginavito (Switzerland) Novae Plus (France)
iWHITE (Belgium) Peter Rabbit (Australia)

Les Eaux de Bach (France)
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Bonjour has long been an active participant in charity work
and support environmental activities.
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Bonjour launched a charity sales campaign for the earthquake sufferers in
Sichuan. We placed donation boxes in all our branches, selling out all our
charity products within 3 hours. All money from charity was donated to the
Hong Kong Red Cross. Bonjour contributed a million Hong Kong Dollars.

Bonjour took part in a Recycle Campaign, committed to issuing no plastic bags
on the first Tuesday of every month.

Sponsored hand creams to mountain area students in Mainland China,
organized by U-Hearts.
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(in HK$ thousands

Five-Year Financial and Operational Highlights

L TFHET unless otherwise —ETME —TTRE —ZTEREFE —TTLF —ZBENEF

&) specified) 2004 2005 2006 2007 2008
=X Turnover 977,346 1,033,842 1,098,333 1,209,816 1,381,889
EF Gross profit 385,178 371,897 439,469 522,398 649,234
FE = Gross margin 39.41% 35.97% 40.01% 43.18% 46.98%
4EENEF(F918)  Operating profit/(loss) 65,651 (42,845) 6,841 86,044 159,400
SR TR Operating margin 6.72% (4.14%) 0.62% 7.11% 11.53%
FEEHEAN(EI8)  Profit/(loss) for the year 56,506 (44,823) 3,841 71,256 132,492
HERR Return on sales/

P b | P Net margin 5.78% (4.34%) 0.35% 5.89% 9.59%
BEES Working capital 71,178 (2,357) (9,138) 89,138 100,965
BEME Total assets 302,469 289,228 268,356 360,853 426,237
BERE Total liabilities 163,269 215,246 188,780 206,176 250,082
RERES Shareholders’ funds 135,894 73,082 79,576 154,677 176,155
BELAERL R Return on total assets 18.68% (15.50%) 1.43% 19.75% 31.08%
[ &NEIE Return on equity 41.58% (61.33%) 4.83% 46.07% 75.21%
HEFE Inventory turnover on

HE(R) sales (days) 52 45 38 36 35

BEREHERE Total liabilities to

Al shareholders’ funds 120.14% 294.53% 237.23% 133.29% 141.97%
EBEENE Total number of retail

FEE outlets in Hong Kong 24 30 28 29 25
RPIEE DL Total number of retail

FEE outlet in Macau 1 1 1 1 1
EE A RFEME Total number of retail

(MHED) outlet in the People’s

TEDIEEE Republic of China

(the “PRC” or “China”) 0 0 0 1 1
HEEE AT Z 2 Total number of retail

BEBEENE outlet operated by an

Fk associate in Hong Kong 0 0 1 1 1
EBERPR LS Total number of beauty

salons in Hong Kong 5 7 8 9 14
SRPIERPOAE  Total number of beauty

salon in Macau 1 1 1 1 1
hESEAG L4 Total number of beauty

salon in the PRC 0 0 0 1 1

et BE
=28

TENF+ A=+ —RIEE
E_TTLE+-A=+—BLLE

BEZBBAERBE  DHfgka SRR
BRAR(ARADESEFEZFR -

12

Note:

The summary of the financial information for the years ended 31st
December 2004 to 31st December 2007 have been extracted from the
audited financial statements set out in the annual reports of Bonjour
Holdings Limited (the “Company”) for the respective years.

Annual Report 2008
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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
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Clifton House
75 Fort Street
George Town
Grand Cayman
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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

Annual Report 2008



REEEN

DAL

www.bonjourhk.com

EA

info@bonjourhk.com

RIBFELRE

Butterfield Fulcrum Group (Cayman) Limited

Butterfield House
68 Fort Street

P. O. Box 609
Grand Cayman
KY1-1107
Cayman Islands
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BONJOUR

Information for Investors

Company’s Website

www.bonjourhk.com

E-mail address

info@bonjourhk.com

Principal Share Registrar and Transfer Office

Butterfield Fulcrum Group (Cayman) Limited
Butterfield House

68 Fort Street

P. O. Box 609

Grand Cayman

KY1-1107

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

20th May 2009 to 27th May 2009
(both days inclusive)

Annual General Meeting
27th May 2009

Stock Code

The Stock Exchange of Hong Kong : 653

Bloomberg : B653HK
Reuters . 653.HK
Board Lot . 1,000 shares
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Chairman’s Statement

Dear Shareholders,

| am pleased to present to you the annual report on the Company
and its subsidiaries (collectively, the “Group”) for the year ended 31st
December 2008. Despite a turbulent economic environment, year
2008 saw the Group continue its growth momentum since its rebound
in 2007. Turnover rose 14.2% to HK$1,381.9 million, while profit
attributable to equity holders of the Company was a record high in the
Company’s operating history, amounting to HK$132.5 million which
was a 85.8% increase over the previous year. Basic earnings per
share was HK57.7 cents (2007: HK30.7 cents).

The board of directors of the Company (the “Board”) proposed a final
dividend of HK23.0 cents per ordinary share for the year ended 31st
December 2008.

Year 2008 was indeed a turbulent year economically speaking. Still
affected by the lingering effect of the sub-prime mortgage crisis at the
beginning of the year, the economy was hard hit in the 4th quarter by
the U.S. financial crisis that had affected the world over. Fortunately,
the local retail industry — especially those who sold basic or “semi-
basic” goods — was not so much affected. True, the local retail
industry did have a weaker 4th quarter, but it wasn’t that bad after all,
and spreading across the whole year, the industry still fared quite well.

The Company was among the fortunate ones who continued to
register strong sales on the one hand, and benefited on the cost
side from a more reasonable rental level on the other hand. On the
sales side, the Company achieved a reasonable turnover growth of
8.8% on the core retail business, contributing a segment profit of
HK$96.3 million or an increase of 62.1% year-on-year. With customer
patronage undergoing a satisfactory growth during the first 3 quarters
in 2008, our shops did not suffer at all during the 4th quarter. Visits
by Mainland Chinese tourists, for example, did not subside as the
visit demand had perhaps pent-up by a delay of the tourists’ visit to
Hong Kong earlier during the year due to the Beijing Olympics and the
Sichuan earthquake. Meanwhile, the beauty services business made
an even more phenomenal turnover growth of 64.3%, recording a
segment profit of HK$51.5 million or an increase of 230.1% year-on-
year. While this business offers plenty of room for growth in the Hong
Kong market, our well trained beauty advisers and our reliable fine
services have indeed put our business in a strong competitive position
in the marketplace.

On the cost side, our network re-structuring efforts commenced a
few years ago continued to reap benefits. During the year, we further
closed down unprofitable stores and opened new stores with better
locations and earnings potential. In moving ahead with our outlet
deployment in a prudent yet pro-active manner, we have further cut
down our rental costs as a proportion of turnover, both for the retail
business and the beauty services business.

Annual Report 2008
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Chairman’s Statement (continued)

As we look ahead towards 2009, we are prudently optimistic. The
“bigger” environment is predicted to look dim, with the impact of
the world’s financial crisis spreading further. It is uncertain that
whether the Hong Kong retail industry will still be as fortunate as it
was in 2008, and there is a fear that the general economy may be
further depressed by the financial crisis which may in turn depress
consumers’ sentiment as a whole. In view of such a market scenario,
the Company will grow its business carefully. It will continue to focus
on the Hong Kong market, whilst making prudent steps to prepare for
the China market. We foresee that in 2009 our retail business will still
be reaping the benefit of our previous re-structuring efforts, and our
network is expected to generate further profit growth with its operating
costs further trimmed. We will endeavour to expand shop sales and
to improve our margins, through more innovative marketing, better
incentive schemes for our sales staff, and more efforts in expanding
our private-label products. Meanwhile, we will grow our beauty
services business prudently, as we see more expansion opportunities
in the marketplace as our competitors consolidate.

I would like to extend my appreciation for the hard work and
contributions of all our staff during the past year, as well as my
sincerest thanks to our shareholders and business partners for their
relentless support. With your continued contribution, support and trust,
we look forward to continued solid growth for the Company in 2009
and the years beyond.

Ip Chun Heng, Wilson
Chairman

Hong Kong, 7th April 2009
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Management Discussion and Analysis

Operations Review
Overall Performance

For the year ended 31st December 2008, the Group recorded a
turnover of HK$1,381.9 million, representing an increase of 14.2%
over the previous year (2007: HK$1,209.8 million). Profit attributable
to equity holders of the Company amounted to HK$132.5 million, an
increase of 85.8% over the previous year (2007: HK$71.3 million).
Basic earnings per share was HK57.7 cents (2007: HK30.7 cents).

The 14.2% growth in turnover was quite a healthy growth in view of
the set-on of the financial crisis worldwide, which unexpectedly has not
affected the local retail industry too much. The turnover growth was
attributed to both increased sales for the Group’s retail business and
the rapid expansion of its beauty services business. The profit that the
Group achieved in 2008 was a record high in the Company’s operating
history, mainly owing to both increased sales and improved margins
from the two core businesses. Consolidated gross profit margin rose 3.8
percentage points from 43.2% in 2007 to 47.0% in 2008, primarily as
a result of selling more high-margin products in the retail business and,
more importantly, gaining better overall margins due to a great share of
contribution from the expanding beauty services business.

The “rental advantage” that the Group had started to enjoy in 2007
continued to benefit its bottom-line in 2008. Starting the network re-
structuring efforts a few years ago, during the year the Group further
closed down some unprofitable stores and opened new stores with
better locations and earnings potential. Although the number of outlets
of the Group remained similar to 2007’s level, the Group managed
to achieve a healthy turnover growth across-the-board, and more
importantly, an even higher rate of growth in profits was achieved
partially due to reduced rental costs. In 2008, the Group’s consolidated
rental-to-turnover ratio was 11.1%, an improvement of 1.8 percentage
points over 2007.

The Group continued its efforts in exercising stringent cost controls, as
administrative expenses increased only by 10.2% despite the turnover
growth and distribution costs increased by 4.6%. Overall, the Group’s
operating efficiency was further strengthened while its sales were
buoyed, a very healthy sign indeed.
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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$1,187.3
million in 2008, an increase of 8.8% year-on-year. The business
contributed a segment profit of HK$96.3 million, representing an
increase of 62.1% year-on-year. The growth was derived mainly from
same store sales, which could be attributed to enhanced operating
efficiency, a better product mix, and a generally positive local retail
environment.

While in the first half of 2008 we witnessed a quite healthy state of the
local economy and consequently strong retail sales for the Group as
well as for the local retail industry as a whole, we did not see much
impact of the world’s financial crisis upon the local retail industry in the
second half of 2008. Turnover in the second-half of the year amounted
to HK$616.6 million, representing a healthy growth of 10.4% compared
to the corresponding second-half in 2007. Perhaps for retailers like us
who sell basic or “semi-basic” goods, the impact of the financial crisis
won'’t be felt unless the crisis will spread across the economy much
further. Meanwhile, the Group continued to benefit from a depreciated
Hong Kong dollar against Renminbi, as the amount of Mainland China
customers continued to increase at our stores. As a matter of fact,
during the 4th quarter which should have been hard hit by the financial
crisis, the Group’s stores received even more Mainland China visitors,
perhaps due to the fact that such visitors had held off their visits
to Hong Kong earlier due to the Beijing Olympics and the Sichuan
earthquake.

Apart from increased sales, the retail and wholesale division also did
well on improving its margins, registering a segment gross profit margin
of 39.1%, representing an increase of 1.7 percentage points over 2007.
The improvement was achieved due to increased sales per store, as
well as selling more high-margin exclusive products with high quality
and extra incentives given to frontline staff to promote such products.
The lower exchange rate of the Hong Kong dollar has caused some
impact on import prices, but the impact was minimal as the Group was
able to pass on most of the price increase to consumers.
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Management Discussion and Analysis (continued)

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

Seven stores were closed during the year due to low sales performance
or high rentals for lease renewals. Three new stores were opened
in Mongkok, Tsimshatsui and Causeway Bay with more reasonable
rentals as well as good earnings potential. Despite a less number of
stores in 2008 as compared to 2007, the Group still achieved an overall
turnover growth in 2008, and what is more, the profit increased by
an even greater percentage, thanks to now a much more reasonable
rental level across-the-board. The rental-to-turnover ratio for the retail
and wholesale business has decreased from 12.5% in 2007 to 11.0%
in 2008.

Beauty Services Division

The beauty services division had stellar performance in 2008. Turnover
jumped 64.3% to HK$194.6 million. The growth was attributed to both
network expansion and organic growth. On the one hand, the Group
added 3 salons during the year, bringing the total number of beauty
services outlets to 16 as at year-end. The expansion has enabled the
Group to tap market opportunities while its competitors contracted
their businesses. On the other hand, partly due to our well-trained
beauty advisers and fine services, and partly due to the aggressive
direct sales campaign together with a new staff incentive program
to enhance their performance, sales per outlet also increased, both
in terms of package sales and service redemption. The onset of the
financial crisis in the 4th quarter did have some negative impact upon
the business, but the impact was short-lived. Sales returned towards
the end of 2008 and have been streaming in as normal so far.

By nature, the beauty services business is a high-margin business
compared to the retail business, and the margin gain would be further
enhanced with organic growth on a per outlet basis as well as with
economies of scale of the whole operation. This is exactly what is
happening to the Group’s beauty services business, as it contributed a
segment profit of HK$51.5 million to the Group in 2008, a phenomenal
230.1% increase from HK$15.6 million in 2007. Both the rental costs
and manpower costs as a proportion of turnover dropped, and certain
new outlets have even recuperated all the investment costs in their
first year of operation. This has given the Group great confidence in
contemplating further expansion in the years ahead.

A nail bar service centre was opened in Shanghai in the end of 2007
and it achieved a small profit in 2008. While the operation accounted
for only a small portion of the Group’s turnover, it serves as a testing
point of the Mainland China market for the Group.
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Management Discussion and Analysis (continued)

Operations Review (continued)
E-Shop
Milk Powder Project — baby.bonjourhk.com

Launched in the first quarter of 2007, the Japanese Milk Powder project
registered strong sales during the year, primarily due to the Mainland
China visitors swamping to Hong Kong retail outlets to purchase
foreign products in which they had more confidence. Although the
Group has always treated the project as a traffic-drawer instead of an
income source, the project contributed a decent additional profit to the
Group in 2008.

Following the Group’s recent setup of a “Baby Bonjour” section in its
outlets, the Group is actively developing a brand new baby.bonjourhk.
com website. In addition, an e-commerce platform is going to be
developed in the PRC with our Mainland China partner that will help
the Group to further tap the PRC online shopping market. When the
website is launched, customers in the PRC may order milk powder as
well as baby care products and pay online.

Outlook

The impact of the world’s financial crisis will linger on in 2009, and
is in fact expected to spread across a wider spectrum of the local
economy. The Hong Kong retail industry was rather fortunate in
2008 for remaining relatively unscathed, but it is unsure whether it
will continue to be blessed in 2009. On the positive side, The PRC
government has actively adopted a series of policies and measures to
stimulate its domestic economy so as to maintain healthy and steady
economic growth. Such policies and measures should have beneficial
spill-over effect upon Hong Kong’s economy. The recent relaxation of
the Individual Visit Scheme by the Hong Kong and Mainland authorities
for Shenzhen residents, as well as a planned extension of the scheme
to other secondary cities in the PRC, will also benefit the local retail
industry. Visits by Mainland China tourists, especially from nearby
Shenzhen and Guangdong Province, are set to grow significantly in
2009. Meanwhile, given the sluggish economic climate, the rental level
for local retailers is expected to stay reasonable, thereby assuring a
low-cost platform for the Group for the near future.
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Management Discussion and Analysis (continued)

Outlook (continued)

The Group will be, as it has been in the past, undertaking a prudent
approach in its business expansion. While it believes that there is
still much room for expansion for both the retail and beauty services
businesses in the local scene, its approach in carefully selecting
sites will not be changed. We have learnt from our operating history
that trimming costs is as important as — if not more important than -
expanding the scale of operation, and as such, our emphasis is still on
cost efficiency and organic growth for the upcoming 2-3 years.

On our retail business, the Group aims to launch more exclusive
brands, as a means to market good quality products to our customers
whilst generating higher margins at the same time. The Group will
continue to provide good training to our shop staff and to motivate
performance through well-designed sales incentive schemes. The
Group will also aim to add a few stores during the coming year. Now
that we have by and large disposed of all of the unprofitable stores,
we are poised to open 2-3 new outlets, with tourist areas and densely
populated residential areas being our target areas for development.

The beauty services business is admittedly more vulnerable in a
worsening economy — if it does happen in 2009. The paradox,
however, is that during a tough economy, and when the industry
undergoes more consolidation (which is the case with the beauty
services business at present), the Group is faced with more expansion
opportunities. Indeed, the Group looks up to its beauty services
business as its key growth engine for the next 2-3 years. This is
especially so since the business will gain even greater cost efficiency
when the operation matures. The Group targets to add 8-10 salons
in the next 2-3 years, whilst a new salon in Causeway Bay is already
coming on stream in April 2009. Training and employing additional
competent beauty advisers will be a major management task in the
next few months, so as to support the operation’s rapid growth with
sufficient resources. We are well aware of the keen competition in this
business, and as such service quality and reputation are the key to
success. In that regard, the Group will, again, undertake a prudent
approach in its business expansion, and make sure we will achieve
quality growth in this business.

As for the China market, we are actively researching on the possibility
of developing more exclusive brands, helping us to prepare for a
formal entry into the market. Our small nail bar operation is adding
another outlet in Shanghai, and such operation starts to make a
good incremental contribution as well as serving as the Group’s
“thermometer” for its future China endeavours.
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Management Discussion and Analysis (continued)

Outlook (continued)

All in all, we look towards 2009 with prudent optimism. As the Group
continues to benefit from its previous re-structuring efforts, it aims to
generate greater organic growth through achieving even better per
store sales and through further enhancing its margins. Meanwhile, a
modest and carefully planned network expansion will also help boost
the bottom-line. Provided that the Hong Kong retail environment stays
relatively healthy, the Group remains confident for another year of
prosperous growth.

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 2008, the Group’s cash and bank
deposits amounted to HK$158.6 million (2007: HK$122.5 million).
The Group’s bank borrowings and finance lease payables as at 31st
December 2008 were HK$3.4 million (2007: HK$1.0 million), out of
which HK$1.1 million (2007: HK$0.3 million) were repayable within the
next 12 months. Therefore, the Group had a net cash balance (total
cash on hand minus total bank borrowings and finance lease payables)
of HK$155.2 million as at 31st December 2008 (2007: HK$121.5
million).

As at 31st December 2008, the Group’s gearing ratio was 0.02 (2007:
0.01), and was calculated based on the Group’s bank borrowings and
finance lease payables, divided by shareholders’ funds of HK$176.2
million (2007: HK$154.7 million). Total liability to shareholders’ funds
improved to 142.0% as compared to 133.3% in last year. The current
ratio was 1.41 in 2008 (2007: 1.43).
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Management Discussion and Analysis (continued)

Financial Review (continued)
Cash Flow

Cash inflow from operating activities increased by HK$64.1 million
from HK$108.2 million in 2007 to HK$172.3 million in 2008. The profit
before tax was HK$159.5 million. The total amount of non-cash items
amounting to HK$27.9 million (mainly the depreciation and share-
based compensation expense) was net off with the decrease in working
capital of HK$10.0 million.

Cash outflow from investing activities increased by HK$10.6 million
from HK$11.8 million in 2007 to HK$22.4 million in 2008. The increase
was largely due to an increase in purchase of property, plant and
equipment.

Cash outflow from financing activities was HK$113.5 million in 2008
(2007: inflow of HK$2.5 million). The cash outflow for this year mainly
represented dividend paid and consideration paid for repurchase of
shares.

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 and Bank Borrowing Interest Rate 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. The Group will continue to monitor its foreign
exchange position and, if necessary, will hedge its foreign exchange
exposure by forward foreign exchange contracts. As at 31st December
2008, 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, 10,724,000 fully paid ordinary shares
were repurchased, of which 10,629,000 repurchased shares were
cancelled during the year and 95,000 repurchased shares were
cancelled on 8th January 2009, and 3,384,000 ordinary shares of the
Company were issued to the share options holders of the Company.
The total number of issued and fully paid ordinary shares of the
Company as at 31st December 2008 was 226,739,000 shares.
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Management Discussion and Analysis (continued)

Financial Review (continued)
Charges on Group Assets

As at 31st December 2008, certain lease premium for land and
buildings of the Group with carrying amount of approximately
HK$1,971,000 (2007: HK$2,008,000) 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 2008.

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 2008, the Group had approximately 960 (2007:
900) 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 recognises 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 51, 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 31 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 48, is the Vice-chairman and an
Executive Director of the Company. Ms. Chung, spouse of Dr. Ip
Chun Heng, Wilson, has more than 26 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 49, is an Executive Director of the Company.
Mr. Yip, brother of Dr. Ip Chun Heng, Wilson, has more than 16 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 46, 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 16 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 43, 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 21 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 47, 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 19 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 46, 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 41, 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 16 years of experience in auditing, accounting and financial
control. He joined the Group in April 2006.

Ms. HA, Kwok Chu, Rosina, aged 51, 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 26 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 43, 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 20 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 2008, 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,
Dr. Ip Chun Heng, Wilson is both the Chairman and CEO of the
Company.

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 one year commencing from 1st
July 2003, and will continue thereafter until terminated by either party
giving not less than one month’s notice in writing.

Each of the Independent Non-executive Directors has entered into
an appointment letter with the Company for a term of one year
commencing from 1st July 2008 to 30th June 2009, which can be
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 2008, 4 meetings were held.

The attendance records for the Directors’ meetings are set out below:

EEzHER

Directors’ Attendance

HITEE Executive Directors

=L Dr. Ip Chun Heng, Wilson 4/4
BEL LT Ms. Chung Pui Wan 2/4
ERR LA Mr. Yip Kwok Li 4/4
R ERKSEAE Mr. Chan Chi Chau 4/4
BUIHTEE Independent Non-executive Directors

= AR ST A Mr. Wong Chi Wai 4/4
SRR Dr. Chow Ho Ming 4/4
BlERSE Mr. Lo Hang Fong 4/4
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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 2008. 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 2008, 4 meetings were held to review the
audited financial statements for the year ended 31st December 2007
and the unaudited financial statement for the six months ended 30th
June 2008 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:

REZ HER

Members’ Attendance

EREEERS Members of the audit committee

EMAE A Mr. Wong Chi Wai 4/4
EVERE Dr. Chow Ho Ming 4/4
BERTE Mr. Lo Hang Fong 4/4
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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 will consider factors such as salaries paid
by comparable companies, time commitment and responsibilities of
the Directors, employment conditions elsewhere in the Group and
desirability of performance-based 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,
namely Dr. Ip Chun Heng, Wilson. Dr. Chow Ho Ming is the chairman
of the committee. During the year ended 31st December 2008, 1
meeting was held to review the remuneration packages of all the
Directors and the senior management. The attendance records for the

T remuneration committee meeting are set out below:
REZHER
Members’ Attendance
FWESERLS Members of the remuneration committee
BN Dr. Chow Ho Ming 1/1
= AR ST A Mr. Wong Chi Wai 1/1
EB=EL 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, namely Dr. Ip Chun Heng, Wilson. Mr. Lo Hang Fong is
the chairman of the committee. During the financial year ended 31st
December 2008, 1 meeting 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:

Bz HER

Members’ Attendance

BEZEEHAS Members of the nomination committee

BlESRAE Mr. Lo Hang Fong 1/1
AR ST Mr. Wong Chi Wai 1/1
EB=EL Dr. Ip Chun Heng, Wilson 1/1
BEMERZE Accountability and Audit

EERMBBRRUBRB2EE

ARRAHE=EENF+=A=T AL
FEZHBBRCHEREZANEN - ¥
FAERSNEREIRRARA 2%
B REARIERTE - BN R AT
b2 EAE - 8 LT REAER F SR
AU AR TSE LB R ER
.

—RR\EEH

Directors’ Responsibility for the Financial Statements and
Financial Reporting

The Company’s financial statements for the year ended 31st
December 2008 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 2008, an amount of totaling HK$930,000
was payable to RSM Nelson Wheeler for their audit services. During
the year, an amount of HK$98,000 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 2008.

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 2008, 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 53 to 59.

Dividends

The Board recommend the payment of a final dividend of HK23.0
cents per ordinary share for the year ended 31st December 2008
(2007: HK22.2 cents).

Closure of Register of Members

The registers of the Company will be closed from 20th May 2009 to
27th May 2009, 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 2008 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 4:00 p.m. on 19th May 2009.

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 12.

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 89.
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Directors’ Report (continued)

Share Capital

Details of the movements in share capital of the Company are set out
in Note 29 to the financial statements on pages 103 to 104.

Reserves

Movements in the reserves of the Company and of the Group during
the year are set out in Note 30 to the financial statements on pages
104 to 105 and in the consolidated statement of changes in equity on
page 57.

Distributable Reserves

Pursuant to the Companies Law, Cap. 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands, share premium
and contributed surplus of the Company are distributable to the
shareholders. At 31st December 2008, the Company’s reserves
available for distribution to shareholders amounted in total to
approximately HK$167,405,000 (2007: HK$97,430,000).

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 80
to 82. 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.

Emolument Policy

The emoluments of the Directors are recommended by the
remuneration committee of the Company, and approved by the Board,
as authorized by shareholders in the annual general meeting of the
Company, having regard to their time commitment and responsibilities,
the salaries paid by comparable companies, employment conditions
elsewhere in the Group and desirability of performance-based
remuneration. No Directors are involved in deciding their own
remuneration.

The Group offers comparative remuneration package, including
medical and retirement benefits, to eligible employees. Apart from
basic salary, Executive Directors and employees are eligible to receive
a discretionary bonus taking into account factors such as market
conditions as well as corporate and individual’s performance during
the year.

The Company has also adopted a share option scheme as an incentive
to Directors and eligible employees, details of the scheme is set out in

this “Directors’ Report” under the heading “Share Option Information”.
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Directors’ Report (continued)

Emoluments of Directors and Five Highest Paid Individuals

Details of the emoluments of the Directors and the five highest
paid individuals of the Group are set out in Note 12 to the financial
statements on pages 85 to 87.

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)).

(B) 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:

()  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.

(C) 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.

Annual Report 2008



ExgRE(#E)

BREER(E)

(D) HERREER

(E)

BREERmEEeET  AANE
BRERBA  REBREERNS
BERTMIZ&ESE

)

BBl E BB e A ®RE
KEHIR D 2 W (B

EERRHBRERNNOLEEE
B(BMXFAANETEERE X
B2 B)BMXME A RERM
Befn 2 FHUTHE :

BfrmEE -

BRESES R 2BEESRDEBE

ATERBEBRE S HE L Z
P 8 B HE AL R B A AT &5 %
2 (R RERCE T A] T 31T 2
MRBE X T EBBNTKER
EHEREAMBTREBITRND
10% ° RIEHE R & AT H
fl 5 &) 2 IR R AT 36 2 BB X
BT E S AKEEE)).210%R
B

FEARNBIRRER (PR )2 15
T BB EH10%R
B IR B IR ERITERE
BERR M AT B AT M BT B 5 R
HZBEREmA T2 RnR
BTG RBIBRER A E 3R
B HBEEITRM10% °

AR RE B i ot &) R AT At
SPEIR Lz BRE(BRRERER
BAAT BIGRF R RTTE - EFEsH
ERMACITEZBRIE) &1
SEPATER IR -

—ET/\FER

BONJOUR

Directors’ Report (continued)

Share Option Information (continued)

(D) Option Price

(E)

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:

0)

(i)

(i)

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

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

the nominal value of the Shares.

Maximum Number of Shares Subject to the Share Option
Scheme

(i

(it

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)()).

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”.
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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)

(i) 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.

(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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Share Option Information (continued)

(H) Administration

BONJOUR

The Board has responsibility for administering the Share Option
Scheme. There are no trustees appointed for the purposes of the
Share Option Scheme.

RZEBEENF+_A=+—H - 1B Details of the share options outstanding as at 31st December
g;r PR EERTEZEBRESS 2008 which have been granted under the scheme are as follows:
(N
R-ZENE R-ZENE
-A-R R ER +ZA=t-H e
BE 2R BT B BT BT
Held at Granted Exercised Heldat  Exercise #4{AH REaE e
1st January during during 31st December price  Grant Exercise Exercisable
2008 the Year the Year 2008 HK$  date from until
EZ.
Director:
e 1,800,000 - - 1,800,000 093 —FTrE ZT%tF ZE4F
Ip Chun Heng, Wilson MA=1H MA=1H MA-ThA
30th Apr2007  30th Apr2007  29th Apr 2017
- 2,200,000 - 2,200,000 N I Y ZETNE 2N
AATHA fA-H mA=+A
16th May 2008~ 1st May 2009 30th Apr 2019
s 1,800,000 - - 1800000 093 -TErE  -TELE  -E4E
Chung Pui Wan MA=TH MA=1H MAZ-t/H
30th Apr 2007 30th Apr 2007 29th Apr 2017
- 2,200,000 - 2,200,000 411 —BI)E “ETNE —Z-hE
filzRway=! ﬂH—H MA=TH
16th May 2008 May 2009 SOth Apr 2019
E@F 300,000 - - 300,000 0876 ZEERE ZELNE ZERE
Yip Kwok Li NAtA NAtH J\ARH
7thAug2006  7thAug2006  6th Aug 2016
REN 800,000 - - 800,000 0934 ZETLE “ETtE 2
Chan Chi Chau MA=+H MAZ+A MA=t/A
30th Apr2007  30th Apr2007  29th Apr 2017
- 1,000,000 - 1,000,000 411 —BI)E “EENE E-h0E
AATAH nA-H mA=+A
16th May 2008 st May 2009 30th Apr 2019
AtiES
Other
Employees:
720,000 - (660,000) 60,000 1650 ZZT=F “ERRE “2-mE
+-A-thE *H*B TZA=+-H
20th Nov 2003 1st Jan 2005 31st Dec 2014
728,000 - (256,000) 472,000 3805 C—ETHE _’7 TRE “E-1E
-f-tER -A-H TZA=+-H
25th Jan 2005 1st Jan 2006 31st Dec 2015
80,000 - (80,000) - 0876  —ETE FEE kN
NAtA NAtH J\ARH
7thAug2006  7th Aug 2006  6th Aug 2016
5,750,000 - (2,388,000) 3,362,000 0934 ZFELE “ETtE “Et%
mA=+H MA=TH mA=tAhA
30th Apr2007  30th Apr2007  29th Apr 2017
- 8,430,000 - 8,430,000 411 —BI)E ZEEINF ZENE
AATAH fA-H MA=+A
16th May 2008 1st May 2009 30th Apr 2019
- 2,000,000 - 2,000,000 209 —EF)\F “ETNE “E-NE
T-AnR t-A-H T-A=+F
9thDec 2008 1stDec2009  30th Nov 2019
ag.
Total: 11,978,000 15,830,000 (3,384,000) 24,424,000

—ET/\FER
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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, Dr. Ip Chun Heng, Wilson, Ms. Chung Pui Wan and Mr.
Wong Chi Wai 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 26 to 28.

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 term of one year commencing
from 1st July 2008 to 30th June 2009, which can be 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 2008, 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 “SFO”)) disclosed in accordance

R T

with the Listing Rules were as follows:

RAEQ TR 2R Interest in the shares of the Company
BiE
B2
FEZHE BRI
RIPEE R 2 B4
Number of Aol
ROEE underlying Approximate
(Kf3t4)  Shares held percentage
=82 SHRHE Number of  pursuant to b of issued
Name of Directors Capacity and nature Shares (Note 4) share options Total share capital
453 hn ERBEAA 1,400,000 4,000,000 164,064,000 72.36
Dr. Ip Chun Heng, Wilson Beneficial owner
BB Ra(Mit1) 1,400,000 4,000,000
Interest of spouse (Note 1)
HRE(H2) 7,392,000
Joint interests (Note 2)
RETESEMAMNZS) 145,872,000
Founder of discretionary
trust (Note 3)
EMELT EREAA 1,400,000 4,000,000 164,064,000 72.36
Ms. Chung Pui Wan Beneficial owner
EBER (1) 1,400,000 4,000,000
Interest of spouse (Note 1)
HREER(2) 7,392,000
Joint interests (Note 2)
PREFESEIMANILS) 145,872,000
Founder of discretionary
trust (Note 3)
LY EREAA 200,000 300,000 500,000 0.22
Mr. Yip Kwok Li Beneficial owner
BREREE EREAA 2,600,000 1,800,000 4,400,000 1.94
Mr. Chan Chi Chau Beneficial owner
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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 totalling 5,400,000 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 5,400,000
shares by virtue of the SFO.

2. HERMBEGCTETREMELZT®LFR 2. The shares are held jointly by Dr. Ip Chun Heng, Wilson and Ms. Chung
A Pui Wan.

3. ZERMHEPromised Retumn Limited A ° 3. The shares are held by Promised Return Limited, a special vehicle
Promised Return Limited /52 A2 EETE used solely for the purpose of holding the shares for the benefit of a
eREmmMEEERN 2 FPIHE - EETEt discretionary trust in which Dr. Ip Chun Heng, Wilson and Ms. Chung Pui
NMeEMEZ LTV EAIRA - Wan are the founders.

4,  EXFRaLZ RO TR A ° 4. Interests in shares stated above represent long positions.

RAEQAFMBE AR 2 EE Interest in the subsidiary of the Company

IR EREIRER A
(Htst2)
Non-voting deferred
MELARERE SHORME shares (Note 2)

EEHE Name of Capacity and #H Aok

Name of Directors the subsidiary nature Number Percentage

BERsEHLT SR I mBL RO R AR 153,000 51%

Dr. Ip Chun Heng, Wilson BRARI(MET) Personal interests

Bonjour Cosmetic
Wholesale Center
Limited (Note 1)
BmEL LT R @B IO R AR 147,000 49%

Ms. Chung Pui Wan

Hrad -

1. BEUEERBEROERARDNARFZE 1.

EMBRF

2. ZEERERRCRMHEMER  SkE 2.

E7R1.00/87T °

46

BRAB(HET) 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 2008, 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.

Disclosure of Information on Directors

Pursuant to rule 13.51B(1) of the Listing Rules, the changes of
information on Directors are as follows:

Dr. Ip Chun Heng, Wilson was appointed as the CEO on 1st January
2008. Subsequent to the appointment, Dr. Ip is the Chairman, CEO
and Executive Director of the Company as at the date of this annual
report.

With effect from 1st January 2008, the annual remuneration of the
Executive Directors had been adjusted to HK$3,114,000 for each
of Dr. Ip Chun Heng, Wilson and Ms. Chung Pui Wan respectively,
HK$888,000 for Mr. Yip Kwok Li, HK$838,000 for Mr. Chan Chi Chau,
and which all of them are still entitled to the discretionary bonus.
All the aforesaid annual remuneration and discretionary bonus are
covered by the service contract of each of the Executive Directors.
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Directors’ Report (continued)

Disclosure of Information on Directors (continued)

With effect from 1st July 2008, the annual remuneration of the
Independent Non-executive Directors had been adjusted to
HK$150,000 for Mr. Wong Chi Wai, and HK$140,000 for each of
Dr. Chow Ho Ming and Mr. Lo Hang Fong respectively, and they are
not entitled to any bonus. All the aforesaid annual remuneration are
covered by the appointment letter of each of the Independent Non-
executive Directors.

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

As at 31st December 2008, 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:

HERBY

Aot

RS (iF1) Approximate
Total interests percentage

in shares (Note 1) of interests

Promised Return Limited (Note 2)(#1i#2)
Deco City Limited (Note 2)(f51£2)

DBS Trustee H.K. (Jersey) Limited (Note 2)(#t712)

Wit -
1. EXPTZ Bin s TiiEA R o

2. Promised Retun Limited ([ Promised Return |)
JhfDeco City Limited2&# %A © MDeco
City LimitedB| &— Rl 2 #{=7tE<£DBS
Trustee H.K. (Jersey) Limited®#ZE 2 & HHB
ZAF] c ZERETES IR APEER
THT((EEL ) REMELE(ERD2Z
KK E © Promised ReturnJ3E A4 it
2REEEESNEMIFERGN 2 BPIHE -
REFEMAZBE - Promised ReturnZ fi%
BN RIBEB T REXFES1%KR49% © X
—ZT=FXA+EH ERTRELE
Promised Returnz 2 B8 B TAE AN E T
Deco City Limited °

R EXPREESN R _TTN\EFE+_H
=t+—B  #BECAALIRAREDET
B o B IR AR RE 7 M B AR XV ER SR
2R EIN BAMARFHE 2 s M

PN
KA o
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145,872,000 64.33%
145,872,000 64.33%
145,872,000 64.33%
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 2008.
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Directors’ Report (continued)

Purchase, Sale or Redemption of Securities

¢ ISR/ ﬁ’ﬁ?&Fﬁ BRI A A A4 During the year, the Company repurchased a total of 10,724,000
= 10,724,000 H = ,if%l £ {8 & ordinary shares of the Company at an aggregate consideration of
25,000,660/ 7T, © E%@EZ% TEAk 2 5 HK$25,000,660 on the Stock Exchange. Details of the repurchases of
/N such ordinary shares were as follows:
BEZEREA BREBRER
Number of BS B BEEE
AR ordinary shares Price per ordinary share Aggregate
Date of repurchase repurchased Highest Lowest purchase price
(&r) &) (&r)
(HK$) (HK$) (HK$)
—FEENF—H January 2008 2,072,000 1.35 1.22 2,724,560
—FEENF=H March 2008 2,668,000 1.85 1.62 4,678,680
—EENFNYA April 2008 2,596,000 2.85 2.63 6,999,600
—EENFLA July 2008 307,000 3.88 3.80 1,179,360
—ZEENFNA September 2008 1,846,000 3.81 3.01 6,496,730
—EEN\F+A October 2008 1,140,000 2.80 1.90 2,731,080
—“EENF+—H November 2008 95,000 2.03 1.99 190,650
E&H Total 10,724,000 25,000,660
B ECHBEEN  AARISHEEMMEBZLA  Save as disclosed above, there was no purchase, sale or redemption
ARNFEAMEEE  HERBROAATE by the Company, or any of its subsidiaries, of any listed securities of

] EHEEss o
IREFRHER

TR AEEZEARAREERS BIMG
NEB 2 RE10.9% Kk 22.5% @ MAEE
ZRARAARBEFPDREARER EX5H
0.4%%1.1% °

MEBE  REIHMEALIARBEM
BROBEZEMABEAR R D HITRAS
5% ) R AEBEM A AHRERREFF
BRI -

HEARRE

RAREMBAR ZEEHNENEFM
B 7 EHmERME19 ©

BEEEH

FALEFT L FEEBARR 2R
MEABYFEH 2 EERITREH

—RR\EEH

the Company during the year.
Major Customers and Suppliers

During the year, the Group’s largest and five largest suppliers
accounted for 10.9% and 22.5% of the Group’s purchases
respectively, and the Group’s largest and five largest customers
accounted for 0.4% and 1.1% of the Group’s turnover respectively.

None of the Directors, their associates, or any shareholder of the
Company (which to the knowledge of the Directors own more than 5%
of the Company’s issued share capital) has any interest in any of the
Group’s five largest suppliers and customers.

Investment in Subsidiaries

The activities of the Company’s subsidiaries are set out in Note 19 to
the financial statements on pages 91 to 94.

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 2008, that would constitute connected transactions
under the Listing Rules.

Change in Board Lot Size

The board lot size of the shares for trading on the Stock Exchange
has been changed from 4,000 shares to 1,000 shares with effect from
30th May 2008. The Board believes that the reduced board lot size will
facilitate trading and improve the liquidity of the shares and enable the
Company to attract more investors and broaden its shareholders base.
The change in board lot size does not affect any of shareholders’
rights.

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 2008, the Group made
charitable donations totaling HK$1,530,000.

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, 7th April 2009
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Independent Auditor’s Report

RSM Nelson Wheeler
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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 53 to 110, which
comprise the consolidated and Company balance sheets as at 31st
December 2008, 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 2008 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, 7th April 2009
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mEWER Consolidated Income Statement
HE—LELENFf—_A=1+—HIFFZF For the year ended 31st December 2008
—EENFE ZET+F
2008 2007
Bt FET FET
Note HK$°000 HK$'000
20 Turnover 6 1,381,889 1,209,816
SHE R Cost of goods sold (732,655) (687,418)
EF Gross profit 649,234 522,398
H ot A Other income 7 11,617 11,081
AR AN Distribution costs (35,259) (33,713)
T 2 Administrative expenses (454,719) (412,699)
HEfh s & Other operating expenses (11,473) (1,023)
BEERK BT Profit from operations 159,400 86,044
B & B AN Finance costs 9 (556) (1,085)
FEAL B & A Rl A Share of profits of an associate 614 255
RRBE BTSSR Profit before tax 159,458 85,214
st Income tax expense 10 (26,966) (13,958)
RAREEFEEA Profit for the year attributable to
EEEERR equity holders of the Company 11 132,492 71,256
BRER Earnings per share 15
HR Basic HK57.7 centsi&{li HKS30.7 cents&
by Diluted HK56.3 centsiB{li HK30.5 centsial
—EENFEER 53
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HEEEARER Consolidated Balance Sheet
REEFENFA+ZH=4+—H At 31st December 2008
—EENFE ZETF
2008 2007
Bt FET FET
Note HK$°000 HK$'000
FREEE Non-current assets
WE - WERKE Property, plant and equipment 16 39,165 32,362
Yaft b E T IE Prepaid land lease payments 17 1,534 1,560
EES Goodwill 18 - 1,890
REEE N R 2 IRE Investment in an associate 20 3,729 3,115
He RKEZLS Rental and utility deposits 29,884 22,830
BEEFIBE E Deferred tax assets 27 3,930 4,775
78,242 66,532
REBEE Current assets
=78 Inventories 21 131,497 119,788
BUNE SRR Trade receivables 22 19,489 11,970
e MKEZRE Rental and utility deposits 18,244 20,491
AR R Prepayments, deposits and
H{th fE U BRFX other receivables 15,796 15,427
JEA A NEIE ) Due from an associate 20 4,235 4,088
BNEAFE IR & B Current tax assets 153 81
RITNIR S S8R Bank and cash balances 23 158,581 122,476
347,995 294,321
REBAE Current liabilities
EREFER Trade payables 24 111,198 98,544
E b BRI Other payables,
- BET & deposits received
MEHEE and accrued charges 50,701 42,604
IR Deferred revenue 28,829 35,753
REFIRITER Current portion of long-term
2 BERER 5 bank borrowings 25 187 178
B5MEER Trade finance loans 25 24,712 18,740
RITEX Bank overdrafts 25 10 508
MEMREFA Finance lease payables 26 957 148
BIEARIE B & Current tax liabilities 30,436 8,708
247,030 205,183
REEEEE Net current assets 100,965 89,138
BEERTBHER Total assets less current liabilities 179,207 155,670
54 Annual Report 2008
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HEEERERE) Consolidated Balance Sheet (continued)
REEFNFA+ZH=4+—H At 31st December 2008
—EENF —TELF
2008 2007
izt FET FEIT
Note HK$’000 HK$'000
ERBEE Non-current liabilities
RHIRITER Long-term bank borrowings 25 144 334
BEMRERIE Finance lease payables 26 2,122 305
RS EaE Long service payment liabilities 28 786 354
3,052 993
EEFE NET ASSETS 176,155 154,677
EXRRFE Capital and reserves
R Share capital 29 2,268 2,340
B Reserves 30 173,887 152,337
HEER TOTAL EQUITY 176,155 154,677
N-BEZFTNFNA+HEEEZSHE - Approved by the Board of Directors on 7th April 2009.
Ip Chun Heng, Wilson Chung Pui Wan
R8T ERE
Director Director
EE =
—EENFEER 55



BONJOUR

BEEAER Balance Sheet
R=FENF+—HA=+—H At 31st December 2008
—EEN\F —EELF
2008 2007
izt FET FET
Note HK$°000 HK$'000
ERBEE Non-current assets
R B AR ZIEE Investments in subsidiaries 19 34,041 34,041
REBEE Current assets
FE B B A Bl I8 Due from subsidiaries 19 265,050 81,613
RITRIR S SR Bank and cash balances 23 7,258 23,564
272,308 105,177
REBEE Current liabilities
JEAT B /8 A RIRKIE Due to subsidiaries 19 119,615 32,492
HMEMNBRE RFESTER  Other payables and accrued charges 8,122 4,844
127,737 37,336
REBEEFE Net current assets 144,571 67,841
EEFE NET ASSETS 178,612 101,882
EXR#EE Capital and reserves
R AR Share capital 29 2,268 2,340
(et Reserves 30 176,344 99,542
MR TOTAL EQUITY 178,612 101,882

RIZZENFNALBEEESIE -

56

Ip Chun Heng Wilson
BEHS
Director

EF

Approved by the Board of Directors on 7th April 2009.

Chung Pui Wan
Director

EF
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mEEREEBR Consolidated Statement of Changes in Equity
HE_TEZTNF+_A=1+—HIFFEZF For the year ended 31st December 2008
KRRERETAEL
Attributable to equity holders of the Company
R XA ek
BXEE HE ELRE
RADEREER i Share-  Foreign
BE Share Capital ~ &4tH#E based currency RERF s
Share  premium redemption Merger  payment translation Retained Total
capital account reserve reserve reserve reserve profits equity

TET TBT TET TET TBT TET TBT TET
HK$'000  HK$000  HK$000  HK$000  HK$000  HK$'000  HK$'000  HK$'000

RZZEZLF—[—H At 1st January 2007 2,256 50,964 - 415 2,421 - 23,5620 79,5676
FERFNREAER 2 Profit for the year and total
WARRY % recognised income and
expense for the year - - - - - - 71,256 71,256
Bl Issue of shares upon exercise
BTG of share options 114 11,664 - - (1,742) - - 10,036
fRinEEm Repurchase of shares (30) (3,832) 30 - - - - (3,832)
R LA+ Recognition of share-based
payments - - - - 1,403 - - 1,403
—“ERLESNPERE 2007 interim dividends paid - - - - - - (3,762) (3,762)
RIZBTAE At 31st December 2007
+ZRA=+-8 2,340 58,796 30 415 2,082 - 91,014 154,677
RZZEZ\F—H—H At 1st January 2008 2,340 58,796 30 415 2,082 - 91,014 154,677
B =S Translation difference - - - - - 210 - 210
FERHF Profit for the year - - - - - - 132,492 132,492
FRER WA Total recognised income and
MY B expense for the year - - - - - 210 132,492 132,702
TR ERER Issue of shares upon
BITRAD exercise of share options
(Wi2t296) (Note 29(3)) 34 5,018 - - (688) - - 4,364
RinEEE Repurchase of shares
(H290)) (Note 29(b) (106)  (24,878) 106 - - - - (24,878)
B GSERI Recognition of share-based
payments - - - - 7,409 - - 7,409
TEELFDMNRERE 2007 final dividends paid - - - - - - (51,050) (51,050)
—ETN\FENPHRE 2008 interim dividends paid - - - - - - (41,326)  (41,326)
—TT)\FEMHEBIRE 2008 special dividends paid - - - - - - (6743)  (5743)
RZZENF At 31st December 2008
+-A=1+—8 2,268 38,936 136 415 8,803 210 125,387 176,155
Rk Representing :
RZEZNF At 31st December 2008
+-A=1+—H after proposal of
(BURRERE%) final dividend 124,388
BRI A Proposed final dividend 51,767
ARREGEEA Equity attributable to
[Elh#ER equity holders
of the Company 176,155
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REBRSRER
B —TEN\F - A=1—HIFFZ

Consolidated Cash Flow Statement
For the year ended 31st December 2008

—EEN\F —ETTLF
2008 2007
Htat FET FEIT
Note HK$’000 HK$'000
REXBREEZ CASH FLOWS FROM OPERATING
RERE ACTIVITIES
B 35 i Al Profit before tax 159,458 85,214
AT S EELFAE Adjustments for:
& R Finance costs 556 1,085
JEAGEE & A RDA T Share of profits of an associate (614) (255)
FEMA Interest income (865) (455)
REIRB S BE Provision for long service payment 432 123
= BRI SH Bad debts written off - 2
2Rz BEfNERe Deposit paid forfeited - 450
e Depreciation 18,967 19,468
FEAT 3 FH & R IE Y Amortisation of prepaid land lease
payments 26 26
HEME - HE R Gain on disposals of property,
Bl plant and equipment - (44)
MIEZE - WE Written off of property, plant
B4 and equipment 679 827
I FERE Write-back of
slow-moving inventories (617) (163)
EER AR 1R Impairment loss on goodwill 1,890 -
{1 32 1~ Share-based payments 7,409 1,403
LEEeEEF 2 Operating profit before working
il capital changes 187,321 107,681
ZE® Increase in inventories (11,092) (4,688)
FEUE 5 AR FRIE N Increase in trade receivables (7,519) (4,274)
He koKkEZE (Increase)/decrease in rental and
(), md utility deposits (4,807) 28
TENTRIE - ET R EAM Increase in prepayments, deposits
& W BR TR 3E and other receivables (369) (3,460)
FERTE S ARFIG Increase in trade payables 12,654 10,595
Hip SR - BUW Increase in other payables,
e REFTRAX deposits received and
Ehn accrued charges 8,097 9,581
R R 55 Rk > Decrease in deferred revenue (6,924) (4,330)
KEEBREE RS Cash generated from operations 177,361 111,133
ENEBNER Hong Kong profits tax paid (4,440) (1,998)
EAIEINIET Overseas profits tax paid (31) (232)
EIREHEF S Hong Kong profits tax refunded 6 412
BAFE Interest paid (489) (1,072)
ENREHEER Finance lease charges paid (67) (13)
EETEFTES Net cash generated from
R4 F5E operating activities 172,340 108,230
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Consolidated Cash Flow Statement (continued)

For the year ended 31st December 2008

BONJOUR

—EENFE —TELF
2008 2007
Btat FHET FEIT
Note HK$’000 HK$'000
REFTBREEZ CASH FLOWS FROM INVESTING

HERE ACTIVITIES
BNEENRIZER Loans advanced to an associate (147) (1,456)
B UWF B Interest received 865 455
BAYZE - WS NERE Purchases of property, plant and

equipment (23,173) (10,922)
HEWE - BE MEE Proceeds from disposals of property,

FrigsIa plant and equipment 50 170
RERPAFEER D FRE Net cash used in investing activities (22,405) (11,753)
RMEFBREEZ CASH FLOWS FROM FINANCING

HE&ERE ACTIVITIES
BERBIRITER Repayment of long-term

bank borrowings (181) (190)
BomEETIEINFEE Increase in trade finance loans, net 5,972 418
EEMEHRETR Repayment of finance lease payables (681) (124)
BITHAD FT1S5RIE Proceeds from issue of shares 4,364 10,036
{7 iE [l Repurchase of shares (24,878) (3,832)
BN TARRAER Dividends paid to equity holders

BB AZRE of the Company (98,119) (3,762)
BESEB(F#E) FrESE  Net cash (used in)/generated from

7RG HER financing activities (113,523) 2,546
RekAEEEY NET INCREASE IN CASH AND

booiipect ] CASH EQUIVALENTS 36,412 99,023
INEEE D) 2 L Effect of foreign exchange rate changes 191 -
R—A—-HZzE&R CASH AND CASH EQUIVALENTS

BeLEY AT 1ST JANUARY 121,968 22,945
R+ZA=+—Hx2 CASH AND CASH EQUIVALENTS

HERESZEY AT 31ST DECEMBER 158,571 121,968
ReRESEBYIN ANALYSIS OF CASH AND

CASH EQUIVALENTS
RITNIR S SRR Bank and cash balances 23 158,581 122,476
RITHEX Bank overdrafts 25 (10) (508)
158,571 121,968
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Notes to the Financial Statements
For the year ended 31st December 2008

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 Islands 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 Hong Kong Financial Reporting
Standards

In the current year, the Group has adopted all the new and
revised Hong Kong Financial Reporting Standards (“HKFRSs”)
issued by the Hong Kong Institute of Certified Public Accountants
that are relevant to its operations and effective for its accounting
year beginning on 1st January 2008. HKFRSs comprise Hong
Kong Financial Reporting Standards; Hong Kong Accounting
Standards (“HKAS”); and Interpretations. The adoption of these
new and revised HKFRSs did not result in substantial changes
to the Group’s accounting policies and amounts reported for the
current year and prior years.

The Group has not applied the new HKFRSs that have been
issued but are not yet effective. The Group has already
commenced an assessment of the impact of these new HKFRSs
but is not yet in a position to state whether these new HKFRSs
would have a material impact on its results 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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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

3.

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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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

3.

Significant Accounting Policies (continued)

(b) Business combination and goodwill

()

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. Identifiable 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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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

3.

Significant Accounting Policies (continued)

(c)

(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

[tems included in the financial statements of each of the
Group’s entities are measured using the currency of
the primary economic environment in which the entity
operates (the “functional currency”). The consolidated
financial statements are presented in Hong Kong
dollars, which is the Company’s functional and
presentation currency.
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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

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

— Al resulting exchange differences are recognised
in the foreign currency translation reserve.

On consolidation, exchange differences arising from the
translation of the net investment in foreign entities and
of borrowings are recognised in the foreign currency
translation reserve. When a foreign operation is sold,
such exchange differences are recognised in the
consolidated income statement as part of the profit or
loss on disposal.
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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

3. Significant Accounting Policies (continued)

(d) Foreign currency translation (continued)

(e)

(iii) Translation on consolidation (continued)

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:

2%

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

Buildings
Leasehold improvements

Furniture, fixtures 20%
and equipment
Motor vehicles 30%

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.

65



BONJOUR

B RRM T (E)
Bz —FENF+—_A=+—HIFFEZE
3. FESHHE(E)
HE
() BEHE
WHEB 2 Ko = A&@
WAHHEAREBZHE
@ﬁm“ﬂﬁom“ﬁﬁm
AR A HHE AW ZE
EE%  REEHANE
AW SR P INERY -
(i) WEHE
BEEERE 2 REMHRER
FoREEEAEE 2 HE
E Ao BEARMEMEEA
BR - INEHEAR IR - BT
EgHEEEC A TFER
=EBEMFIRE(URIK
ERE)EFTER  MEH
A EAFIARFEERT -
FHEAZBEERIINE
Ea8ERANFHEENRER
E-HeDRREBRLE
EBEAERIELESE - ME
ERe s EEHBARNZE
o U T 2B EmEE
EZHEER -
RBERET 2 EENES
BEERGIKEBRTEN
%— o
(99 FE
T8 ThiR K ANE ] 38 7 E M
FEZRIEEARR - KAEMNEA
%ﬁﬁ%#ﬂ RAEAFEZ
BERARG BRI E T
B Rﬁ%ﬁ&ﬁ@%ﬁ
EWHB T MARTEE 2
A o AT IR E ISR B
HiEES 2t EE R E MG E
TR ARIELSEENE 2 TEH
RAETE -
66

Notes to the Financial Statements (continued)
For the year ended 31st December 2008

3.

Significant Accounting Policies (continued)

)

(9)

Leases
(i) Operating leases

Leases in which a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating leases. Lease payments (net of
any incentives received from the lessor) are expensed in
the income statement on a straight-line basis over the
lease term.

(i) Finance leases

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

The corresponding liability to the lessor is included
in the 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.

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.

Annual Report 2008



3.

B IS ERRMIEE(4F)
Br—EE\Ft - A=1—HILFEF
FESTBEAE)
(h) SRITAZEIRAKLER

TREERERABNARENK
RETEB IR 2T
HEEERBRAER -

EREEWRREREZAKNE
MEwE - RAKREREERE
REAR A ER 0 L K [ e e by
IAKEMEERTRREEE
B K BR 0 LB B2 [0 iy - R
RREBEHEEMEFER - Al
BMEERK LR - R LFER
TREER  BEREEHREDK
KRB A R B A 2 R
RZ Bt Bm 2 BMEREN K
TR °

EEMAAONEELEEER
B - BUBSRERE & LR SR
BE - RIEREMBEIRE
BEEENREZZERKRERA
HERR o

B2 R HEEKARR

85 M H A W AR R IE I A Bl
SRl EER] B R BB T S 4R
BZFTESREE - AP RK
NHERER - MERARAER
A 3R 0 2 S 5 PN A0 BR OB (B B
BEtE - WEEBEER T AL
B T RE R FE W AR SR 2 R A 1R
WEFrAEHIE - REglWE5
Ko B Al R BR SR AE BB B
Bz BB RYRSRE(ER
et RRREREREZHNZE
B WRVITHERZ BN RE
B o BB BERRERDE

7
B

B EUR R 2 AT E £ BB IE AN TS
EBMERNERREREEZSE
HERER - RIBEBSESNEER
A 3 ] 30 78 W an R AR - MR
Wk AR B R B ] B 82 AR
BErEBERJARERDRERIE
HZ RBEHERARR -

—RR\EEH

BONJOUR

Notes to the Financial Statements (continued)
For the year ended 31st December 2008

3.

Significant Accounting Policies (continued)

(h) Recognition and derecognition of financial instruments

(i

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

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

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expires. The difference between the carrying amount of the
financial liability derecognised and the consideration paid is
recognised in the income statement.

Trade and other receivables

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

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

67



BONJOUR

PSR M ()
—FENFS A= —HIFE

o]

3.

68

ETEEHREE)
() BERBELEEY
ARERERME  RE MRS

(k)

0

(m)

(n)

(o)

FEMERTAFHAZRAE 7
PN RTT S LA BA s e 8 2 5 HA
Tk ARG R R IENIRE
(TL#%E%%E&TEF@
""""" gy sEALMAE) R KR
SEEYNEERAREREBEER
R/RASERRBRASERE SN
RITEX °

THMEERERTA

REZBVHBHREEL - ©REA
EREm TADREZ2MAE
KiEm TAMRI AT HEE
EkemaEhEs TR 2 ERM
TN - Em T AEERARNE
HRASEBZABERERNEE
ERHRTRaZEEH -

AR A FE - HRAEL
ZRBUAMER - RgERER
M ZEIZ B SRR AR AR

@#$%Eﬁﬂfﬁfﬂ

FEE(E
ERBEEEHERRZ D12
E'TWFMfﬁ@ﬁﬁ@%
MBERRERAE

BB ERARABENIAEQF

BEE - REUATEE 2 5R
R

- ARENZBEEESEE
RIB75RI B - RABER
SREEIEE + &

- VZERLBNRERER
WE RN B AN K Em R
WEER ) RAT#

85 &k 2R IRK

B 5 N EMENRAI TR AT
BHER - RRARAERNEE
E%%&$W%'Wﬁﬁ%%l
REAX - RIARKASIER o

EXTH
NARFEITZEZ T ATIRK

M2 EEFRRABRERRITAAR
N

Notes to the Financial Statements (continued)
For the year ended 31st December 2008

3.

Significant Accounting Policies (continued)

)]

(k)

o

(m)

(n)

(o)

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.

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.

Financial guarantee contract liabilities

Financial guarantee contract liabilities are measured initially
at their fair values and are subsequently measured at the
higher of:

— the amount of the obligations under the contracts, as
determined in accordance with HKAS 37 “Provisions,
Contingent Liabilities and Contingent Assets”; and

- the amount initially recognised less cumulative
amortisation recognised in the income statement on
a straight-line basis over the terms of the guarantee
contracts.

Trade and other payables

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

Equity instruments issued by the Company are recorded at

the proceeds received, net of direct issue costs.
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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

3.

Significant Accounting Policies (continued)

()

(q)

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.

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) 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.
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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

3.

Significant Accounting Policies (continued)

(q) Employee benefits (continued)

(ii)

(iii)

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.

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 at
the balance sheet date.

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.
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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

3.

Significant Accounting Policies (continued)

(r)

(s)

(t)

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.

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.
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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

3.

Significant Accounting Policies (continued)

®

(u)

Taxation (continued)

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.

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:

(i)  directly or indirectly through one or more intermediaries,
the party controls, is controlled by, or is under common
control with, the Group; has an interest in the Group

that gives it significant influence over the Group; or has
joint control over the Group;

(i) the party is an associate;

(iii)  the party is a joint venture;
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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

3. Significant Accounting Policies (continued)

(u) Related parties (continued)

v)

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

(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.

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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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

3.

Significant Accounting Policies (continued)

(w)

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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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

3.

Significant Accounting Policies (continued)

(x)

v)

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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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

4,

Key Sources of Estimation Uncertainty (continued)

(b)

()

(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$Nil after an impairment loss of HK$1,890,000 was
recognised during the year.

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”) and Binomial Options Pricing
Model (“Binomial Model”) (hereinafter collectively referred to
as the “Models”) were used. Both Models are the generally
accepted methodologies used to calculate the fair value of
the share options. The Models require 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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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

5. Financial Risk Management

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

(a)

(b)

Foreign currency risk

The Group has certain exposure to foreign currency risk
though most of its business transactions, assets and
liabilities are principally denominated in the functional
currency of the Group’s entities. But certain purchases
transactions and trust receipt loans are denominated in
Japanese Yen (“JPY”). The Group currently does not have a
foreign currency hedging policy in respect of foreign currency
transactions, assets and liabilities. The Group will monitor its
foreign currency exposure closely and will consider hedging
significant foreign currency exposure should the need arise.

At 31st December 2008, if the Hong Kong dollar (“HKD”)
had weakened 10 per cent against the JPY with all other
variables held constant, consolidated profit after tax for the
year would have been HK$1,469,000 (2007: HK$NIl) lower,
arising mainly as a result of the foreign exchange loss on
trade finance loans denominated in JPY. If the HKD had
strengthened 10 per cent against the JPY with all other
variables held constant, consolidated profit after tax for the
year would have been HK$1,469,000 (2007: HKS$NIl) higher,
arising mainly as a result of the foreign exchange gain on
trade finance loans denominated in JPY.

Credit risk

The carrying amount of the bank and cash balances, trade
and other receivables and amount due from an associate
included in the consolidated 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.

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

The credit risk on bank and cash balances is limited because

the counterparties are banks with high credit-ratings
assigned by international credit-rating agencies.
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Notes to the Financial Statements (continued)

For the year ended 31st December 2008

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:
PR—F —FEMFHE MFEELFHH
Less than Between Between
1year 1and2years 2 and5 years
FEIT FET FEIT
HK$'000 HK$'000 HK$'000
R=ZZENFE At 31st December 2008
+=—A=+-—8
B 5 M EMERIRR Trade and other payables 161,899 - -
RITERNES Bank borrowings and overdrafts 205 146 -
BSMEER Trade finance loans 24,945 - _
BVEMHERIA Finance lease payables 1,048 980 1,350
R=-ZZLF At 31st December 2007
+=A=+-—8
E 5 MEMEMNERR Trade and other payables 141,148 - -
RITERNES Bank borrowings and overdrafts 707 199 150
EImMEER Trade finance loans 18,740 - -
BB ERIA Finance lease payables 165 347 -
FlZ= @ B (d) Interest rate risk

AEBE S 2 MR E R E R
BERTER  RITIEARES
BMEER - ZFFKMERATH
TZEBNEREEERFHRE

&) o

PN

RE BRI EF

HER  MEEERMBEE
RIS & AL B B 7 BB M
YRR -

after tax.

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

At balance sheet date, the impact of the sensitivity to the
reasonably possible change in interest rates on financial
assets and liabilities is insignificant to the consolidated profit
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HE—LELENFf —_A=1+—HIFFZ For the year ended 31st December 2008
5. BIXRBREEE) 5. Financial Risk Management (continued)

(e) A¥E

AEENGAEERBERARKR
ZHBEERMBAEZREE
HEXRQZAVEES -

6. EXH 6.

AEBEZEZXBPEHEPZERHEE
R BRFBUALAT

(e) Fair values

BONJOUR

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

services to customers are as follows:

—EENF —EELF
2008 2007
FET FET
HK$’000 HK$’000
34 P o Sales of merchandise 1,172,590 1,076,492
EDERR RS WA Service income of beauty treatment services 182,177 101,878

®wREEmBENETE Recognition of service income attributable to
JEAE ARFS UL A BB expired prepaid packages 12,431 16,558
HEA Commission income 14,691 14,888
1,381,889 1,209,816

7. HalkA 7. Other Income

—EENF —EELF
2008 2007
FETT FEIT
HK$°000 HK$’000
RITFBULA Bank interest income 865 455
HElw A Rental income 7,190 6,974
HAnW A Other income 3,562 3,652
11,617 11,081
—EENFEFER 79
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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

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 2008
are as follows:

80

RERBEXS e
REEM AR
Wholesaling REDD
and retailing of Operation
beauty and of beauty
health-care  and health ESfE ] MEt
products salons Elimination Total
FET FET FET FET
HK$’000 HK$’000 HK$’000 HK$’000
DM Segment revenue
T Turnover
Ho Mz External revenue 1,187,281 194,608 - 1,381,889
o lalhes Inter segment revenue 1,133 - (1,133) -
1,188,414 194,608 (1,133) 1,381,889
DIREE Segment results 96,250 51,533 147,783
Hp A Other income 11,617
il NIl Share of profits of an associate 614 - - 614
BE KA Finance costs (556)
BREL AT A Profit before tax 159,458
kb Income tax expense (26,966)
FEE A Profit for the year 132,492
NIEEE Segment assets 377,445 116,379 (91,541) 402,283
REFERAI 2 RE Investment in an associate 3,729 - - 3,729
KRB ARBE Unallocated corporate assets 20,225
BEE Total assets 426,237
PRAR Segment liabilities 202,015 105,762 (91,541) 216,236
bl /N = Unallocated corporate liabilities 33,846
EEE Total liabilities 250,082
HihnBEEHR Other segment information:
VN Capital expenditure 12,313 14,167 - 26,480
e NEE Depreciation and amortisation 7,648 11,345 - 18,993
B R SE Impairment loss on goodwill 1,890 - - 1,890
HiIEREHEY Other non-cash expenses 6,613 1,290 - 7,903
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B IRRMI R (4F) Notes to the Financial Statements (continued)
HE—ELENFf —_A=1+—HIFFZ For the year ended 31st December 2008
8. DEEME) 8. Segment Information (continued)
HE-_ZE+HF+_A=+—HItHF The segment information for the year ended 31st December 2007
EzABERNT are as follows:
HERTEER eyt ]
REZEM E
Wholesaling fREEHL
and retailing of Operation
beauty and of beauty
health-care and health iy 4=t
products salons Elimination Total
FHET FET FHET FHET
HK$°000 HK$000 HK$000 HK$000
D Segment revenue
o Turnover
HoMzs External revenue 1,091,380 118,436 - 1,209,816
HEEWE Inter segment revenue 1,128 - (1,128) -
1,092,508 118,436 (1,128) 1,209,816
DEERE Segment results 59,373 15,590 74,963
HagA Other income 11,081
JE(REE N AR F Share of profits of an associate 255 - - 255
BEMAR Finance costs (1,085)
PR A B A Profit before tax 85,214
Fekif < Income tax expense (13,958)
FREHEM Profit for the year 71.256
AMEBRE Segment assets 294,417 64,108 (18,247) 340,278
REERRZRE Investment in an associate 3,115 - - 3,115
KO ARIEE Unallocated corporate assets 17,460
BEE Total assets 360,853
SHEBE Segment liabilities 132,093 83,110 (18,247) 196,956
KO AEIEE Unallocated corporate liabilities 9,220
BE Total liabilities 206,176
HihpEgEr Other segment information:
BARFEL Capital expenditure 3,150 8,000 - 11,150
e K Depreciation and amortisation 8,668 10,826 - 19,494
HigER e Other non-cash expenses 2,901 937 - 3,838
—EENFER 81
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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

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 revenue by location
of customers is presented as the Group sells substantially all
merchandise and provides substantially all services to customers

RE|D 2 e o in Hong Kong.
[EN= 2% 9. Finance Costs
—EEN\F ZETLF
2008 2007
FHET FET
HK$’000 HK$'000
WITERNES 2 Interest expense on bank borrowings
MERXZ and overdrafts 489 1,072
RMEHEEMA Finance leases charges 67 13
556 1,085
Frisfipa 10. Income Tax Expense
—EENF ZETLF
2008 2007
FET FET
HK$’000 HK$'000
BIEARRIE — B AN 1S Current tax — Hong Kong Profits Tax
NEEEE Provision for the year 26,146 10,361
BEFEHEREE Over-provision in prior years (274) (334)
25,872 10,027
BVEARR TR — &5k Current tax — Overseas
REFEAE Provision for the year 307 89
B FE (BERE) (Over)/under-provision in prior years
S BB R (58) 50
249 139
BIERIR(H7t27) Deferred tax (Note 27) 845 3,792
26,966 13,958

BENSHEZEEZ 2T
=+ - RIEFREZ G ERTURF A
BE16.6%( —TFLF : 17.5%) &t

st
B o
Ea

NEFE+=A

ended 31st December 2008.

Hong Kong Profits Tax has been provided at the rate of 16.5%
(2007: 17.5%) on the estimated assessable profit for the year
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Notes to the Financial Statements (continued)

10. Income Tax Expense (continued)

practices in respect thereof.

For the year ended 31st December 2008

BONJOUR

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

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

associate) multiplied by the Hong Kong Profits Tax rate is as

follows:
—EENF —ET+F
2008 2007
FET FET
HK$’000 HK$'000
FRA AR R (D EHE Profit before tax (excluding share of
FE(RESE & A RNEF) profits of an associate) 158,844 84,959
REBFERE16.5% Tax at the Hong Kong Profits Tax
EZFIE rate of 16.5% (2007: 17.5%) 26,209 14,867
ZETAHF 17.5%)
HEBRB WA G E Tax effect of income that is not taxable (3,062) (3,236)
TRz A 2 s & Tax effect of expenses that are not deductible 2,094 495
B AR MR IEE 1B Tax effect of utilisation of tax losses not
2 BB previously recognised (1,004) (5642)
BAEEE ZIELERIBEEE Over/(under)-provision of deferred tax assets
FRREEE (BETR) in prior years 38 (25)
AERAREEELRTR =2 Tax effect of unrecongised tax losses and
2B temporary differences 3,140 2,724
BEFEHRERE Over-provision in prior years (332) (284)
MEARTRNEY &8 Effect of different tax rates of subsidiaries (117) (41)
FriSfif X Income tax expense 26,966 13,958
—EENFER 83



BONJOUR
BRI ()

BE-TT/\Fo A=+ —AUFE

11.

84

Notes to the Financial Statements (continued)

For the year ended 31st December 2008

FEEF 11. Profit for the Year
REE 2 REERFEHER(GTA) The Group’s profit for the year is stated after charging/(crediting)
V== the following:
—E22N\F ZETLF
2008 2007
FET FET
HK$’000 HK$'000
ZERNE & Auditors’ remuneration
KFEE Current year 1,030 900
BEFEHBERE Over-provision in prior year - (20)
1,030 880
BEFEEKRA(HF) Cost of inventories sold (Note) 732,655 687,418
WIHFERE () Write-back of slow-moving
inventories (Note) (617) (163)
Bz BENEE Deposit paid forfeited - 450
e Depreciation 18,967 19,468
HEMZE - WEREEBEK=E Gain on disposals of property,
plant and equipment - (44)
WsEE - BB KA Written off of property,
plant and equipment 679 827
R RE R R Impairment loss on goodwill 1,890 -
FEH 1R, () Net exchange losses/(gains) 8,905 (392)
THREF 2 EERERSE Operating lease charge for land
and buildings 160,522 163,294
BINA  BEEEMHE Staff costs, including directors’
emoluments
HFeNTE Wages and salaries 203,503 174,258
A& S 1+ Share-based payments 7,409 1,408
RREFIFT IR Retirement benefits scheme
contributions 6,994 6,833
REAFERR (Write back of)/provision for
(B[R, unutilised annual leave (182) 2,312
RERS & B Provision for long service payment 432 123
218,156 184,929
Mat - BEFERABESIETER Note: Cost of inventories sold includes write back of slow-moving

[B1617,0008 L (Z 2Tt
163,000/ 7T ) * E &P A L&

RIBE 2 RIER -

inventories of HK$617,000 (2007: HK$163,000) which is included
in the amount disclosed separately above.
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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

12. Directors’ and Employees’ Emoluments

(a) Directors’ emoluments

BONJOUR

The remuneration of each director for the year ended 31st
December 2008 were as follows:

-
BEXge
2R RIER
EMFlE Bt
Basic salaries, Retirement
allowances MR ROZHN benefits
#% and benefits Discretionary Share-based scheme @t
Fees in kind bonuses  payments contributions Total
FiET FiET FiET FiET FiET TiEr
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000 HK$'000
HiTES Executive Directors
ERSRL Dr. Ip Chun Heng, Wilson - 2,934 4,013 1,172 180 8,209
BENZEat Ms. Chung Pui Wan - 2,934 4,013 1,172 180 8,299
EFFILE Mr. Yip Kwok Li - 876 45 - 12 933
BREmEE Mr. Chan Chi Chau - 826 69 532 12 1,439
- 7,570 8,140 2,876 384 18,970
BUEHTES  Independent Non-executive
Directors
Bl fE Mr. Wong Chi Wai 135 - - - - 135
B AR Dr. Chow Ho Ming 130 - - - - 130
BEREE Mr. Lo Hang Fong 130 - - - - 130
395 - - - - 395
395 7,570 8,140 2,876 384 19,365
—EENFEER 85
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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

12. Directors’ and Employees’ Emoluments (continued)

(@) Directors’ emoluments (continued)

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

-
EXEe
RHR RINER
ENhR FHElR
Basic salaries, Retirement
allowances gL KAz benefits
#4  andbenefits Discretionary — Share-based scheme fst
Fees in kind bonuses payments  contributions Total
TAT TAT TAT TAT TAT FAT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HiTES Executive Directors
43 hn Dr. Ip Chun Heng, Wilson - 2,953 2,641 230 180 6,004
ENENT Ms. Chung Pui Wan - 2,953 2,641 230 180 6,004
ezl 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
Bl Mr. Wong Chi Wai 120 - - - - 120
[ R Dr. Chow Ho Ming 120 - - - - 120
BEREE Mr. Lo Hang Fong 120 - - - - 120
360 - - - - 360
360 7,603 5,391 562 384 14,300

FR EFVERLIRAZHR
RS 25k -

86

There was no arrangement under which a director waived or
agreed to waive any emoluments during the year.
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B IRRMI R (4F) Notes to the Financial Statements (continued)
HE—ELENFf —_A=1+—HIFFZ For the year ended 31st December 2008
12. EEREEMS(E) 12. Directors’ and Employees’ Emoluments (continued)
(b) EEBRSFAL (b) Five highest paid individuals
FRN - AEEBREERFALFR The five highest paid individuals in the Group during the
BHEMEG(ZZEZELF  WMB)E year included 2 (2007: 2) directors whose emoluments are
= BEEZMEFBEEN X2 reflected in the analysis presented above. The emoluments
D FREKB=ZHR(ZZEZE L of the remaining 3 (2007: 3) individual were set out below.
F:ZB)ATZERHES0T :
—EENE T LF
2008 2007
FAET FET
HK$’000 HK$'000
AEARFE - E& Basic salaries, allowances and
EMia= benefits in kind 1,222 2,854
BB IEAL Discretionary bonuses 348 71
B T A Share-based payments 3,195 102
RIKFEFFHEIH K Retirement benefits scheme contributions 36 36
4,801 3,063
ZEANTZMEBR THIEE - The emoluments fell within the following bands:
AE
Number of individuals
—EBENE ZEE+F
2008 2007
Z 21,000,000/ 7T Nil — HK$1,000,000 - -
1,000,001 8702 HK$1,000,001 — HK$1,500,000
1,500,000/ 7T - 3
1,500,001 &L E HK$1,500,001 — HK$2,000,000
2,000,000/ 7T 3 -
3 3
FR - ANEEWER Ll ERE During the year, no emoluments were paid by the Group
ERFMEEPA T to any of the directors or the highest paid individuals as
© - ERBERENBENE NS an inducement to join or upon joining the Group or as
NEER 2 BB R E (= compensation for loss of office (2007: Nil).

TTLEFEE) -
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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

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$187,954,000
(2007: HK$946,000) which has been dealt with in the financial

KNERIE o statements of the Company.
14. RE 14. Dividends
—ZEENE —ERLF
2008 2007
FET FEIT
HK$°000 HK$’000
R EBER18.08(L2 Interim dividend paid of HK18.0 cents
B ERE (2007: HK1.6 cents) per ordinary share
ZETLF 1.680) 41,326 3,762
BREBER2.5812 Special dividend paid of HK2.5 cents
BEATERIRE (2007: Nil) per ordinary share
(ZZT+F: |) 5,743 -
SR ERE23.0812 Proposed final dividend of HK23.0 cents
HER AR BAAR B, (2007: HK22.2 cents) per ordinary share
ZEELF 22 20l) 51,767 51,050
98,836 54,812

15. BRER

BREXER

KA E AEBETREARZF
EREBEAABREFEAREFE R
F1%9132,492,000/8 L (T L F :
71,256,000 L) R FRNE BITE B
% 2 DO#EF 19 8229,431,000 (==

T4 ¢ 231,728,0000% ) 5HE o

BER#EERR

KARERFEE ABEERESRT
TIREA R RS E AEBGFEE R
F1%9132,492,000/8 L ( Z T L F :
71,256,000 7T ) & & @R < ik
5 #(235,539,000 % ( ZZZ + F
233,676,0000% ) (BN A At EF IR E
AAMZFRNBHETEZRBIMNETF
15 81229,431,000% (= EZT + F -
231,728,000/% ) ) il _E AR F E &8
BRITERMARITERBRERREET
2 EmIL6,108,000 (- T+ 4 ¢

1,948,0000% ) Z IAEFHEETE -
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15.

Earnings Per Share
Basic earnings per share

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$132,492,000 (2007: HK$71,256,000) and the weighted
average number of ordinary shares of 229,431,000 (2007:
231,728,000 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$132,492,000 (2007: HK$71,256,000) and the weighted
average number of ordinary shares of 235,539,000 (2007:
233,676,000), being the weighted average number of ordinary
shares of 229,431,000 (2007: 231,728,000) in issue during the
year used in the basic earnings per share calculation plus the
weighted average number of ordinary shares of 6,108,000 (2007:
1,948,000) assumed to have been issued at no consideration on
the deemed exercise of the share options outstanding during the
year.
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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

16. Property, Plant and Equipment

BONJOUR

REE Group
il £E
HEME &
ErYTs Furniture, AE
BF Leasehold fixtures and Motor Foh
Buildings improvements equipment vehicles Total
FET FET FET FET FET
HK$'000 HK$'000 HK$'000 HK$000 HK$'000
ﬁEZME Cost
—“2T+F-A—H At 1st January 2007 533 78,018 35,542 1,973 116,066
7‘% Additions - 6,467 4,468 215 11,150
HE Disposals - - (148) (140) (288)
b Written off - (2,356) (3,928) - (6,284)
—TZ t¢+ A=+—H  At31st December 2007
“EEN\F-A—H and 1st January 2008 533 82,129 35,934 2,048 120,644
*E Additions - 12,691 10,196 3,593 26,480
HE Disposals - (50) - - (50)
bz Written off - (8,480) (3,363) - (11,843)
[ =58 Exchange differences - 14 9 - 23
—EEN\FE+-R=1—H At 31st December 2008 533 86,304 42,776 5,641 135,254
2T ERRE Accumulated depreciation
and impairment
RZZEE+F—-H—H At 1st January 2007 75 51,119 21,460 1,779 74,433
KEZHE Charge for the year 10 13,518 5,806 134 19,468
HE Disposals - - (22) (140) (162)
HisH Written off - (1,722) (3,735) - (5,457)
}5/‘_ £Z t¢+ A=+—HA At 31st December 2007
“TEN\F-A—H and 1st January 2008 85 62,915 23,509 1,773 88,282
zlx¢ BiTE Charge for the year 11 12,501 5,970 485 18,967
bigct Written off - (8,296) (2,868) - (11,164)
B =58 Exchange differences - 3 1 - 4
RZZE)\&FE+-A=+—H At 31st December 2008 9 67,123 26,612 2,258 96,089
BRMEE Carrying amount
—EEN\F+-R=1—H At 31st December 2008 437 19,181 16,164 3,383 39,165
R-ZE+F+-A=+—H At 31st December 2007 448 19,214 12,425 275 32,362

R-_EENF+_A=+—H " BE
HIEARBER TAEE ZIRITERZ
BFIREEA437,0008 0 ( — 2+

4 1 448,000/ 7T) °

RZEBEENF+_A=+—HBAEEH
{%&/Tﬁﬁgﬁ
8 43,421,000 T ( ==

RIERMEHERFZR

335,000/ 7T) °

—RR\EEH

At 31st December 2008 the carrying amount of buildings pledged
as security for the Group’s bank borrowings amounted to
HK$437,000 (2007: HK$448,000).

At 31st December 2008 the carrying amount of equipment and
motor vehicles held by the Group under finance leases amounted
T F to HK$3,421,000 (2007: HK$335,000).
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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

17. Prepaid Land Lease Payments

EH Group
—EENF —ETLF
2008 2007
FET FET
HK$’000 HK$'000
m—H—H At 1st January 1,560 1,586
FEAT 1 b FH & FR0E 5 Amortisation of prepaid land lease payments (26) (26)
R+ZA=+—H At 31st December 1,534 1,560

AEBEZ BN T EERBALSRES
MEBE T2 EE T MEREZNR -

RZZEZNFF+_A=Z+—HE
EREABRTASEB Z2HRITER
ZHERZEMN I HBEEREERAEE
# 1,534,008 L (ZEE £ F -

1,560,000/ 7T,) °

The Group’s prepaid land lease payments represent payments for

land use rights in Hong Kong under long term leases.

At 31st December 2008 the carrying amount of prepaid land
lease payments pledged as security for the Group’s bank
borrowings amounted to HK$1,534,000 (2007: HK$1,560,000).

18. B8 18. Goodwill
REEH Group
FEIT
HK$’000
R Cost
R-ZEZt+F—HA—A8 - At 1st January 2007, 31st December 2007 and
“EEHFT_A=+—AK 31st December 2008
—EENFT_A=+—H 2,041
iR EEE Accumulated impairment losses
RZZEZEF—A—A8 K At 1st January 2007 and 31st December 2007
—EEHFF+_A=+—H 151
FERE Impairment for the year 1,890
RZZEENF+-_A=+—H At 31st December 2008 2,041
BREE Carrying amount
RZZEZENF+=_HA=+—H At 31st December 2008 -
RZZESEF+-_A=+—H At 31st December 2007 1,890

BEEBEHKRBEZRE  WOKSE
HERTEXTREBERIBEZHES
7 ZEMEREREP S

o

—fEE
(BB AvAE:]

o

ERTEE _TT/N\F M HFZREN
TEfFELEX %%%ﬁﬁﬂiﬂﬂi

RIS RE - NEBE REmERER
{E/E181,890,000/ 7T °

90

Goodwill acquired through business combination is allocated to
one unit of the wholesaling and retailing of beauty and health-care
products segment which is a separate unit for impairment testing.

Due to the closure of the shops under this unit mainly in the
second half of 2008, the directors expect there is no future
cash inflows. The Group has recognised an impairment loss of

HK$1,890,000 against goodwiill.
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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

RB AR ZRE 19. Investments in Subsidiaries
RKATF
Company
—EENE ZETF
2008 2007
FET FEIT
HK$°000 HK$’000
JELTIRE @ KA Unlisted investments, at cost 34,041 34,041

M, (FEASH) B BB A B 2 FUIH A R4
B MEREEER

RZBZNF+_A=+—HZHNE

Hj o

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 2008 are as

NRIFEWT follows:
FEXBR BRITRE/
SR BB E Pk B
Principal Particulars Btk
SEM AL it 2 activities of issued EEER Attributable
218 Place of and place of share capital/ Type of equity
Name incorporation operation registered capital legal entity interests
EESHER
Interests held directly:
EHEEERAA RERUES REZR 3,000 BREE BB 100%
Bonjour Group Limited British Virgin Investment holding 1= EBR Limited liability
Islands 3,000 ordinary shares company
of US$1 each
B HER
Interests held indirectly:
EREABRAF B ERBLeE REREETAT BRAR 100%
Bonjour Beauty Limited Hong Kong EARREAHL 2 LB Limited liability
Operation of beauty 2 ordinary shares company
and health salons of HK$1 each
in Hong Kong
ERERERARAR RERLES & RRM 1,000/ BREE AR 100%
Bonjour Beauty British Virgin REER 1EZETZERAR Limited liability
International Limited Islands Investment holding 1,000 ordinary shares company
in Hong Kong of US$1 each
and Macau
2t (8) BRAR RBREIES ERPIRBER 1,000l SR EE AR 100%
Bonjour Cosmetic British Virgin Investment holding 1ET LBk Limited liability
(Overseas) Limited Islands in Macau 1,000 ordinary shares company
of US$1 each
—RR\EEH o1
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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

19. Investments in Subsidiaries (continued)

TEXRR BRITRA/
=ES ik SEMmRARFE PR
Principal Particulars BAk
ML activities of issued EEER Attributable
218 Place of and place of share capital/ Type of equity
Name incorporation operation registered capital legal entity interests
BEsaER  (£)
Interests held indirectly: (continued)
R ERL B EEERERTE 300,0008 FHREE ARAA 100%
BRAF] Hong Kong EARBER BT ERERE Limited liability
Bonjour Cosmetic Wholesaling and EAERR 52 1,0008% company
Wholesale Center retailing of beauty BREE1ETZ
Limited and health-care AR
products in 300,000 non-voting
Hong Kong deferred shares of
HK$1 each and
1,000 ordinary shares
of HK$1 each
e RPRFR % BF ERFIEEED SR BARRA 100%
FRBBRAR Macau REEER 500,0002F5 7 Limited liability
Bonjour Macao Trading of beauty Registered capital company
Commercial Offshore and health-care of MOP500,000
Company Limited products in Macau
FRBRERBEERFL B EEBREETR 100 BREE AR 100%
BRRA Hong Kong REIBARRE R 1B LBR 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
BEHEmBRAR B EEBREER 1,000 R EE ARAA 100%
L’avance Cosmetics Hong Kong Investment holding 1B TZERR Limited liability
Limited in Hong Kong 1,000 ordinary shares company
of HK$1 each
EFERBRAF BE EEAHERTE 100,000 FIREE BRAF 100%
Sheen Honour Hong Kong EARREM BT EBER Limited liability
International Limited Wholesaling and 100,000 ordinary shares company

retailing of beauty
and health-care
products in

Hong Kong

of HK$1 each
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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

19. Investments in Subsidiaries (continued)

BONJOUR

TEXRR BRTRE/
EEMH MR AFE PR
Principal Particulars BAk
A AR L 3t 2 activities of issued EEER Attributable
218 Place of and place of share capital/ Type of equity
Name incorporation operation registered capital legal entity interests
BiEsEER: (4)
Interests held indirectly: (continued)
EZTARAA BE EEBEEXRD 100,000 &R EE BB 100%
Win Come Hong Limited ~ Hong Kong REEER 1B EER Limited liability
Trading of beauty 100,000 ordinary shares company
and health-care of HK$1 each
products in
Hong Kong
HezRERERERLR &5 Eme% 100 BREE ARRA 100%
Royal Health International ~ Hong Kong Inactive 1B T2 ERAR Limited liability
(Holdings) Limited 100 ordinary shares company
of HK$1 each
ERRARCEERAR BE EERTEXR 3,000,0001 B AEE BRARA 100%
Good Merit International Hong Kong REER BTz 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 EBRBRERR 100 BREE ARRA 100%
Bonjour Duty Free Hong Kong Investment holding 1BTZERAR Limited liability
Wholesale Center in Hong Kong 100 ordinary shares company
Limited of HK$1 each
AEEEBRAR RERLHESE TERFREETR IREEIET ARAA 100%
Speedwell Group Limited  British Virgin REHREZBERE ZEER Limited liability
Islands Provision of beauty 1 ordinary share company
and health-care of US$1 each
related consultancy
services in Macau
93
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Notes to the Financial Statements (continued)

For the year ended 31st December 2008

19. Investments in Subsidiaries (continued)

TEXRR BRITRA/
=ES ik SEMmRARFE PR
Principal Particulars BAk
ML activities of issued EEER Attributable
218 Place of and place of share capital/ Type of equity
Name incorporation operation registered capital legal entity interests
BEsaER  (£)
Interests held indirectly: (continued)
2 BERARAF RERLHESE ERMTEXRS 1RBREBIRT ARAA 100%
Full Gain Developments British Virgin RERER L@ Limited liability
Limited Islands Retailing of beauty and 1 ordinary share company
health-care products ~ of US$1 each
in Macau
B EERRAF BE Tmex 100 EREE BARAA 100%
Fine Hero Industrial Hong Kong Inactive 1BTZERR Limited liability
Limited 100 ordinary shares company
of HK$1 each
Yumei Yugen Kaisha AR Tmax 60 B A (E BRAFE 100%
Japan Inactive 50,0008 [E] 7 & A% Limited liability
60 ordinary shares company
of JPY50,000 each
2HER (L8) BRAR BE EERREBER 1TREREE BRAR 100%
Bonjour Beauty (Shanghai) Hong Kong Investment holding BT BBk Limited liability
Limited in Hong Kong 1 ordinary share company
of HK$1 each
ERBRAT BB Tmex 1REREE AR 100%
Richly Fine Limited Hong Kong Inactive BT BBk Limited liability
1 ordinary share company
of HK$1 each
HRER (L8) ARRA & ELEZEXRA T R A PONERERBRAR  100%
PRC REEM 2,000,000/ 7 Wholly-owned
Retailing of beauty Registered capital foreign enterprise
and nail-care of HK$2,000,000 and limited liability
products in Shanghai company
T (BM) ctqm h RS T R A PONERERBRAR  100%
BRAT PRC Inactive 2,000,000% 7T Wholly-owned
Registered capital foreign enterprise
of US$2,000,000 and limited liability

company
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HE—LELENFf—_A=1+—HIFFZF For the year ended 31st December 2008
20. REE QAT ZEE 20. Investment in An Associate
KEEH Group
—EENE T LF
2008 2007
FHET FET
HK$’000 HK$'000
REBZIFLMEE Unlisted investment in Hong Kong:
fEIEEEFE Share of net assets 1,071 457
[EES Goodwill 2,658 2,658
3,729 3,115
AEERZZZENF+_A=1+—H Details of the Group’s associate at 31st December 2008 are as
ZEEENRFBNT follows:
AL TEERREE Y DRITRAFE EEER EERERAL
218 Place of Principal activity and  Particulars of Type of Attributable
Name incorporation place of operation issued share capital legal entity  equity interests
Wealth China % ERBEERERA 500,000/ & EE BRAR 34%
Development Limited Hong Kong Operation of a 18T LBk Limited liability
department store 500,000 ordinary shares company
in Hong Kong of HK$1 each
BN | 2 B F BZA=1— The associate has a financial accounting year of 31st March
B EAREEARF - which is not coterminous with the Group.
REB 7 BENR 2B ERBEE N Summarised financial information in respect of the Group’s
T associate is set out below:
—EBENF —_EEAF
2008 2007
FET FEIT
HK$’000 HK$’000
R+=ZA=+—H At 31st December
BEE Total assets 32,320 12,580
BEE Total liabilities (29,170) (11,236)
BEFE Net assets 3,150 1,344
REE DB E N T Group’s share of associate’s net assets
2 EEFAE 1,071 457
RTZA=+—HLFE Year ended 31st December
& Revenue 185,105 167,485
FE A Profit for the year 1,402 750
REE DL Group’s share of associate’s profit
B RN 2 FE R for the year 614 255
JEUREE S AR A AEIKE 2B K The amount due from an associate is unsecured, interest-free
EEEE R - and have no fixed terms of repayment.
P2 Ty AR B &~ B (B 1ERE DRI & Goodwill acquired for investment in an associate which is a

EYERI S B ) IR A S -

—RR\EEH

separate cash-generating units for impairment testing.
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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

REERTRZRE(E) 20. Investment in An Associate (continued)
REEEEN 2 JWEEEETIEEA The recoverable amounts of the cash-generating units have been
BEFES L RAKECEESIHE determined based on value-in-use calculations using cash flow
BRERFH-PBEEZRERE projections approved by the directors covering a five-year period.
FEAETE AFHUBZRERET Cash flows beyond the five-year period are extrapolated using the
A ETHE R E5%HE - BLBETE estimated growth rate of 5%. Discount rate applied to cash flow
FAEMEERRE S RETEAITIR X projection for value-in-use calculation is 15%.
#315% °
7& 21. Inventories
REH Group
—EENF ZETLF
2008 2007
FET FET
HK$’000 HK$'000
PAtEE 7 HEEE N Merchandise stock for resale 131,497 119,788
EWE SR 22. Trade Receivables
REE Group
@@ AEE%GTHEEF60Z90H (a) The Group’s wholesale customers are granted credit terms
ZIEEH - BIWE SRR KRR ranging from 60 to 90 days. The ageing analysis of trade
(REZHH) AT : receivables based on the invoice date is as follows:
—EENF ZETLF
2008 2007
FET FET
HK$’000 HK$'000
0—30H 0 - 30 days 13,595 10,218
31—60H 31 - 60 days 4,975 780
61—90H 61 — 90 days 503 332
91—120H 91 - 120 days 416 640
19,489 11,970

b) AEEZEWEZRFTATIE
BREE :

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

BT
Macau AR#E
BT Pataca Renminbi Est
HKD (“MOP?”) (“RMB”) Total

THET TAET T THET
HK$'000 HK$'000 HK$'000 HK$'000

—EEN\F 2008

18,138 1,144 207 19,489

—ETAF 2007

11,129 714 127 11,970
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Notes to the Financial Statements (continued)

For the year ended 31st December 2008

22. Trade Receivables (continued)

BONJOUR

) RZZEENF+=-_A=+—8" (c) As of 31st December 2008, trade receivables of HK$416,000

FEW B 5B 70416,0008 T (=&
T+ 640,000 70) AT B H
ZERET RS F

B ARRE

(2007: HK$640,000) 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

THE B E N 2 [ER B P these trade receivables is as follows:
B - ZSEWE SRR R
DT
—EENF —EELF
2008 2007
FETT FET
HK$°000 HK$’000
TEZR=EA Up to 3 months 416 640
23. BITRB&ER 23. Bank and Cash Balances
KEE P NN
Group Company
—EENE T tF ZBEN\F —TTtF
2008 2007 2008 2007
FET FET FET F&ET
HK$°000 HK$000 HK$’000 HK$°000
BITRFERS Cash at bank and on hand 122,683 76,873 1,856 8,095
BHIN=ZEAZ Time deposits with initial term of
FHES less than three months 35,898 45,603 5,402 15,469
158,581 122,476 7,258 23,564
UTHIEEAEE Denominated in:
—BIT - HKD 146,409 112,877 7,258 23,564
—BFT - MOP 6,480 8,457 - -
—H - JPY 1 1 - -
—ARE - RVMB 5,688 1,138 - -
—E7 - United States dollars (“USD”) 3 3 - -
158,581 122,476 7,258 23,564

RHRTER(DHBEALBEE—(E
A2 FHERFNXR67TE(ZF
TLF:288E) c RITHEESUFHR
TTHERMEZFEH KR - HF&
XREREMNXEAMR -

AREHBBINEBZHEINEE IR
GBI R AEE - BEMNEEERER

o

—RR\EEH

flow interest rate risk.

The average effective interest rate on short-term bank deposits,
with maturity ranging from 7 days to 1 month was 0.67% (2007:
2.88%) per annum. Cash at bank earns interest at floating rates
based on daily bank deposit rates, and therefore subject to cash

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.

S



BONJOUR

BIISSRRMIEE(4F) Notes to the Financial Statements (continued)
HE—FELENFf_A=1T—HIFFZF For the year ended 31st December 2008
24. EREZBRR 24. Trade Payables
AEH Group
@ ENESERZRZERS T (R (a) The ageing analysis of trade payables, based on the date of
BEWHER)WNT receipt of goods, is as follows:
—E2EBN\F ZETLF
2008 2007
FHET FEIT
HK$’000 HK$’000
0—30H 0 - 30 days 67,735 47,694
31—60H 31 - 60 days 28,502 30,609
61—90H 61 — 90 days 11,330 13,499
91—120H 91 - 120 days 3,631 6,742
111,198 98,544
b)) AEBEZENESERZERE (b) The carrying amounts of the Group’s trade payables are
T3 B AHE : denominated in the following currencies:
BT BT AR wst
HKD MOP RMB Total
FET FEIT FET FEIT
HK$'000 HK$'000 HK$'000 HK$'000
—EENF 2008 109,184 1,923 91 111,198
—EELF 2007 97,123 1,421 - 98,544
25. HRITERREX 25. Bank Borrowings and Overdrafts
KEE Group
—EENEF ZEE+F
2008 2007
FET FET
HK$’000 HK$'000
FERED Non-current
RERITER - M Long-term bank borrowings, secured 144 334
"B Current
REARITIERENERE 9 Current portion of long-term
- B bank borrowings, secured 187 178
ESmMEER Trade finance loans 24,712 18,740
RITHEX Bank overdrafts 10 508
24,909 19,426
25,053 19,760

98

RERITER A ERAKE 2 BN

THRERIARAETFTAIER

The long-term bank borrowings are secured by a charge over the
Group’s prepaid land lease payments and buildings.
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Notes to the Financial Statements (continued)

For the year ended 31st December 2008

25. Bank Borrowings and Overdrafts (continued)

(@) AEBZEREBHAMT (@ The maturity of the Group’s borrowings is as follows:
REBTER EamEET
Long-term bank RITEX Trade finance
borrowings Bank overdrafts loans
ZEE\E C—TTLF  ZBENE  —ETtF  ZEENE —TEtF
2008 2007 2008 2007 2008 2007
FET FET FiEx FET FET FET
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BRESHRN—ER On demand or within one year 187 178 10 508 24,712 18,740
REZF In the second year 144 187 - - - -
REZZEREF In the third to fifth years,
(BHEEME) inclusive - 147 - - - -
RRAFRZEER Wholly repayable within five years 331 512 10 508 24,712 18,740
b) KEBMZEFATIEE AMH (o) The carrying amounts of the Group’s borrowings are
(e denominated in the following currencies:
REBTER EamEEN
Long-term bank RITEX Trade finance
borrowings Bank overdrafts loans
ZEE\E C—TTHF  ZBENE  —ETHF  ZEENE —TEtF
2008 2007 2008 2007 2008 2007
FET FET FE7 FET FET FET
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT HKD 331 512 10 508 6,479 18,740
A JPY - - - - 17,589 -
e usb - - - - 590 -
BT Australian dollars - - - - 54 -
331 512 10 508 24,7112 18,740
() AEERGEEHZERZERF () The effective interest rates of the Group’s borrowings at the
RINR balance sheet date were as follows:
—EENF —EELF
2008 2007
RHIRITRER Long-term bank borrowings,

RFEN R =R at floating rate P-2.125% P-2.125%
BSRMEEN Trade finance loans P-0.5% to P+0.5% P/P-0.5%
RITHEX Bank overdrafts P+0.75% P+0.5%

—EEN\FER 99
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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

26. Finance Lease Payables

EE Group
BEEERE2RE
RIEHEERE Present value of
Minimum minimum
lease payments lease payments
—EENE 2T tF ZBENF CZTTtH
2008 2007 2008 2007
FET FET FET FET
HK$'000 HK$'000 HK$’000 HK$'000
—&FR Within one year 1,048 165 957 148
F_EERF In the second to fifth years,
(BIEEEME) inclusive 2,330 347 2,122 305
3,378 512 3,079 453
T ARKRRERS Less: Future finance charges (299) (59) N/A N/A
HEAEZRE Present value of lease obligations 3,079 453 3,079 453
B RTZEAR Less: Amount due for settlement
i O] within 12 months
(RRBEETZY)) (shown under current liabilities) (957) (148)
N+ AR BEE 2 TE Amount due for settlement after 12 months 2,122 305

AEBZHBRAUREHEHNRAET
WK RE - FHHEEHARF - K
—EEN\F+-_A=+—08  FHE
SIEEFERNRA251E(ZZTLF
3E) - FIXREHBEHRETAET
PR Ett - AEEEHQFERNE
B - FrEfAE AE T ERELEE
F o WERSKAE S HER T Z
e RETHEHTER  AEER
BUAmMEED#E RS -

1= =/
= o

PrAEN R EHE R

(1=K

HGAETTSE

1E Tk

AEBEZ BNBEBRER
HHREE 2 ERBER -

TAAEEA

100

It is the Group’s policy to lease certain of its equipment and
motor vehicles under finance leases. The average lease term
is five years. At 31st December 2008, the average effective
borrowing rate was 2.51% (2007: 3%) per annum. Interest rates
are fixed at the contract dates and thus expose the Group to fair
value interest rate risk. All leases are on a fixed repayment basis
and no arrangements have been entered into for contingent rental
payments. At the end of each lease term, the Group has the
option to purchase the equipment and motor vehicles at nominal
prices.

All finance lease payables are denominated in HKD.

The Group’s finance lease payables are secured by the lessor’s
title to the leased assets.
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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

27. EEBIE 27. Deferred Tax
LNTAARERERZ T ERELEFIESE The following are the major deferred tax assets recognised by the
B o Group.
HEBRTE
Decelerated REERE wst
tax depreciation Tax losses Total
TET FET FET
HK$’000 HK$’000 HK$'000
RZEZE+F—A—H At 1st January 2007 (4,736) (3,831) (8,567)
kR (GEN) FEWREE Charge/(credit) to income
(B1#£10) statement for the year
(Note 10) (19) 3,811 3,792
RZZEELF+A=1T—H At 31st December 2007 and
rZZFZENF—A—H at 1st January 2008 (4,755) (20) (4,775)
nrEREkmR (#z10) Charge to income statement
for the year (Note 10) 825 20 845
RZZEENF+ZA=1T—H At 31st December 2008 (3,930) - (3,930)

F’i

\EER TERBTITASAZ
@a HEBNMAIMNREE=ZED
#) 4,109,000 T (Z 2 E £ F
1,649,000/ 7T ) 5% 934,000 T (=
TZA4F ¢ 1,942,00078 7T ) FER IR T
REEE  RERNEE R HHEF K
IR o ARB)ATIEE B A ERHIAE o

28. RERBK<EE

REBEEBRRIGD - AEBANET
BATREAREELRERDFLZ
BENKIEBREL —FBHR -
Nz eBRTRERRZFHT MR
BEMMmE - WHRREAEEZE
LwMET?MJriU(ZK’%E/J’EHM#E%’O
Zf%uﬂ*i S 2R o AREWERE
THTQEXF%TEHE%TETEM tEg -

EHRGAEZREBEER=F
ENFE+ A=+t HARHBBER
BARRARIRIE BEAEERETT

(@) REEREBEXRERZEBEWOT

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$4,109,000
(2007: HK$1,649,000) and HK$934,000 (2007: HK$1,942,000)
respectively due to the unpredictability of future profit streams.
The unused tax losses may be carried forward indefinitely.

28. 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 2008, by BMI Appraisals Limited,
using the projected unit credit method.

(@) The amount recognised in the balance sheet is as follows:

—EENF ZETF

2008 2007

FHET FET

HK$’000 HK$'000

REHES BT BE Present value of unfunded obligations 786 354
RERZBE W F58 Net unrecognised actuarial gains - -

786 354
—EEN\FFR 101
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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

28. Long Service Payment Liabilities (continued)

b)) REEEBBERER B FHE (b) Movements in the net liability recognised in the balance
g sheet are as follows:

—EENE ZEELF

2008 2007

FET FEIT

HK$°000 HK$’000

Rn—H—H At 1st January 354 231

R RIER Expense recognised in the income
B (B1at11) statement (Note 11) 432 123
Rt+-—A=+—8H At 31st December 786 354

() MRS RERZFMT :

(c) Expense recognised in the income statement is as follows:

—EENE —TELF
2008 2007
FET FEIT
HK$’000 HK$’000
BIVEA AR 75 A AN Current service cost 225 85
FEER Interest cost 9 12
EREE FEIR Net actuarial losses recognised 198 26
432 123

d) FrIERzEERERZOT : (d) The principal actuarial assumptions used are as follows:
—EENFE ZET+F
2008 2007
Prig =R Discount rate 1.14% 3.51%
HZ REE R R Long term rate of salary increment 3.00% 3.00%

BREIMEREER BRI
WAREIRS
S el
ZERHHEER

Long term rate of increases to
mandatory provident fund relevant
income and long service payments
maximum amount/wages -

102
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BONJOUR

29. R 29. Share Capital
BEE
Number of FET
shares HK$’000
JERE Authorised:
tﬂxﬁfﬁo 018z LBk Ordinary shares of HK$0.01 each
RZEELF+= ﬁ At 31st December 2007 and
—+—BE=ZZZTNF 31st December 2008
+=—A=+—H 2,000,000,000 20,000
BEITIRET Issued and fully paid:
iﬂxﬁfﬁo 01Tz Eimik Ordinary shares of HK$0.01 each
R-ZEZ+F—H—H At 1st January 2007 225,608,000 2,256
(T{E R RRRE R B 1T AR (D Shares issued on exercise of share options 11,400,000 114
%15 B ) Repurchase of shares (3,024,000) (30)
A= At 31st December 2007
+=ZHA=+—8H 233,984,000 2,340
1T RS PR B AT AR (D Shares issued on exercise of
(K1:ta) share options (note a) 3,384,000 34
F&DEE R (AaEb) Repurchase of shares (note b) (10,629,000) (106)
RZZEENF At 31st December 2008
+=ZHA=+—8H 226,739,000 2,268
Biat - Notes:
@ HEZZZENF+ZA=+—HI (@) During the year ended 31st December 2008, 3,384,000 ordinary

FE - REBEAQABRESEIET
YI(E1 .20 LTI IE AR A - EEE YT
3,384,000/ R EE0.01 B L2 &
AL - 43R £ K (B4,364,000/8 7T °

b) AREREERZPIEEERHMAT -

HK$4,364,000.

shares of HK$0.01 each were issued in relation to share options
exercised under the share option scheme of the Company at
the average price of HK$1.29 for a total cash consideration of

(b)  The Company repurchased its own shares on the Stock Exchange

as follow:
BRESE BREEE ENERE
RGEE Highest Lowest Aggregate
Number of price paid price paid consideration
BmA 9 Month of repurchase shares per share per share paid
BT Er FEr
HK$ HK$ HK$'000
January 2008 2,072,000 1.35 1.22 2,732
March 2008 2,668,000 1.85 1.62 4,691
April 2008 2,596,000 2.85 2.63 7,018
July 2008 307,000 3.88 3.80 1,182
September 2008 1,846,000 3.81 3.01 6,514
October 2008 1,140,000 2.80 1.90 2,741
10,629,000 24,878

i utryhi)

HE -

—RR\EEH

REBEIFREEE - BHitt - A
NEZ BBETRABIRZERD 2

BRI E B R EERN

against the share premium account.

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

BESIEIS S - ARE BB LER R
R P RBIR A RS EE R -

Notes to the Financial Statements (continued)
For the year ended 31st December 2008

29. Share Capital (continued)

Notes: (continued)

(c) 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.

EEER LR T ARSI « &
ﬁ@ém#ﬁlﬁmm#$@é
SR AR DR

BB %S B
B RAniD R
K EEE LR E BT -

bt

SR LR AR Bt
%Ema} ° (:il@éﬂﬂ
Hﬁ\

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.

ME—INE I EEARESR A - AEEE
fﬁﬁ,ﬁ\ﬁA X FT LT 2 ARFEAR
ERDREAN25% o R-TT )\ F
+* =+—H8  BHOF0%(=ZF
THF  30%)IFRARFH -

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 2008, 30%

(2007: 30%) of shares were in public hands.

30. f#1&E 30. Reserves
(a) F=&£H (@) Group
NEEREBZHBRLRESHNG The amounts of the Group’s reserves and the movements
EEDEBHRAZT - therein are presented in the consolidated statement of
changes in equity.
(b) &AH (b) Company
RARER EXBERE R % (I
Share Capital  Share-based RERH
premium redemption payment Retained @it
account reserve reserve profits Total
T T FET FET FET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RZEZ+E-A-A At 1st January 2007 83,791 - 2,421 8,623 94,835
TERRESEIRA Issue of shares upon
exercise of share options 11,664 - (1,742) - 9,922
R EE Repurchase of shares (3,832) 30 - - (3,802)
BRI Recognition of share-based
payments - - 1,403 - 1,403
KEERH Profit for the year - - - 946 946
RS Dividends paid - - - (3,762) (3,762)
WZEE+H+-A=F+—H At 31st December 2007 91,623 30 2,082 5,807 99,542
RZEZN\E-A-H At 1st January 2008 91,623 30 2,082 5,807 99,542
TEERESET RN Issue of shares upon
(Hii2296) exercise of share options
(Note 29(a) 5018 - (688) - 4,330
ROER (H#290)) Repurchase of shares
(Note 29(b)) (24,878) 106 - - (24,772)
EARMD Recognition of share-based
payments - - 7,409 - 7,409
AEEHF Profit for the year - - - 187,954 187,954
Bfike Dividends paid - - - (98,119) (98,119)
WZZZ\E+-A=+—H At 31st December 2008 71,768 136 8,803 95,642 176,344
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30. f#E(E)

(c) EEZMHERBERE

(i)

(ii)

(iii)

(iv)

)

R 17 ER

RIEASBHESARE AR
AR EERZESAIHS
IRTARARR @ HEEREZ
ED KIS B R - KRR
ARRENEEENBEER
BIEPE R 2ER -

B EE#E

BERNEEFEEAARRB
Bt X PTRE Bl R pEgH 2 AR 2
R o BRITRALEIHZ
B AT EHDR - WREESHPT
EAER R SRS N e
o

EORRE

BHtREEREMRE 2B A
AIRA 2 EE R AR RIET
MMER Bz R EEZ Z
B

KRG #E

B AHEEEE R TASE
BEENEBERTEZE
BRefhat BB E 2 A
EARI5 B 7% R B 5 3(n)
FhA B HE 8 B AR D SRR
N ST RTER -

SERE E

SNER B HRBEEMERE
BINEIE B MR TELEZ
BE 5= HE o iR IIRIBEH
TR M E3(d) P 2 TR
REGHE °

—RR\EEH

BONJOUR

Notes to the Financial Statements (continued)
For the year ended 31st December 2008

30. Reserves (continued)

(c) Nature and purpose of reserves

(i)

(i)

(iii)

(iv)

v)

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.

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.

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.

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 directors and employees of the
Group recognised in accordance with the accounting
policy adopted for equity-settled share-based payments
in note 3(r) to the financial statements.

Foreign currency translation reserve

The foreign currency translation reserve comprises all
foreign exchange differences arising from the translation
of the financial statements of foreign operations. The
reserve is dealt with in accordance with the accounting
policies set out in note 3(d) to the financial statements.
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B IS ERRMIEE(4F) Notes to the Financial Statements (continued)
HE—ELENFf —A=1+—HIFFZF For the year ended 31st December 2008
31. B fT 31. Share-based Payments
RZEZE=ZFA++EH ARH On 17th June 20083, a share option scheme (“Scheme”) was
=M — IRE HE A E%J]ﬂzg =& (5 approved by the then sole shareholder of the Company. Under
1) - IREBEWETE - E=2RHIER this Scheme, the Board of Directors may at its discretion offer
EERETFTAEETANEERES - options to any directors and employees of the Group which entitle
B REREFAEAS T HBIB T them to subscribe for shares in aggregate not exceeding 10% of
BT 2R 10% © uxﬁﬁﬁﬂx%%ﬁ\% the shares in issue from time to time. These options shall lapse
BABRESERANARSEHITBA where the grantee ceases to be employed by the Company or its
RFRRK o subsidiaries.
FERERFEERIFFIBT Details of the specific categories of options are as follows:
% B FEAH THEHERA THEE
Date of Vesting Exercise Exercise
grant Date period price
BT
HK$
ZEE=F —EE=F+—HAZ=1+hH —EERF—HA—H
2003 29th November 2003 1st January 2005 1/1/2005-31/12/2014 1.650
“ZETHF —ZETERF—A=+HhH —EERF-—H—H
2005 25th January 2005 1st January 2006 1/1/2006-31/12/2015 3.805
—ETRF —EERFNALEH “EEXRFNALAR
2006 7th August 2006 7th August 2006 7/8/2006-6/8/2016 0.876
—ETLF —EE+FMYA=FAH —EE+FMWA=+H
2007 30th April 2007 30th April 2007 30/4/2007-29/4/2017 0.934
T )\FH ) N\FHATARA —EENFRA—H
2008A 16th May 2008 1st May 2009 1/56/2009-30/4/2019 4110
ZZEENFL ZEENFTANA —ETNFTZA—H
2008B 9th December 2008 1st December 2009 1/12/2009-30/11/2019  2.090
TR AE DT EI R 45 18 i R 1T If the options remain unexercised after the end of the exercise
- RIBE AR S R o B B R BB AR period, the options expire. Options are forfeited if the employee
MEITERTREFR AEE - RIS A S leaves the Group before the options exercised.
R e
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Notes to the Financial Statements (continued)
For the year ended 31st December 2008

31. R #E) 31. Share-based Payments (continued)
FREARITEZBIREEBOT ¢ Details of the share options outstanding during the year are as
follows:
= L% “EELF
2008 2007
piik: S| T
TRE 11158
BREE Weighted #2218 Weighted
Number of average Number average
share exercise of share exercise
options price options price
BT Vv
HK$ HK$
FHRARITEE Outstanding at the
beginning of the year 11,978,000 1.15 12,378,000 1.09
FARE Granted during the year 15,830,000 3.85 11,000,000 0.93
FREH Forfeited during the year - - - _
FRITE Exercised during the year (3,384,000) 1.29  (11,400,000) 0.88
FRHARITE Outstanding at the end
of the year 24,424,000 2.88 11,978,000 1.15
FRATITE Exercisable at the end
of the year 8,594,000 1.09 11,978,000 1.15

FA - RITEREIRE B B2 T 5
AE18 A23.408 T (ZTZT 4 123
HIT) o FERMEARITEE 2 AR 2 I
BFHHBRTAEOFHAI0F(ZEE
+F :89F)  TFEEN F0.876F T
ZA4110B L (ZZ2ZHF 1 0.876/8
JTLE38058IL) c —EENF - B
BEER_ZEZENFRA+BRZ
ZENF+_ANBEE  RZEH
HELcEREGTAFED A
11,293,000, 7t & 749,000 7T ° —
LT BREER-ZEZTLFN
A=+HEL - A ZBREMTA
& 51,403,000 7T °

—RR\EEH

The weighted average share price at the date of exercise for
share options exercised during the year was HK$3.40 (2007:
HK$1.23). The options outstanding at the end of the year
have a weighted average remaining contractual life of 10 years
(2007: 8 years) and the exercise prices range from HK$0.876
to HK$4.110 (2007: HK$0.876 to HK$3.805). In 2008, options
were granted on 16th May 2008 and 9th December 2008. The
estimated fair values of the options granted on those dates were
HK$11,293,000 and HK$749,000 respectively. In 2007, options
were granted on 30th April 2007. The estimated fair value of the
options on that date was HK$1,403,000.
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B IS ERRMIEE(4F) Notes to the Financial Statements (continued)
HE—FELENFf—A=1—HIFFZF For the year ended 31st December 2008
31. RS #E) 31. Share-based Payments (continued)
ﬁﬁﬁgﬁﬂﬁﬁéz :FTETJL}MEU]ﬁ & These fair values were calculated using the Black-Scholes Model
BHTR I F VE_ =F )\ FE 2 BILA in all options except 2008B which was calculated using Binomial
_I,E‘tfyl‘t » BB g A B Model. The inputs into the Models were as follows:
BT :
RHBE#Hz BEHRER
MR HEHE e TR iR EHE® EERKRE Expected
Share price Exercise Expected Expected Risk free dividend
at grant date price volatility life rate yield
BT BT +
HK$ HK$ % Years % %
—ETT=F 2003 1.650 1.650 49.64 5 3.33 8.41
—ETREF 2005 3.725 3.805 46.79 5 2.83 4.31
—ETREF 2006 0.870 0.876 50.64 3 3.83 0.00
:gg’ti 2007 0.930 0.934 48.14 0.5 3.84 0.00
—ZT/\EF  2008A 4110 4110 57.88 1 1.27 5.80
—EENFEL 2008B 2.000 2.090 52.80 11 1.78 18.15
TEHRIR IR E ARG RERBE Expected volatility was determined by calculating the historical
AFZERREAE - B R —4R volatility of the Company’s share price over the previous 4
HEXAZARSTmERERAER years. The expected life used in the Black Scholes Model has
Z?1i1ﬁéﬂ’ﬁmﬁl%)§ﬁ%7ﬂ$§}§§ . been adjusted, based on the Group’s best estimate, for the
TERBILRITARZZZE effects of non transferability, exercise restrictions and behavioral
considerations.
AEBERREE TS N\F+A The Group recognised the total expenses of HK$7,409,000 for
=+ —HBLEFEB@AARATMRLE the year ended 31st December 2008 (2007: HK$1,403,000) in
fEHE 2 4853 527,400,000 L (= FZ relation to share options granted by the Company.
+4F : 1,403,000 7T) °
BEREABEARFAE DL 2 BIRER For the options granted during the year, a payment of a nominal
ZHEBEREERR/IET - consideration of HK$1 in total was paid by each grantee.
32. FEHFBREXRSH 32. Major Non-cash Transaction
FRNAEDE KELXRE Additions to property, plant and equipment during the year of
3,307,000 ;t ( — T F + F HK$3,307,000 (2007: HK$228,000) were financed by finance
228,000 7T) HRE A TR E BT o leases.
33. HAAE 33. Contingent Liabilities
REEH Group
—EENF ZETLF
2008 2007
FET FET
HK$’000 HK$'000
WITENEE 2 Guarantee given by a bank for rental
EH Z &R payment to a landlord 684 1,884
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33. HAREE(E)
PN
EHAZHHEER

WEER - ARAEHA TS %H#E
®

— AQBMAEBTHRETEMNER
RIZIRITRVEED 2 D EER
65,700,000 L ( Z T T 4F :
58,106,000/ 7T) °

WEEH  EF2REARFEBETEHE
Ff L ERAEAE R BT o RE
HH ARREEREBATZ&E=8E
AZBERBETZEERZETHE
£ 829,079,000 L (Z T £ F ¢
19,760,000/ 7T) °

ERERNERERZAFELTE
K- BWERANR R 2 F oK AR

7
R o

34, &iE

AEBERBEIATHE 2 LZHE
MRARER L REFHF N Z
RIEMENFBEOT

BONJOUR

Notes to the Financial Statements (continued)
For the year ended 31st December 2008

33. Contingent Liabilities (continued)
Company
Financial guarantees issued

As at the balance sheet date, the Company has issued the
following guarantees:

- Corporate guarantees of HK$65,700,000 (2007:
HK$58,106,000) given by the Company to banks in respect
of banking facilities granted to its subsidiaries.

As at the balance sheet date, the directors do not consider it
probable that a claim will be made against the Company under
any of the above guarantees. The maximum liability of the
Company at the balance sheet date under guarantees is the
amount of banking facilities drawn under the guarantees at that
date of HK$29,979,000 (2007: HK$19,760,000).

The fair value of the guarantees at date of inception is not
material and is not recognised in the financial statements of the
Company.
34. Commitments
(a) Group
Operating leases
The Group had future aggregate minimum lease payments

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

—EENFE “EELF

2008 2007

FETT FET

HK$°000 HK$’000

—FR Within one year 143,193 123,494
F_EFERFE In the second to fifth years,

(BHEEEME) inclusive 179,490 90,359

TF% After five years - 3,132

322,683 216,985

BE_TT\FR-FTLF
F oAt BILEE - EER
Yoo % P R A LR S -

—ET/\FER

No contingent-based rents have been recognised in the income
statement for the years ended 31st December 2008 and 2007.
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34. EE(E)
(a) A&%ME(E)
BEHE(E)

AEBERBENAIMELCEHEEZ
AREERBHEET -

Notes to the Financial Statements (continued)
For the year ended 31st December 2008

34. Commitments (continued)

(a) Group (continued)

Operating leases (continued)

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

—EENFE —RELF

2008 2007

FET FEIT

HK$°000 HK$’000

—FR Within one year 2,105 5,408
BE_ZERF In the second to fifth years,

(BRERMF) inclusive - 1,209

2,105 6,707

b) R_ZEZ)\FR_TTLF+=
A=+—8  RAFWEE(AE
R

o

35. BEHALERE

B B 75 75 sk EL At 3t 75 P AR BR 2 A gk
AERG REHIN  AREFRERH

(b) The Company did not have any significant commitments at
31st December 2008 and 2007.
35. Related Party Transactions

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

BEATHEUTRFHET the following transactions with its related parties during the year:
—EENF —EELF
2008 2007
FET FET
HK$°000 HK$'000
() $HEmBTEZ AT (a) Sales of merchandise to an associate 9,917 8,857
b)) FEZEBEAEMS (b) Key management personnel compensation
e Fees 395 360
HAR#HE 28 Basic salaries, allowances and
REMEF benefits in kind 11,991 12,386
BETEAT Discretionary bonuses 8,252 5,451
RIREFGHEIE R Retirement benefits scheme contributions 420 417
21,058 18,614

36. BIBmE2AE

MBEBRER _TTNFOALAH
EESHERTRETIE -

110

36. Approval of Financial Statements

The financial statements were approved and authorised for issue
by the Board of Directors on 7th April 2009.
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