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CHAIRMAN'S MESSAGE

In 2019, affected by local social unrest and uncertainties of the global
economy, Hong Kong's economy faced difficult challenges. Along
with the decreasing number of visitors to Hong Kong, retail sales
have seen a decline for several months and the retail industry is
facing an impeding doom. To combat the economic downturn, the
Group has made every effort to actively adjust its business strategy,
continue to implement the core value of "commitment to serving our
honorable customers" by providing diversified products and
maintaining high standards of service.

Bonjour has its finger on the pulse of market developments and
industry trends and is able to analyze customer behavior in order to
provide better services. The Group is well aware of using big data to
analyze consumers’ spending habits helps the Group to understand
their preferences accurately, so as to source high-quality and stylish
products around the world and strengthen product diversification. At
present, Bonjour has a membership base of over 580,000, allowing
the Group to connect with members more effectively and provide
more exclusive benefits. With an aim to provide "hearty services”,
Bonjour has enhanced its service quality to provide intimate
experiences to increase customer loyalty to the brand.

Bonjour has adopted various cost control measures and stringently
controlled operating costs to combat current operating challenges. In
terms of physical stores, Bonjour has kept abreast of market trends
and data and regularly reviewed its retail store network in order to
adjust the distribution of stores to establish an offline sales network
that is more efficient and close to customers. In terms of online sales,
the Group has seized the opportunity of the new retail model and
established foothold in major e-commerce platforms. Bonjour's
online shopping store was awarded a “Quality E-Shop Recognition
Logo". In the future, the Group will continue to expand its online
platform and strengthen interactions with customers. The Group is
committed to integrating online and offline sales, improving
after-sales services, and bringing more convenient and diversified
shopping experiences to customers,

Looking ahead, the future of the retail industry will continue to be full
of challenges. In conformity with its "services-oriented, striving for
excellence" motto, Bonjour will rise to the challenge and actively
promote business development. The Group will keep a close eye to
the changes in the social and economic environment, and constantly
makes strategic adjustments. We hope to turn crisis into opportunity
and continue to bring better shopping experience for each customer
and lead the Group to a brighter future.

Chairman
Ip Chun Heng, Wilson
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Bonjour Holdings Limited ("Bonjour” or the "Group”) is one of the leading cosmetics retall chalns In l r

Hong Kong. It was listed on the Main Board of The Stock Exchange of Hong Kong Limited in 2003
(Stock Code: 653), &

Bonjouir currently runs 37 retail stores in Hong Kong, Macau and Guangzhou. Most of these retail stores
are |ocated in prime locations that are highly visible and easily accessible to pedestrian traffic and by
which, we belisve that our retail network is able to provide beauty and health-care products in.a more 4

accessible and available way which can continue to gain popularity among customers. : -

The Group is dedicated to providing products of exclusively-distributed intemational brands and private L_‘: y !
labels. Currently, the Group is selling over 16,000 kinds of featured products, covering skincare,
gosmetics, fragrance, heallth food, hair and body care, to cater to the diverse neads of Gustomers.
“More Mall", an auxiliary brand spegializing in selling snacks from Japan, Korea and Taiwan, is alsa
stationed in 6 Bonjour branches. We strive for the best and keep a keen eye on the rapid markst
changss to continue providing more diversified products and services to customars.
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11991

© BRI - HIEMBRTEE - [EXXRARME
Since our first launch in Jordan, and moving to Fa Yuen Street in Mong
Kok afterwards, the Bonjour brand has steadily gained recognition

11996

o RES|IABMHEGRRERS SR
Qur pioneering introduction of Japanese skincare products and
cosmetics proved an instant success with customers

11997

. Wﬁﬁsﬁaﬁ%EHEﬁ IFREUMPEAFTRES - DSEHFER
= - BREIRIFITE
Bonjour received a huge boost in both brand recognition and revenue
when various famous celebrities were invited to the opening of our
second shop in Bute Street, Mong Kok

12000

- B S— AR - mEEesEn
Opened another shop at Fashion Island,
Causeway Bay, one of the shopping hubs
in Hong Kong

- EREXSHERE

Expansion of slimming beauty business

12002

o MREEFMMEDE - BHTwins - e RIR/\E

?g»‘l\m}\ﬁﬂf’ﬁﬁi C SHAEERIKE .
A9

Celebrities including Twins, Ms. Shiley Cheung

and Ms. Teresa Cheung were invited as VIP

guests to the opening of our Fife Street

branch - causing heavy traffic congestion

around the Mong Kok area

12003

GEEBHGERMEKRET (LHER
653) - BRUTE TR IBERRE i EE S
RESBEBRGTRNEE
Bonjour was listed on the Main Board of
The Stock Exchange of Hong Kong Limited
(Stock Code: 653), receiving 17 times
oversubscription for its initial public offering. It secured the foundation of
Bonjour's leading status in the beauty and cosmetics industry in Hong
Kong

« MIAREESEE - BIERRE - OEFER-3MNEREYEMSE
Taking advantage of the low rental rates, Bonjour accelerated its
expansion from 2-3 new branches a year, to 5 new branches in a
half-year period

12004

o REMIRR I E M - SRR,
Headquarters were established at To Kwa !
Wan - and dubbed Bonjour Tower "

« HPIBER 1P T R B
Opening of the first branch and slimming beauty centre in Macau

12005

* PAMDRBIR R B - K
Expansion of foot massage business “Top |
Comfort”

« R #AEwww.bonjourhk.com R E &Rt
ELrEmTs
www.bonjourhk.com was established to
provide online shopping platform for
customers

L i

12006

cREAZRUERERERHEESZSIR
% - SHEEBERISR (B - bR
gﬁﬁﬁ% CEMRETVETEERETIR

To enhance brand image and provide
comprehensive beauty services, “About
Beauty” provided diversified beauty and
manicure services, in addition to its existing
slimming services

12007

o B EMERAER M MEFMERERS '
Opened the first cosmetics and manicure
shop in Shanghai

» 1853/ [Dr. ProtalkBESRE@N] - 2H
gé%%%@ﬁﬁ R E—MERES
Opening of 3 new branches of “Dr. Protalk
- skin clinics” to provide advanced and specialist beauty treatments and
establish the first international beauty institute

12008

c BETEREEZIAIRA TRESE - RE
EE RS TR ftE sl
Invited a professional consultancy, and the
gifted scholar Mr. Chip Tsao, to provide
bespoke training courses to our
management team and front-line employees

MR SHRERBOTEEERN - ENEARBERNE  TREME
HERRN  BREREREIEEEHEE  UERREHEATBI+F
2 - 2RIENIER - SREHBTREI00ETEBIL+FE
Organised a charity sale and placed donation boxes at all branches
raising funds for victims of the Sichuan Earthquake. These activities
aroused such great responses that all charity products were sold out in
just 3 hours. A total of HK$1 million was donated to the Hong Kong Red
Cross

12009

s MUSHELE  AHEABREREE—2H
Formed a volunteer team to actively participate in various charitable and
community based activities to help the underprivileged

12010

- EEEANEEENTEE [REEECHE]
TR
Assumed title sponsorship of the Yan Chai Charity Show, and donated a
total of HK$1,318,000 to Yan Chai Hospital

o SGERIEC009M0ERE [ ERHM] SHRIET - MARSITEmEmE
EHUTEETRNMRLENER
Bonjour was awarded the Caring Company honour for 2009/10, in
recognition of our contribution towards social responsibility and
community well-being

SHABEMNESE [SMESEPN LT
P ER - EREERTRONED
Leading business magazine Forbes Asia
listed Bonjour as one of its “Best Under a
Billion" companies, solidifying the Group's
leading position in the industry

o B 98 5 BOTE AR BRAT R A% 10 SIS AR IR AT 8
BFEHEE R - (R hEE R
China’s leading online travel service
enterprise Ctrip.com International Limited
and Bonjour jointly promoted the
Ctrip-Bonjour VIP Card, offering discounts
to visitors from Hong Kong and China

MR EINE R S AthPImh - BEINIT A
AR

Opened the first retail store in Tianhe, Guangzhou, establishing a
successful entry into the PRC market

- SHBHEE1 318000

.




c SR ERREFHIRERNE (ZR(EFR
ijﬁCPQQOH) Z [EERHERERER

Dr. Wilson Ip Chun Heng, Chairman of
Bonjour, won the award of “Entrepreneur of
the Year 2011 China (Consumer Products
Category)” by Emst & Young

2012

« SR EEREFHINE (2011 FERRE
FEREREE-RUTHAR (BEXR) |
Dr. Wilson Ip Chun Heng, Chairman of
Bonjour, won “Asia Pacific Customer =
Relationship Excellence (CRE) Awards 2011
CEO of the Year (Retail)”

2013

« S E Mediazone Group 20135 &
SEBEHEERERE] ’
Bonjour was recognised at the “Hong
Kong’s Most Valuable Companies Services
Awards 2013", hosted by the Mediazone
Group

12014

» SRPIHEEED S E—EREE WS - ﬁqﬂﬂmﬂﬁﬁg{{é#jﬁﬁ
SERaERE
Bonjour retail stores accepted Alipay - Cross-border In-store Payment
which enhanced consumptions of mainland tourists

« AR EEATESEY  HRESEEABMH S
Acquired the Group's first self-use shop in Tai Ho Road, Tsuen Wan

o LAMBREA OB AR RIS  MER223804F5ER  REEES
BEfFIF R
Acquired a new office located in Tsuen Wan — with a total gross floor
area of 223,804 sq ft, and worth HK$490 million, preparing for the
Group's long term development

- =R AEE (SRR ERARL A% [ROENER]  UREHF
Bttt =R

Our talents were awarded the “Distinguished Salesperson Award (DSA)"
from the SME Club in recognition of our staff’s outstanding performance

cEERVMELRBRFRESDIMESEEEE  EXNRFEHMERE
B ARENPREERREEEEENV
In November, the Group's headquarters were officially moved from To
Kwa Wan to Tsuen Wan - utilising a larger floor area and greater
equipment in order to further enhance logistics and central management

» SRRENE [812] FHPBEAR [SR80ES] - BRERIES
REBLERRE-AHSRSZRREF=F
Bonjour was named “The Most Popular Brand” and ranked top three
highest turnover business with Lotte Duty Free Group and King Power
Duty Free Mall on “Alipay Double Twelve Shopping Day”

12016

. gg;iﬁﬂ@ﬂf CREWERRESIERMARIER - 2EEEREE
R
In cooperation with Alipay, Bonjour launched a bargain activity at our
Canton Road Branch in Tsim Sha Tsui with a surge in sales of 1 million
on a single day

» RIS AR - SHEH [SRVPES ] BFEE5E)
ONEMEEr  CRERRTE2NESERR
In order to meet the trend of intelligent service, Bonjour has launched the
Bonjour e-Membership Program to replace the traditional VIP card,
which offered customers a brand new shopping experience

NG RONG'S MOST YALLA

ERVICEL:

12018

12019

-

s EUHERSARBA-QHESRREE
AridspERToNpR s - RE=ShBERANE

&

Lots of political, business celebrities and
artists attended the Grand Opening
Ceremony of Bonjour Tower at Tsuen Wan
Headguarters and witnessed our new
milestone

« SMERE (SEHSERRE) B [REXE]  URERETHDE
SEEEPENFISESNNEM
Bonjour was awarded the “Honorable Award” from The Cosmetic and
Perfumery Association of Hong Kong Limited in recognition of our
outstanding contribution in promoting continuous studies and training for
employees

2017

'2;?&&%%5*1@5201?@33@@&‘}(%] LERFEEBHTES
=}
Bonjour was awarded the "HKRITA 2017 Industry Super Retailer of the
Year” in recognition of the Group’s efforts and dedication to the retail
industry

« SRRBERIFNMBEEREN SEASTE - AR [KHME112IR
TR RIFEE S \BREECTREFEXZRERLH
With its innovative marketing strategy, Bonjour broke a new record with
the “Tmall double 11 global carnival” sales. Trading volume of the first
hour already exceeded that of the entire day of last year

c B EEETENE OB
[2018EF @M AZE] « M=R
REMNGERSRE MENEERNS
BESHENENER
Bonjour was awarded “Business
Excellence Awards 2018" from the
Professional Validation Centre of
Hong Kong Business Sector in
recognition of our excellent
performance in several aspects,
including brand development, market =
sense and social responsibility, etc. |

BEERCIE  —D=R@BRATERE |
F[EI2E [=RATEE ] - &hEnt
[em) Z=hk D] UEE MRSh |
BRI BRERE
To bring team cooperation into full play staff from Bonjour headquarters
and front line participated in the “Bonjour Dronestagram” activity. Our
staff members successfully formed the Chinese characters of “Bonjour”
and a heart shape to champion our united spirit

.

s SRRESEERFEHERE10F
Plus [T EEE] R - MEEEE
B 10 EolA L - BEE - mILE
TREERE  URHHERHES
FHER
Bonjour was awarded “10 Years Plus
Caring Company Logo” from the
Hong Kong Council of Social Service

in recognition of our continuous contr’ibution in caring for the community,

employees and the environment, and promoting corporate social
responsibility for 10 consecutive years or above

SHEASHERERBEHSRIEN [(BSRSREE] - BAOEIDELE
%Eﬂ?ﬂi?ﬁmﬁg IS [BAE] RERS fUamEH o
SN

Bonjour participated in the “Quality E-Shop Recognition Scheme”™ which
introduced by Hong Kong Retail Management Association (HKRMA). Our
e-shop has passed the comprehensive and objective assessment and
was awarded for a "Quality E-Shop Recognition Logo®, which could
effectively enhance customers' confidence in online shopping

.
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Socal and - International < wards

Bonjour Holdings Limited is one of the leading cosmetics and beauty service companies
in Hong Kong and is widely recognized by citizens and tourists.

| Awards Organizations

IFAPC Outstanding Listed Company Award

Hong Kong's Most Valuable

Companies Services Awards

The Hong Kong Q-Mark Service Scheme Certificate
No Fakes Pledge Scheme

Quality Tourism Services Scheme

Hong Kong Top Service Brand Ten Years
Achievement Award

Entrepreneur of the Year (China)
Asia Pacific CRE Awards-CEO of the Year (Retail)
Best Under A Billion

Consumer's Most Favorable Hong Kong Brands

Hong Kong Merchant of Integrity

Quality Life Awards

The Best Performance Company Award
The Excellence of Listed Enterprise Awards
Capital Weekly Services Award

Leaders of Excellence

Outstanding Corporate Strategy Awards
The Best for Home

10 Years Plus Caring Company

Hong Kong Outstanding Enterprises Parade
TVB Weekly Outstanding Award
Guangzhou Influential Fashion Brands Awards
Distinguished Salesperson Award (DSA)
Yahoo! Emotive Award

The Premier Brand in Hong Kong

Business Excellence Awards

Asian QOutstanding Business Achievement Awards
Top 10 eCommerce Website Awards

Consumer Caring Award

Honorable Award

Industry Super Retailer of the Year

“
I“MJ H
Consumer -
2»l6-18 =
- SYRAEE 'rﬁﬁ#ﬁw
®.
w

The Hong Kong Institute of Financial Analysts and
Professional Commentators Limited (IFAPC)

Mediazone Group

Hong Kong Q - Mark Council
Intellectual Property Department
Hong Kong Tourism Board

Hong Kong Brand Development Council

Emst & Young

Asia Pacific Customer Relationship Excellence (CRE)

Forbes Asia

China Enterprise Reputation and Credibility
Association (Overseas)

Guangzhou Daily
Lisa Magazine
Capital Weekly
Capital Weekly
Capital Weekly
Capital Magazine
East Week

Hong Kong Economic Times -Take Me Home
The Hong Kong Councll of Social Service
Economic Digest

TVB Weekly

Style Weekly

The Hong Kong Management Association
Yahoo! Hong Kong

GD. QQ. COM/ FASHION / HK

The Professional Validation Centre of
Hong Kong Business Sector

Asian Hair & Beauty Association
GS1 Hong Kong / Retail Asia Expo
GS1 Hong Kong

The Cosmetic and Perfumery Association of Hong Kong

Retail Asia Expo
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SHEBREBZH  TAGOEHE  2RESNHERBRGH - RHSH—H7-
Bonjour has long been an active participant in charity works and supports environmental activities.
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10 Years Plus Caring Company

Plastic Resources Recycling Partnership
Donation Box Placement

Donation Box Placement

Visit Yan Chai Hospital Fong Yock Yee
Neighbourhood Elderly Centre

Yan Chai Charity Walk
Vegetarian Feast “Year of Snake”
Yan Chai Charity Show

Transworld x Bonjour Charity Visit to Yan Chai Law's
Foundation Child Care Centre cum Hostel

Amity and Benevolence Charity Night
Tree Planting Day

Pink Walk Against Breast Cancer
Walk for Nature

Wai Yin x Canon — Walk For Charity * Plant For
Fun...d"Event

Yan Chai Fortune Bag in Care of Elderly
Sponsor “World Women Bowling Championships"
Bonjour x Shine Tak Charity Hiking

Free Rice Dumplings Giveaways
Territory-wide Flag Day

Charity Walk for Nepal Annapurna

Ice Bucket Challenge Fund Raising Event
Walk for Millions

Pink Revolution

Trailwalker Fund Raising Event

Charity Gala Dinner

Danation to the school for the purchase of mobile learning
equipment and the development of STEM education

Charity Sale for Disaster Relief in China
Charity Donation

$1 Morinaga Milk Powder Charity Sales
Industry Cares Recognition Scheme
Charter on External Lighting

The Hong Kong Council for Social Service
Yan Qi Tong EcoPark

ORBIS (Hong Kong)

Yan Chai Hospital

Yan Chai Hospital

Yan Chai Hospital
Yan Chai Hospital
Yan Chai Hospital

Yan Chai Hospital

Kowloon Women 's Organisations Federation
The Community Chest

HK Breast Cancer Foundation

WWF (Hong Kong)

Wai Yin Association

Yan Chai Hospital

Hong Kong Tenpin Bowling Congress

Shine Tak Foundation

Shine Tak Foundation / Butterflyers Association
Yan Chai Hospital

A Drap of Life

Hong Kong Neuro-muscular Disease Association
The Community Chest

Hong Kong Cancer Fund

Oxfam Hong Kong

Riding For The Disabled Association

Yan Chai Hospital

Hong Kong Red Cross

Egive For You Charity Foundation
ORBIS (Hong Kong)

Federation of Hong Kong Industries

Environment Bureau
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Suisse Reborn - YUMEI * Dr. Schafter - Dr.Bauer - Medi Angel - Franck Olivier - Rote
Fabrik * Qiriness ~ WOWWOW =

Bonjour provides over 100 exclusively-distributed international brands, including exclusive
and private labels such as Suisse Reborn, YUMEI, Dr. Schafter, Dr.Bauer, Medi Angel,
Franck Olivier, Rote Fabrik, Qiriness, WOWWOW etc.

e ARAEGE
' Products with Exclusive Distributorship Rights

16plain IPSE Pretty by Flormar
3W Clinic IPSENATURE Prevense

A +Fit IPSE SOLUTION Purita

AA I. COLOR Focus Qiriness

Adin I. COLOR PRO RAINBOW L'AFFAIR
Arvid I. Skin Focus Rich

ARVAL Janeke Rossini

Beauty Purify Jellyfish Venom Essence Rote Fabrik
BODDY'S PHARMACY Jeu'Demeure Sence Beauty

Body X Khloris Silky Tender
Carlotta Kicho SKINADO
CARMELLA KUORA Snowy

CCNY Laino s02C

Charming Enzyme LaStella Suisse Reborn
Ciracle Layla Swiss Plus

Claire de Lune LEN-QO-LIN Swiss 3

Collection de Parfums Les CHIM&NE The Boutique Collection
Comfo Les fleurs de Bach The Luxury Bathing Company
Dabo Lila Lity The Skin House
Deed | Do Living Healthy Tinchew (By Ms, Violet)
Deoproce Lonkoom Tom Robinn
Dermedic LOOK AT ME Tonino Lamborghini
Divaderme Love Impact Ugetsu

Dr.Bauer Luxury Soo Unicomn

Dr. Schafter MBeauty Who's Hair

Eunyul Medi Angel WOW WHOO
Fascinelle Mediterraneum Nostrum MMXIII ~ WOWWOW

Flor de Mayo Miss Kay YUMEI

Flarmar Mikatvonk Zeno

Forderm Mistine Zymogen

Franck Olivier Moroni IR

G. Field Nature's Green BT

GLOWHILL Natureza AMERED

Gold Energy Snail Synergy ~ Nextbeau L

| Beauty Nightingale fEmE

In. Hair professional NOTE Hez

Inuwet Qillan Baby =
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BONJOUR
TEUBEREERR

Five-Year Financial and Operational Summary

(B SHEI - G TFET  (in HKS thousands unless TR ZE-RF ET—+Ff T\ ZB-NE
FTE otherwise specified) 2015 2016 2017 2018 2019
e Turnover 2,286,806 1,994,902 1,934,893 1793457 1,458,828
—ERL R - Continuing 2,286,806 1,994,902 1,934,893 1793457 1,458,828
BB EER - Discontinued - - - - -
EH Gross profit 955,005 760,778 680,228 635,765 490,443
~BEREER - Continuing 955,005 760,778 680,228 635,765 490,443
— DR R K - Discontinued - - - - -
% Gross margin 41.76% 38.14% 35.16% 35.45% 33.62%
— - Continuing 41.76% 38.14% 35.16% 35.45% 33.62%
—BERIHEE £ - Discontinued - - - - -
LEsk/ (BR) Operating profit/(loss) 50,723 (77,868) (187,526) (16,213) (71,449)
—RBELEEK - Continuing 50,723 (77,868) (187,526) (16,213) (71,449)
— BRI EEEERK - Discontinued - - - - -
e ER= Operating margin 2.22% (3.90)% (9.69)% (0.90)% (4.90)%
— — Continuing 2.22% (3.90)% (9.69)% (0.90)% (4.90)%
—DRHEEEK - Discontinued - - - - -
FERF/ (B8) Profit/(Loss) for the year 432,228 (91,628) (202,342) (39,613) (130,621)
—RERL K - Continuing 33,275 (91,628) (202,342) (39,613) (130,621)
— BRI EEEER - Discontinued 398,953 - - - -
UTEFELEE Profit/(loss) for the year
w7,/ (B8) - attriouted to:
E.YNGE 2PN — Owners of the Company 432,228 (91,628) (202,342) (39,613) (129,648)
— iR - Non-controlling interests - - - - (973)
HELR/ FHEFE Return on sales/Net margin 18.90% (4.59)% (10.46)% (2.21)% (8.95)%
~RBELEEK - Continuing 1.46% (4.59)% (10.46)% 2.21)% (8.95)%
—BREEEERK - Discontinued 17.45% - - - -
LEEBES Working capital 3,947 165,258 124,119 38,640 (253,121)
BEHE Total assets 1,967,802 1672565 1,416,042 1,393,159 1,539,638
BfEBE Total liabilities 889,774 818,997 774,828 793474 1,104,212
BRES Shareholders’ funds 1,078,028 853,568 641,214 599,685 435,426
o YNGIEY=ON - Owners of the Company 1,078,028 853,568 641,214 599,085 436,298
— SRR — Non-controling interest - - - - 672
BEREDR Return on total assets 21.97% (5.48)% (14.29)% (2.84)% (8.42)%
ek Return on equity 40.09% (10.73)% (31.56)% (6.61)% (29.7)%
HEFERH(A) Inventory turnover on sales (days) 41 41 36 48 47
BEEEREEEL Total liabilities to total equity 82.54% 95.95% 120.84% 132.32% 253.59%
BBETEDE Total number of retail
ag outlets in Hong Kong 42 37 33 35 33
BPEENTE Total number of retail
By outlet in Macau 3 3 3 3 3
hE AR LR Total number of retail outlet in the
([RENZEE People’s Republic of China
NIEBEY (the “PRC” or “China’) 2 2 2 1 1
2 Annual Report 2019
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Corporate Information

Board of Directors
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Dr. Ip Chun Heng, Wilson (Chairman and Chief Executive Officer)
Ms. Chung Pui Wan (Vice-Chairman)
Mr. Chen Jianwen (Vice-Chairman)
Mr. Yip Kwok Li

Mr. Wan Yim Keung, Daniel
Independent Non-executive Directors
Mr. Wong Chi Wai

Dr. Chow Ho Ming

Mr. Lo Hang Fong

Audit Committee

Mr. Wong Chi Wai (Chairman)

Dr. Chow Ho Ming

Mr. Lo Hang Fong

Remuneration Committee

Dr. Chow Ho Ming (Chairman)

Dr. Ip Chun Heng, Wilson

Mr. Wong Chi Wai

Nomination Committee

Mr. Lo Hang Fong (Chairman)

Dr. Ip Chun Heng, Wilson

Mr. Wong Chi Wai

Authorised Representatives

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

Company Secretary
Ms. Cheng Wai Kam, Kennex
Independent Auditor

RSM Hong Kong
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Corporate Information (continued)

Legal Adviser

Tung, Ng, Tse & Heung Solicitors

Registered Office

Clifton House

75 Fort Street

P.O. Box 1350

Grand Cayman, KY1-1108
Cayman Islands

Head Office and Principal Place of Business

12/F., Bonjour Tower

No. 36-50 Wang Wo Tsai Street
Tsuen Wan, Hong Kong
Telephone: (+852) 2872-2872
Facsimile: (+852) 2872-2873

Principal Bankers

The Hong Kong and Shanghai Banking Corporation Limited

Hang Seng Bank Limited
Bank of China (Hong Kong) Limited
Dah Sing Bank, Limited
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Information for Investors

Company Website

Corporate Information
http://corp.bonjourhk.com

Online Shopping Web
www.bonjourhk.com

E-mail Address

corporate@bonjourhk.com

Principal Share Registrar and Transfer Office

SMP Partners (Cayman) Limited
Royal Bank House — 3rd Floor
24 Shedden Road

P.O. Box 1586

Grand Cayman, KY1-1110
Cayman Islands

Hong Kong Branch Share Registrar and Transfer Office

Union Registrars Limited

Suites 3301-04, 33/F.

Two Chinachem Exchange Square
338 King’s Road

North Point

Hong Kong
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(the “AGM”)
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31 March 2020
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Important Dates

Closure of Register of Members
(both days inclusive)

Stock Code

The Stock Exchange of Hong Kong Limited . 653
(the “Stock Exchange”)

Board Lot 2,000 shares

18 May 2020 to 22 May 2020
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Chairman’s Statement

On behalf of Bonjour Holdings Limited (“Bonjour” or the “Company”), |
am pleased to present this annual report and the audited consolidated
financial statements of the Company and our subsidiaries (the “Group”)
for the year ended 31 December 2019 (the “Year” or “Financial Year”)
to the shareholders of the Company (the “Shareholder(s)”).

The year 2019 was undoubtedly a challenging time for the retail sector
while the sales performance was recorded the sharpest decline in
recent years. The Hong Kong economy saw an abrupt deterioration in
2019 with the global economic slowdown and escalated US-Mainland
trade tension. Local social incidents triggered a slump in inbound
tourism that the numbers of tourist arrivals in Hong Kong dropped
significantly and led to a decline in sales performance. At the same
time, the local consumption activities are also hampered because of
the dampened consumer sentiment.

Bonjour has a wide variety of products with over 16,000 quality
and trendy products. The Group keeps understanding the changing
preferences of the customers and sourced products to meet their
needs. Products over the world with renowned reputation and trendy
items are procured instantly to ensure our customers could keep
pace with the market trends. Our shop layouts are well designed with
best-selling and newest items at prominent positions for customers
to easily find what they need. We will continue to focus on providing
exceptional shopping experiences to our customers.

Known that e-commerce is the key trend in the retail sector, the
Group has developed its online channels. Bonjour online stores are
stationed at different popular platforms to reach the public that big
data is collected to better understand customers’ needs. Also, we
have introduced promotions and the latest information regularly to
deepen the interaction with the customers and build trust. We will
continue to strengthen our online and offline services to increase our
competitiveness.

Nowadays, customers expect retailers to anticipate and meet their
needs upon their presence. It is about giving customers a satisfactory
experience during their journey which is in conformity with our slogan,
“Services-oriented, striving for excellence”. Our team endeavors in
providing heartfelt services to our customers and timely fulfill their
in-shop expectations and needs. At the same time, the Group is
committed to fulfilling social responsibility. We will give back to society
to build trust among the public.

Annual Report 2019
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Chairman’s Statement (continued)

On behalf of the Board, | would like to express my sincere gratitude
to our Shareholders, investors and business partners for their
understanding and support, as well as our staff who has contributed
with unremitting efforts and input. It is no doubt that the business
environment would remain challenging, however, with our solid
experience in the industry, the Group will be always well prepared to
overcome the hardship.

Ip Chun Heng, Wilson
Chairman
Hong Kong, 31 March 2020
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Management Discussion and Analysis

Annual Results

e The Group’s turnover for the Year amounted to HK$1,458.8
million, representing a decrease of 18.7% from HK$1,793.5
million of last corresponding year.

° Loss for the Year was HK$130,621 million (2018: HK$39,613
million).

e The Group’s gross profit decreased 22.9% from HK$635.8 million
of last corresponding year to HK$490.4 million.

e  Loss per share was HK$3.8 cents (2018: HK$1.2 cents).

e As at 31 December 2019, the Group operated a total of 37 retall
stores in Hong Kong, Macau and Guangzhou.

Market Overview

Retail sales in Hong Kong plunged in 2019 amid the local social
incidents and escalated US-Mainland trade tension. According to
the Census and Statistics Department, the value of total retail sales
in 2019 was provisionally estimated at $431.2 billion, decreased
by 11.1% while the volume of total retail sales also decreased by
12.3% compared over 2018. A government spokesman attributed the
continuous sharp fall of the retail sales to the local social incidents
which disrupted tourism- and consumption-related activities and
further dampened consumption sentiment.

Being closely related to the local retail market, the decline of tourist
arrival deteriorated the sales performance. According to the Hong
Kong Tourism Board, although visitor arrivals in the first half of 2019
increased by 13.9%, it decreased by 39.1% in the second half of
2019. The full-year provisional visitor arrivals in 2019 amounted to 55.9
million, a decrease of 14.2% year on year. All source markets with
the mainland and short-haul markets dropped significantly of 14.2%
and 18.7% respectively. Overnight visitors also declined by 18.8%.
The retails sales used to hinge on tourism that the decline in visitors
dragged the retail sector.

Also, the key shopping districts, including Causeway Bay, Tsim Sha
Tsui and Mong Kok, were highly impacted because of the social
incidents in the second half of 2019. Retailers had no choice but to
close their shops earlier or amidst unrest. Some even planned to
surrender their stores and reallocate their resources to other markets.

Annual Report 2019
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Management Discussion and Analysis (continued)

Business Review
Retail Sales

The local retail market suffered from a significant decline in 2019,
against the weak local economy causing by the escalated US-
Mainland trade tensions and local social incidents which further soured
shoppers’ appetite for spending. The Group’s total retail sales for the
Year decreased by 18.7% compared to the last corresponding year.

In the first half of the Year, the Group noticed the changing habits
among the tourists, especially the Mainland tourists, which caused the
actual spending on consumer goods to decrease significantly. Also,
with the e-commerce law taking effect in China, the Daigou (surrogate
shopping) activities were reduced that brought a side effect on the
Group. During the second half of the Year, the tourist arrivals sharply
decreased due to Hong Kong’s ongoing political and social unrest, the
retail sales growth was further hampered.

To optimize shop efficiency, the Group delisted a number of non-
performing SKUs from its product offerings. The focus was switched
on brands and products which are faster-mover and/or with higher-
margin. The store layouts were also redesigned to better display the
best-selling and trendy products to create an exceptional shopping
experience for customers.
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Management Discussion and Analysis (continued)

Business Review (continued)
E-Commerce

As e-commerce has been developing rapidly which has radically
changed shoppers’ consumption patterns in recent years, retailers has
no choice but established their online purchasing platforms to maintain
competitiveness. The Group kept pace with today’s market changes
and adapted the multi-channel sales strategy.

To meet the growing online shopping demand of the customers,
Bonjour not only set up our own official online shopping platform, but
we also have stationed our flagship stores at different cross-border
platforms, such as Tmall Global, Kaola.com and JD.com.

In recent years, the lines between physical and the digital buying has
been blurring in the way customers shop for beauty products and
cosmetics. Social media has added benefit and complexity in equal
measure, with users sharing their experiences, reviews and advices
about products with thousands of others at the click of a button. This
user-generated content has highly influenced customer behavior.
The Group grabbed the opportunity and has engaged itself with
more customers at different social platforms, including Facebook,
Weibo and WeChat. The latest promotion could be delivered to our
targeted customers easier and faster. We could provide them with
more information and enhance product visibility, allowing them to
better see how products look when used. Also, long-term relationships
with customers were developed by regular online sales activities and
interactions.

Besides, under the agreement that the Group entered into with Fliggy,
a travel service platform of Alibaba Group Holding Limited before, we
offered our products at the “Fliggy Buy” shopping channel, enabling
travelers to shop online and pick up their purchased goods while they
were travelling in Hong Kong, thus providing the Mainland shoppers
an elevated shopping experience. Such buy online, pick up in-store
(BOPIS) service was very appealing to the customers because of the
convenience.

Annual Report 2019
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Management Discussion and Analysis (continued)

Business Review (continued)
Rental and Store Network

The retail leasing market faced headwind and the leasing activities
dropped. According to Jones Lang LaSalle Incorporated (JLL), the
rents of high street shops and prime shopping malls dropped 18.4%
and 5.6% respectively this year. The Group reacted to market changes
promptly and reviewed our store network strategy accordingly from
time to time. We closed those underperformed stores once the
agreements expired and relocated to districts where it would be
operated more efficiently. The Group would also considered short-term
leases which would be more flexible during the economic instability
and negotiated for more reasonable rental levels.

As at 31 December 2019, the Group was operating 37 stores in Hong
Kong, Macau and Guangzhou (2018: 39).

Brand Management

The Group distributed a great variety of internationally renowned
makeup, skincare and healthcare products to accommodate the
different customers’ need. Amongst these products, the Group has
successfully established a recognizable image with a series of our
exclusive hero brands, such as Suisse Reborn, Yumei, Dr. Bauer,
WOWWOW and Swiss 3. We not only invited some celebrities in
the city as brand ambassadors including Miss Elanne Kwong for
WOWWOW and Joey Wong for Yumei, but we also made use of social
media platforms to drive brand awareness and promote our products
like Facebook live, Wechat moments and Weibo sharings.

Building goodwill with customers was a key to success of the Group.
Bonjour VIP programme effectively accommodated over 580,000
members who could get the latest news and promotional information
instantly. Bonjour’s official shopping website and various social
media channels were managed up-to-date with the hottest products
information and beauty trends. With our consolidated brand strategy,
the Group built customer loyalty and delivered an excellent brand
experience to the customers.

11
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Management Discussion and Analysis (continued)

Business Review (continued)
Staff Management

Having the motto of “customer first”, the Group provided
comprehensive training and adequate support to staff. Our staff is well
prepared for spontaneous interactions with our customers that they
could best portray the products and improve customers’ experiences.
They are able to provide information to shoppers with ease and speed
by displaying the product details and samples, allowing shoppers to
better understand products as well as to touch and feel products.
More importantly, the Group ensured that there would be enough
communication with our staff to provide flexibility at work. Only if
the Group provided a positive work environment would the staff be
wholeheartedly devoted to their work and provide better services.

During the Year, there are approximately 700 staff in the Group and
the staff cost-to-turnover ratio was 13.8% (2018: 12.6%).

Outlook

Hong Kong consumer market is still surrounded by a lot of uncertainties
and remains weak. Although the US-Mainland trade tension was
temporarily eased, the local retail sales and tourist arrivals are still
affected by the local social incidents which is expected to maintain
on a downward trend. According to the preliminary forecast by
PricewaterhouseCoopers, Hong Kong retail sales are expected to decline
by approximately 2.5% to HKD420 billion in 2020. Moreover, with the
outbreak of novel coronavirus, it is believed that the local retail market
would be adversely affected amid coronavirus fears. Facing the current
downturn, the Group has implemented a number of measures to better
control its operational costs. These measures include but not limited to
rearranging our stores opening hours from two shifts to one shift and
requiring all staff to take at least five days of leave without pay in order to
optimize staff costs. Also, leveraging on our good long-term relationships
with our landlords, we have been offered for some concessionary rent for
a few months. The Board will continue to implement cost control policies
until the general economic conditions improve. We will also continue
to monitor closely the market changes and timely adjust our strategies
whenever necessary.

Annual Report 2019
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Management Discussion and Analysis (continued)

Outlook (continued)
Challenging retail market amid macroeconomic headwinds

The retail sector has been under pressure since last year and it is
expected to fall into winter. Facing the slowing economy and changing
consumer market, the Group will continue to adopt a customer-centric
strategy cautiously to achieve profitability and operational excellence.
Meanwhile, the Group will strive for a balance between online and
offline sales channels.

Given that bricks and mortar stores continue to perform in the beauty
and cosmetics market, as consumers desire to try products before
they make a purchase, store layouts and displays have to be optimal.
We believe that giving customers a try or test on products before
making a purchase is one of the key strengths for our success. The
Group will continue to create enjoyable shopping experiences for
customers and maximize sales conversion rate.

Understanding that some visitors are not able to visit our physical
stores in Hong Kong under the entry ban and quarantine measures
due to the outbreak of coronavirus, the Group has trained up some
of our frontline staff to become our online beauty anchors. The well-
performed are selected to be our KOLs (“Key Opinion Leader”) and
they have started to webcast at live-streaming platforms to promote
our products to customers since late March. This is one of our key
strategies in the future.

Another initiative is to promote the use of IT in business applications.
We have started enhanced our ERP system in the year of 2020.
We expect that such IT initiative can improve the efficiency and
effectiveness of our business decision making. More importantly, it can
streamline the operational processes and increase the Group’s value
creation efficiency.

Rental and Store Network

According to Knight Frank, the rental costs for street shops in prime
shopping areas are estimated to further decline by 15 percent or more
in 2020. Also, short-term leases for street-level shops in Hong Kong
could go mainstream because of the ongoing local social incidents.

In such a case, the Group will continue to eliminate the
underperforming shops when contracts expire. Also, the Group will
negotiate for a more reasonable rent with the landlords upon contracts
renewal and will not preclude short-term leases for street-level shops
to maintain our competitiveness.

The Group will continue to review market changes and optimize our
store network strategy.
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Management Discussion and Analysis (continued)

Outlook (continued)
Timely Product Portfolio Adjustment

Customer-centric is always the key to success of the Group. With our
strong global procurement team, we will continue to source the quality
and trendy products to meet the needs of our customers. During the
early outbreak of coronavirus pandemic, our procurement team has
been working around the clock to source relatively large number of
surgical face mask to help to cope with the huge demand to Hong
Kong people. Our dedication in Corporate Society Responsibility
(“CSR”) and Environmental, Social, Governance (“ESG”) was
recognized as one of the “Sparkle Hong Kong” listed companies in
Hong Kong which was chosen by a group of professionals. With the
emerging technologies and extensive mobile connectivity, the Group
will be able to understand consumers better by manipulating the big
data. The product mix will be adjusted simultaneously by seeking
products with growing demands and eliminating underperforming
products. The Group will remain sensitive to consumer habits change
and market trends to stay competitive.

Stay ahead to embrace e-commerce

Not to mention the fact that e-commerce is still growing nowadays,
the Group has adopted numerous e-commerce measures. With the
channels at different popular platforms, namely Tmall Global and
Kaola.com, etc, the Group will continue to improve our online sales
channels and strengthen the interaction with customers. Also, mobile
commerce is getting more common and stores are going cashless.
The Group will keep an eye on the latest digital shopping trends and
experiment ways for quicker and easier check-out to facilitate our
customers.

However, as we mentioned, there has been a blurring line between the
online and offline world in the retail market. We understand that online
shopping certainly offers convenience for shoppers, but cosmetics
are products that people like to try before buying. Bricks and mortar
stores are undoubtedly important, so as the online counterparts. In
such circumstances, Bonjour will continue to strive for a balance by
integrating customers between online and offline. On this, we will
continue to tap into the vast user base of Fliggy Buy to integrate our
online and offline sales channels and will continue to stay ahead by
embracing different e-commerce measures.
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Management Discussion and Analysis (continued)

Outlook (continued)
Conclusion

Cosmetics and beauty retail stores are likely to remain lackluster,
due to a drop in mainland tourist arrivals. The retail market in Hong
Kong, susceptible to fluctuations in mainland visitor arrivals, suffered a
provisional 14.2% fall in the year of 2019 to 55.9 million. It is likely to
be a challenging year for the retail market in 2020 as there is no sign
of reverse of a slump in local retail sales and so many uncertainties
remain. With the outbreak of coronavirus, the outlook for retail sales
will depend on the situation critically. To cope with the challenges
ahead, the Group continuously reviews and adjusts its existing
strategies and improves its cost structure, as well as undertakes new
IT initiatives, including the enhancement of IT infrastructure and the
development of e-commerce, aiming to secure a firm footing and
maintaining its competitiveness in a fast-changing market.

Financial Review
Liquidity and Financial Resources

The Group continued to adopt a prudent approach in managing its
financial resources. As at 31 December 2019, the Group’s cash and
bank deposits amounted to HK$98.9 million (2018: HK$237.5 million).
The Group’s bank borrowings, loan from a related company and
lease liabilities as at 31 December 2019 were HK$854.2 million (2018:
HK$519.6 million), out of which HK$352.1 million (2018: HK$265.9
million) were repayable within the next 12 months.

The current ratio of the Group as at 31 December 2019 was 0.57
(2018: 1.07). Gearing ratio was 0.947 (2018: 0.867), which was
calculated based on the Group’s bank and other borrowings, divided
by total equity of HK$435.4 million (2018: HK$599.7 million). Total
liabilities to shareholders’ funds was 253.6% (2018: 132.3%). The
Group services its debt primarily through the cash earned from its
operation.
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Management Discussion and Analysis (continued)

Financial Review (continued)
Cash Flow

Net cash inflow from operating activities was HK$173.9 million in 2019
(2018: outflow of HK$28.9 million). The loss before tax was HK$131.6
million (2018: HK$33.1 million). The total amount of non-cash items
amounting to HK$263.2 million (mainly depreciation expense) and
there was a net increase in working capital of HK$45.4 million (2018:
net increase HK$38.3 million).

Net cash outflow from investing activities was HK$0.3 million in
2019 (2018: HK$14.3 million) which mainly represented purchase of
property, plant and equipment and acquisition of subsidiaries, set off
by repayment of rental and utility deposits.

Net cash outflow from financing activities was HK$313.8 million in
2019 (2018: inflow of HK$28.1 million) which mainly represented
decrease in bank and other borrowings and repayment of lease
liabilities under the new HKFRS 16.

RAREE Contingent Liabilities
—E-hF —N\F
2019 2018
FHET FET
HK$’000 HK$'000
MEERHEEMER ZER Guarantees given for purchase to vendors - 100
- 100
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Management Discussion and Analysis (continued)

Financial Review (continued)
Foreign Exchange and Bank Borrowing Interest Rate Exposures

The Group has limited exposure to foreign exchange fluctuations
given that most of its assets, receipts and payments are principally
denominated in Hong Kong dollars, Macau Pataca and RMB with
some denominated in USD and Japanese Yen. The Group monitors
its foreign exchange position and, if necessary, will hedge its foreign
exchange exposure by forward foreign exchange contracts. As at 31
December 2019, none of the Group’s bank borrowings was dominated
in foreign currency.

As at 31 December 2019, the Group had short-term bank borrowings
amounting to HK$160.0 million (2018: HK$200.0 million) and long-term
bank borrowings amounting to HK$248.0 million (2018: HK$193.8

million). The bank borrowings were arranged at both fixed interest rate
and floating interest rate basis at short-term inter-bank offer rates.

Capital Structure

During the Year, the Company did not issue and allot any new shares.
The total number of issued and fully paid ordinary shares of the
Company as at 31 December 2019 was 3,412,565,999 shares.
Charges on Group Assets

As at 31 December 2019, certain of the Group’s assets with carrying

amount of approximately HK$622.0 million (2018: HK$637.9 million)
were pledged to secure banking facilities granted to the Group.

Material Acquisitions or Disposals of Subsidiaries, Associates and
Joint Ventures

There was no material acquisition or disposal of subsidiaries,
associates and joint ventures during the Year.
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Management Discussion and Analysis (continued)

Financial Review (continued)
Significant Securities Investments

The investment objective of the Group is to achieve earnings and
enhance the corporate value to the shareholders of the Company.
The strategy of the Group is to identify and invest in both listed and
unlisted investments and other related financial assets with potential
of growth within their industries. The Group has no specific industry
focus on potential investment.

As at 31 December 2019, the Group had financial assets at FVTOCI
(81 December 2018: available-for-sale financial assets) through equity
investments in Town Health International Medical Group Limited, a
company listed on the Stock Exchange (Stock Code: 3886) (“Town
Health”) with a total market value of HK$77.8 million, accounting
for 5.1% of the Group’s total assets (31 December 2018: HK$83.2
million, accounting for 6.0% of total assets). Throughout the Year, the
Group has been holding only one single financial asset and the change
on the fair value of such financial asset amounted to a loss of HK$5.4
million for the Year (2018: loss of HK$4.4 million). The market value
of the financial assets will be affected by the current status of being
suspended in trading and the financial performance of Town Health.
To mitigate relevant risks, the Group will monitor the trends of macro
economy to optimise its investment strategies in response to market
conditions. When considering future investment, the Group will assess
the results of operations and compliance of the investees to prevent
receiving no future economic benefits.

Details of Future Plans for Material Investments or Capital Assets

The Directors currently do not have any future plans for material
investments or capital assets. The management will continue to
monitor the industry and review its business expansion plans regularly,
S0 as to take necessary measures in the Group’s best interests.

Events after the Year

After the outbreak of novel coronavirus disease 2019, though a series
of precautionary and control measures have been and continued to
be implemented across the globe, such pandemic is still growing
exponentially. Based on the Directors’ preliminary business review for
the two months ended 29 February 2020, our retail stores operation
had been significantly affected as compared with the corresponding
period in 2019. The Group will continue to pay close attention to the
development of and the disruption to our business activities caused
by the COVID-19 and will evaluate its impact on the financial position,
cash flows and operating results of the Group.
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Management Discussion and Analysis (continued)

Financial Review (continued)
Human Resources

The Group adheres to a strong belief that employees are always the
most valuable assets of a corporation. The Group values its human
resources and recognises the importance of attracting and retaining
qualified staff for its continuing success. Remuneration packages
are generally structured by reference to market terms and individual
qualifications. In addition, share options and discretionary bonuses are
also granted to eligible employees based on individual’s performance.
The Group also provides mandatory provident fund schemes, medical
insurance schemes, staff purchase discounts and suitable training
programs for our employees.

As at 31 December 2019, the Group had approximately 700 (2018:
850) full-time and part-time employees in Hong Kong, Macau and
the PRC. The total staff cost including Directors’ emoluments for the
Year amounted to approximately HK$201.8 million (2018: HK$225.2
million).
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Directors and Senior Management Profiles

Executive Directors

Dr. IP, Chun Heng, Wilson, aged 62, is the chairman of the
Board, the chief executive officer of the Company and an executive
Director. He is also a member of the remuneration committee and
the nomination committee 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 42 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 grow tremendously
since 1996. Dr. Ip is responsible for the overall strategic planning and
formulation of corporate policies of the Group. He is also a director
of a number of subsidiaries of the Company. Dr. Ip had been the
executive director of Town Health International Medical Group Limited,
which is listed on the Main Board of the Stock Exchange from 2015 to
2016. Dr. Ip is the spouse of Ms. Chung Pui Wan, the vice-chairman
of the Board and an executive Director, and the brother of Mr. Yip
Kwok Li, an executive Director.

Ms. CHUNG, Pui Wan, aged 59, is the vice-chairman of the Board
and an executive Director. Ms. Chung has more than 37 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. She is also a director of a number of
subsidiaries of the Company. Ms. Chung is the spouse of Dr. Ip Chun
Heng, Wilson, the chairman of the Board, the chief executive officer of
the Company and an executive Director.

Mr. CHEN, Jianwen, aged 57, is the vice-chairman of the Board and
an executive Director. Mr. Chen is a seasoned merchant in various
businesses and is mainly responsible for the business development
of the Company. He is currently the chairman of Haifu International
Finance Holding Group Ltd (“Haifu”) and has diverse investments in
Mainland China including commercial real estate, natural resources
and manufacturing businesses. He is also a justice of the peace of the
Special Administrative Region of Hong Kong (the “HKSAR”), a member
of the Election Committee of the HKSAR, a convenor of Inner Mongolia
Autonomous Regional Committee (Hong Kong Region) of the Chinese
People’s Political Consultative Conference, the honorary president
of Hong Kong Shine Tak Foundation, the honorary manager of Nan
Tien Institute (Australia) and the founding vice-chairman of Chinese
Academy of Governance (HK) Industrial and Commercial Professionals
Alumni Association. He is also a director of five subsidiaries of the
Company.
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Directors and Senior Management Profiles (continued)

Executive Directors (continued)

Mr. YIP, Kwok Li, aged 60, is an executive Director. Mr. Yip has
more than 27 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 had 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. Yip is also a director of
two subsidiaries of the Company. Mr. Yip is the brother of Dr. Ip Chun
Heng, Wilson, the chairman of the Board, the chief executive officer of
the Company and an executive Director.

Mr. WAN Yim Keung, Daniel, aged 61, is an executive Director and
is mainly responsible for the business development of the Company.
Mr. Wan obtained his bachelor degree in business administration
from The Chinese University of Hong Kong and his master degree in
business administration from the University of Wales. Mr. Wan is a
Certified Public Accountant in Hong Kong, a fellow member of The
Association of Chartered Certified Accountants and also a member of
the Institute of Chartered Accountants in England and Wales. Mr. Wan
has extensive experience in the financial industry with over 24 years in
senior management position. He is currently the chief executive officer
of Haifu. Prior to joining Haifu, he was the managing director and
chief financial officer of Shui On Land Ltd. and the general manager
and group chief financial officer of The Bank of East Asia, Ltd. Both
companies are listed on the Main Board of the Stock Exchange. He is
also a director of two subsidiaries of the Company.

Independent Non-executive Directors

Mr. WONG, Chi Wai, aged 53, is an independent non-executive
Director. He is also the chairman of the audit committee and a member
of the remuneration committee and the nomination committee of the
Company. He currently also serves as an independent non-executive
director for Kin Yat Holdings Limited and Arts Optical International
Holdings Limited and C & D International Investment Group Limited,
all of which are listed on the Main Board of the Stock Exchange.
He is currently the chairman of the audit committee of Arts Optical
International Holdings Limited and C & D International Investment
Group Limited and the chairman of the nomination committee of Kin
Yat Holdings Limited. Mr. Wong was an independent non-executive
director of China Ludao Technology Company Limited, a company
listed on the Main Board of the Stock Exchange, until his resignation
in November 2016. Mr. Wong obtained a bachelor’s degree in social
science from and was awarded a post-graduate certificate in laws
by the University of Hong Kong in 1988 and 1993, respectively. He
has 32 years of experience in the accountancy profession and he is a
practising certified public accountant in Hong Kong and an associate
member of the Institute of Chartered Accountants in England and
Wales. Other than holding private practice qualification in accounting,
he has been admitted as solicitor at the High Court on 9 March 2019
and currently a practicing solicitor in a law firm as a consultant.
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Directors and Senior Management Profiles (continued)

Independent Non-executive Directors (continued)

Dr. CHOW, Ho Ming, aged 58, is an independent non-executive
Director. He is also the chairman of the remuneration committee
and a member of the audit committee of the Company. 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 Hong Kong Baptist
University in 2006. Dr. Chow has been engaged in private practice
for more than 30 years. He is a member of a number of medical
associations. Dr. Chow had been the Honorary Clinical Assistant
Professor/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. Currently, Dr.
Chow is the honorary clinical tutor in Family Medicine at The Chinese
University of Hong Kong, 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 56, is an independent non-executive
Director. He is also the chairman of the nomination committee and a
member of the audit committee of the Company. Mr. Lo graduated
from 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 has 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 also an independent non-executive Director of
China Cloud Copper Company Limited (Stock Code: 33). Mr. Lo had
been the independent non-executive director of Mainland Headwear
Holdings Limited, a company listed on the Main Board of the Stock
Exchange from 2005 to 2014 and Z-Obee Holdings Limited (currently
known as: Alpha Professional Holdings Limited), a company listed on
both the Main Board of the Stock Exchange and Singapore Exchange
Securities Trading Limited from 2010 to 2014.

Senior Management

Mr. CHEUNG, Ka Fai, aged 45, is the chief financial officer of the
Company and is responsible for the overall management of the
financial function of the Group. Mr. Cheung is a Certified Public
Accountant in Hong Kong and a fellow member of the Association of
Chartered Certified Accountants. Mr. Cheung obtained his Bachelor
degree in accountancy from the Hong Kong Polytechnic University
and his Master degree in business administration from the University
of Bradford. Mr. Cheung has more than 22 years’ experience in audit,
finance and business advisory, during which he worked for the Deloitte
Touche Tohmatsu and various listed companies in Hong Kong. Mr.
Cheung is currently an independent non-executive director of Zall
Smart Commerce Group Ltd., which is listed on the Main Board of the
Stock Exchange.
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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, the
Company has complied with the code provisions prescribed in the
Corporate Governance Code (the “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 the code
provision A.2.1 which is explained in the following relevant paragraph.

Code Provision A.2.1

The code provision A.2.1 of the CG Code stipulates that the roles
of the chairman and chief executive officer should be separate and
should not be performed by the same individual. Please refer to the
paragraph under “Chairman and Chief Executive Officer” below.

The Board considered that Dr. Ip Chun Heng, Wilson has in-depth
knowledge and experience in the retails 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.

Directors’ Securities Transactions

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers set out in Appendix 10 to the Listing
Rules (the “Model Code”) as its own code of conduct regarding
securities transactions by the Directors. Having made specific enquiry
of all Directors, the Company confirmed that all Directors have
complied with the required standard set out in the Model Code during
the Year.

Board of Directors
Composition of the Board of Directors

During the Year, the Board comprises eight Directors, of whom five are
executive Directors, namely Dr. Ip Chun Heng, Wilson, Ms. Chung Pui
Wan, Mr. Chen Jianwen, Mr. Yip Kwok Li and Mr. Wan Yim Keung,
Daniel; 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’ biographical details is set out in the “Directors and Senior
Management Profiles” of this report.
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Corporate Governance Report (continued)

Board of Directors (continued)
Composition of the Board of Directors (continued)

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 as Ms. Chung Pui Wan and Mr.
Yip Kwok Li is the spouse and brother of Dr. Ip Chun Heng, Wilson,
the chairman of the Board and the chief executive officer 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.

Chairman and Chief Executive Officer

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 chief executive officer
of the Company.

The Board considered that Dr. Ip Chun Heng, Wilson has in-depth
knowledge and experience in the retail sales and cosmetics market
and is the most appropriate person as the chairman and the chief
executive officer of the Company. 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. The Board is accountable to
Shareholders for the development of the Group with the goal of
maximising long-term shareholders’ value, while balancing broader
stakeholders’ interests.

The Board is also responsible for the leadership and control of the
Company, overseeing the Group’s businesses and evaluating 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.

Annual Report 2019
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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 Rules 3.10(1) and 3.10A of the Listing Rules,
there are three independent non-executive Directors representing
at least 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 that Mr. Wong Chi Wai, Dr. Chow Ho
Ming and Mr. Lo Hang Fong are independent.

Directors’ Appointment, Re-election and Removal

Each of the executive Directors (except Mr. Chen Jianwen and
Mr. Wan Yim Keung, Daniel, who has not entered into a service
contract with the Company) has entered into a service contract with
the Company for an initial term of two years commencing from 1 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
an appointment letter with the Company for a term of one year
commencing from 1 July 2019 to 30 June 2020, 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 (the “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)
Directors’ Training

According to the code provision A.6.5 of the CG Code, all Directors
should participate in a programme of continuous professional
development to develop and refresh their knowledge and skills to
ensure that their contribution to the Board remains informed and
relevant. The Company should be responsible for arranging and
funding training, placing an appropriate emphasis on the roles,
functions and duties of the Directors.

During the Year, all Directors received regular briefings and updates
on the Group’s business, operations, risk management and corporate
governance matters. Materials on new or changes to the legal and
regulatory environments applicable to the Group were provided to the
Directors. The Company had arranged an in-house training in August
2019 to Dr. Ip Chun Heng, Wilson, Ms. Chung Pui Wan, Mr. Chen
Jianwen, Mr. Yip Kwok Li, Mr. Wan Yim Keung, Daniel, Mr. Wong
Chi Wai, Dr. Chow Ho Ming and Mr. Lo Hang Fong. All Directors are
required to provide the Company with his or her training record.

A summary of training received by the Directors for the Year according
to the records provided by the Directors is as follows:

Reading

Training materials

organised by updating on

professional new rules and

organizations regulations

HMEEE

BEME BHFBRAIR

BE=gg Name of Directors SRzl # BBy ARt

HITES Executive Directors

EE=EL Dr. Ip Chun Heng, Wilson v/ v/

EMEL L Ms. Chung Pui Wan v/ v

BRIES Mr. Chen Jianwen v/ v/

R4 Mr. Yip Kwok Li v v

FER & Mr. Wan Yim Keung, Daniel v v
BIAKHTES Independent non-executive Directors

e Mr. Wong Chi Wali v v

AR E Dr. Chow Ho Ming v/ v

BiER A Mr. Lo Hang Fong v v
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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 regularly, and the Board
will also meet on other occasions when a board-level decision on a
particular matter is required. The Directors receive details of agenda
items for decision in advance of each Board meeting. The company
secretary of the Company (the “Company Secretary”) is responsible
for distributing detailed documents to the Directors prior to the Board
meetings to ensure that the Directors are able to make informed
decisions regarding the matters discussed in the Board 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 opinions to the Board 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,
he or she 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 in Board and committee meetings, and through
meeting with key members of the management.

During the Year, four regular Board meetings were held. The
attendance records for the Directors’ meetings are set out below:

BEECHER
HITEE Executive Directors Directors’ Attendance
ER=EHLT Dr. Ip Chun Heng, Wilson 4/4
EMEL L Ms. Chung Pui Wan 4/4
RER i S ST A Mr. Chen Jianwen 4/4
HEEFEE Mr. Yip Kwok Li 4/4
FER S E Mr. Wan Yim Keung, Daniel 4/4
BUIEHTEE Independent Non-executive Directors
EMHE A Mr. Wong Chi Wai 4/4
G B Dr. Chow Ho Ming 4/4
BERKE Mr. Lo Hang Fong 4/4
—E-NEEFER 27
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Corporate Governance Report (continued)

Board of Directors (continued)
General Meeting
During the Year, the Company convened one general meeting, which

was the annual general meeting held on 24 May 2019. The attendance
record is set out below:

BEECHER
BITEE Executive Directors Directors’ Attendance
BER=EHLT Dr. Ip Chun Heng, Wilson 1/1
BmEL LT Ms. Chung Pui Wan 1/1
RR i S 5E A Mr. Chen Jianwen 1/1
BRI S A4 Mr. Yip Kwok Li 1/1
FER & Mr. Wan Yim Keung, Daniel 1/1
BUHBITEE Independent Non-executive Directors
e Mr. Wong Chi Wai 1/1
G Dr. Chow Ho Ming 1/1
BlEREE Mr. Lo Hang Fong 1/1
EEeZEY Board Committees
BEREEE Audit Committee

ARNRERZZEE=ZF A +LHKIE
“ZEBg([BZ%REEg]) HEABES
ETBREEERTRIZIER - BAl - &
REZEENEBRE= %ﬁi#iﬂﬁ%%ﬁ%
Wi A - FVERRE BEREE - &
MZE%EEE%jf?;/\EIr BZEEg
BN - BT IE kA EBEE ?
2B ° Kﬁlﬂﬁifzi“<§T?£
MG mkEmRERZZEeEMRBAR
BN M EREE afﬁﬁ%i‘%ﬁﬁ%ﬁ °
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The Company established an audit committee (the “Audit Committee”)
on 17 June 2003 with written terms of reference no less exacting
terms than the CG Code. At present, members of the Audit Committee
comprise three independent non-executive directors, namely Mr. Wong
Chi Wai, Dr. Chow Ho Ming and Mr. Lo Hang Fong. Mr. Wong Chi
Wai is the chairman of the Audit Committee. The Audit Committee has
reviewed the effectiveness of both external audit and risk management
and internal control systems. The audited consolidated financial
statements of the Group for the Year have been reviewed by the Audit
Committee and audited by the independent auditor of the Company,
RSM Hong Kong.

Annual Report 2019
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Corporate Governance Report (continued)

Board Committees (continued)
Audit Committee (continued)

The Audit Committee acts as an important link between the Board
and the Company’s auditor 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 external audit, risk management and internal
control systems of the Group, 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 consolidated
financial statements of the Group for the Year. The Audit Committee
meets regularly with the management and the external auditor to
discuss the risk management and internal control systems, financial
reporting system, the accounting principles and practices adopted
by the Group. During the Year, four meetings were held to review,
among others, the audited consolidated financial statements of the
Group for the year ended 31 December 2018 and the unaudited
condensed consolidated financial statements of the Group for the
six months ended 30 June 2019 with the recommendations to the
Board for approval; and has reviewed the accounting principles and
policies adopted by the Group and its systems of risk management
and internal control. The attendance records for the Audit Committee
meetings are set out below:

REZHER
ERZEEERS Members of the Audit Committee Members’ Attendance
=ML E Mr. Wong Chi Wai 4/4
JEVERRE Dr. Chow Ho Ming 4/4
BERLE Mr. Lo Hang Fong 4/4
FMEESE Remuneration Committee

ARARER-_ZEZTAFNATRNAKILE
MzEe(IHFMEZES]) HEmMBE
BENENERERT RN - HFHE
EEgERREBTNTETASAEEEL
HAEA METESZFMAESS
RE{EEER - HEFWEZEEREANS
HEFTEARGME - HTHEZBEHERER
BRAXNZHM  EFERZEHERE
£ ANEBEMBL 2B RGEE R EDR
FRERIFMERE -

—B-hEEH

The Company established a remuneration committee (the
“Remuneration Committee”) on 16 September 2005 with written
terms of reference no less exacting terms than the CG Code.
The Remuneration Committee has the delegated responsibility to
determine the remuneration packages of executive Directors and
senior management and makes recommendations to the Board on the
remuneration of non-executive Directors. No member of Remuneration
Committee 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.
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Corporate Governance Report (continued)

Board Committees (continued)

Remuneration Committee (continued)

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 of the Board, the chief
executive officer of the Company and the executive Director, namely
Dr. Ip Chun Heng, Wilson. Dr. Chow Ho Ming is the chairman of the
Remuneration Committee. During the Year, two meetings were held
to review the remuneration packages of all the Directors and the
senior management. The attendance records for the Remuneration
Committee meetings are set out below:

REZHER
FHWESERKS Members of the Remuneration Committee Members’ Attendance
G Dr. Chow Ho Ming 2/2
e Dr. Ip Chun Heng, Wilson 2/2
| ST E Mr. Wong Chi Wai 2/2
REZEEE Nomination Committee

ARBER_FTRFNAATNBEKILE
#ZBEe([RREBg])  HEZMBIESR
BETEREREATAZIER - RREE
SRERBREAZER XHERLEE
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The Company established a nomination committee (the “Nomination
Committee”) on 16 September 2005 with written 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 the Directors, making
recommendations to the Board on such appointments and assessing
the independence of the independent non-executive Directors.

The Nomination Committee adopted the board diversity policy on 22
August 2013. The Company recognises and embraces the benefits
of having a diverse Board to enhance the quality of its performance.
Selection of candidates will be based on a range of diversity
perspectives, including but not limited to gender, age, cultural and
educational background, ethnicity, professional experience, skills,
knowledge and length of service. The ultimate decision will be based
on merit and contribution that the selected candidates will bring to the
Board.
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Corporate Governance Report (continued)

Board Committees (continued)
Nomination Committee (continued)
Nomination Policy

The Board has adopted the nomination policy (the “Nomination
Policy”) on 14 December 2018 which sets out the nomination criteria
and procedures for the Company to select candidate(s) for possible
inclusion in the Board. The Nomination Policy could assist the
Company to achieve board diversity in the Company and enhance the
effectiveness of the Board and its corporate governance standard.

When assessing the suitability of a candidate, factors such as the
qualifications, skKills, integrity and experience will be taken into
consideration as a whole. In the case of independent non-executive
Directors, they must further satisfy the independence criteria set out
within Rule 3.13 of the Listing Rules. Since the selection of candidates
should ensure that diversity remains a central feature of the Board, a
range of diverse perspectives, including but not limited to gender, age,
cultural and educational background, or professional experience would
be considered.

The process to identify potential candidates for the Board would be as
follows:

(1) identifying potential candidates, including recommendations
from the Board members, professional search firms and the
shareholders of the Company;

(2) evaluating the candidates based on the approved selection
criteria through methods such as reviewing the resume and
conducting the background checks;

(8) reviewing the profiles of the shortlisted candidates and interview
them; and

(4) making recommendations to the Board on the selected
candidates.

The Nomination Policy also includes the Board succession plan
to assess whether vacancies on the Board would be created or
expected due to the Directors’ resignation, retirement, death and other
circumstances and to identify candidates in advance if necessary. The
Nomination Policy will be reviewed on a regular basis.
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Corporate Governance Report (continued)

Board Committees (continued)

Nomination Committee (continued)

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 of the Board, the chief
executive officer of the Company and the executive Director, namely
Dr. Ip Chun Heng, Wilson. Mr. Lo Hang Fong is the chairman of the
Nomination Committee. During the Year, two meetings were held to
review the structure, size and composition of the Board, assess the
independence of independent non-executive Directors, and make
recommendations to the Board relating to the renewal services of
independent non-executive Directors. The attendance records for the
Nomination Committee meetings are set out below:

REZHER
BEZEEERS Members of the Nomination Committee Members’ Attendance
BiER A Mr. Lo Hang Fong 2/2
S A Dr. Ip Chun Heng, Wilson 2/2
A ST A Mr. Wong Chi Wai 2/2
EERMAE Corporate Governance Functions
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The terms of reference on corporate governance functions was
adopted by the Board on 28 March 2012. The Board is responsible for
performing the following corporate governance duties with its written
terms of reference:

(@) to develop and review the Company’s policies and practices on
corporate governance and make recommendations;

(b) to review and monitor the training and continuous professional
development of the Directors and senior management;

(c) to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

(d) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and the
Directors; and

(e) to review the Company’s compliance with the “Corporate
Governance Code and Corporate Governance Report” as set
out in Appendix 14 to the Listing Rules and disclosure in this
Corporate Governance Report.

During the Year, the Board performed the above mentioned duties
accordingly.

Annual Report 2019



ERERRE(E)

LEREISEA |

EERMBBRRUBRB2EE

AEBARFEZHEEVBRROCAEZER
BEeEl EFMERERNRERE Lot
ARBZEE RARFRRZYE B
Wik 2EFEZEE - EFLAFEBEA
REHARBRBELERNBERENRRZ
EMABEREB 2 EAERTRERRE

BB e &

BRXGTAIEHAMERRERIRERF X
SLEBEAEARDRZEE - FA - BLESR
ECHMEB 2 ZBRBEMFEEE E
1,100,000/ 7T R S48 R X S TR S 15 P A
REEZERB(BERBEE AR EX
{499,300/ 7T °

DERE

NEMEREREEZSENE ULESF
SREERRLERE ZHHER - BR
FHRAIE3 2006 REMEBES KL
REAEEXZ IR T RENEWEREE
ES il

% SRAER
BHRRIGFIAE

RIBEIZMAF6415% - M — sk A ER
E2EBXRARFAETIORARB BB
(BERARABRRAG LERER)tHZ
—HBRRNEAREEREBAARRFE
ZEYNERHERER  BREZEH
FRRARIAE - NEEBBERPIENA
MEM SR B ASRNE 2% B5KiE
MEAARTT - WEZ2R -+ —BR - &
EZeREARZAS MIR2ERALH
BENBEST LR MEZ2ERA
THEFERBARAKEMELNMERH
XEBRARRRABRKALIELEN -

—B-hEEH

Corporate Governance Report (continued)

Accountability and Audit

Directors’ Responsibility for the Financial Statements and
Financial Reporting

The Group’s consolidated financial statements for the Year 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 Group’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.

Auditor’s Remuneration

RSM Hong Kong has been appointed as the auditor of the Company
by Shareholders at the AGM. During the Year, an amount of totaling
HK$1,100,000 was payable to RSM Hong Kong for their audit services
and an amount of HK$99,300 was paid to RSM Hong Kong for
providing non-audit services, including taxation compliance services.

Company Secretary

The Company Secretary is responsible for facilitating the Board
process, as well as communications among Board members, with
Shareholders and management. According to rule 3.29 of the Listing
Rules, the Company Secretary, Ms. Cheng Wai Kam, Kennex has
taken not less than 15 hours of relevant professional training for the
Year.

Shareholders’ right
Convening an extraordinary general meeting

Pursuant to article 64 of the Articles of Association, any one or more
Shareholders holding at the date of deposit of the requisition not
less than one-tenth of the paid up capital of the Company having the
right of voting at general meetings of the Company shall at all times
have the right, by written requisition to the Board or the secretary
of the Company, to require an extraordinary general meeting to be
called by the Board for the transaction of any business specified in
such requisition; and such meeting shall be held within two months
after the deposit of such requisition. If within twenty-one days of
such deposit the Board fails to proceed to convene such meeting the
requisitionist(s) himself (themselves) may do so in the same manner,
and all reasonable expenses incurred by the requisitionist(s) as a result
of the failure of the Board shall be reimbursed to the requisitionist(s) by
the Company.
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Corporate Governance Report (continued)

Accountability and Audit (continued)
Shareholders’ right (continued)
Putting enquiries to the Board

To ensure effective communication between the Board and
the Shareholders, the Company has adopted a shareholders’
communication policy (the “Policy”) on 28 March 2012. Under the
Policy, the Company’s information shall be communicated to the
Shareholders mainly through general meetings, including annual
general meetings, the Company’s financial reports (interim reports and
annual reports), and its corporate communications and other corporate
publications on the Company’s website and the Stock Exchange’s
website.

Shareholders may at any time make a request for the Company’s
information to the extent such information is publicly available. Any
such questions shall be first directed to the Company Secretary at the
Company’s head office and principal place of business in Hong Kong
or the Company’s Hong Kong branch share registrar and transfer
office, Union Registrars Limited, at Suites 3301-04, 33/F., Two
Chinachem Exchange Square, 338 King’s Road, North Point, Hong
Kong.

Putting forward proposals at Shareholders’ meeting

The number of Shareholders necessary for a requisition for putting
forward a proposal at a Shareholders’ meeting shall be any number
of Shareholders representing not less than one-tenth of the paid up
capital of the Company carrying the right of voting at general meetings
at the date of the requisition.

A copy or copies of requisition signed by all requisitionists shall be
deposited, with a sum reasonably sufficient to meet the Company’s
expenses in giving notice of the proposed resolution(s) or circulating
any necessary statement, at the Company’s head office and principal
place of business in Hong Kong in the case of:

() a requisition requiring notice of a resolution, not less than six
weeks before the meeting; and

(i) any other requisition, not less than one week before the meeting.

Shareholders may put forward proposals at general meetings by
sending the written requisition to the Company’s head office and
principal place of business in Hong Kong. The Company will verify the
requisition and upon confirming that the requisition is proper and in
order, the Board will proceed with necessary procedures.

Annual Report 2019
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BONJOUR

Corporate Governance Report (continued)

Investor and Shareholder Relations

The Board recognises the importance of maintaining clear, timely and
effective communication with Shareholders and investors. Accordingly,
the Board and the Group’s senior management maintains close
communications with investors, analysts, fund managers and the
media by various channels including roadshows, individual interviews
and meetings. The Group specifically assigns Mr. Cheung Ka Fai, the
chief financial officer of the Company, 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 of the
Company directly.

During the Year, there were no changes in the Articles of Association.
Dividend Policy

The Board has adopted the dividend policy (the “Dividend Policy”)
on 14 December 2018 which sets out the appropriate procedure on
declaring and recommending the dividend payment of the Company.
The Company takes priority to distributing dividends in cash and
shares its profits with the shareholders of the Company. The dividend
distribution decision of the Company will depend on, among others,
the financial results, the current and future operations, liquidity and
capital requirements, financial condition and other factors as the Board
may deem relevant. The Board may also declare special dividends
from time to time. The Dividend Policy will be reviewed on a regular
basis.

Risk Management and Internal Control

The Board has overall responsibility for evaluating and determining
the nature and extent of the risks it is willing to take in achieving
the Group’s strategic objectives, and maintaining appropriate and
effective risk management and internal control systems for the Group.
The systems are designed to manage the risk of failure to achieve
business objectives, and can only provide reasonable and not absolute
assurance against material misstatement or loss.

The Board has overseen the Company’s risk management and internal
control systems on an ongoing basis. A review of the effectiveness
of the Company’s and its subsidiaries risk management and internal
control systems has been conducted annually and the systems are
considered to be effective and adequate. The Company has engaged
external professional firm to carry out the analysis and independent
appraisal of the adequacy and effectiveness of the systems, and has
procedures in place to keep information confidential and manage
actual or potential conflicts of interest. Stringent internal structures
have been designed to prevent the misuse of inside information and
avoid conflicts of interest.

During the Year, the Board complied with the code provisions on risk
management and internal control as set out in the CG Code.
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Corporate Governance Report (continued)

Risk Management and Internal Control (continued)

During the Year, the Board, through the Audit Committee, conducted
a review on both design and implementation effectiveness of the risk
management and internal control systems of the Group, covering
all material controls, including financial, operational and compliance
controls, with a view to ensuring that resources, staff qualifications
and experience, training programmes and budget of the Group’s
accounting, internal audit and financial reporting functions are
adequate. In this respect, the Audit Committee communicates any
material issues to the Board.

During the Year, the Group appointed Corporate Governance
Professionals Limited (“CGPL”) to:

e  assist in identifying and assessing the risks of the Group through
a series of workshops and interviews; and

° independently perform internal control review and assess
effectiveness of the Group’s risk management and internal control
systems.

The results of the independent review and assessment were reported
to the Audit Committee and the Board. Moreover, improvements in
internal control and risk management measures as recommended by
CGPL to enhance the risk management and internal control systems of
the Group and mitigate risks of the Group were adopted by the Board.
Based on the findings and recommendations of CGPL as well as the
comments of the Audit Committee, the Board considered the internal
control and risk management systems effective and adequate.

Our Enterprise Risk Management Framework

The Group has established its enterprise risk management framework
in 2016. While the Board has the overall responsibility to ensure that
sound and effective internal controls are maintained, management is
responsible for designing and implementing an internal control system
to manage all kinds of risks faced by the Group.

Through the risk identification and assessment processes, risks
are identified, assessed, prioritized and allocated treatments. Our
risk management framework follows the COSO Enterprise Risk
Management — Integrated Framework, which allows the Board and
management to manage the risks of the Group effectively. The Board
receives regular reports through the Audit Committee that oversights
risk management and internal audit functions.
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Corporate Governance Report (continued)

Principal Risks

During the Year, the following principal risks faced by the Group were
identified and classified into strategic risks, operational risks, financial
risks and compliance risks.

Strategic Risks

Change in political and economic landscape, competitor landscape;
corporate strategy misalignment, reputation risk and risk of failure to
meet consumer’s expectation

Operational Risks

Risk of product liabilities, risk of poor customer services, risk of
technological breakdown, risk of purchasing/selling counterfeit
products and shoplifting risk and insufficient insurance for employee
compensation

Financial Risks

Liquidity risk, interest rate risk, foreign exchange risk and inflation risk

Compliance Risks

Risk of breach of labelling requirement, licensing requirement and risk
of change of rules and regulations in Hong Kong, Macau & PRC

Our Risk Control Mechanism

The management of the Company has established a set of
comprehensive policies, standards and procedures in areas of
operational, financial risk controls for safeguarding assets against
unauthorized use or disposition, for maintaining proper accounting
records, and for ensuring the reliability of financial information to
achieve a satisfactory level of assurance against the likelihood of the
occurrence of fraud and errors.
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Corporate Governance Report (continued)

Our Risk Control Mechanism (continued)

The Group maintains a risk register to keep track of all identified
major risks of the Group. The risk register provides the Board, the
Audit Committee, and management with a profile of its major risks
and records of management’s action taken to mitigate the relevant
risks. Each risk is evaluated at least annually based on its likelihood of
occurrence and potential impact upon the Group. The risk register is
updated by management as the risk owners with addition of new risks
and/or removal of existing risks, if applicable, at least annually, after
the annual risk evaluation has been performed. This review process
can ensure that the Group proactively manages the risks faced by it in
the sense that all risk owners have access to the risk register and are
aware of and alert to those risks in their area of responsibility so that
they can take follow-up action in an efficient manner.

Our risk management activities are performed by management on an
ongoing process. The effectiveness of our risk management framework
will be evaluated at least annually, and periodic management meeting
is held to update the progress of risk monitoring efforts. Management
is committed to ensure that risk management forms part of the daily
business operation processes in order to align risk management with
corporate goals in an effective manner.

The Company will continue to engage external independent
professionals to review the Group’s system of internal controls and risk
management annually and further enhance the Group’s internal control
and risk management systems as appropriate.

There is currently no internal audit function within the Group. The
Directors have reviewed the need for an internal audit function and
are of the view that in light of the size, nature and complexity of the
business of the Group, it would be more cost effective to appoint
external independent professionals to perform internal audit function
for the Group in order to meet its needs. Nevertheless, the Directors
will continue to review at least annually the need for an internal audit
function.
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BONJOUR

Environmental, Social and Governance Report

This report delivers Bonjour’s significant environmental, social
and governance (“ESG”) performances from 1 January 2019 to
31 December 2019 (the “Reporting Year”) as well as its long-term
commitment to ESG. In the Reporting Year, Bonjour mainly focused
on its operation in Hong Kong, Macau and the People’s Republic of
China (“the PRC”). This report describes Bonjour’s progress in its way
towards creating sustainable values for its shareholders and other
stakeholders.

This report contains information for stakeholders to understand the
Group’s ESG practices and ESG performance in its daily operations in
Hong Kong, Macau and the PRC.

In addition to internal factors such as organizational values, strategy
and core competency that contribute to sustainable development,
the Group has communicated with internal and external stakeholders
for the significant ESG issues concerned and considered the ESG
challenges reported by outsiders such as regulators, social watchdogs
and competitors to decide and prioritize the topics within this report.
The ESG issues have or may have a significant impact on:

e the Hong Kong, Macau and the PRC’s beauty product business;

° the global beauty and cosmetics market;

° the current or future environment or society in which we operate;

e our financial performance or operations; and/or
e our stakeholders’ assessments, decisions and actions.

This report has been prepared in accordance with the “Environmental,
Social and Governance Reporting Guide” in Appendix 27 to the Rules
Governing the Listing of Securities (the “Listing Rules”) on the Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). Financial
data was extracted from or calculated based on Bonjour’s audited
annual financial statements for the year ended 31 December 2019.

39



BONJOUR

RE - #HERERRE(E)

AR RIB

ERREMNEPREKEED REERH
EmkRE  ARRRRREEERED
ER - RZT—NF+ZA=+—H &£
HWIABBRBEE - £FE  BPARFER
#5 BI#EH33MH - SERIETEIE -

BMOEF—BESRAZRRZREMEER
m%ﬁ%;°%ﬁinﬁﬂA$%lt
MEERE - FERSRERBOBERINT
ﬂm&m%?ﬁ

RIBEFE - BEHRBEEEERER
MEKEHREF -

EBEA1 - MY

B E B IR R I AR D 2752 1B /AR
R -

HHY

BB RRERER SR RRAERE
R e B ZERSEM R B EREL
Y- ALY EARABENT  TBE
FRABERERMESE -

AW BRTEITR AR AR TEIEFER
FEMWBIRBERRS - AEBEFERE
EENZERSAMBREDREAT T
TR AREER -

Environmental, Social and Governance Report (continued)

Section A: Environmental

Bonjour aims at providing the best beauty and life-style products
and services to its customers, while contributing to environmental
protection and community development. Headquartered in Hong
Kong, as at 31 December 2019, Bonjour owns 33 retail stores in Hong
Kong, 3 in Macau and 1 in the Mainland China.

As one of our guiding principles, we strive to minimize the
environmental impacts from our operations. The culture of
environmental protection is widely adopted throughout every retail
store of the Group. Policies to continually improving our environmental
performance have been formulated and updated regularly.

For the Reporting Year, there was no material non-compliance issue
with relevant laws and regulations related to the environment.

Aspect A1: Emissions

We have implemented eco-friendly measures to reduce carbon
footprint in our business operations.

Emissions

The emission data discloses both the emissions of air pollutants and
greenhouse gases. Our emissions of air pollutants, which include
nitrogen oxides (“NO,”), Sulphur oxides (“SO,”) and respiratory
suspended particles (“RSP”), are mainly generated by the usage of
motor vehicles for transportation of our products.

However, due to the limitation in data collection for the kilometers
travelled by the vehicles, as well as the units of fuel consumed by the
vehicles, the Group’s air emission generated by the usage of motor
vehicles was estimated by its daily vehicle travelling routes!.

1 By estimating the travelling distance based on the daily vehicle travelling routes. And estimate the units of fuel consumed by the
vehicles based the travelling distance data, using the “Transport — Energy Utilization Index” issued by Electrical and Mechanical
Services Department at https://ecib.emsd.gov.hk/index.php/en/energy-util-isation-index-en/trans-port-sector-en.
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BONJOUR

Environmental, Social and Governance Report (continued)

We had recorded a total of 68,439 grams of air emissions generated
by our usage of motor vehicles, including approximately 62,217
grams of NO,, 54 grams of SO, and 6,168 grams of RSP. Due to the
effective control of the logistic planning and decrease of total shop
number during financial year 2019, there was an approximately 9%
decrease in the total air emission data compared to financial year
2018. Nonetheless, our drivers had planned the transportation route
beforehand so as to reduce the travelling cost and, thus, the carbon
emissions. We will continue to strategize environmentally-friendly
policies to alleviate environmental impact.

The greenhouse gas emissions by the Group are mainly released
from fossil fuel consumption, electricity consumption?, electricity used
for fresh water® and sewage processing4, and also methane gas
generation at landfill in Hong Kong due to disposal of paper waste. Our
operations produced approximately 3,753 tonnes of carbon dioxide
equivalent emissions during the Reporting Year, which approximately
98% was contributed from our electricity consumption. Our energy-
saving and environmental sustainability initiatives pay off in curbing our
total greenhouse emission by 8.9% compared with the financial year
2018. In the years to come, we will continue to explore strategies to
support environmental conservation in innovative ways.

Waste Management

As we are principally engaged in sales of beauty and health-care
products, there was no hazardous waste, which includes but not
limited to chemical wastes, clinical wastes and hazardous chemicals,
produced by the Group during the Reporting Year.

2 The carbon emission of China Light and Power (“CLP”) was 0.51 kg CO.,e/ kWh; the carbon emission of Hong Kong Electric
was 0.80 kg CO,e/ kWh; and the carbon emission in Macau and Guangzhou were taken as 0.838 kg CO,e/ kWh and 0.554
kg CO,e/ kWh respectively for the year 2018. As until the issuance date, the emission factors for the year 2019 have not yet
been issued by the electricity companies, the 2018 emission factors were taken as the estimation of the 2018 factors.

—N\EFHESE

2 E\_7

NEIMAREM T NFFENFREE -

(MhE DMBBERE RS TRRK0S1 TR —A(LikE
; FARORPI R R IIE’JER?JFE&E/‘ElZ%t:FEMOSSS-T—ﬁ %{tﬁﬁ%&l?ﬁﬁﬂ%ﬂt:% SfmES -

DBEOIBERE /T T REF0.80F = Z &1k U\EE.
BEEFTAR
—N\FHHFRAREER =T — \FREMMHE

8 For fresh water processing, according to the 2017/18 Annual Report of Water Supplies Department, its unit electricity
consumption was 0.577 kWh/m3. Moreover, the emission per unit water supplied was disclosed as 0.25 kg CO.e/ m3 by
the Macao Water in 2018. As until the issuance date, there has been no updated data provided yet, the unit electricity
consumption in 2017/18 was taken as a reasonable estimation for the data in 2018 and 2019. And due to the limitation in
obtaining such information of Guangzhou, the emissions due to the Group’s operations in the PRC was calculated using

Hong Kong relevant factors.
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4 For sewage processing, as shown on the webpage of Drainage Services Department, its unit electricity consumption was 0.28
kWh/m3 for the year 2018/19. As until the issuance date, there has been no updated data provided yet, the unit electricity
consumption in 2018/19 was taken as a reasonable estimation for the data in 2019. And due to the limitation in obtaining
such information of Guangzhou and Macau, the emissions due to the Group’s operations in the PRC and Macau were

calculated using Hong Kong relevant factors.
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Environmental, Social and Governance Report (continued)

With decreasing availability of suitable land for landfills and increasing
environmental impacts of waste disposal, reducing the burden of
our daily operations on landfills becomes one of the objectives of the
Group.

The waste produced by the Group is mainly the paper waste, which
included the thermal paper rolls used in the cash register, and the
printing paper used in the office. The paper usage in the Reporting
Year was approximately 11,758 kg, which was increased by
approximately 14% when compared with financial year 2018.

To cope with the increased usage of paper-products, we have
implemented the following measures. At retail stores, we replaced
our POS system, so to reduce the size of paper used for all internal
used invoices. In office, we encouraged double-sided printing, and
single-side-printed paper was collected for re-use purpose. To push
environmental protection further, we engaged an external recycler to
help recycle our paper waste. During the Reporting Year, the paper
waste recycled was approximately 8,500 kg, which represents an
increase by 10% or 775 kg when comparing to financial year 2018.

Aside from implementing green initiatives on business operation
related activities, we also aim at integrating environmental-friendly
elements into employees’ daily lives. Reusable tableware provided in
the pantry to reduce wastage of discarded cardboard food containers
and tableware.

Aspect A2: Use of Resources

Green and low-carbon is the only way to sustainable development
of our society. The Group has been committed to becoming a
resource-saving and environment-friendly enterprise through actively
strengthening energy-saving capacity.

Electricity Consumption®

The total electricity consumption for the Reporting Year was
approximately 6,607 MWh, which decreased by approximately 8.2%
when comparing with financial year 2018. Our electricity consumption
intensity, which was presented as electricity consumption by our retail
stores per square feet of our retail store area, was approximately 64
kWh per ft2, which was slightly decrease when compared with financial
year 2018. we believe that our consistent efforts had successfully
maintain the electricity consumption at a stable level.

The main reason for the electricity consumption drops down, especially
the drop down in the electricity consumption of retail stores (please
refer to the below table), was because our shops were force to
temporarily suspended for business during the course of social events
in Hong Kong in the second half of financial year 2019.

5 Due to the limitation of complexity, for some period in which some retail stores could not provide the relevant electricity bills,
estimation of electricity usage had been made based on its average electricity usage during the year.

s RMMEREMR - MoTEENED BREARGERMAREERRE - HAEEBNMA NEREFATHRESR -

42

Annual Report 2019



RE - #HERERREE)

RBEFE  BHFANEBZTEE - BFT
EE PETEERRREDIERER
£68% 8% ~ 2% K22% °

AEBCHIEEETER  BETRE
- BERERUERSMER  HILED
ERAB-RERFENES - RABH
FEEEASERAERTRALREEE
MREE - RASEENRKBFEENR

k&

BRI ERRE A 70% 27K » BERIREKE
E#8% 2 RK » A BEZ FAM B ER A
Y o REBHAMNEL ERIKER -

HARBPINEBLBEBANERK - RADER
NP RK - RARBEFENAKEL
R12351FHAK - |- — \BMEFER
L #I26% © MKBRETIREEENRKE
BATEEREEFE  RBEFERE
FITROABIZIT K » AKBRER E—BIK
FEBMDRL23% - HAEEKEER
FRR-_ZE-NMBRFETH+FOHES
1o

BEYF

AEEFANBROHEZEEDRY
B RIS FEMEERRPIFEA527,000
BEYE B E—FRFERLH32%
FEHR TN BFETF:FHESR
HERTEEHRERD RIEE TR -

EHAS : RERXRER

AEBRR/EXRBERTENRESNRE -
P Latfa & s 3P 5 RIS RO -
REMEET - BREHER BEFETH
FOEBTEAUER  TRREREZHBM
THRERRNER - BHMSBRES HREY
RIBERNTNZE -

—B-hEEH

BONJOUR

Environmental, Social and Governance Report (continued)

During the Reporting Year, our Hong Kong retail stores, Macau retail
stores, PRC retail store and office have contributed to approximately
68%, 8%, 2% and 22% of our total electricity consumption
respectively.

The Group has put energy conservation practices in place, and
continued to upgrade the hardware into more energy efficient options,
such as LED lighting and appliances with grade 1 energy label. We are
committed to monitoring consistently on the electricity consumption of
our office and retail stores in different regions. And we would continue
to strive for reducing our electricity consumption in the coming years.

Water Consumption

Although about 70% of the Earth’s surface is water, only around 3%
of the total global water is freshwater, which can support all the living
species in the world. The precious water resources are what the
Group aims to save.

Although our business is not water intensive, we are still committed
to reducing our water consumption. Our water consumption was
approximately 12,351 ms3 during the Reporting Year, which was
dropped by approximately 26% when compared with financial year
2018. Our water consumption intensity, which was calculated as
our water consumption in the retail stores divided by the total retail
store area, was 0.13 m3 per ft2 during the Reporting Year. The water
consumption intensity has reduced by around 23% compared to the
last financial year, same as the drops down in electricity consumption,
it was due to the course of social events in the second half of financial
year 2019.

Packaging Materials

The packaging materials used by the Group are mainly the bagging
materials. 527,000 bags were used in our operation during the
Reporting Year, which has decreased by approximately 32% when
comparing with last financial year, mainly due to the decrease number
of retail stores and the sales drop down in the second half of financial
year 2019 due to the course of social events.

Aspect A3: The Environmental and Natural Resources

The Group believes that corporate development should not come at
the expense of the environment. All the above measures contributed to
the success we achieved today. Growing business without depleting
natural resources can only be sustained when all parties, including
suppliers, customers, and different stakeholders, work hand in hand
towards the goal. We would continue to work harder reducing our
adverse impact on the environment.
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Environmental, Social and Governance Report (continued)

Section B: Social
Aspect B1: Employment
Workplace

Our success lies in the devotion of our talented and passionate
professional teams. Our inclusive culture has shaped our Group as
a second home for all employees. It all comes down to the happy
working environment, competitive package and fringe benefits, which
these helps to retain and attract our employees. Our employee benefits
include but not limited to medical insurance, employee insurance, staff
discount, etc. We also abide with the Labour Department and bought
insurance that covers all employees.

Employees are eligible for promotion upon satisfactory performance.
All the effort adds up to the healthy monthly average turnover rate of
4.3% amid the high turnover trend in the retailing industry. Through
the systematic management approach, we successfully kept the
turnover rate of middle management level at 0.4% while that of top
management at 0.2% for the Reporting Year. Thus, we can preserve
the hierarchy structure and the core values of the Group.

Employee Facilities

Family responsibilities are much respected and so we hope to create
the most family-friendly working environment that female employees
can enjoy. Parents are welcomed to take maternity leaves and
paternity leaves to take care of the new born babies. Indeed, we built
a nursery room in the office to allow privacy for breastfeeding mothers.

We advocate the idea of healthy workforce, so we opened staff
canteen to provide a comfy environment for employees to enjoy meal
together.

We believe that having fun is one of the most important benefits in
our Group. By launching a series of team building events and social
gathering events, such as Christmas Party, Annual Dinner, we aim
to help employees to achieve work life balance and to establish the
employees’ sense of belonging to the Group.

Annual Report 2019
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BONJOUR

Environmental, Social and Governance Report (continued)

Employee Indicators

As at 31 December 2019, there was a total number of approximately
700 staff employed by the Group in Hong Kong, Macau and PRC, in
which, most of the employees based in Hong Kong. Promoting non-
discrimination in the workplace is of the utmost importance, so the
only considerations of hiring are based on the ground of capability and
integrity. Female employees comprise of 80% of our total workforce as
at 31 December 2019. Guided by the non-discrimination principle, we
offer same opportunities to all employees regardless of their age.

Employees who work for the Group for 3 years or above account
for 61% of the total employee, which it indicates that most of the
employees are loyal to the Group. In the near future, we will step
up the efforts to enhance employee engagement, so as to retain
quality employees and to reduce the cost with respect to recruitment,
onboarding and training.

Aspect B2: Health and Safety

A detailed escape route and layout of the office were posted in the
noticeable area to prepare employees for the emergency. Our office
is also well equipped with adequate fire-fighting equipment in case
of fire. The Group also conducts regular fire inspection to prevent
blockage of escape route and ensures equipment in perfect condition.
All the above facilities and measures are in place to mitigate the risk of
hazardous disaster.

Employees may sometimes have to lift up heavy products, in which
accidents might occur. In light of that, supervisors give tips on how
to lift products in the most appropriate gesture. Besides, the Group
ensures the workplace is free from dangerous condition, such as
removing spilled liquids and debris.

In case of emergency, employees can use the first aid box in pantry
for immediate and temporary medical assistance.

During the Reporting Year, there were 6 reported cases of work
injuries with 165.5 labor hours lost, which represents a significant
decrease by approximately 81% when comparing to financial year
2018. We will continue to strive for a healthy and safe workplace for
our staff.
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Environmental, Social and Governance Report (continued)

Aspect B3: Development and Training

A structured training and development approach have been
established to ensure that employees have received consistent training
so as to equip them with the skills required at work. All employees
receive on-job training in the first 3 day of work, and a briefing session
for around 15 minutes before commencement of work every day.
Especially in the retailing industry, customers rely heavily on the advice
given by our beauty advisors to pick the product. As such, the training
encompasses a wide spectrum of topics, namely product knowledge,
professional skincare and makeup knowledge, communication skills, to
ensure all new joiners are able to deliver excellent customer services.

We cordially invite customers to give comment on our customer
service. Working on the information and comment gathered, we
specifically integrate these comments and elements into the daily
briefing session.

Aspect B4: Labour Standards

We fully comply with labour laws and relevant legislations that prohibits
child labour and forced labour. Before joining our Group, candidates
are required to present their identification documents to prove that
they have already reached the legal working age. Forced labour are
also prohibited in our Group and in the factory. Not only we abide with
the regulations, we also monitor our suppliers to ensure that no cases
of child labour or forced labour occurred.

Aspect B5: Supply Chain Management

Despite monitoring internal organizational structure, the Group also
extend its human rights commitment to its supply chain.

At Bonjour, customer service and product quality are at the heart of
our mission. Not only do we work with brands that help people feel
safe and good, we also expand the product portfolio constantly to
enable our customers to pick the product that best suit their needs.

We cooperate with worldwide premium suppliers from all over the
world, e.g. Korea, Japan, Australia, United States and China. During
the supplier selection process, we have set a high standard and
several assessment criteria, in terms of reliability, product safety,
product quality and compliance with the social and environmental
standards. Most of the suppliers have already obtained ISO certificate,
which depicts that the suppliers have fulfilled the internationally
recognized standard. It is worthy to note that all of our suppliers are
refrained from animal testing.

Annual Report 2019
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BONJOUR

Environmental, Social and Governance Report (continued)

QOur purchase department strictly monitors the performance
of suppliers and conducts assessment annually based on the
abovementioned assessment criteria. Underperforming suppliers
will be excluded in our approved vendor list instantly. The manager
will regularly visit suppliers’ factories to inspect and detect any
misconducts.

Aspect B6: Product Responsibility

All our products comply with the requirements stipulated in the relevant
laws in Hong Kong, such as Consumer Goods Safety Ordinance (Cap.
456), Food and Drugs (Composition and Labelling) Regulations (Cap.
132W), etc. All defects will be discarded or sent back to suppliers. We
regularly review and update our quality control standards to comply
with the latest laws and regulations.

Before the launch of product, we conduct lab test to check its
ingredients to ensure that it is safe for every customer. We detect
potential allergic reaction and clearly stick the warning label to alert
the customers. Furthermore, we strongly forbid pirated goods and
counterfeits goods to serve the best interests of customers. We are
glad to announce that, same as financial year 2018, there was no
major dispute regarding product quality during financial year 2019.

Compliant Channel

We pledge to provide efficient and excellent services to maximize
customers value. Customer opinions and feedback help us strive
service excellency and drive our continuous improvement. Customers
can feel free to express their opinion through various channels,
including its online platform, emails and telephone call. Our customer
service department is required to respond to enquiries in a timely
manner and follow up the cases. All complaints received will be
addressed and under reasonable situation, we offer refund or return
options to customer. In 2018, we received on average 14.4 cases of
complaints and enquiries every month.
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Environmental, Social and Governance Report (continued)

Protecting Customers’ data

To comply with all the provisions of the Personal Data (Privacy)
Ordinance, only authorized staff will be able to assess customers’
data for business development purpose. Employees will be strictly
penalized if they violate the above code of conduct. We regularly
update our computer system to avoid any possible hackers’ activities.
In the Reporting Year, we have not received any significant cases of
unauthorized use or access of customers’ privacy information.

Aspect B7: Anti-corruption

Our Group has zero tolerance of anti-corruption and bribery. We
regularly invite ICAC to lecture our employees on anti-corruption
education, to work hand in hand to combat the issue. Our code of
conduct also suggests that employees would be fired under this
severe misconduct.

Whistleblowing Policy and Communication Channel

Whistleblowing policy is in place for employees to report suspected
misconduct of their colleagues, subordinates, senior management
or even suppliers. Employees are welcome to express their concern
through face-to-face, email or telephone. Our management will review
case by case and take follow up actions to investigate on every single
possible misconduct case.

Aside from that, we also encourage and respect every constructive
feedback from our employees to enhance the operations of our Group.
Meetings are held regularly for employees to speak out their minds.

Aspect B8: Community Investment

We realize that we can make a huge impact on the world’s social,
environmental and economic issues. Enthusiastic about youth
development, healthcare services and poverty alleviation, we actively
participated and donated approximately HK$192,000 to support
various charity organizations such as Yan Chai Hospital, Chi Heng
Foundation and Shine Tak Foundation to give a helping hand to the
needy.
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Directors’ Report

The Board presents this annual report together with the audited
consolidated financial statements for the Year.

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 in Hong Kong, Macau and the PRC.

Business Review

The business review of the Group for the Year is set out in the
sections of Five-Year Financial and Operational Summary, Chairman’s
Statement, Management Discussion and Analysis, Environmental,
Social and Governance Report and the paragraphs below.

The Group complies with the requirements under the Hong Kong
Companies Ordinance, the Listing Rules and the Securities and
Futures Ordinance (the “SFQO”) for the disclosure of information and
corporate governance. The Group also complies with the requirements
of Employment Ordinance and ordinances relating to occupational
safety for the interest of employees of the Group. No important event
affecting the Group has occurred since the end of the Financial Year.

Key Risk Factors

The following lists out the key risks and uncertainties facing the Group.

Global Economic Conditions

The global economic condition has been weaker than expected.
Downside risks have been increased since there is slowing growth in
emerging markets. The continuing adverse economic conditions may
affect the results of operations and financial performance of the Group
adversely.

To address economic uncertainties, the Group pursues steady
earnings growth by strengthening product portfolio, enhancing in-store
promotion, adopting careful cautious network diversification plan on
points of sales, intensifying cost controlling measures and exploring
business diversification opportunities.

Impact of Local and International Regulations

The business operation of the Group is also subject to government
policy, relevant regulations and guidelines established by the regulatory
authorities. Failure to comply with the rules and requirements may
lead to penalties, amendments or suspension of business operation
by the authorities. The Group closely monitors changes in government
policies, regulations and markets as well as conducting studies to
assess the impact of such changes.
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Directors’ Report (continued)

Key Risk Factors (continued)
Key Relationships with Employees, Customers and Suppliers
Employees

The Group recognizes the accomplishment of our employees by
providing comprehensive benefit package, career development
opportunities and internal training appropriate to individual needs. The
Group provides a healthy and safe workplace for all employees. No
strikes and cases of fatality due to workplace accidents are found in
the Year.

More than a half of our employees have been serving our Group for
more than three years. As an employee-oriented corporate, various
benefits are given to our employees to boost their morale. Employees
are entitled to annual leave, sick leave, maternity leave, paternity
leave and statutory holidays. Salaries of employees are maintained at
competitive levels while bonuses are granted on a discretionary basis.
Other employee benefits include mandatory provident fund, statutory
and medical insurance and sales commission. The total employee
benefit expenses of the Group amounted to HK$201.8 million for the
year ended 31 December 2019.

The Group commits to managing its business without undue influence
and has regarded honesty, integrity and fairness as its core values.
All directors and employees are strictly prohibited from exercising
authority, making influenced decisions and actions or gaining access
to the Group’s assets and information through their employment in the
Group to achieve private and personal gain. Disciplinary action would
be taken if an employee has committed an act of serious misconduct.
Directors and officers liability insurance is in place to protect the
Group’s interest in case of any wrongful acts of employees.

Employees’ performance review and appraisal is conducted annually.
Remuneration and promotion decisions are made according to
employees’ performance appraisal results, so as to reward and
encourage positive behaviour of employees. A structured training and
development approach has been established to ensure that employees
receive consistent training to suit business needs and help improve
their knowledge and skill, as well as building their career in our Group.
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Directors’ Report (continued)

Key Risk Factors (continued)
Key Relationships with Employees, Customers and Suppliers
Customers

The Group values the views and opinions of all customers through
various means and channels, including usage of business intelligence
to understand customer trends and needs and regular analyze on
customer feedback. The Group also conducts comprehensive tests
and checks to ensure that only quality products are offered to the
customers.

Most of our customers are retail customers which represented
approximately 94.1% of our total revenue for the year ended 31
December 2019. As wholesale customers usually make purchase
in bulk, they are given a discount to the retail price offered at the
outlets. We do not enter into any long-term sales agreements with
our wholesale customers. As at the end of the Year, the five largest
customers accounted for approximately 1.12%. We have maintained
long-term well-established business relationship with our customers,
amongst which three of them have more than ten years of business
relationship with us as at the date of this report. Out of our five largest
customers for the Year, four of them are Independent Third Parties
while one is our related companies, namely Bonjour Beauty Limited
of which our executive Directors Mr. Ip Chun Heng, Wilson and Ms.
Chung Pui Wan are the beneficiary owners of the company (For
details, please see “Related Party Transactions” on page 184).

All of our retail sales at our retail outlets are settled in cash, by smart
card, credit card or mobile digital payment. Our wholesale customers
usually settle their purchases in cash upon delivery. However, as
determined by the management on a case by case basis, open credit
terms with a maximum limit of HK$1.0 million of 30 days to 90 days
may be granted to established customers with satisfactory payment
records and creditworthiness. For the year ended 31 December 2019,
credit sales accounted for approximately 1.3% of our total sales. Our
Directors consider that the credit policy adopted by us is prudent.
During the Year, the approximate percentage of sales settled by cash
payments and non-cash payments are 30.3% and 69.7% respectively.
Details of the trade receivables of the Group as at 31 December 2019
are set out in Note 21 to the financial statements. Up to the date of
this report, 6.6% of the trade receivables from the major customers
has been settled.
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Directors’ Report (continued)

Key Risk Factors (continued)

Key Relationships with Employees, Customers and Suppliers
(continued)

Customers (continued)

During the Reporting Year, we did not encounter any material sales
returns from our customers. It is our policy that returned goods can
be refunded or exchanged for other products after purchase at our
retail outlets and upon receipt from online purchase subject to certain
conditions within 30 days and 7 days respectively.

Suppliers

The Group encompasses working relationships with suppliers to
meet our customers’ needs in an effective and efficient manner. The
departments work closely to make sure the tendering and procurement
process is conducted in an open, fair and just manner.

We source our products from our selected local and overseas
distributors, manufacturers and traders of which more than half of
our products are sourced from local suppliers and the rest are from
overseas including Japan, Korea, Switzerland, France, Thailand and
the PRC etc. We purchase our products mainly from authorised
distributors, directly from manufacturers and some supplied by
independent traders. We have never placed excessive reliance on any
one of our suppliers and our Directors anticipate that there will not be
any supply problem in the foreseeable future. Our five largest suppliers
accounted for approximately 20.5% of our total purchase during the
Year. Four of them have more than 10 years of business relationship
with us as at the date of this report.

QOur yearly product research and development plan will be reviewed
and modified seasonally to catch up with the fast-moving trend
and market situation if necessary. In order for us to cooperate with
good reputation partners, we have adopted supplier selection policy.
We only procure our products from our list of selected suppliers.
In selecting our suppliers, we assess on, and take into account,
factors in various aspects, including quality of their products, price
rate, popularity of their cosmetic and related products, lead time,
trading terms, advertising and promotion support and credibility of the
supplier.
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Directors’ Report (continued)

Key Risk Factors (continued)

Key Relationships with Employees, Customers and Suppliers
(continued)

Suppliers (continued)

Given the great variety of our products sold, we have not relied on any
single brand or any particular supplier for the provision of the Group’s
products. Our Directors consider any failure of our Group to purchase
from a particular supplier would not have any material impact on our
business.

Our overseas suppliers generally request us to pay 30% to 50%
deposit of the order sum before delivery of our products and settle the
remaining balance before or after the product arrival depending on the
sales terms. For our local suppliers, the credit period may vary from
30 to 120 days. We generally make our payments within the credit
terms by means of telegraphic transfer, letter of credit or cheque.
Details of the trade payables of the Group as at 31 December 2019
are set out in Note 27 to the financial statements. Up to the date of
this report, 100.0% of the trade payables to the major suppliers as at
31 December 2019 has been settled.

During the Reporting Period, the Group did not have any significant
disputes with our major suppliers.

Results and Appropriations

The results of the Group for the Year are set out in the consolidated
statement of profit or loss and the consolidated statement of profit or
loss and other comprehensive income on pages 80 to 81.

The Board does not recommend the payment of any dividend for the
Year.

Closure of Register of Members

The register of members of the Company will be closed from Monday,
18 May 2020 to Friday, 22 May 2020, both days inclusive, during the
period no transfer of shares will be registered. The holders of shares
whose names appear on the register of members of the Company
on Friday, 22 May 2020 will be entitled to attend and vote at the
AGM. In order to determine the entitlement to attend and vote at
the forthcoming AGM, all transfer of shares, accompanied by the
relevant share certificates and transfer forms, must be lodged with
the Company’s Hong Kong branch share registrar and transfer office,
Union Registrars Limited, at Suites 3301-04, 33/F., Two Chinachem
Exchange Square, 338 King’s Road, North Point, Hong Kong, for
registration not later than 4:00 p.m. on Friday, 15 May 2020.
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Directors’ Report (continued)

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 2.

Property, Plant and Equipment

Details of the movements in property, plant and equipment of the
Group are set out in Note 17 to the consolidated financial statements
on pages 151.

Reserves

Movements in the reserves of the Company and of the Group
during the Year are set out in Note 34 to the consolidated financial
statements on pages 171 to 172 and in the consolidated statement of
changes in equity on page 84 respectively.

Distributable Reserves

Pursuant to the Companies Law of the Cayman Islands, share
premium, share-based payment reserve and retained profits of the
Company are distributable to the Shareholders. As at 31 December
2019, the Company’s reserves available for distribution to the
Shareholders amounted in total to approximately HK$277,019,000
(2018: HK$291,889,000).

Segment Information

An analysis of the Group’s performance for the Year by reportable
segments is set out in Note 10 to the consolidated financial statements
on page 142.

Emolument Policy

The emoluments of the Directors are recommended by the
Remuneration Committee, and approved by the Board, as authorised
by the Shareholders in the AGM, 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 of the factors such as
market conditions as well as corporate and individual’s performance
during the Year.

The Company has also adopted share option schemes as an incentive
to the Directors, eligible employees and consultants, details of the
schemes are set out in this “Directors’ Report” under the heading
“Share Option”.

Emoluments of Directors, Five Highest Paid Individuals and Senior
Management

Details of the emoluments of the Directors, the five highest paid

individuals and the senior management of the Group are set out in
Note 14 to the consolidated financial statements on pages 146 to 149.
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Directors’ Report (continued)

Equity-linked agreement

Details of the equity-linked agreement entered into during the Year or
subsisting at the end of the Year are set out below:

Share Option

Terminated Scheme |

Share options are granted to the Directors, executives and
employees of the Company under the share option scheme
approved by a resolution in writing passed by the sole
Shareholder on 17 June 2003 and was terminated by the
Shareholders on 27 May 2009 (the “Terminated Scheme 1”).

Terminated Scheme Il

On 27 May 2009, the Company has passed a resolution in a
Shareholders’ meeting for the adoption of a new share option
scheme which was terminated by the Shareholders on 24 May
2019 (the “Terminated Scheme II”). Outstanding share options
granted under the Terminated Scheme Il prior to such termination
shall continue to be valid and, subject to the vesting schedule,
exercisable in accordance with the Terminated Scheme II.

New Scheme

On 24 May 2019, the Company has passed a resolution in a
Shareholders’ meeting for the adoption of a new share option
scheme (the “New Scheme”). Outstanding share options granted
under the Terminated Scheme Il prior to such termination
shall continue to be valid and, subject to the vesting schedule,
exercisable in accordance with the Terminated Scheme II.

(1) Purpose

The purpose of the New Scheme is to enable the Group
to grant options to selected participants as incentives or
rewards for their contribution to the Group. The Directors
consider the New Scheme, with its broadened basis of
participation, will enable the Group to reward the employees,
the Directors and other selected participants for their
contributions to the Group.
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Directors’ Report (continued)

Share Option (continued)
Ill. New Scheme (continued)

(20 Who May Join

The Directors may, at its absolute discretion, invite any
person belonging to any of the following classes of
participants, to take up options to subscribe for shares:

(@) any eligible employee or any of our subsidiaries or any
Invested Entity;

(b) any non-executive directors (including independent
non-executive directors) of the Company, any of our
subsidiaries or any Invested Entity;

(c) any supplier of goods or services to any member of the
Group or any Invested Entity;

(d) any customer of any member of the Group or any
Invested Entity;

(e) any person or entity that provides research,
development or other technological support to any
member of the Group or any Invested Entity;

(f)  any shareholder of any member of the Group or any
Invested Entity or any holder of any securities issued by
any member of the Group or any Invested Entity; and

(9) any adviser (professional or otherwise) or consultant to
any area of business or business development of the
Group or any Invested Entity; and

For the avoidance of doubt, the grant of any options by the
Company for the subscription of shares or other securities
of the Group to any person who fall within any of the
above classes of participants shall not, by itself, unless the
Directors otherwise determined, be construed as a grant of
option under the New Scheme.

The eligibility of any of the above class of eligible participants
to the grant of any option shall be determined by the
Directors from time to time on the basis of the Directors’
opinion as to his/her contribution or potential contribution to
the development and growth of the Group.
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Directors’ Report (continued)

Share Option (continued)

New Scheme (continued)

(3) Maximum Number of Shares Subject to the New
Scheme

(@)

The maximum number of Shares to be allotted and
issued upon the exercise of all outstanding options
granted and yet to be exercised under the New Scheme
and any other share option scheme of the Group must
not in aggregate exceed 30% of the issued shares of
the Company from time to time.

The initial total number of Shares which may be allotted
and issued upon exercise of all options (excluding, for
this purpose, options which have lapsed in accordance
with the terms of the New Scheme and any other share
option scheme of the Group) to be granted under the
New Scheme and any other share option scheme of
the Group must not in aggregate exceed 10% of the
shares in issue at the day on which the New Scheme is
approved (the “General Scheme Limit”).

Subject to (a) above but without prejudice to (d) below,
the Company may issue a circular to the Shareholders
and seek approval of the Shareholders in general
meeting to refresh the General Scheme Limit provided
that the total number of Shares which may be issued
upon exercise of all options to be granted under the
New Scheme and any other share options scheme
of the Group must not exceed 10% of the Shares in
issue as at the date of approval of the refreshed limit
and for the purpose of calculating the refreshed limit,
options (including those outstanding, cancelled, lapsed
or exercised in accordance with the New Scheme and
any other share option scheme of the Group)previously
granted under the New Scheme and any other share
option scheme of the Group will not be counted. The
circular sent by the Company to the Shareholders
shall contain, among other information, the information
required under Rule 17.02(2)(d) of the Listing Rules
and the disclaimer required under Rule 17.02(4) of the
Listing Rules.
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Directors’ Report (continued)

Share Option (continued)

New Scheme (continued)

(3) Maximum Number of Shares Subject to the New
Scheme (continued)

(d) Subject to (a) above and without prejudice to (c)
above, the Company may seek separate Shareholders’
approval in general meeting to grant options beyond
the General Scheme Limit or, if applicable, the
refreshed limit referred to in (c) above to participants
specifically identified by the Company before such
approval is sought. In such event, the Company must
send a circular to the Shareholders containing a general
description of the specified participants, the number
and terms of options to be granted, the purpose of
granting options to the specified participants with an
explanation as to how the terms of the options serve
such purpose, the information required under Rule
17.02(2)(d) of the Listing Rules and the disclaimer

required under Rule 17.02(4) of the Listing Rules.

(4) Maximum Entitlement of Each Participant

The total number of Shares issued and which may fall to be
allotted and issued upon exercise of the options granted
under the New Scheme and any other share option scheme
of the Group (including both exercised or outstanding
options) to each eligible participant in any 12-month period
shall not exceed 1% of the issued Shares for the time
being (the “Individual Limit”). Any further grant of options
in excess of the Individual Limit in any 12-month period
up to and including the date of such further grant shall be
subject to the issue of a circular to the Shareholders and the
Shareholders’ approval in general meeting of the Company
with such participant and his/her associates abstaining from
voting. The number and terms (including the exercise price)
of options to be granted to such participant must be fixed
before the Shareholders’ approval and the date of Board
meeting for proposing such further grant should be taken as
the date of grant for the purpose of calculating the exercise

price under note (1) to Rule 17.03(9) of the Listing Rules.
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Directors’ Report (continued)

Share Option (continued)

New Scheme (continued)

%)

(6)

Subscription Price for Shares and Consideration for
the Option

The subscription price for Shares under the New Scheme
will be a price determined by the Directors, but shall not
be less than the higher of (i) the closing price of Shares as
stated in the Stock Exchange’s daily quotations sheet on
the date of the offer of grant, which must be a Business
Day; (iijthe average closing price of Shares as stated in the
Stock Exchange’s daily quotations for the five trading days
immediately preceding the date of the offer of grant; and (iii)
the nominal value of the Shares.

A nominal consideration of HK$1 is payable on acceptance
of the grant of an option.

Period of the New Scheme

The New Scheme will remain in force for a period of 10
years commencing on the date on which the New Scheme
is adopted and the remaining life of the New Scheme is 9
years.

The total number of shares available for issue under
share option scheme is 465,248,599 shares, representing
approximately 13.63% of the issued share of the Company
as at the date of this report.
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Directors’ Report (continued)

Share Option (continued)

Details of the share options outstanding as at 31 December 2019
which have been granted under the Share Option Schemes are as

N follows:
RoE-NE-F-BE-E-AETZA=1-A RZB-NF
During 1 January 2019 - 31 December 2019 -B-B%
=g-1%
tZA=t-H
ZfTE
R=B-hF (#7x)
K-B-1& +-8 Exercise
-A-H =t+-H price during
$E 2%/ 5 1 January 2019
Held at Ei ] Heldat -31 December
BEA EHAS BUT AT Tz 1 January o B Lapsed/ 31 December 2019
Holders Grant date Exercise from Excisable until 2019 Granted Exercised Cancelled 2019 (HKS)
Directors:
e ZE-TEMATZR CE-ZFMATER CEZ-REMATCA 30,096,000 - - - 30,096,000 0.929
IP Chun Heng, Wilson 13 April 2010 13 April 2012 12 April 2020
“2——%t+AmA “3-ZEtARR  ZEZ--FtA=R 31,900,000 - - - 31,900,000 1.209
4 July 2011 4 July 2012 3 July 2021
ERE Z$-SEmA+=A  ZE-ZE@A+=A ZZ-ZFMATZH 30,096,000 - - - 30,096,000 0.929
CHUNG Pui Wan 13 Apri 2010 13 April 2012 12 April 2020
—5——%tAEA “F-Z§FCANA “F--FtA=H 31,900,000 - - - 31,900,000 1.209
4.July 2011 4 July 2012 3 July 2021
Ptz el
Other Participants:
“TENERATAR ZTTAFRA-B ZE-NERA=TA 47,520,000 - - 47,520,000 - 0312
16 May 2008 1 May 2009 30 April 2019
ZEENETZANE ZETAETZA-B ZENET-ASTH 26400000 - - 26,400,000 - 0.158
9 December 2008 1 December 2009 30 November 2019
“EENECACA “TFNE-A-R  —EZ-NE-F-R 60,720,000 - - 60,720,000 - 0.170
2 February 2009 2 February 2009 1 February 2019
“E-MELA=H “T-MELA=R “T-nEtAZH 16,000,000 - - 16,000,000 - 1.280
3July 2014 3July 2014 2 July 2019
“R-RF-RCTER ZE-RF-ACTER ZECRF-ACTCA 27000000 - - - 27000000 0762
23 January 2015 23 January 2015 22 January 2020
&y
Total: 301,632,000 - - 150,640,000 150,992,000
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Directors’ Report (continued)

Directors

The Directors of the Company during the Year and up to the date of
this report are:

Executive Directors

Dr. Ip Chun Heng, Wilson (Chairman and Chief Executive Officer)
Ms. Chung Pui Wan (Vice-Chairman)

Mr. Chen Jianwen (Vice-Chairman)

Mr. Yip Kwok Li

Mr. Wan Yim Keung, Daniel

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

In accordance with article 108 of the Articles of Association, Ms.
Chung Pui Wan, Mr. Wong Chi Wai and Mr. Lo Hang Fong will retire
by rotation at the forthcoming AGM. All the retiring Directors, being
eligible, will offer themselves for re-election at the 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 20 to 22.

Directors’ Service Contracts

Each of the executive Directors (except Mr. Chen Jianwen and
Mr. Wan Yim Keung, Daniel who have entered into no service contract
with the Company) has entered into a service contract with the
Company for an initial term of two years commencing from 1 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
an appointment letter with the Company for a term of one year
commencing from 1 July 2019 to 30 June 2020, 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 AGM has a
service contract or an appointment letter with the Company which is
not determinable by the Company within one year without payment of
compensation.

Directors’ Material interests in Transactions, Arrangements or
Contracts that are significant in relation to the Group’s business

Save as disclosed in the annual report, no transactions, arrangements
or contracts of significance in relation to the Group’s business to
which the Company, its parent company, its subsidiaries or fellow
subsidiaries were a party and in which a director of the company or
his/her connected entities had a material interest, where directly or
indirectly, subsisted at the end of the Year or at any time during the
Year.
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Directors’ Report (continued)

Indemnity of Directors

The Company has maintained appropriate directors and officers liability
insurance and such permitted indemnity provision for the benefit of the
Directors is currently in force and was in force throughout the Year.

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

As at 31 December 2019, save as disclosed under the heading “Share
Option”, the interests of the Directors and chief executive officer of
the Company in the shares, underlying shares and debentures of the
Company or associated corporation (within the meaning of Part XV
of the SFO) disclosed in accordance with the Listing Rules were as
follows:

RAEQXT RS 2R Interest in the shares of the Company
RiEERE
BEZER HERT
LBk RPEE BRABEL
RPEE Number of LY
(Hi:24) underlying Approximate
Number of shares held percentage
EEpnR SRME ordinary shares pursuant to st of issued
Name of Directors Capacity and nature (Note 4)  share options Total  share capital
4/ S hn ERBEAA 74,926,000 61,996,000  1,558,172,000 45.66%
Dr. Ip Chun Heng, Wilson eneficial owner
ReEER(fH1) 52,800,000 61,996,000
Interest of spouse (Note 1)
HREE (M2 16,743,600
Joint interests (Note 2)
NERER (M3 1,289,710,400
Corporate Interest (Note 3)
EMExt ExBEA 52,800,000 61,996,000  1,558,172,000 45.66%
Ms. Chung Pui Wan Beneficial owner
B @R (1) 74,926,000 61,996,000
Interest of spouse (Note 1)
HEERH2) 16,743,600
Joint interests (Note 2)
AEER (73 1,289,710,400
Corporate Interest (Note 3)
BRiEEE ERBEAA 665,100,000 - 665,100,000 19.49%
Mr. Chen Jianwen eneficial owner
FlEa itk ExBEA 7,300,000 - 7,300,000 0.21%
Mr. Wan Yim Keung Daniel Beneficial owner
ERIFIESE ERBEAA 2,114,000 - 2,114,000 0.06%
Mr. Yip Kwok Li eneficial owner
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EERTHREABNANATIHEE 2B Directors’ and Chief Executive Officer Interests and Short
7 HEROREEZEDT2#EEZRAXAE Positions in the Shares, Underlying Shares and Debentures of

(#&) the Company or Associated Corporation (continued)

RAEDTRAD 2 (E) Interest in the shares of the Company (continued)

Bzt - Notes:

1. EE=EEARATI36,922,000088% 1. Dr. Ip Chun Heng, Wilson holds 136,922,000 shares and underlying
RIEEIRGD  UAREMEL+(EE=E shares of the Company and Ms. Chung Pui Wan, the spouse of Dr. Ip
T2 BB ) 58 A2 51114,796,0008% B 1 Chun Heng, Wilson holds 114,796,000 shares and underlying shares of
RIEERD - AU RIEEH REBE GG - the Company. Therefore, Dr. Ip Chun Heng, Wilson and Ms. Chung Pui
EETEITREMEZTIHEARAR Wan are taken to be interested in 136,922,000 shares and underlying
A9 5l 136,922,000 % A% 17 & 48 78 i 15 K& shares and 114,796,000 shares and underlying shares of the Company
114,796,0008 %17 K ABBARL 7 - B #E e - respectively by virtue of the SFO.

2. EREANTRMBEBEELSELREMELLT 2. The shares of the Company are held jointly by Dr. Ip Chun Heng, Wilson
HEREH - and Ms. Chung Pui Wan.

3. EEARATRLDHPromised Return Limited 3. The shares of the Company are held by Promised Return Limited, which is
#4 - Promised Return LimitedfiDeco City wholly owned by Deco City Limited. Deco City Limited is wholly owned by
Limited2® & #% ° Deco City Limited 3 Z /£ Dr. Ip Chun Heng, Wilson and Ms. Chung Pui Wan equally.
THIREMELZ RS2 EHE -

4. ERARBRMDERIIIEGTE 4. Interests in shares of the Company stated above represent long positions.

RAEDNTHMB AR 2% Interest in the subsidiary of the Company

ERERELERG
(Ki7E2)
Non-voting deferred
MEBARERE SHRME shares (Note 2)

BEENSE Name of Capacity =] Btk

Name of Directors the subsidiary and nature Number Percentage

a2 ki S EEmtEH L EARER 153,000 51.00%

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

Bonjour Cosmetic
Wholesale Center
Limited (Note 1)
BEL LT SR Rt E L & A e 2 147,000 49.00%
Ms. Chung Pui Wan BRAGI(HET) Personal interests
Bonjour Cosmetic
Wholesale Center
Limited (Note 1)

Kzt - Notes:

1. B RERLEREARIANATZE 1. Bonjour Cosmetic Wholesale Center Limited is a wholly-owned subsidiary
BYIEB AT ° of the Company.

2. 2% S 4w 0 T R AT D B B AR X o 2. The non-voting deferred shares are fully-paid.
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Directors’ Report (continued)

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

Save as disclosed above, as at 31 December 2019, none of the
Directors or the chief executive officer of the Company had, pursuant
to 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 corporation (within the meaning of Part
XV of the SFO) or any interests which are required to be entered into
the register of interests 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, 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, its parent company, or any of its subsidiaries or fellow
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 officer of the
Company 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) had an interest in a
business which compete or may co-operate with the business of the
Group.

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

As at 31 December 2019, the interests and short positions of the
following persons, other than the Directors and chief executive officer
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, or which have been recorded in the register of
interests kept by the Company pursuant to Section 336 of the SFO:

Promised Return Limited (Note 2) (#i2)
Deco City Limited (Note 2) (#1332)
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HEBITRE

BREs T

TER Approximate

IR R AR B percentage
Total interests in  (#/5%1) of issued
ordinary shares (Note 1) share capital
1,289,710,400 37.79%
1,289,710,400 37.79%
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Directors’ Report (continued)

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

Notes:
1. Interests in shares of the Company stated above represent long positions.

2. Promised Return Limited is wholly owned by Deco City Limited. Deco City
Limited is wholly owned by Dr. Ip Chun Heng, Wilson and Ms. Chung Pui
Wan equally. As at the date of its incorporation, Promised Return Limited
was held as to 51% and 49% by Dr. Ip Chun Heng, Wilson and Ms.
Chung Pui Wan respectively. On 17 June 2003, Dr. Ip Chun Heng, Wilson
and Ms. Chung Pui Wan transferred the entire issued share capital of
Promised Return Limited 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 31 December 2019.

Purchase, Sale or Redemption of Listed Securities

There was no purchase, sale or redemption by the Company, or any
of its subsidiaries, of any listed securities of the Company during the
Year.

Major Customers and Suppliers

During the Year, the Group’s largest and five largest suppliers
accounted for 4.7% and 20.5% of the Group’s purchases respectively,
and the Group’s largest and five largest customers accounted for 0.6%
and 1.1% of the Group’s turnover respectively.

None of the Directors, their close associates, or any Shareholder
(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 principal activities of the Company’s principal subsidiaries are set
out in Note 41 to the consolidated financial statements on pages 185
to 186.

Management Contracts

No contracts concerning the management and administration of the

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

Related Party Transactions

The Group entered into certain transactions with parties regarded as
“related parties” under the applicable accounting standards. Details
of these transactions are disclosed in Note 40 to the consolidated
financial statements of this annual report. In the opinion of the
Directors, the transactions disclosed as related party transactions in
Note 40 to the consolidated financial statements do not constitute
connected transactions or continuing connected transactions as
defined under the Listing Rules in force at the time of the entering into
of the relevant transactions.

Continuing Connected Transactions

On 13 April 2017, the acquisition of Bonjour Beauty International
Limited and its subsidiaries (“BJB Group”) from Town Health
International Medical Group Limited by Profit Castle Holdings Limited
(“Profit Castle”) was completed (the “BJB Acquisition”). Profit Castle
is owned by Dr. Ip Chun Heng, Wilson and Ms. Chung Pui Wan in
equal share. As a result of such completion, members of the BJB
Group have become associates of Dr. Ip Chun Heng, Wilson and Ms.
Chung Pui Wan who are controlling shareholders of the Company and
executive Directors. Accordingly, the transactions between the Group
and BJB Group during the Year constituted the continuing connected
transactions that require disclosure under Chapter 14A of the Listing
Rules as follows:

Financial Assistance to the Group

On 1 January 2015, Bonjour Group Limited and BJB Limited entered
into a loan agreement which a loan in the aggregate principal amount
of HK$138 million (the “Loan”) was owing by Bonjour Group Limited to
BJB Limited. Pursuant to the 2015 Loan Agreement, Bonjour Group
Limited should pay the interest at the rate of 3% per annum and the
principal for the term of 2 years from 1 January 2015 (the “Original
Maturity Date”).

On 23 December 2016, 29 June 2017, 12 April 2018 and 30 June
2019, Bonjour Group Limited and BJB Limited entered into several
supplement loan agreements and the amendments the following is a
summary of the amendments:

()  the maturity dates of the Loan were first extended to one year
from the Original Maturity Date and the subsequent extended
maturity dates were on 1 January 2018, 1 January 2019, 1
January 2020 and 1 January 2021 respectively;

(i) the original interest accruing on the Loan up to the Original
Maturity Date shall remain to be repayable by Bonjour Group
Limited to BJB Limited on the Original Maturity Date;
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BONJOUR

Directors’ Report (continued)

Continuing Connected Transactions (continued)
Financial Assistance to the Group (continued)

(i) interest shall be charged on the Loan (or any outstanding amount
thereof) from the next day of the Original Maturity Date up to the
due date for payment of such interest or, as appropriate, the
date of early repayment at the interest rate of 5% per annum (the
“Renewed Interest Rate”); and

(iv) interest shall accrue daily and be calculated on the basis of the
actual number of days elapsed and a 365-day year and shall be
payable semi-annually in arrears since the next day of the Original
Maturity Date and if such date is not a normal bank business day
in Hong Kong, the immediately following normal bank business
day.

Save for the extension of the maturity date of the Loan at the Renewed
Interest Rate, no other amendment has been made to the terms of the
Loan pursuant to such supplemental loan agreement.

As the Group suffered loss for financial year of 2019, the Directors
(including the independent non-executive Directors) consider that
(i) after completion of the BJB Acquisition which results in the Loan
becoming a financial assistance received by the Group from a
connected person (i.e. BJB Limited which is an associate of both Dr.
Ip Chun Heng, Wilson and Ms. Chung Pui Wan), it is in the interest
of the Group for not making early repayment of the Loan, and (ii) the
current interest rate of 5% per annum is on normal commercial terms
or better on the part of the Group.

The Loan constitutes a financial assistance received by the Group
from a connected person, which is conducted on normal commercial
terms or better, and it is not secured by the assets of the Group.
Under Rule 14A.90 of the Listing Rules, the Loan is fully exempt from
the requirements under Chapter 14A of the Listing Rules.
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Directors’ Report (continued)

Continuing Connected Transactions (continued)

Licensing of premises by the Group to the BJB Group

One premise owned or leased by the Group was licensed to the BJB
Group as early as from 1 July 2017 and the following is a summary of

the licensing agreement:

Term of licence Monthly licence fee (Note c)

SR FE (Hita) W (Hfatb) TR A HARR BRFTEA(Hitc)

1. Apex Frame Limited  Portion of 6th, 9th & 12th From 1 July 2017 to HK$110,000 (inclusive of
Floor, Bonjour Tower (formerly 30 June 2020 government rent, rates and
known as Harrington Building), management fees)

Nos. 36-50 Wang Wo
Tsai Street, Tsuen Wan
New Territories,Hong Kong
HMARLQE BEMAZEEBEIFH36-505 BT —tFLH— 110,000/ 7T (B2IEEFHE

FIREESL(FIEEMAE)
61 - O1E K121 (D

Hrat -

a.  FASAAEERERF -

b. BMUREENYEMS  FUEKRTE
BEBARAB(ERERT) - BH T RE
HEREBKE QT -

c. FFABHATHE AR ERHTNTRS
Z()FFAl T EEHEOESHEP AR ERE
NPEENES (RIZNGE - mEREE
RS EA AR ENERmERS M
) R EMEN B (PInBTES - 2

NERE)(A) » R(BREFFATHHEEAT
PRI YIRS o

AEERKEERERNEBMMNFAIEAL
RE#) /41,400,000 7T - ARMRIE LR A
EABEILHNEERER INES
HEAB DL E(ZF L ERINIERS% « ]
ZERXSHHEBET EHARBIE14A.76(2)
IRIE TR R B IRARIE ©
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Notes:
a.  The licensor is a member of the Group.

b.  For the above premise located in Hong Kong, the licence has been
granted to BJB Limited (as licensee). The licensee is a member of the
BJB Group.

c.  The monthly licence fee under the Licensing Agreement was determined
by the parties with reference to (i) the rent (which was determined by the
then prevailing market rents on the premises comparable in location, area
and permitted use) and other outgoings (such as government rents, rates
and management fees) (if any) payable by the licensors under the head
leases as tenant to the landlord in relation to the premise; and (ii) the area
of the premises licensed under the relevant licensing agreements.

The aggregate licence fees receivable by the Group from the BJB Group
was about HK$1.4 million. The continuing connected transactions
in respect of the Licensing Arrangements will only be subject to the
announcement and reporting requirements under Rule 14A.76(2) of the
Listing Rules, as the highest applicable percentage ratio (excluding the
profits ratio) calculated in accordance with the Listing Rules in relation of
these transactions is less than 5%.
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Directors’ Report (continued)

Continuing Connected Transactions (continued)
Reasons for the Licensing Arrangements

The above premises have been used by the BJB Group prior to 1
January 2015 and up to 13 April 2017 (i.e. the date of completion
of the BJB Acquisition). As the Licensing Agreements regulating the
Licensing Arrangements are legally binding and the Directors (including
independent non-executive Directors) consider that the agreements
were entered into in the ordinary and usual course of business of the
Group, on normal commercial terms or better, on terms that are fair
and reasonable, the continuation of the Licensing Arrangements is in
the interests of the Company and the Shareholders as a whole, and
the licensed premises have been used by the BJB Group in line with
the permitted usage under the Licensing Agreements, the Licensing
Agreements have not been discontinued following completion of
the BJB Acquisition. As Dr. Ip and Ms. Chung have interest in the
Licensing Arrangements, they abstained from voting on the relevant
resolutions.

Supply of Beauty Products and Gifts Coupons by the Group

On 1 January 2019, Bonjour Cosmetic Wholesale Center Limited
(“BCWCL”, a subsidiary of the Company) entered into a master supply
agreement (the “Master Supply Agreement”) to regulate the supply
of the beauty products and the gift coupons by the Group to the
BJB Group during the term from 1 January 2019 to 31 December
2019 and the following is a summary of aggregate and capped
amounts under the Master Supply Agreement:

For the year ended
31 December 2019

BE-Z-hF

t=ZA=+—BLFE
Aggregate Capped
amounts amounts
(HK$ million)  (HK$ million)
HEEE LR
(BEEET) (BEET)

AEB RSN EREEHE Group’s supply of Beauty Products and

EREMRESR Gift Coupons to the BJB Group 3 3

—B-hEEH
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Directors’ Report (continued)

Continuing Connected Transactions (continued)

Supply of Beauty Products and Gifts Coupons by the Group
(continued)

Having regard to the expected capped amounts, the continuing
connected transactions in respect of the Master Supply Agreement
will be fully exempt from the requirements under Rule 14A.76(1) of the
Listing Rules, as the highest applicable percentage ratio (excluding the
profits ratio) calculated in accordance with the Listing Rules in relation
of these transactions is less than 5% and the total consideration is
less than HK$3 million.

Reasons for entering into the Master Supply Agreement

The BJB Group has been sourcing Beauty Products from time to
time in its ordinary course of business, and has also been providing
Gift Coupons purchased from the Group in 2014 to its customers
in its ordinary course of business. Following completion of the BJB
Acquisition, the Group’s supply of Beauty Products and Gift Coupons
to the BJB Group will not be discontinued. Such transactions will
constitute continuing connected transactions on the part of the
Company after completion of the BJB Acquisition, but will continue
to be conducted in the ordinary and usual course of business of the
Group.

The Directors (including the independent non-executive Directors)
consider that:

(@) the terms and conditions of Master Supply Agreement were
negotiated between the parties to it on an arm’s length basis and
are normal commercial terms or better to the Group;

(b) the terms of the Master Supply Agreement, including the
expected Capped Amounts, are fair and reasonable; and

(c) the continuing connected transactions contemplated under the
Master Supply Agreement are in the interest of the Company and
the Shareholders as a whole.

As Dr. Ip Chun Heng, Wilson and Ms. Chung Pui Wan have interest
in the Master Supply Agreements, they abstained from voting on the
relevant resolutions.

The Company’s auditor was engaged to report on the above
continuing connected transactions (the “Transactions”) and has issued
a letter to the Board setting out the confirmation required under Rule
14A.56 of the Listing Rules and a copy of which has been provided by
the Company to the Stock Exchange.

Annual Report 2019



-G

FEBERS(E)
R 3L (e R 2 IR (2)

ERBUATEFTCERLERS - I
ERARANFE 2ZERD

() AEARARBNAER-REEBIETA]

VAR

(i) E—MREEGERIEERARAMEEE
EMBEREIL &

(i) REEEZEXZNE@HBHERAF
BEURFARNRE R REEN S
HMERFRETSL

BRRBE

ARBZEABMERARL EEHETRE

B2 MASRSARETEEHERS
TR ZBRH »

ERARKERE
REARRMERSZAREN  AEES

IR ARBIRARAFE —EHERFE
D2B5%Z TR NBFE ©

=ta

%n FA

RAFE - AEES HKIBE192,0008 T2
HEIBR -

—E-REEH

BONJOUR

Directors’ Report (continued)

Continuing Connected Transactions (continued)
Reasons for entering into the Master Supply Agreement (continued)

All independent non-executive Directors had reviewed the Transactions
and confirmed that the Transactions for the Year were entered into:

()  in the ordinary and usual course of the Company’s business;

(i) on normal commercial terms or better to the Company; and

(iiiy in accordance with the relevant agreements governing them on
terms that are fair and reasonable and in the interests of the
Company and the Shareholders as a whole.

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.

Sufficiency of Public Float

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, it is confirmed that the
Company has maintained a sufficient public float of at least 25%
throughout the Year.

Charitable Donations

During the Year, the Group made charitable donations totaling
HK$192,000.
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BEEEREE) Directors’ Report (continued)

G Auditor

MAQRZ FEREEFAE = #HE3xE At the Company’s last AGM, RSM Hong Kong was re-appointed as
EHMEEMESNEZERAARAT 2ZE  auditor of the Company.
B ©

RNEBZHEAMBRMRECHEBRES AT The consolidated financial statements for the Year have been audited
ERFER  HETRAEAKRERET - by RSM Hong Kong who retire and, being eligible offer itself for re-
—IEREZEETZEMERESTEIE  appointment. A resolution to re-appoint the retiring auditor, RSM Hong
B2 RZEEZBHRERERERAFEARAE LIE Kong will be put at the forthcoming AGM.

=,

REES=E On behalf of the Board
ey Ip Chun Heng, Wilson
28T Chairman

Fa —E-TF=A=1+—H Hong Kong, 31 March 2020
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Independent Auditor’s Report
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RSM Hong Kong

Causeway Bay, Hong Kong

7 +852 2598 5123
= +85225987230

T+8522598 5123 &
F+8522598 7230 =t

www.rsmhk.com www.rsmhk.com

TO THE SHAREHOLDERS OF BONJOUR HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of Bonjour
Holdings Limited (the “Company”) and its subsidiaries (the “Group”) set
out on pages 80 to 188, which comprise the consolidated statement
of financial position as at 31 December 2019, and the consolidated
statement of profit or loss and the consolidated statement of profit
or loss and other comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for the
year then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2019, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the
Hong Kong Institute of Certified Public Accountants (the “HKICPA”)
and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs”) issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor’'s Responsibilities
for the Audit of the Consolidated Financial Statements section of
our report. We are independent of the Group in accordance with the
HKICPA’s Code of Ethics for Professional Accountants (the “Code”),
and we have fulfilled our other ethical responsibilities in accordance
with the Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.
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Independent Auditor’s Report (continued)

Material Uncertainty Related to Going Concern

We draw attention to Note 2 in the consolidated financial statements,
which indicates that the Group incurred a net loss of HK$130,621,000
during the year ended 31 December 2019 and, as of that date,
the Group’s current liabilities exceeded its current assets by
HK$253,121,000. As stated in Note 2, these events or conditions
indicate that a material uncertainty exists that may cast significant
doubt on the Group’s ability to continue as a going concern. Our
opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in
the context of our audit of the consolidated financial statements as a

EEEFEERRER c BESHRMEEES  whole, and in forming our opinion thereon, and we do not provide a

EFEIEWMOF : separate opinion on these matters. The key audit matters we identified
are:

1. FEHBEREE 1. Inventory valuation and allowance

2. NARFESAERMEEERRE(ARFE 2
EBEff AEthzmESm ) cEREELZ
)

BARESNEE
Key Audit Matter

Valuation of financial assets at fair value through other
comprehensive income (“FVTOCI”)

EENETTNMEERRETSE
How our audit addressed the Key Audit Matter

FEMEREE

Inventory valuation and allowance

L7 E VBRI LSO K22 A RERE 128K
TAQZ BETHER -

Refer to notes 5(d) and 22 to the consolidated
financial statements and the accounting policies in
note 4(g) on page 112.

RZZE-—NWF+ZA=+—0  BEXERERFE#A
#249188,066,0007% 7T N 17 & # ##798,000/8 7T ° #
WA M ISR M 42 G FTERE A - FE IR
PR R AR FERE 2 REETIER - Bt - EFRN
ErTREFEZHERBERDENTHERETEST
Y 2T o

At 31 December 2019, the Group held gross
inventories of approximately HK$188,066,000 and
allowance for inventory of approximately HK$98,000.
As described in the accounting policies in note 4(g)
to the consolidated financial statements, inventories
are carried at the lower of cost and net realisable
value. As a result, the directors apply judgement
in determining the appropriate allowance for
obsolete stock based upon a detailed analysis of
obsolescence.
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EERFEMERBHMETHNEREFBHE
Qur procedures in relation to inventory valuation and
allowance included:

- Z2EGREFHEIMNLHBARLRETSE
— ldentifying and assessing aged and obsolete inventory
when attending inventory counts;

- BAERFERFERANEETHER - AHA2RFE
TyEAFAEHNREPRENHEMSH - &

—  Comparing the net realisable value, obtained through a
detailed review of sales subsequent to the end of the
reporting period, to the cost price of inventories; and

- EHEENFEREERERFAFEMEKTE

— Reviewing the historical accuracy of allowance for
inventory and the level of inventory write-offs during the
year.
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BIZEMEE(E) Independent Auditor’s Report (continued)
BRETEEE) Key Audit Matters (continued)
BREESE EENETTNMEERERETSE

Key Audit Matter

How our audit addressed the Key Audit Matter

UAEEFARZERREzeRMEEZEE
Valuation of financial assets at fair value
through other comprehensive income

2R A I MEN E5e) R21 A R BN E 114 B M
A GRTEEE -

Refer to notes 5(e) and 21 to the consolidated
financial statements and the accounting policies in
notes 4(i) on page 114.

R-B-AFT=A=+—0 EXEREREDR
BRREARAR(FEDHERARE - REB
E-F-AFT-A=T-AILFEZAFEEBY

As at 31 December 2019, the Group held an equity
investment in Town Health International Medical
Group Limited (“Town Health”), with a carrying
amount of approximately HK$77,838,000 after
recognition of a fair value change of approximately
HK$5,374,000 for the year ended 31 December
2019.

RERBBHERSGMAERAR (BB ER
FHRRAR BZE—t+F+—AZttBRERMEE
REBBIMES -

Town Health is listed on the Main Board of the
Stock Exchange of Hong Kong Limited (“HKEX”).
However, trading in its shares on the HKEX has been
suspended with effect from 27 November 2017.

FERIEARENAFENGERBREE - Hig AR
BIWIEERATBRETISHE - TR - NF+H
=T —HAERE=R -

The fair value of the equity investment in Town
Health is based on valuation method with inputs that
are not based on observable market data and was
classified as level 3 as at 31 December 2019.

HRERARE TS N EREME - BESENGE
FAEREEHERASBTEFHERANERRE
B o

The selection of an appropriate valuation technique
and the determination of the valuation inputs required
significant management judgement in light of the
illiquid nature of the market for the equity investment.

—B-hEEH

EERURFEFARMPEN G 2 S REE < MEMETT
ORESSADRCIE

Our procedures in relation to valuation of financial assets at
FVTOCI included:

- R EREETRAREATENGERERERED
NATE R A B

—  Obtaining an understanding of the Group’s valuation
approach and selection of unobservable inputs in
determining the fair value of equity investment;

- FHMEEINEEERMOER - sEHhMEEIML
— Evaluating the independent external valuer’s
competence, capabilities and objectivity;

- ERIHEEZERNHBET - BRERTSEREET A
A HERUE - SHEFAERANMAEE - A8 E
ABBERER - flamS R EE RRE MR

—  With the assistance of our internal valuation specialists,
evaluating the valuation technique applied, inputs
and assumptions used, such as market comparables
and liquidity discount, through comparison with the
valuation methodologies that are commonly used in the
market and with the available valuation data; and

-  HMEGEPBHmAMERNAERERS TR

— Assessing the adequacy of the related disclosures in
the notes to the consolidated financial statements.
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Independent Auditor’s Report (continued)

Other Information

The directors are responsible for the Other Information. The Other
Information comprises all of the information in Bonjour Holdings
Limited’s 2019 annual report other than the consolidated financial
statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the Other Information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the Other Information and, in doing so,
consider whether the Other Information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in
the audit, or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material
misstatement of this Other Information, we are required to report that
fact. We have nothing to report in this regard.

Responsibilities of Directors for the Consolidated Financial
Statements

The directors are responsible for the preparation of the consolidated
financial statements that give a true and fair view in accordance with
HKFRSs issued by the HKICPA and the disclosure requirements of
the Hong Kong Companies Ordinance, and for such internal control
as the directors determine is necessary to enable the preparation
of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors
either intend to liquidate the Group or to cease operations, or have no
realistic alternative but to do so.

The Audit Committee assists the directors in discharging their
responsibilities for overseeing the Group’s financial reporting process.
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Independent Auditor’s Report (continued)

Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. We 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.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these
consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional skepticism throughout
the audit. We also:

° Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of
internal control.

e  Obtain an understanding of internal control relevant to the audit
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 Group’s internal control.

e  Evaluate the appropriateness of accounting policies used and the

reasonableness of accounting estimates and related disclosures
made by the directors.
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Independent Auditor’s Report (continued)

Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements (continued)

e  Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the
Group’s ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Group to
cease to continue as a going concern.

° Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

e  Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group
to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance
of the group audit. We remain solely responsible for our audit
opinion.

We communicate with the Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control
that we identify during our audit.

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where
applicable, related safeguards.
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BONJOUR

Independent Auditor’s Report (continued)

Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements (continued)

From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the audit
of the consolidated financial statements of the current period and are
therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such
communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Mr. Wong Poh Weng.

RSM Hong Kong
Certified Public Accountants
Hong Kong

31 March 2020
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mEBRR Consolidated Statement of Profit or Loss
BZ—F—NF—H=1—HIFEF For the year ended 31 December 2019
—EB-hEF —E-NF
2019 2018
BtaF FET FET
Note HKS°000 HKS 000
R Turnover 8 1,458,828 1,793,457
DEE MR Cost of goods sold (968,385) (1,157,692)
EF Gross profit 490,443 635,765
E U A Other income 9 22,380 20,639
7 SRR Distribution costs (44,657) (57,414)
THRAX Administrative expenses (5637,513) (612,158)
Hib & Other operating expenses (2,102) (3,045)
REEKER Loss from operations (71,449) (16,213)
ELEZ 9N Finance costs 77 (60,139) (16,860)
BrEATE IR Loss before tax (131,588) (33,0793)
iSRRI %, (F%) Income tax credit/(expense) 72 967 (6,540)
FREE Loss for the year 78 (130,621) (39,613)
DT LEMEERSE Loss for the year attributed to:
PA/NEIETZEUN Owners of the Company (129,648) (39,613)
PR = Non-controlling interests (973) -
(130,621) (39,613)
BREE Loss per share 76
HAR Basic HK(3.8) cents &1l HK(1.2) cents &1l
b Diluted HK(3.8) cents j&{li HK(1.2) cents /&1l
80 Annual Report 2019



meEnkEMZERER Consolidated Statement of Profit or Loss and Other Comprehensive Income
HE—FE—-HFf+-—A=+—HIFFZF For the year ended 31 December 2019
—EB-hEF —E—)N\F
2019 2018
et FET FET
Note HK$°000 HK$’'000
FEEER Loss for the year (130,621) (39,613)
Htt 2w Other comprehensive income:

TEEF A REERZ
HH -

EHRBEAEEMTENRE
AR FER A M2 E K S

(TAATEE AR b2 EAR )
ZHRTAZ ATEED

Item that will not be reclassified to profit
orloss:

Remeasurement gains on long service

payment liabilities 369 199
Fair value changes of equity instruments

at fair value through other

comprehensive income (“FVTOCI”) 21 (5,374) (4,448)

(5,005) (4,249)

Al REE R DR E R an
HH

BEBIN B ZELER

Items that may be reclassified to profit
or loss:

Exchange differences on translating

foreign operations 1,071 2,333
1,071 2,333
FERB#HEMGEEKE Other comprehensive income
for the year, net of tax (3,934) (1,916)
FEXHWREETE Total comprehensive income
for the year (134,555) (41,529)
DUTELEGMEERT Total comprehensive income
Wi %s in the year attributed to:
ZAN/NEIETF SN Owners of the Company (133,582) (41,529)
FEIE IR A Non-controlling interests (973) -
(134,555) (41,529)
—E-NEFER 81
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R-F-NFF—A=+—H

Consolidated Statement of Financial Position
At 31 December 2019

—E-NEF —ET-NF
2019 2018
it FET FET
Note HK$’000 HK$’'000
FREEE Non-current assets
ME - WENEE Property, plant and equipment 17 671,019 706,071
EREEE Right-of-use assets 18 406,260 -
RS Goodwill 19 5,520 -
HEmEpEE Other intangible assets 20 1,236 -
e MKEZRS Rental and utility deposits 34,482 40,899
AR EFGTARMEE R Z Financial assets at FVTOCI
TENEE 21 77,838 83,212
ERER IR E B Deferred tax assets 31 1,289 1,289
1,197,644 831,471
REBEE Current assets
=78 Inventories 22 187,968 235,697
FEWE 5 BRF Trade receivables 23 16,318 27,723
HEMKEZS Rental and utility deposits 24,692 35,772
AR FTe N EM Prepayments, deposits and other
FEURBR SR receivables 24 14,103 21,950
JE UK BA RS R 5RIE Amounts due from related companies 25 58 42
BIEI IR A B Current tax assets - 2,972
IRITRIR S8R Bank and cash balances 26 98,855 237,532
341,994 561,688
REBAEF Current liabilities
FERNTE SRR Trade payables 27 83,131 125,812
HuEMERZ  BWEI &R Other payables, deposits received
JEETE A and accrued charges 28 88,622 88,298
HEARE Lease liabilities 30 167,912 -
FE 1 BB E A RI3RIR Amounts due to related companies 25 23,553 3,346
RITENK Bank borrowings 29 184,174 265,012
BoEER Trade finance loans 29 39,838 26,239
REMEIE Finance lease payables 30 - 885
ENHEAT BB & Current tax liabilities 7,885 13,456
595,115 523,048
RE(EE) BEERE Net current (liabilities)/assets (253,121) 38,640
BEERTHAER Total assets less current liabilities 944,523 870,111
82 Annual Report 2019



GEBBEMRRERE) Consolidated Statement of Financial Position (continued)
RZF—NF+ZHA=+—H At 31 December 2019
—EB-hEF —E-NF
2019 2018
et FET FET
Note HK$°000 HK$’'000
FREBEE Non-current liabilities
HitENERRI M WET S Other payables and deposits received 28 321 9,724
HEAE Lease liabilities 30 273,273 -
ke —MEB AR ZER Loan from a related company 25 5,000 125,000
RITEE Bank borrowings 29 223,833 128,748
ELEHIAAGE Deferred tax liabilities 31 4,131 4,245
RERGESEE Long service payment liabilities 32 2,539 2,709
509,097 270,426
EERE NET ASSETS 435,426 599,685
BARRFHE Capital and reserves
&z Share capital 33 34,126 34,126
Ex=] Reserves 35 402,172 565,559
KAEHEE ANE(hER Equity attributable to owners of
the Company 436,298 599,685
FEERR A A Non-controlling interests (872) -
RS TOTAL EQUITY 435,426 599,685

RZZ-TF=_A=1+—"HEZEZEHME Approved by the Board of Directors on 31 March 2020 and are signed

RBTIALTHRERESE

on its behalf by:

Ip Chun Heng, Wilson Chung Pui Wan
BHT EME
Director Director

EE EE

—B-hEEH
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mEeEREEHR Consolidated Statement of Changes in Equity
HE—FE—-HFf+-—A=+—HIFFEF For the year ended 31 December 2019
AATREARE

Attributable to owners of the Company

NATE

A

Afp2E

v A dE2

A - iftiE  EXGRE  tREE

EE REGE Share-  Foreign  Financial RER

R&  Share  Capitsl AfRE  2EBE  based cumency assetsat  REEF Non- %
Share  premium redemption  Merger  Statutory  payment translation  FVTOCI  Retained @zt controlling Total
capital  account  reserve  reserve  reserves  reserve  reserve  reserve profits Total interests equity

AT TEr TEr TR TEr TEr TEr TEr T TEr T TEr
HK§000  HKS000  HKS000  HKS000  HKSO00  HKBOOD  HK$O00  HKSO00  HKB000  HK$000  HKS000  HKS000

RZE-NE-A—R A1 Januery 2018 3126 209902 1,181 45 243 64,013 (1,390) - 34 641214 - 641214

EERENEEE  Total comprehensive
income for the year - - - - - - 2,333 (4448 (39414 (41529 - (41,629)

RIE-NE At 31 December 2018
tZA=1t-H 34,126 209,902 1,181 415 243 64,013 943 (4448 293310 599,685 - 599,685

RZF-NF-A-R A1 January 2019 3126 209,902 1,181 415 43 64,013 943 (4448 293310 599,685 - 599,685

ERERERIHRE Adusiments on inifial
EBIZ16%75E%  applcation of
(Hrits) HKFRS 16 (rote - - - - - - - - (B8 (809 - (280

“Z-NE-A-B  Restated balance at
sy 1 January 2019 34,126 209,902 1,181 415 243 64,013 943 (4448 263505 569,880 - 569,880

YENELR Acauiston of
(H3700) subsidiaries
(note 37(a)) - - - - - - - - - - 101 101
FHERRL Lapse of share options
ERERR granted in
previous years - - - - - (11419 - - 1,418 - - -

EE2ENEEE  Toi comprehensive
income for te year - - - - - SO B3 (029 (38582 @13 (13455

RZE-NE At31 December 2019
tZA=1-8 34,126 209,902 1,181 415 243 52,595 2014 (9822) 145,644 436,298 (872 435426
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BE—FE—NFT _H="1—HIFEF

Consolidated Statement of Cash Flows
For the year ended 31 December 2019

—E-hF —ZT-N\F
2019 2018
et FET FEIT
Note HK$’000 HK$'000
RETDFEEZRERE CASH FLOWS FROM OPERATING
ACTIVITIES
BRELRIEE Loss before tax (131,588) (33,073)
AT SEEL AR Adjustments for:
LR Finance costs 60,139 16,860
RITF A BIA Interest income on bank deposits (1,109) (650)
AR B4 A Dividend income (463) -
TSRS HHEER B A Imputed interest income on rental
deposits (4,720) -
REARRTS & B s Provision for long service payments 689 392
W - WEREETE Depreciation of property, plant and
equipment 39,049 43,420
FRESERE Depreciation of right-of-use assets 228,494 -
MEEDE  BE K& Write off of property, plant and
B equipment 307 666
HEME - WEREEZ Gain on disposal of property, plant
e and equipment - (1,650)
TS (BB B (Reversal of allowance for)/allowance
for slow-moving inventories (139) 234
H b A Amortisation of other intangible
assets 7 -
LEEEHR L Operating profit before working
S Al capital changes 190,666 26,199
FERL (38 h) Decrease/(increase) in inventories 47,868 (46,090)
BUNE ZERFR A Decrease in trade receivables 11,405 13,213
e FPoKEZRE R Decrease in rental and utility deposits - 10,240
FEMFUE AT M EAM Decrease/(increase) in prepayments,
FEMER TR A/ (35 0) deposits and other receivables 13,842 (2,640)
JE Uk BA B N B R IE (Increase)/decrease in amounts due
(#hn),md from related companies (16) 3,300
FERTE SRR Decrease in trade payables (42,681) (25,155)
HEaEMERR  BEWET& & Decrease/(increase) in other
FEETB AR, (18 M) payables, deposits received
and accrued charges (4,731) 8,438
JE 1< A BSE A R ZRIBIE AN Increase in amounts
due to related companies 20,207 575
MERIK, SERHEE Long service payments to retired/
BMRBARS S redundant staff (490) (223)
EEISITES, (FRR)Z Cash generated from/(used in)
Be operations 236,070 (12,143)
D EBFIER Hong Kong profits tax paid (4,986) (59)
SREIEBFEH Hong Kong profits tax refunded 2,962 127
BRFLE Interest paid (15,932) (16,770)
HEaENE Interest on lease liabilities (44,207) -
ENREHEER Finance leases charges paid - (90)
KESEEIFTEY (R Net cash generated from/(used in)
REF5E operating activities 173,907 (28,935)
“E-hEEFR 85
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BE—FE—NFIT _H="1—HIFEF

Consolidated Statement of Cash Flows (continued)
For the year ended 31 December 2019

—E-NF —E-NF
2019 2018
Htat FET FET
Note HK$’000 HK$'000
REETEHMEEZ CASH FLOWS FROM INVESTING

BE&RE ACTIVITIES
BFIE Interest received 1,109 650
B E Dividend received 463 -
WS A A Acquisition of subsidiaries 37(a) (5,613) -
BAYE - BRE L& Purchases of property, plant and

equipment (4,230) (16,601)
EEMES RKERS Repayment of rental and utility deposits 7,981 -
HEDE - HEMEE 2 Proceeds from disposal of property,

{5218 plant and equipment - 1,654
AR EERA RS T Net cash used in investing activities (290) (14,297)
RMEEBMEEZ CASH FLOWS FROM FINANCING

RERE ACTIVITIES
i BRERTTIE Short-term bank borrowings raised 159,000 70,000
BERBIRITER Repayment of long-term bank

borrowings (144,753) (25,428)
BExEe —HEs AT ZER Repayment of loan from a related

company (120,000) (13,000)
BoRMEETIEMN, O ) F5  Increase/(decrease) in trade finance

loans, net 13,150 (2,375)
XRHEERESHD Principal elements of lease payments

(—E—N\FE : EEMERE (2018: Repayment of finance lease

KIA) payables) (221,215) (1,062)
BEEB(ER), ELXZ Net cash (used in)/generated from

RE 58 financing activities (313,818) 28,135
ReRESZEY NET DECREASE IN CASH AND

WA FEE CASH EQUIVALENTS (140,201) (15,097)
[EREH) & Effect of foreign exchange rate changes 1,524 2,553
R—A—BzHER CASH AND CASH EQUIVALENTS

REZEY AT 1 JANUARY 237,532 250,076
R+=ZA=+—-HZRER CASH AND CASH EQUIVALENTS

BEEEY AT 31 DECEMBER 98,855 237,532
RERREEEY2 M ANALYSIS OF CASH AND CASH

EQUIVALENTS
RIT RIS ER Bank and cash balances 26 98,855 237,532
86 Annual Report 2019
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Notes to the Financial Statements
For the year ended 31 December 2019

— R

SRERER AT (AT L) TR
SEREFIMKZZBRAR - Hiff
9% =5 Bz #b 3iE A Clifton House, 75 Fort
Street, George Town, Grand Cayman,
Cayman Islands o £ F Z &2 >
M E A E B SRR B (F 4136-505% £
HEEPL T« KRFZRHR
ERBMEXZPAR AR ([BAZAHM])
FR LT .

ARAR—BEREZRATR - HHE
RNEZ EBXBGHEN GRS M B HREM
a1 e

RZZ-—AF+ZA=+—8 AR
REERA  REFTHLIREMEX
TARARRBIBELETT -

WELRA MBI TDIZRE L GETED
re([EEatag DBEMNMA
ERBEBMBREE (T EBR B R
SEADRE - BEMBREELE
REBUBREERN([BEYBHRE
ZR|]) - FEGHEA(EBEEE
A]) K2 fg - WEHEAMBERERNT
EMRMES MR EREEGR
X R EBCRBEDID (BB EDIF 622
B)NWESRE - ARBEMRANE
ZERTHREN T XHKE -

BEGHMAGERME TRASKE

SRR B R A R ] R R R A
M MRERT B BM I RE LR -
ISR ER At B KBS
IR B R E R AR B 2t F
BRMELZGHBREBNER -
BRAZBE N RN I F4RE M5 H
%o

—E-REEH

General Information

Bonjour Holdings Limited (the “Company”) was incorporated
in the Cayman Islands with limited liability. The address of its
registered office is Clifton House, 75 Fort Street, George Town,
Grand Cayman, Cayman lIslands. The address of its principal
place of business is 12/F., Bonjour Tower, No. 36-50 Wang Wo
Tsai Street, Tsuen Wan, Hong Kong. The Company’s shares are
listed on the Main Board of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”).

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 41 to the
consolidated financial statements.

As at 31 December 2019, in the opinion of the directors of the
Company, Dr. Ip Chun Heng, Wilson and Ms. Chung Pui Wan are
the ultimate controlling parties of the Company.

Basis of Preparation

These consolidated financial statements have been prepared in
accordance with all applicable Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA”). HKFRSs comprise
Hong Kong Financial Reporting Standards (“HKFRS”); Hong
Kong Accounting Standards (“HKAS”); and Interpretations. These
consolidated financial statements also comply with the applicable
disclosure provisions of the Rules Governing the Listing of
Securities on the Stock Exchange and with the disclosure
requirements of the Hong Kong Companies Ordinance (Cap.
622). Significant accounting policies adopted by the Group are
disclosed below.

The HKICPA has issued certain new and revised HKFRSs that
are first effective or available for early adoption for the current
accounting period of the Group. Note 3 provides information
on any changes in accounting policies resulting from initial
application of these developments to the extent that they are
relevant to the Group for the current and prior accounting periods
reflected in these consolidated financial statements.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

2.

Basis of Preparation (continued)

The Group incurred a net loss of HK$130,621,000 during the
year ended 31 December 2019 and, as of that date, the Group’s
current liabilities exceeded its current assets by HK$253,121,000.
These conditions indicate the existence of a material uncertainty
which may cast significant doubt on the Group’s ability to
continue as a going concern, therefore, it may be unable to
realise its assets and discharge its liabilities in the normal course
of business. Notwithstanding the above, the consolidated financial
statements have been prepared on a going concern basis as
the directors have given careful consideration to the impact of
the current and anticipated future liquidity of the Group and are
satisfied that:

(@) The banking facilities from the Group’s bankers for its
working capital requirements for the next twelve months
will be available as and when required, having regard to the
following:

()  Up to the date of the consolidated financial statements
authorised for issue, the Group’s bankers agreed to
renew bank borrowings amounting to approximately
HK$24,174,000 currently included in current liabilities at
31 December 2019.

(i) Undrawn banking facilities amounting to approximately
HK$179,000,000.

(b) The Group is able to generate sufficient operating cash flows
to meet its current and future obligations.

Having taken into account the above, the directors consider that
the Group will have sufficient financial resources to meet in full
its working capital requirements and financial obligations as and
when they fall due in the foreseeable future. Accordingly, the
consolidated financial statements have been prepared on a going
concern basis.

Should the Group be unable to continue as a going concern,
adjustments would have to be made to restate the values of the
assets to their recoverable amounts, to provide for any further
liabilities which might arise and to classify non-current assets and
liabilities as current assets and liabilities respectively. The effects
of these potential adjustments have not been reflected in these
consolidated financial statements.
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BONJOUR

Notes to the Financial Statements (continued)
For the year ended 31 December 2019

Adoption of New and Revised Hong Kong Financial Reporting
Standards

(@) Application of new and revised HKFRSs

The HKICPA has issued a new HKFRS, HKFRS 16 Leases,
and a number of amendments to HKFRSs that are first
effective for the current accounting period of the Group.

Except for HKFRS 16, none of the developments have had
a material effect on how the Group’s results and financial
position for the current or prior periods have been prepared
or presented. The Group has not applied any new standard
or interpretation that is not yet effective for the current
accounting period.

HKFRS 16 Leases

HKFRS 16 supersedes HKAS 17 Leases, and the related
interpretations, HK(IFRIC) 4 Determining whether an
Arrangement contains a Lease, HK(SIC) 15 Operating
Leases-Incentives and HK(SIC) 27 Evaluating the Substance
of Transactions Involving the Legal Form of a Lease. HKFRS
16 introduced a single accounting model for lessees, which
requires a lessee to recognise a right-of-use asset and a
lease liability for all leases, except for leases that have a
lease term of 12 months or less and leases of low-value
assets.

Lessor accounting under HKFRS 16 is substantially
unchanged from HKAS 17. Lessors will continue to classify
leases as either operating or finance leases using similar
principles as in HKAS 17. Therefore, HKFRS 16 did not
have an impact or leases where the Group is the lessor. The
lessor accounting requirements are brought forward from
HKAS 17 substantially unchanged.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

3.

Adoption of New and Revised Hong Kong Financial Reporting
Standards (continued)

(a) Application of new and revised HKFRSs (continued)

HKFRS 16 Leases (continued)

HKFRS 16 also introduces additional qualitative and
quantitative disclosure requirements which aim to enable
users of the financial statements to assess the effect that
leases have on the financial position, financial performance
and cash flows of an entity.

The Group has initially applied HKFRS 16 as from 1
January 2019. The Group has elected to use the modified
retrospective approach and has therefore recognised the
cumulative effect of initial application as an adjustment to the
opening balance of equity at 1 January 2019. Comparative
information has not been restated and continues to be
reported under HKAS 17.

Further details of the nature and effect of the changes to
previous accounting policies and the transition options
applied are set out below:

(@) New definition of a lease

The change in the definition of a lease mainly relates
to the concept of control. HKFRS 16 defines a lease
on the basis of whether a customer controls the use
of an identified asset for a period of time, which may
be determined by a defined amount of use. Control
is conveyed where the customer has both the right
to direct the use of the identified asset and to obtain
substantially all of the economic benefits from that use.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

3.

Adoption of New and Revised Hong Kong Financial Reporting
Standards (continued)

(@) Application of new and revised HKFRSs (continued)

HKFRS 16 Leases (continued)

(a)

(b)

New definition of a lease (continued)

The Group applies the new definition of a lease
in HKFRS 16 only to contracts that were entered
into or changed on or after 1 January 2019. For
contracts entered into before 1 January 2019, the
Group has used the transitional practical expedient to
grandfather the previous assessment of which existing
arrangements are or contain leases. Accordingly,
contracts that were previously assessed as leases
under HKAS 17 continue to be accounted for as leases
under HKFRS 16 and contracts previously assessed
as non-lease service arrangements continue to be
accounted for as executory contracts.

Lessee accounting and transitional impact

HKFRS 16 eliminates the requirement for a lessee to
classify leases as either operating leases or finance
leases, as was previously required by HKAS 17.
Instead, the Group is required to capitalise all leases
when it is the lessee, including leases previously
classified as operating leases under HKAS 17, other
than those short-term leases and leases of low-value
assets which are exempt.

When recognising the lease liabilities for leases
previously classified as operating leases, the Group has
applied the incremental borrowing rates of the relevant
group entities at the date of initial application. The
weighted average incremental borrowing rate applied is
8.25%.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

3.

Adoption of New and Revised Hong Kong Financial Reporting
Standards (continued)

(@) Application of new and revised HKFRSs (continued)

HKFRS 16 Leases (continued)

(b) Lessee accounting and transitional impact (continued)

To ease the transition to HKFRS 16, the Group applied
the following recognition exemption and practical
expedients at the date of initial application of HKFRS

16:

(it

(i)

elected not to apply the requirements of HKFRS
16 in respect of the recognition of lease liabilities
and right-of-use assets to leases for which the
remaining lease term ends within 12 months
from the date of initial application of HKFRS 16,
i.e. where the lease term ends on or before 31
December 2019;

applied a single discount rate to a portfolio of
leases with a similar remaining terms for similar
class of underlying assets in a similar economic
environment;

used hindsight based on facts and circumstances
as at date of initial application in determining the
lease term for the Group’s leases with extension
options;

excluded initial direct costs from measuring the
right-of-use assets at the date of initial application;
and

relied on the assessment of whether leases are

onerous by applying HKAS 37 as an alternative to
an impairment review.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

3.

Adoption of New and Revised Hong Kong Financial Reporting

Standards (continued)

(@) Application of new and revised HKFRSs (continued)

HKFRS 16 Leases (continued)

(b) Lessee accounting and transitional impact (continued)

For the purposes of measuring deferred tax for leasing
transactions in which the Group recognises the right-
of-use assets and the related lease liabilities, the
Group first determines whether the tax deductions
are attributable to the right-of-use assets or the lease
liabilities.

For leasing transactions in which the tax deductions
are attributable to the lease liabilities, the Group applies
HKAS 12 Income Taxes requirements to right-of-
use assets and lease liabilities separately. Temporary
differences relating to right-of-use assets and lease
liabilities are not recognised at initial recognition and
over the lease terms due to application of the initial
recognition exemption.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

3. Adoption of New and Revised Hong Kong Financial Reporting

Standards (continued)
(a) Application of new and revised HKFRSs (continued)
HKFRS 16 Leases (continued)

(b) Lessee accounting and transitional impact (continued)

The following table reconciles the operating
lease commitments as disclosed in note 37 as at

EETHEAEER T —H 31 December 2018 to the opening balance for lease
F—A—HERAZHEARE liabilities recognised as at 1 January 2019:
2 FEREER -
T
HK$'000
RZE—-NF+_A=1+—H Operating lease commitments disclosed as at
BEE 7 ST S AR 31 December 2018 473,030
W BREENMEHE Less: commitments relating to lease exempt from
TRERAE capitalisation:
— EHRERFBEBEAN_ZE—NE - short-term leases and other leases
TZA=t—HIZFERZ with remaining lease term ending on
HiHE or before 31 December 2019 (4,977
- EEEEEMEE - leases of low-value assets (101)
—RZE- ) \F+_A=1+—H#l — lease committed before 31 December 2018,
Ao BREZEUEMAEE but cancelled subsequently (4,815)
- R )\F+=-A=+—HH — contracts signed before 31 December 2018,
EH - BRZZT-NF—-A—B% but leases commenced after 1 January 2019
FinHHEE (22,156)
m:AEERABEAERT Add: lease payments for the additional periods
BT EREERE TR where the Group considers it reasonably
HEMEERIE certain that it will exercise the extension options 187,151
628,132
B RIRF BT A% Less: total future interest expenses (90,540)
%;Té —T-hEF—-HA—HZ Present value of remaining lease payments,
BEBRNERRZAT discounted using the incremental borrowing rate
MENFKERE as at 1 January 2019 537,592
m:R-T—N\F+= A=+—BH#RA 2 Add: finance lease liabilities recognised as at
MEMHERE 31 December 2018 885
“T-NF-A—H®ERZ Lease liabilities recognised as at
fﬂ%@ 1 January 2019 538,477
o Of which are:
mEBEEERE Current lease liabilities 206,025
FRBHELE Non-current lease liabilities 332,452
538,477
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

3.

Adoption of New and Revised Hong Kong Financial Reporting
Standards (continued)
(@) Application of new and revised HKFRSs (continued)

HKFRS 16 Leases (continued)

(b) Lessee accounting and transitional impact (continued)

The right-of-use assets in relation to leases
previously classified as operating leases have been
recognised as if HKFRS 16 has been applied since
the commencement date of the leases using relevant
incremental borrowing rate at the date of initial
application of HKFRS 16.

Lease liabilities at 1 January 2019 were recognised
based on present value of the remaining lease
payments, discounted using incremental borrowing rate
at 1 January 2019.

Refundable rental deposits paid are accounted under
HKFRS 9 Financial Instruments (“HKFRS 9”) and initially
measured at fair value. Adjustments to fair value at initial
recognition are considered as additional lease payments
and included in the cost of right-of-use assets.

So far as the impact of the adoption of HKFRS 16
on leases previously classified as finance leases is
concerned, the Group is not required to make any
adjustments at the date of initial application of HKFRS
16, other than changing the captions for the balances.
Accordingly, instead of “Finance leases payables”, these
amounts are included within “Lease liabilities”, and
the depreciated carrying amount of the corresponding
leased assets is identified as right-of-use assets. There
is no impact on the opening balance of equity.
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HKFRS 16 Leases (continued)

Adoption of New and Revised Hong Kong Financial Reporting

(a) Application of new and revised HKFRSs (continued)

(b) Lessee accounting and transitional impact (continued)

The following table summaries the impacts of the
adoption of HKFRS 16 on the Group’s consolidated

BkRRZFE statement of financial position:
ROaERRBEREEAE6HNTE
Effects of adoption of HKFRS 16
RZB-N\§F RZB-N%
TZR=+-H -B-H
ZEREE ENTE HER ZGEE
Line items in the Carrying Carrying
SRAERUBREER consolidated statement amount as at amount as at
FI6RTEGRUB of financial position impacted 31 December Re-  Recognition 1 January
HRKER by the adoption of HKFRS 16 2018 classification of leases 2019
it FET TET FET AT
Note HK$'000 HK$'000 HK$'000 HK$'000
-1 Assets
FREEE Right-of-use assets - (11,190) 519,124 507,934
BehKkERe Rental and utility deposits () 76,671 - (11,337) 65,334
g Liabilities
MEARE Lease liabilities - 885 537,592 538,477
BEMENE Finance lease payables (i) 885 (885) - -
HinERES  EURE R Other payables, deposits received i)
fEirER and accrued charges 98,022 (11,190) - 86,832
i Equities
REEH Retained profits 599,685 - (29,805) 569,880
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

3.

Adoption of New and Revised Hong Kong Financial Reporting
Standards (continued)

(@) Application of new and revised HKFRSs (continued)

HKFRS 16 Leases (continued)

(b) Lessee accounting and transitional impact (continued)

(c)

Note:

()  Refundable rental deposits paid are accounted under
HKFRS 9 and initially measured at fair value. Adjustments
to fair value as at 1 January 2019 amounting to
HK$11,337,000 were included in right-of-use assets.

(i) The Group reclassified the obligation under finance leases
of HK$885,000 to lease liabilities as current liabilities at 1
January 2019.

(i) Provision of effective rent were previously recognised
under HKAS 17 as at 31 December 2018. The carrying
amount of the provision for effective rent under other
payables, deposits received and accrued charges as at
1 January 2019 was adjusted to right-of-use assets at
transition.

Impact of the financial results and cash flows of the
Group

After the initial recognition of right-of-use assets and
lease liabilities as at 1 January 2019, the Group as
a lessee is required to recognise interest expense
accrued on the outstanding balance of the lease liability,
and the depreciation of the right-of-use asset, instead
of the previous policy of recognising rental expenses
incurred under operating leases on a straight-line basis
over the lease term. This results in a positive impact
on the reported loss from operations in the Group’s
consolidated statement of profit or loss, as compared
to the results if HKAS 17 had been applied during the
year.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

3.

Adoption of New and Revised Hong Kong Financial Reporting
Standards (continued)

(@) Application of new and revised HKFRSs (continued)

HKFRS 16 Leases (continued)

(c)

Impact of the financial results and cash flows of the
Group (continued)

In the cash flow statement, the Group as a lessee is
required to split rentals paid under capitalised leases
into their principal element and interest element (note
37(b)). These elements are classified as financing cash
outflows and operating cash outflows respectively.
Although total cash flows are unaffected, the adoption
of HKFRS 16 therefore results in a significant change
in presentation of cash flows within the cash flow
statement (note 37(c)).

The following tables give an indication of the estimated
impact of the adoption of HKFRS 16 on the Group’s
financial result and cash flows for the year ended 31
December 2019, by adjusting the amounts reported
under HKFRS 16 in these consolidated financial
statements to compute estimates of the hypothetical
amounts that would have been recognised under HKAS
17 if this superseded standard had continued to apply
in 2019 instead of HKFRS 16, and by comparing these
hypothetical amounts for 2019 with the actual 2018
corresponding amounts which were prepared under
HKAS 17.

Annual Report 2019



PSRRI (2
BE—F—NF1+-A=1—HIFFE

3. RAMITREEIEEMBHREER
(&)

(a) EBRAHMIREETERMBRE
BRI (E)

BB BHEERFE165 HE
(%)

) HEAEBHHFEFRERELR
BIHE(E)

Notes to the Financial Statements (continued)
For the year ended 31 December 2019

3. Adoption of New and Revised Hong Kong Financial Reporting
Standards (continued)

(@) Application of new and revised HKFRSs (continued)

HKFRS 16 Leases (continued)

(c) Impact of the financial results and cash flows of the
Group (continued)

S S = Sk
2019 2018

i} 8

15 f¥ER2
5EE HHeE  SE-nE ETs

REER BEEN  hME-EE (EORE  2BRER BEEEE
RS F16%EE HBHE e (EWRE  RRETH
RAF6E  ZASRE EAF6RTH EUETH) Biei 25y
25288 MEBA FERRISHR (1) EAFETH) LR

Deduct:

Estimated

Deduct: amounts

HKFRS 16 related to
imputed Add back: operating  Hypothetical Compared
Amounts interest HKFRS 16 lease as amounts to amounts
reported income  depreciation ifunder  for2019as  reported for
under onrental  and interest HKAS 17 ifunder 2018 under
HKFRS 16 deposits expense (note 1) HKAS 17 HKAS 17

FEr FEr FEr FEr FEr TET
HK$'000 HK$'000 HK$'000 HK$:000 HK$:000 HK$'000

SRMBEHBREENE16%  Financial result for year ended

YEVHECE-NE 31 December 2019 impacted
TZR=+-BLEEZ by the adoption of HKFRS 16:
BBEE:
BeFR Loss from operations (71,449) (4,720) 228,494 (264,462) (112,137) (16,213)
HENA Finance costs (60,139) - 44,132 - (16,007) (16,860)
KR FIEE Loss before taxation (131,588) (4,720) 272,626 (264,462) (128,144) (33,073)
ERER Loss for the year (130,621) (4,720) 272,626 (264,462) (127,477) (39,613)
—E-NEFER 99
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

3. Adoption of New and Revised Hong Kong Financial Reporting
Standards (continued)
(a) Application of new and revised HKFRSs (continued)

HKFRS 16 Leases (continued)

(c) Impact of the financial results and cash flows of the

100

CEE(E) Group (continued)
—E-NE —ET-N\F
2019 2018
BRKE
HE2 et “E-NE2 BT \F
REEHE SEOBm BREE iisiS
B IR & 2RI REEBEH (R BEGHER
5165 ZRIE175) BERASHEN  F1UREHZ
ERvEHE (FiF1k2) 7% SHELR
Estimated
amounts
related to
operating Compared to
Amounts leases as Hypothetical amounts
reported if under amounts reported
under HKAS 17 for 2019 asif  for 2018 under
HKFRS 16 (notes 1&2) under HKAS 17 HKAS 17
FET FE FET FET
HK$’000 HK$’000 HK$’000 HK$'000
SHRMEBPERE  Line items in the
BRIE16ETE consolidated cash flow
BZ-Z-NE statement for year ended
TZA=+—-HLt 31 December 2019
FEELAELKER  impacted by the adoption
ZIEH of HKFRS 16:
mEEE )/ (FH) Cash generated from/(used in)
1e operations 236,070 (264,462) (28,392) (12,143)
BENHEERE 2 Interest element of lease
B85 rentals paid (44,207) 44,132 (75) (90)
RETHEE/ Net cash generated from/
(BR)BRLFE (used in) operating
activities 173,907 (220,330) (46,423) (28,935)
BENMHERE 2 Capital element of lease rentals
BARED paid (221,215) 220,330 (885) (1,062)
BMEEEH(ER)/ Net cash (used in)/generated
EER&FH from financing activities (313,818) 220,330 (93,488) 28,135
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

3.

Adoption of New and Revised Hong Kong Financial Reporting
Standards (continued)

(@) Application of new and revised HKFRSs (continued)

HKFRS 16 Leases (continued)

(c)

Impact of the financial results and cash flows of the

Group (continued)

Note 1:

Note 2:

The “estimated amounts related to operating leases”
is an estimate of the amounts of the cash flows in
2019 that relate to leases which would have been
classified as operating leases, if HKAS 17 had still
applied in 2019. This estimate assumes that there
were no difference between rentals and cash flows
and that all of the new leases entered into in 2019
would have been classified as operating leases under
HKAS 17, if HKAS 17 had still applied in 2019. Any
potential net tax effect is ignored.

In this impact table these cash outflows are
reclassified from financing to operating in order to
compute hypothetical amounts of net cash generated
from operating activities and net cash used in
financing activities as if HKAS 17 still applied.
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Notes to the Financial Statements (continued)

For the year ended 31 December 2019

3. Adoption of New and Revised Hong Kong Financial Reporting

Standards (continued)

(b) New and revised HKFRSs in issue but not yet effective

The Group has not early applied new and revised HKFRSs
that have been issued but are not yet effective for the
financial year beginning 1 January 2019. These new and
revised HKFRSs include the following which may be relevant

to the Group.

LA BHAsk 2 12
6 B & & B A2
Effective for
accounting periods
beginning on or after

FREMBRELAFEIRZIEF]
K2 HRE
e -RR e

BB G ERFESH ZIER]
BRUZAE
BRMBHELERFEISR -

B GTEAEI5 M
FRYBREEAFETIRZAEFT
MBEENRE

Amendments to HKFRS 3
Definition of a Business

Amendments to HKAS 1 and
HKAS 8 Definition of Material

Amendments to HKFRS 9, HKAS 39
and HKFRS 7 Interest Rate
Benchmark Reform

—E-FF—H—H
1 January 2020
—ZE-TF—H—H

1 January 2020

S =
1 January 2020

REMEBRIEHZFHET REIER]
FEMHRELEINNEXER
REHHRNTEETHE - B
AIESH &R - RN SRR
REVMBRRELEATZENT
BEMEARIE o

The Group is in the process of making an assessment of
what the impact of these amendments and new standards
is expected to be in the period of initial application. So far it
has concluded that the adoption of them is unlikely to have
a significant impact on the consolidated financial statements.
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4. Significant Accounting Policies

These consolidated financial statements have been prepared
under the historical cost convention, unless mentioned otherwise
in the accounting policies below (e.g. certain financial instruments
that are measured fair value).

The preparation of financial statements in conformity with HKFRSs
requires the use of certain critical accounting estimates. It also
requires management to exercise its judgement in the process
of applying the Group’s accounting policies. The areas where
assumptions and estimates are significant to the consolidated
financial statements are disclosed in note 5.

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

(@) Consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to
31 December. Subsidiaries are entities over which the Group
has control. The Group controls an entity when it is exposed,
or has rights, to variable returns from its involvement with
the entity and has the ability to affect those returns through
its power over the entity. The Group has power over an
entity when the Group has existing rights that give it the
current ability to direct the relevant activities, i.e. activities
that significantly affect the entity’s returns.

When assessing control, the Group considers its potential
voting rights as well as potential voting rights held by other
parties. A potential voting right is considered only if the
holder has the practical ability to exercise that right.

Subsidiaries are consolidated from the date on which control
is transferred to the Group. They are de-consolidated from
the date the control ceases.

The gain or loss on the disposal of a subsidiary that results
in a loss of control represents the difference between (i)
the fair value of the consideration of the sale plus the fair
value of any investment retained in that subsidiary and (ii)
the Company’s share of the net assets of that subsidiary
plus any remaining goodwill and any accumulated foreign
currency translation reserve relating to that subsidiary.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

(@) Consolidation (continued)

Intragroup transactions, balances and unrealised profits are
eliminated. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the
policies adopted by the Group.

Non-controlling interests represent the equity in subsidiaries
not attributable, directly or indirectly, to the Company. Non-
controlling interests are presented in the consolidated
statement of financial position and consolidated statement
of changes in equity within equity. Non-controlling interests
are presented in the consolidated statement of profit or
loss and consolidated statement of profit or loss and other
comprehensive income as an allocation of profit or loss and
total comprehensive income for the year between the non-
controlling shareholders and owners of the Company.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to
the non-controlling shareholders even if this results in the
non-controlling interests having a deficit balance.

In the Company’s statement of financial position, an
investment in a subsidiary is stated at cost less impairment
loss, unless the investment is classified as held for sale (or
included in a disposal group that is classified as held for
sale).
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BONJOUR

Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

(b) Business combination and goodwill

The acquisition method is used to account for the acquisition
of a subsidiary in a business combination. The consideration
transferred in a business combination is measured at
the acquisition-date fair value of the assets given, equity
instruments issued, liabilities incurred and any contingent
consideration. Acquisition-related costs are recognised as
expenses in the periods in which the costs are incurred and
the services are received. |dentifiable assets and liabilities
of the subsidiary in the acquisition are measured at their
acquisition-date fair values.

The excess of the sum of the consideration transferred over
the Group’s share of the net fair value of the subsidiary’s
identifiable assets and liabilities is recorded as goodwill.
Any excess of the Group’s share of the net fair value of
the identifiable assets and liabilities over the sum of the
consideration transferred is recognised in consolidated profit
or loss as a gain on bargain purchase which is attributed to
the Group.

The non-controlling interests in the subsidiary are initially
measured at the non-controlling shareholders’ proportionate
share of the net fair value of the subsidiary’s identifiable
assets and liabilities at the acquisition date.

After initial recognition, goodwill is measured at cost
less accumulated impairment losses. For the purpose
of impairment testing, goodwill acquired in a business
combination is allocated to each of the cash-generating
units (“CGUs”) or groups of CGUs that is expected to benefit
from the synergies of the combination. Each unit or group of
units to which the goodwill is allocated represents the lowest
level within the Group at which the goodwill is monitored for
internal management purposes. Goodwill impairment reviews
are undertaken annually, or more frequently if events or
changes in circumstances indicate a potential impairment.
The carrying value of the CGU containing the goodwill is
compared to its recoverable amount, which is the higher of
value in use and the fair value less costs of disposal. Any
impairment is recognised immediately as an expense and is
not subsequently reversed.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

(c) Foreign currency translation

(M

(ii)

(iii)

Functional and presentation currency

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

Transactions and balances in each entity’s
financial statements

Transactions in foreign currencies are translated into
the functional currency on initial recognition using the
exchange rates prevailing on the transaction dates.
Monetary assets and liabilities in foreign currencies are
translated at the exchanges rates at the end of each
reporting period. Gains and losses resulting from this
translation policy are recognised in profit or loss.

Translation on consolidation

The results and financial position of all the Group
entities that have a functional currency different from
the Company’s presentation currency are translated
into the Company’s presentation currency as follows:

—  Assets and liabilities for each statement of financial
position presented are translated at the closing
rate at the date of that statement of financial
position;

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

— All resulting exchange differences are recognised
in other comprehensive income and accumulated
in the foreign currency translation reserve.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

(c)

Foreign currency translation (continued)

(iii) Translation on consolidation (continued)

On consolidation, exchange differences arising from the
translation of monetary items that form part of the net
investment in foreign entities are recognised in other
comprehensive income and accumulated in the foreign
currency translation reserve. When a foreign operation
is sold, such exchange differences are reclassified to
consolidated profit or loss as part of the gain or loss on
disposal.

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

(d) Property, plant and equipment

Property, plant and equipment including buildings and
leasehold land, held for use in the production or supply of
goods or services, or for administrative purposes are stated
in the consolidated statement of financial position at cost,
less subsequent accumulated depreciation and subsequent
accumulated impairment losses, if any.

When the Group makes payments for ownership interests of
properties which includes both leasehold land and building
elements, the entire consideration is allocated between the
leasehold land and the building elements in proportion to the
relative fair values at initial recognition.

To the extent the allocation of the relevant payments can be
made reliably, interest in leasehold land that is accounted
for as an operating lease is presented as right-of-use assets
in the consolidated statement of financial position. When
the consideration cannot be allocated reliably between
non-lease building element and undivided interests in the
underlying leasehold land, the entire properties are classified
as property, plant and equipment.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

(d) Property, plant and equipment (continued)

(e)

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the
cost of the item can be measured reliably. All other repairs
and maintenance are recognised in profit or loss during the
period in which they are incurred.

Depreciation of property, plant and equipment is calculated
at rates sufficient to write off their cost over the estimated
useful lives on a straight-line basis. The principal annual
rates are as follows:

2% or over the lease term
Over the period of lease or
their expected useful lives to
the Group whichever is shorter
10% - 20%

Land and buildings
Leasehold
improvements

Furniture, fixtures
and equipment

Motor vehicles 30%

The useful lives and depreciation method are reviewed and

adjusted, if appropriate, at the end of each reporting period.

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

Leases

At inception of a contract, the Group assesses whether the
contract is, or contains, a lease. A contract is, or contains,
a lease if the contract conveys the right to control the use
of an identified asset for a period of time in exchange for
consideration. Control is conveyed where the customer has
both the right to direct the use of the identified asset and
to obtain substantially all of the economic benefits from that
use.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

(e)

Leases (continued)

(i) The Group as a lessee

Policy applicable from 1 January 2019

Where the contract contains lease component(s) and
non-lease component(s), the Group has elected not
to separate non-lease components and accounts for
each lease component and any associated non-lease
components as a single lease component for all leases.

At the lease commencement date, the Group
recognises a right-of-use asset and a lease liability,
except for short-term leases that have a lease term
of 12 months or less and leases of low-value assets
which, for the Group are primarily advertising spaces.
When the Group enters into a lease in respect of a low-
value asset, the Group decides whether to capitalise the
lease on a lease-by-lease basis. The lease payments
associated with those leases which are not capitalised
are recognised as an expense on a systematic basis
over the lease term.

Where the lease is capitalised, the lease liability is
initially recognised at the present value of the lease
payments payable over the lease term, discounted
using the interest rate implicit in the lease or, if that
rate cannot be readily determined, using a relevant
incremental borrowing rate. After initial recognition, the
lease liability is measured at amortised cost and interest
expense is calculated using the effective interest
method. Variable lease payments that do not depend
on an index or rate are not included in the measurement
of the lease liability and hence are charged to profit or
loss in the accounting period in which they are incurred.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

(e) Leases (continued)

0]

The Group as a lessee (continued)

Policy applicable from 1 January 2019 (continued)

The right-of-use asset recognised when a lease is
capitalised is initially measured at cost, which comprises
the initial amount of the lease liability plus any lease
payments made at or before the commencement
date, and any initial direct costs incurred. Where
applicable, the cost of the right-of-use assets also
includes an estimate of costs to dismantle and remove
the underlying asset or to restore the underlying asset
or the site on which it is located, discounted to their
present value, less any lease incentives received. The
right-of-use asset is subsequently stated at cost less
accumulated depreciation and impairment losses.

Right-of-use assets in which the Group is reasonably
certain to obtain ownership of the underlying leased
assets at the end of the lease term are depreciated
from commencement date to the end of the useful
life. Otherwise, right-of-use assets are depreciated on
a straight-line basis over the shorter of its estimated
useful life and the lease term.

Refundable rental deposits paid are accounted
under HKFRS 9 and initially measured at fair value.
Adjustments to fair value at initial recognition are
considered as additional lease payments and included
in the cost of right-of-use assets.

The lease liability is remeasured when there is a change
in future lease payments arising from a change in an
index or rate, or there is a change in the Company’s
estimate of the amount expected to be payable under
a residual value guarantee, or there is a change arising
from the reassessment of whether the Group will be
reasonably certain to exercise a purchase, extension
or termination option. When the lease liability is
remeasured in this way, a corresponding adjustment is
made to the carrying amount of the right-of-use asset,
or is recorded in profit or loss if the carrying amount of
the right-of-use asset has been reduced to zero.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

(e)

Leases (continued)

(i) The Group as a lessee (continued)

Policy applicable from 1 January 2019 (continued)

The Group presents right-of-use assets that do not
meet the definition of investment properties and lease
liabilities separately in the consolidated statement of
financial position.

Policy prior to 1 January 2019

In the comparative period, as a lessee the Group
classified leases as finance leases if the leases
transferred substantially all the risks and rewards of
ownership to the Group. Leases which did not transfer
substantially all the risks and rewards of ownership to
the Group were classified as operating leases.

Where the Group acquired the use of assets under
finance leases, the amounts representing the fair value
of the leased asset, or, if lower, the present value of
the minimum lease payments, of such assets were
recognised as property, plant and equipment and
the corresponding liabilities, net of finance charges,
were recorded as obligations under finance leases.
Depreciation was provided at rates which wrote off
the cost or valuation of the assets over the term of
the relevant lease or, where it was likely the Group
would obtain ownership of the asset, the life of the
asset. Finance charges implicit in the lease payments
were charged to profit or loss over the period of the
leases so as to produce an approximately constant
periodic rate of charge on the remaining balance of
the obligations for each accounting period. Contingent
rentals were charged to profit or loss in the accounting
period in which they were incurred.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

(e)

)

(9)

Leases (continued)
(i) The Group as a lessee (continued)

Policy prior to 1 January 2019 (continued)

Where the Group had the use of assets held under
operating leases, payments made under the leases
were charged to profit or loss in equal instalments
over the accounting periods covered by the lease
term, except where an alternative basis was more
representative of the pattern of benefits to be derived
from the leased asset. Lease incentives received were
recognised in profit or loss as an integral part of the
aggregate net lease payments made. Contingent rentals
were charged to profit or loss in the accounting period
in which they were incurred.

(i) The Group as a lessor

When the Group acts as a lessor, it determines at lease
inception whether each lease is a finance lease or an
operating lease. A lease is classified as a finance lease
if it transfers substantially all the risks and rewards
incidental to the ownership of an underlying assets to
the lessee. If this is not the case, the lease is classified
as an operating lease.

Other intangible assets

Intangible assets acquired separately — brand names
and others

Brand names and other intangible assets are stated at
cost less accumulated amortisation and impairment losses.
Amortisation is calculated on a straight-line basis over their
estimated useful lives of 10 years.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the weighted average 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.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

(h) Recognition and derecognition of financial instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when the Group
entity becomes a party to the contractual provisions of the
instrument.

Financial assets and financial liabilities are initially measured
at fair value. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and financial
liabilities are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on initial
recognition.

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the
risks and rewards of ownership of the asset to another entity.
If the Group neither transfers nor retains substantially all the
risks and rewards of ownership and continues to control the
transferred asset, the Group recognises its retained interest
in the asset and an associated liability for amounts it may
have to pay. If the Group retains substantially all the risks
and rewards of ownership of a transferred financial asset,
the Group continues to recognise the financial asset and
also recognises a collateralised borrowing for the proceeds
received.

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or
have expired. The difference between the carrying amount of
the financial liability derecognised and the consideration paid
and payable, including any non-cash assets transferred or
liabilities assumed, is recognised in profit or loss.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

(i)

Financial assets

All regular way purchases or sales of financial assets are
recognised and derecognised on a trade date basis. Regular
way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the time frame
established by regulation or convention in the marketplace.
All recognised financial assets are measured subsequently in
their entirety at either amortised cost or fair value, depending
on the classification of the financial assets.

Equity investments

An investment in equity securities is classified as fair value
through profit or loss (“FVTPL”) unless the equity investment
is not held for trading purposes and on initial recognition of
the investment the Group makes an election to designate the
investment at FVTOCI (non-recycling) such that subsequent
changes in fair value are recognised in other comprehensive
income. Such elections are made on an instrument-by-
instrument basis, but may only be made if the investment
meets the definition of equity from the issuer’s perspective.
Where such an election is made, the amount accumulated in
other comprehensive income remains in the fair value reserve
(non-recycling) until the investment is disposed of. At the
time of disposal, the amount accumulated in the fair value
reserve (non-recycling) is transferred to retained earnings.
It is not recycled through profit or loss. Dividends from
an investment in equity securities, irrespective of whether
classified as at FVTPL or FVTOCI, are recognised in profit or
loss as other income.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

)]

(k)

0

(m)

Trade and other receivables

A receivable is recognised when the group has an
unconditional right to receive consideration. A right to
receive consideration is unconditional if only the passage
of time is required before payment of that consideration is
due. If revenue has been recognised before the group has
an unconditional right to receive consideration, the amount is
presented as a contract asset.

Receivables are stated at amortised cost using the effective
interest method less allowance for credit losses.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and
on hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments that
are readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes in value,
having been within three months of maturity at acquisition.
Bank overdrafts that 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 for
the purpose of the consolidated statement of cash flow.
Cash and cash equivalents are assessed for expected credit
losses (“ECL”).

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 reporting period.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

(n)

(o)

(p)

(q)

Financial guarantee contracts

Financial guarantee contracts are recognised as a financial
liability at the time the guarantee is issued. The liability is
initially measured at fair value and subsequently at the higher
of:

-  the amount determined in accordance with the ECL
model under HKFRS 9 and

—  the amount initially recognised less, where appropriate,
the cumulative amount of income recognised in
accordance with the principles of HKFRS 15.

The fair value of financial guarantees is determined based on
the present value of the difference in cash flows between the
contractual payments required under the debt instrument
and the payments that would be required without the
guarantee, or the estimated amount that would be payable
to a third party for assuming the obligations.

Trade and other payables

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

Equity instruments

Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.

Revenue and other income

Revenue is recognised when control over a product or
service is transferred to the customer, at the amount of
promised consideration to which the Group is expected to
be entitled, excluding those amounts collected on behalf of
third parties. Revenue excludes value added tax or other
sales taxes and is after deduction of any trade discounts.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

(q) Revenue and other income (continued)

Revenue from the sale of merchandise is recognised when
control of the goods has transferred, being at the point the
customer purchases the merchandise at the retail shops.
Payment of the transaction price is due immediately at the
point the customer purchases the merchandise. Under
the Group’s standard contract terms, customers have a
right of return within 30 days. At the point of sale, a refund
liability and a corresponding adjustment to revenue is
recognised for those products expected to be returned.
At the same time, the Group has a right to recover the
product when customers exercise their right of return so
consequently recognises a right to returned goods asset and
a corresponding adjustment to cost of sales. The Group uses
its accumulated historical experience to estimate the number
of returns on a portfolio level using the expected value
method. It is considered highly probable that a significant
reversal in the cumulative revenue recognised will not occur
given the consistent level of returns over previous years.

Interest income is recognised as it accrues using the
effective interest method. For financial assets measured at
amortised cost or FVTOCI (recycling) that are not credit-
impaired, the effective interest rate is applied to the gross
carrying amount of the asset. For credit impaired financial
assets, the effective interest rate is applied to the amortised
cost (i.e. gross carrying amount net of loss allowance) of the
asset.

Revenue from the wedding planning services is recognised
when the service is provided.

Dividend income is recognised when the shareholders’ rights
to receive payment are established.

Rental income receivable under operating leases is
recognised in profit or loss in equal instalments over the
periods covered by the lease term, except where an
alternative basis is more representative of the pattern of
benefits to be derived from the use of the leased asset.
Lease incentives granted are recognised in profit or loss
as an integral part of the aggregate net lease payments
receivable. Variable lease payments that do not depend
on an index or a rate are recognised as income in the
accounting period in which they are earned.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

Ui

Employee benefits

0]

(ii)

(iii)

Employee leave entitlements

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

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

Pension obligations

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

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 profit or loss when incurred.

Long service payment liabilities

The Group’s net liability 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 the present value of long service payment
obligation less the entitlements accrued under the
Group’s defined contribution retirement scheme that is
attributable to contributions made by the Group.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

(r)

(s)

Employee benefits (continued)

(iii) Long service payment liabilities (continued)

The long service payment obligation is calculated
annually by independent actuaries using the projected
unit credit method. The present value of the long
service payment obligation is determined by discounting
the estimated future cash outflows using interest rates
of high-quality corporate bonds that are denominated in
the currency in which the benefits will be paid, and that
have terms to maturity approximating the terms of the
related pension obligation. If there is no deep market in
such bonds, the market rates on government bonds are
used.

Remeasurements of the net long service payment
liability which include actuarial gains and losses are
recognised in other comprehensive income in the
period in which they arise and will not be reclassified to
profit or loss. Service costs and interest on the net long
service payment liability are recognised immediately in
profit or loss.

Interest on the net long service payment liability is
determined by multiplying the net long service payment
liability by the discount rate used to measure long
service payment obligation at the start of the annual
reporting period, taking account of any changes in the
net long service payment liability during the period as a
result of benefit payments.

Share-based payments

The Group issues equity-settled share-based payments
to certain directors, employees and consultants. Equity-
settled share-based payments to directors and employees
are measured at the fair value (excluding the effect of non-
market based vesting conditions) of the equity instruments
at the date of grant. The fair value determined at the
grant date of the equity-settled share-based payments is
expensed on a straight-line basis over the vesting period,
based on the Group’s estimate of shares that will eventually
vest and adjusted for the effect of non-market based vesting
conditions.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

(s) Share-based payments (continued)

®

Equity-settled share-based payments to consultants are
measured at the fair value of the services rendered or, if
the fair value of the services rendered cannot be reliably
measured, at the fair value of the equity instruments granted.
The fair value is measured at the date the Group receives
the services and is recognised as an expense.

Borrowing costs

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

To the extent that funds are borrowed generally and used
for the purpose of obtaining a qualifying asset, the amount
of borrowing costs eligible for capitalisation is determined
by applying a capitalisation rate to the expenditures on
that asset. The capitalisation rate is the weighted average
of the borrowing costs applicable to the borrowings of the
Group that are outstanding during the period, other than
borrowings made specifically for the purpose of obtaining a
qualifying asset.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

(u) Taxation

Income tax represents the sum of the current tax and
deferred tax.

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from profit recognised in
profit or loss because of items of income or expense that
are taxable or deductible in other years and items that are
never taxable or deductible. The Group’s liability for current
tax is calculated using tax rates that have been enacted or
substantively enacted by the end of the reporting period.

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

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

The carrying amount of deferred tax assets is reviewed at
the end of each reporting period and reduced to the extent
that it is no longer probable that sufficient taxable profits will
be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the asset
is realised, based on tax rates that have been enacted or
substantively enacted by the end of the reporting period.
Deferred tax is recognised in profit or loss, except when it
relates to items recognised in other comprehensive income
or directly in equity, in which case the deferred tax is also
recognised in other comprehensive income or directly in
equity.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

(u) Taxation (continued)

v)

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

For the purposes of measuring deferred tax for leasing
transactions in which the Group recognises the right-of-
use assets and the related lease liabilities, the Group first
determines whether the tax deductions are attributable to
the right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies HKAS
12 requirements to right-of-use assets and lease liabilities
separately. Temporary differences relating to right-of-
use assets and lease liabilities are not recognised at initial
recognition and over the lease terms due to application of
the initial recognition exemption.

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.

Impairment of non-financial assets

The carrying amounts of non-financial assets are reviewed
at each reporting date for indications of impairment and
where an asset is impaired, it is written down as an expense
through the consolidated statement of profit or loss to its
estimated recoverable amount. The recoverable amount is
determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those
from other assets or groups of assets. If this is the case,
recoverable amount is determined for the cash-generating
unit to which the asset belongs. Recoverable amount is
the higher of value in use and the fair value less costs of
disposal of the individual asset or the cash-generating unit.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

(v)

(w)

Impairment of non-financial assets (continued)

Value in use is the present value of the estimated future
cash flows of the asset/cash-generating unit. Present values
are computed using pre-tax discount rates that reflect the
time value of money and the risks specific to the asset/cash-
generating unit whose impairment is being measured.

Impairment losses for cash-generating units are allocated
first against the goodwill of the unit and then pro rata
amongst the other assets of the cash-generating unit.
Subsequent increases in the recoverable amount caused
by changes in estimates are credited to profit or loss to the
extent that they reverse the impairment.

Impairment of financial assets

The Group recognises a loss allowance for expected credit
losses on trade receivables. The amount of expected credit
losses is updated at each reporting date to reflect changes
in credit risk since initial recognition of the respective
financial instrument.

The Group always recognises lifetime ECL for trade
receivables. The expected credit losses on these financial
assets are estimated using a provision matrix based on
the Group’s historical credit loss experience, adjusted for
factors that are specific to the debtors, general economic
conditions and an assessment of both the current as well
as the forecast direction of conditions at the reporting date,
including time value of money where appropriate.

For all other financial instruments, the Group recognises
lifetime ECL when there has been a significant increase in
credit risk since initial recognition. However, if the credit risk
on the financial instrument has not increased significantly
since initial recognition, the Group measures the loss
allowance for that financial instrument at an amount equal to
12-month ECL.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

Significant Accounting Policies (continued)

(w) Impairment of financial assets (continued)

Lifetime ECL represents the expected credit losses that will
result from all possible default events over the expected
life of a financial instrument. In contrast, 12-month ECL
represents the portion of lifetime ECL that is expected to
result from default events on a financial instrument that are
possible within 12 months after the reporting date.

Significant increase in credit risk

In assessing whether the credit risk on a financial instrument
has increased significantly since initial recognition, the
Group compares the risk of a default occurring on the
financial instrument at the reporting date with the risk of a
default occurring on the financial instrument at the date of
initial recognition. In making this assessment, the Group
considers both quantitative and qualitative information
that is reasonable and supportable, including historical
experience and forward-looking information that is available
without undue cost or effort. Forward-looking information
considered includes the future prospects of the industries in
which the Group’s debtors operate, obtained from economic
expert reports, financial analysts, governmental bodies,
relevant think-tanks and other similar organisations, as well
as consideration of various external sources of actual and
forecast economic information that relate to the Group’s
core operations.

In particular, the following information is taken into
account when assessing whether credit risk has increased
significantly since initial recognition:

— an actual or expected significant deterioration in the
financial instrument’s external (if available) or internal
credit rating;

—  significant deterioration in external market indicators of
credit risk for a particular financial instrument;

— existing or forecast adverse changes in business,
financial or economic conditions that are expected to
cause a significant decrease in the debtor’s ability to
meet its debt obligations;

— an actual or expected significant deterioration in the
operating results of the debtor;

— significant increases in credit risk on other financial
instruments of the same debtor;

— an actual or expected significant adverse change in the
regulatory, economic, or technological environment of
the debtor that results in a significant decrease in the
debtor’s ability to meet its debt obligations.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

(w) Impairment of financial assets (continued)

Significant increase in credit risk (continued)

Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk on a financial
asset has increased significantly since initial recognition
when contractual payments are more than 30 days past
due, unless the Group has reasonable and supportable
information that demonstrates otherwise.

Despite the foregoing, the Group assumes that the credit risk
on a financial instrument has not increased significantly since
initial recognition if the financial instrument is determined
to have low credit risk at the reporting date. A financial
instrument is determined to have low credit risk if:

()  The financial instrument has a low risk of default,

(i) The debtor has a strong capacity to meet its contractual
cash flow obligations in the near term, and

(i) Adverse changes in economic and business conditions
in the longer term may, but will not necessarily, reduce
the ability of the borrower to fulfil its contractual cash
flow obligations.

The Group considers a financial asset to have low credit
risk when the asset has external credit rating of “investment
grade” in accordance with the globally understood definition
or if an external rating is not available, the asset has an
internal rating of “performing”. Performing means that the
counterparty has a strong financial position and there is no
past due amounts.

The Group regularly monitors the effectiveness of the criteria
used to identify whether there has been a significant increase
in credit risk and revises them as appropriate to ensure that
the criteria are capable of identifying significant increase in
credit risk before the amount becomes past due.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

(w) Impairment of financial assets (continued)

Definition of default

The Group considers the following as constituting an event
of default for internal credit risk management purposes as
historical experience indicates that receivables that meet
either of the following criteria are generally not recoverable.

— when there is a breach of financial covenants by the
counterparty; or

— information developed internally or obtained from
external sources indicates that the debtor is unlikely to
pay its creditors, including the Group, in full (without
taking into account any collaterals held by the Group).

Irrespective of the above analysis, the Group considers that
default has occurred when a financial asset is more than
90 days past due unless the Group has reasonable and
supportable information to demonstrate that a more lagging
default criterion is more appropriate.

Credit-impaired financial assets

A financial asset is credit-impaired when one or more events
that have a detrimental impact on the estimated future cash
flows of that financial asset have occurred. Evidence that a
financial asset is credit-impaired includes observable data
about the following events:

— significant financial difficulty of the issuer or the
counterparty;

- a breach of contract, such as a default or past due
event;

— the lender(s) of the counterparty, for economic or
contractual reasons relating to the counterparty’s
financial difficulty, having granted to the counterparty
a concession(s) that the lender(s) would not otherwise
consider; or

— it is becoming probable that the counterparty will enter
bankruptcy or other financial reorganization; or

—  the disappearance of an active market for that financial
asset because of financial difficulties.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

(w) Impairment of financial assets (continued)

Write-off policy

The Group writes off a financial asset when there is
information indicating that the debtor is in severe financial
difficulty and there is no realistic prospect of recovery,
including when the debtor has been placed under liquidation
or has entered into bankruptcy proceedings, or in the
case of trade receivables, when the amounts are over two
years past due, whichever occurs sooner. Financial assets
written off may still be subject to enforcement activities
under the Group’s recovery procedures, taking into account
legal advice where appropriate. Any recoveries made are
recognised in profit or loss.

Measurement and recognition of ECL

The measurement of expected credit losses is a function
of the probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and the exposure
at default. The assessment of the probability of default and
loss given default is based on historical data adjusted by
forward-looking information as described above. As for the
exposure at default, for financial assets, this is represented
by the assets’ gross carrying amount at the reporting date;
for financial guarantee contracts, the exposure includes the
amount drawn down as at the reporting date, together with
any additional amounts expected to be drawn down in the
future by default date determined based on historical trend,
the Group’s understanding of the specific future financing
needs of the debtors, and other relevant forward-looking
information.

For financial assets, the expected credit loss is estimated
as the difference between all contractual cash flows that are
due to the Group in accordance with the contract and all the
cash flows that the Group expects to receive, discounted at
the original effective interest rate.

If the Group has measured the loss allowance for a financial
instrument at an amount equal to lifetime ECL in the previous
reporting period, but determines at the current reporting
date that the conditions for lifetime ECL are no longer met,
the Group measures the loss allowance at an amount equal
to 12-month ECL at the current reporting date, except for
assets for which simplified approach was used.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

4,

Significant Accounting Policies (continued)

(w)

(x)

v)

Impairment of financial assets (continued)
Measurement and recognition of ECL (continued)

The Group recognises an impairment gain or loss in profit
or loss for all financial instruments with a corresponding
adjustment to their carrying amount through a loss allowance
account.

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 reporting period

Events after the reporting period that provide additional
information about the Group’s position at the end of the
reporting period are adjusting events and are reflected in the
consolidated financial statements. Events after the reporting
period that are not adjusting events are disclosed in the
notes to the consolidated financial statements when material.

Annual Report 2019



5.

PSRRI (2
BE—F—NF1+-A=1—HIFFE
BRI R BT
FE FAE 5 BUR 2 B 5 )

REREBRBREY  EFCIFD
UTHGEEHBERRTAERCEL
BEATENHE (ETXEES R
BT e HIERRR S o

(@)

(b)

HFLRAMBRRDIRFBELE
HEERHE  HAMMERT@AE
BERNTREE  R(b)IRTTEE
ERAKENEEESHRER
Bx - ARFBNEAMBRE
By ET23t e o

EEHEFH

KRB EHEE S A AKEATT
FEEREEENHENEEFH
B AREFGITHEERSER
RFRENE - BRI RELESAS
BITERFENEEERENME
HEEEREBER  BRERRK
R BETHERERZERE
EHAEEZENERE -

—RME  ARAREEAZERE
MEEMTNELEEAKAREH
Xl HmEREPLER
EERERENHEYESAEE
BE-E-—FTENFL2HME
18 -

EHRAKE A HIEEANNE
REHREAES @ BIEHFHE
MEFH NAMBFE  LHE
EXHEHEFS -

—E-REEH

BONJOUR

Notes to the Financial Statements (continued)
For the year ended 31 December 2019

5. Critical Judgements and Key Estimates

Critical judgements in applying accounting policies

In the process of applying the accounting policies, the directors
have made the following judgements that have the most
significant effect on the amounts recognised in the consolidated
financial statements (apart from those involving estimations, which
are dealt with below).

(a)

(b)

Going concern basis

These consolidated financial statements have been prepared
on a going concern basis, the validity of which depends
upon (a) the level of demand for the Group’s product; and
(b) the availability of bank to finance the working capital
requirements of the Group. Details are explained in note 2 to
the consolidated financial statements.

Determining the lease term

In determining the lease term at the commencement date
for leases that include renewal options exercisable by the
Group, the Group evaluates the likelihood of exercising the
renewal options taking into account all relevant facts and
circumstances that create an economic incentive for the
Group to exercise the option, including favourable terms,
leasehold improvements undertaken and the importance of
that underlying asset to the Group’s operation.

Generally, periods covered by an extension option in other
properties leases have not been included in the lease
liability because the Group could replace the assets without
significant cost or business disruption. See note 18 for
further information.

The lease term is reassessed when there is a significant
event or significant change in circumstance that is within the
Group’s control. During the current financial year, no lease
term has been reassessed.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

5.

Critical Judgements and Key Estimates (continued)
Key sources of estimation uncertainty

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

(a) Impairment of property, plant and equipment and
right-of-use assets

Property, plant and equipment and right-of-use assets
are stated at costs less accumulated depreciation and
impairment, if any. In determining whether an asset is
impaired, the Group has to exercise judgment and make
estimation, particularly in assessing: (1) whether an event
has occurred or any indicators that may affect the asset
value; (2) whether the carrying value of an asset can be
supported by the recoverable amount, in the case of value
in use, the net present value of future cash flows which
are estimated based upon the continued use of the asset;
and (3) the appropriate key assumptions to be applied in
estimating the recoverable amounts including cash flow
projections and an appropriate discount rate. When it is not
possible to estimate the recoverable amount of an individual
asset (including right-of-use assets), the Group estimates the
recoverable amount of the cash-generating unit to which the
assets belongs. Changing the assumptions and estimates,
including the discount rates or the growth rate in the cash
flow projections, could materially affect the net present value
used in the impairment test.

The carrying amount of property, plant and equipment
and right-of-use assets as at 31 December 2019
were HK$671,019,000 (2018: HK$706,071,000) and
HK$406,260,000 (2018: nil) respectively.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

5.

Critical Judgements and Key Estimates (continued)

Key sources of estimation uncertainty (continued)

(b)

(c)

(d)

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 end of the reporting
period was HK$5,520,000. Details of the impairment loss
calculation are provided in note 19 to the consolidated
financial statements.

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. During
the year, income tax of HK$967,000 was credited (2018:
HK$6,540,000 was charged) to profit or loss based on the
estimated loss.

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.

As at 31 December 2019, allowance for slow-moving
inventories amounted to HK$98,000 (2018: HK$237,000).
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

5.

CRITICAL JUDGEMENTS AND KEY ESTIMATES (continued)

Key sources of estimation uncertainty (continued)

(e) Fair value of financial assets at FVTOCI

In the absence of quoted market price in an active market,
the directors estimate the fair value of the Group’s financial
assets at FVTOCI, details of which are set out in note 21 to
the consolidated financial statements, by reference to the
valuation carried out by an external independent valuer. In
determining the fair value, the valuer has utilised a method of
valuation which involves certain estimates, including but not
limited to, selection of market comparables and application
of liquidity discount. The directors have exercised their
judgement and are satisfied that the method of valuation and
inputs used are reflective of the current market conditions.

The carrying amount of the financial assets at FVTOCI
as at 31 December 2019 was HK$77,838,000 (2018:
HK$83,212,000).

Financial Risk Management

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

(a)

Foreign currency risk

The Group has minimal exposure to foreign currency risk as
most of its business transactions, assets and liabilities are
principally denominated in the functional currencies of the
Group entities except for certain purchases transactions,
trade finance loans and bank balances denominated in
Japanese Yen (“JPY”), Renminbi (“RMB”), United States
Dollars (“USD”) and Euro (“EUR”) that result in certain foreign
currency risk. The Group currently does not have a foreign
currency hedging policy in respect of foreign currency
transactions, assets and liabilities. The Group monitors its
foreign currency exposure closely and will consider hedging
significant foreign currency exposure should the need arise.

At 31 December 2019, if the HKD had weakened or
strengthened 5 per cent against the RMB with all other
variables held constant, consolidated loss after tax for the
year and the equity would have been HK$40,000 lower or
higher (2018: HK$105,000), arising mainly as a result of the
foreign exchange gain or loss on bank deposits denominated
in RMB.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

6.

Financial Risk Management (continued)

(a)

(b)

(c)

Foreign currency risk (continued)

At 31 December 2019, if the HKD had weakened or
strengthened 10 per cent against the JPY with all other
variables held constant, consolidated loss after tax for the
year and the equity would have been HK$493,000 higher or
lower (2018: HK$1,230,000), arising mainly as a result of the
foreign exchange loss or gain on trade payables and trade
finance loans denominated in JPY.

Price risk

The Group is exposed to equity price risk mainly through its
investment in equity securities. The Group’s equity price risk
is mainly concentrated on equity securities quoted on the
Stock Exchange.

The sensitivity analyses below have been determined
based on the exposure to equity price risk at the end of the
reporting period.

If equity prices had been 10% (2018: 10%) higher or
lower, other comprehensive income for the year ended 31
December 2019 would decrease by HK$287,000 or increase
by HK$287,000 (2018: decrease by HK$293,000 or increase
by HK$312,000) as a result of the changes in fair value of
financial assets at FVTOCI.

Credit risk

Credit risk is the risk that a counterparty will not meet
its obligations under a financial instrument or customer
contract, leading to a financial loss. The Group is exposed
to credit risk from its operating activities (primarily trade
receivables) and from its financing activities, including
deposits with banks and financial institutions, foreign
exchange transactions and other financial instruments. The
Group’s exposure to credit risk arising from cash and cash
equivalents is limited because the counterparties are banks
and financial institutions with high credit-rating assigned
by international credit-rating agencies, for which the Group
considers to have low credit risk.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

6. Financial Risk Management (continued)
(c) Credit risk (continued)
Trade receivables

Customer credit risk is managed by each business unit
subject to the Group’s established policy, procedures
and control relating to customer credit risk management.
Individual credit evaluations are performed on all customers
requiring credit over a certain amount. These evaluations
focus on the customer’s past history of making payments
when due and current ability to pay, and take into account
information specific to the customer as well as pertaining to
the economic environment in which the customer operates.
Trade receivables are due within 150 days from the date of
billing. Debtors with balances that are more than 12 months
past due are requested to settle all outstanding balances
before any further credit is granted. Normally, the Group
does not obtain collateral from customers.

The Group measures loss allowances for trade receivables
at an amount equal to lifetime ECLs, which is calculated
using a provision matrix. As the Group’s historical credit
loss experience does not indicate significantly different loss
patterns for different customer segments, the loss allowance
based on past due status is not further distinguished
between the Group’s different customer bases.

Expected loss rates are based on actual loss experience
over the past 2 years. These rates are adjusted to reflect
differences between economic conditions during the period
over which the historic data has been collected, current
conditions and the Group’s view of economic conditions
over the expected lives of the receivables.
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Notes to the Financial Statements (continued)

For the year ended 31 December 2019

6. Financial Risk Management (continued)

(d) Liquidity risk

BONJOUR

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 based on contractual undiscounted
cash flows of the Group’s financial liabilities is as follows:

PR-EF —-£Z MEE
REX MEHE IFHE RENLE
Less than
1 year or Between Between Over
ondemand 1and2years 2and5 years 5years
FHET FET FETL FET
HK$'000 HK$'000 HK$'000 HK$'000
RZZ-NF+=-RA=+—H At31December 2019
ECPEY NS Trade and other payables 168,998 321 - -
BITIER Bank borrowings 192,340 26,304 144,541 83,169
258 é‘ﬁk Trade finance loans 40,047 - - -
[EREEE AR Amounts due to related
companies 23,553 - - -
RE—HEBARZER Loan from a related company 250 5,000 - -
HEBE Lease liabilities 200,520 147,756 159,363 2,255
RZZE-N\E+=ZA=+—H At31December 2018
B NEMENERER Trade and other payables 209,851 113 - -
RITREN Bank borrowings 269,032 20,395 43,920 75,970
EIMEER Trade finance loans 27,426 - - -
BEHE r‘ﬂlﬁ Finance lease payables 960 - - -
JE 1 BB A7 Amounts due to related
companies 3,346 - -
RE—HBHARZER Loan from a related company 6,517 125,000 - -
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B ERRMIEE(E) Notes to the Financial Statements (continued)
HE—FE—-HFf+-—A=+—HIFFEF For the year ended 31 December 2019
6. HIHKRKMEE(E) 6. Financial Risk Management (continued)
(e) FIEmEp (e) Interest rate risk
AEBAEE 2 FIXEREZER The Group's exposure to interest rate risk mainly arises from
BERITER - RITERRE S its bank deposits, bank borrowings and trade finance loans.
BVEER o ZET R RE AT These deposits and borrowings bear interests at variable
B2 RBIRZSFRE - F rates that vary with the then prevailing market condition.
MEaepEEERmamEs -
RZE—NF+=-_A=+—H" At 31 December 2019, if interest rates at that date had
fii A 5% B 2 F1) 2= 318 hn =k 4> 100 been 100 basis points lower or higher with all other variables
B2+ mATBEEMAEAZE held constant, consolidated loss after tax for the year and
METE  KEEZEAGRH the equity would have been HK$3,068,000 lower or higher
“EEEEZRER D IE N (2018: HK$2,418,000), arising mainly as a result of lower
3,068,000/ j;t ( Z & — J\4F or higher net interest expense on interest-bearing cash at
2,418,000/ L) * X BIRN G banks, bank borrowings and trade finance loans.
BR1TRE - RITERRE SR
BER MBS FRER D i
e
(H =EITEER () Categories of financial instruments
—E-hEF —E-NF
2019 2018
FET FEIT
HK$°000 HK$'000
SRIEE - Financial assets:
LABE SR A RTE /) Financial assets measured at amortised
TREE cost 179,449 347,247
RUATEFT AHAM Financial assets measured
ZEHNBEZERMERE at FVTOCI:
IRAT AR Equity instruments 77,838 83,212
eHEesE: Financial liabilities:
DRk ANETE/ME R A& Financial liabilities at amortised cost 645,774 759,240
(99 2¥E (9) Fair values
REBRERE BB R KR A R iR The carrying amounts of the Group’s financial assets and
ZEBMEERERABZRAEE financial liabilities as reflected in the consolidated statement
BMEREZAFERE ° of financial position approximate their respective fair values.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

7. Fair Value Measurements

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

Level 1 inputs:

Level 2 inputs:

Level 3 inputs:

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

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

unobservable inputs for the asset or liability.

The Group’s policy is to recognise transfers into and transfers out
of any of the three levels as of the date of the event or change in
circumstances that caused the transfer.
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HE—FE—-HFf+-—A=+—HIFFEF For the year ended 31 December 2019
7. ATEEZE) 7. Fair Value Measurements (continued)
(@ A+T-A=1+—HBHEAQAFESH (a) Disclosures of level in fair value hierarchy at 31 December:
ER 2 55 -
FERUT
EHEE
AYFE: st
FE3K —E-hF
Fair value
measurements
using: Total
Level 3 2019
FET FET
=3 Description HK$°000 HK$’000
BEMAFETE Recurring fair value measurements:
ERWMEE Financial assets
AR FEEET AH AL 2 E S Financial assets at FVTOCI
ZEREE ETIRAES Listed equity securities 77,838 77,838
FEE Total 77,838 77,838
FARUT
B
NE et
FE3 —E-N\F
Fair value
measurements
using: Total
Level 3 2018
FET FET
3 Description HK$’000 HK$'000
BEMEAFEFE - Recurring fair value measurements:
EREE Financial assets
AAFEGFAREMETMmAZEZ  Financial assets at FVTOCI
TRIEE FTRAE S Listed equity securities 83,212 83,212
HET Total 83,212 83,212
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(b) ZEIRANFEABZEELR:

Notes to the Financial Statements (continued)
For the year ended 31 December 2019

7. Fair Value Measurements (continued)

(b) Reconciliation of assets measured at fair value based on

level 3:
RAFEFTA
Hih2mEKEREZ
SHMEE —E-hF
ERBRAES st
Financial assets
at FVTOCI
listed equity Total
securities 2019
FET FET
E3 Description HK$’000 HK$’000
m—H—H8 At 1 January 83,212 83,212
FE A 2 E A TR A Total losses recognised in other
pi= Rk comprehensive income (5,374) (5,374)
W+—_A=+—H At 31 December 77,838 77,838
WEIERIRERRITE 2 #include losses for assets held
BEZEE at end of reporting period (5,374) (5,374)
LARFERTA
HEizmEmliass
TREE —ET-NF
LERARES “ast
Financial assets
at FVTOCI
listed equity Total
securities 2018
FET FET
3 Description HK$’000 HK$’000
Hw—H—H At 1 January 87,660 87,660
RE A2 EUA TR A Total losses recognised in other
E5ieasEw comprehensive incomet (4,448) (4,448)
W+—_A=+—H At 31 December 83,212 83,212
WEIERIRERRIFE Z #include losses for assets held
BEEZEBE at end of reporting period (4,448) (4,448)

PO E Aty 2 W s BE AR Y MR 2R SR B 1R AR
BRINGRBREREMEERER

R E M EE R E A o

—B-hEEH

The total gains or losses recognised in other comprehensive
income are presented in other comprehensive income in the

consolidated statement of profit or loss and other comprehensive

income.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

7. Fair Value Measurements (continued)

(c)

Disclosure of valuation process used by the Group
and valuation techniques and inputs used in fair value
measurements at 31 December 2019:

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

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

Key unobservable input used in level 3 fair value
measurements is mainly discount for lack of marketability.

FER A FETE Level 3 fair value measurements
BE
Assets
AT
Fair value
BARBENY
EH [EERN TAERHAE #fE NHEZRE
Effect on fair value ZE-hE  —Z-)\F
Description Valuation technique Unobservable inputs Range for increase of inputs 2019 2018
TEr TEr
HK$°000 HK$'000
PEANATESARMZER  EEREE ik 25%-35% b 71,838 83,212
B EREELTREARE ik iki ke (ZE-NE:
25%-35%)
Listed equity investments Index return method Discount for lack of 25% -35% Decrease

classified as financial assets

at Fv1OCl

140

marketability

(2018;
25%- 35%)
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Notes to the Financial Statements (continued)

8. Turnover

For the year ended 31 December 2019

An analysis of the Group’s turnover for the year is as follows:

—E-hEF —ZE—)\F
2019 2018
FAET FEIT
HK$°000 HK$’000
EBHMBMEENE15%EE Revenue from contract with customers

ANEF&HAKE within the scope of HKFRS 15
HER M Sales of merchandise 1,458,828 1,793,457
U &5 FE AR B B Timing of revenue recognition
A — BB ] B % Products transferred at a point in time 1,458,828 1,793,457
Hib A 9. Other Income

—E-NF —E-N\F

2019 2018

FET FEIT

HK$’000 HK$’000

[REEiEl Discounts received 3,952 3,748

fi% B A Dividend income 463 _
HEWE - HE R Gain on disposal of property,

Bz W plant and equipment - 1,650
RITIF R B A Interest income on bank deposits 1,109 650
Heke 2 HEEF R Imputed interest income on

ON rental deposits 4,720 _
e Rental income 5,403 9,973
RRBA Display income 3,319 2,977
RN Sundry income 3,414 1,641

22,380 20,639
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

10. Segment Information

The Group has carried on a single business, which is wholesaling
and retailing of beauty and health-care products. Accordingly,
there is only one single reportable segment of the Group which is
regularly reviewed by the chief executive director.

Geographical information:
The Group’s revenue from external customers by location of

operations and information about its non-current assets by
location of assets are detailed below:

g FREEE
Revenue Non-current assets

—E-hE ZE)N\F ZZEB-hF ZZT-N\F

2019 2018 2019 2018

FEIT FET FET FET

HK$°000 HK$’000 HK$°000 HK$’000

55 Hong Kong 1,279,299 1,599,755 670,556 705,004

P Macau 173,431 184,395 283 712

FER(TBEEBE  PRC except Hong Kong

SEPY) and Macau 6,098 9,307 180 355

REEE Consolidated total 1,458,828 1,793,457 671,019 706,071
REFERFHWRE : Revenue from major customers:

REE-_ZE—NFER-ZT—N\F+=
A=+—HBLEFE HMEE—FFK
WS E AR E B EE10% A L o

There was no single customer whose revenue amounted to 10%
or more of the Group’s revenue for the years ended 31 December
2019 and 2018.
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Notes to the Financial Statements (continued)

For the year ended 31 December 2019

BONJOUR

& KA 11. Finance Costs
—E-NF —T—)\F
2019 2018
FET FEIT
HK$°000 HK$’000
HEaEZMEALZ Interest expenses on lease liabilities 44,207 -
RITERZFERZ Interest expense on bank borrowings 13,555 10,253
ke —FEREE AR Z Interest expense on loan from a related
ERZNEFX company 2,377 6,517
BEHEEA Finance leases charges - Q0
60,139 16,860
FEHRGER) BX 12. Income Tax (Credit)/Expense

PSRN B FERIA T -

Income tax has been recognised in profit or loss as following:

—E-hF —ET-N\F
2019 2018
FET FEIT
HK$°000 HK$’000
BNEATRIE — B AEFEW Current tax — Hong Kong Profits Tax
REFHME Provision for the year 642 1,108
BAFE(BEEE), (Over)/under-provision in prior years
BETr (20) 4,955
622 6,063
BNERARTE — /&5 Current tax — Overseas
REZ R Provision for the year 623 683
BEFEEERE Over-provision in prior years (1,820) (1,700)
(1,197) (1,017)
EAERIE Deferred tax (392) 1,494
(967) 6,540
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

12.

Income Tax (Credit)/Expense (continued)

Hong Kong Profits Tax has been provided at the rate of 16.5%
(2018: 16.5%) on the estimated assessable profit for the year
ended 31 December 2019.

Under the two-tiered profits tax regime, profits tax rate for the
first HK$2 million of assessable profits of qualifying corporations
established in Hong Kong will be lowered to 8.25%, and profits
above that amount will be subject to the tax rate of 16.5%.

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

The reconciliation between the income tax (credit)/expense and

FABBNEHBERMSEE HEE the product of loss before tax multiplied by the Hong Kong Profits
UM Tax rate is as follows:
—E-NF — N\
2019 2018
FHET FET
HK$’000 HK$’000
BR AT ES 1R Loss before tax (131,588) (33,073)
EEBFEHHE16.5% Tax at the Hong Kong Profits Tax rate of
FTE2TIE 16.5% (21,712) (5,457)
BIRERI 2 WA 2 B s 2 Tax effect of income that is not taxable (1,826) (915)
AR 2 A 2 B & Tax effect of expenses that are not deductible 2,746 3,037
B DAERFERMIIBRTE Y Tax effect of utilisation of tax losses not
Sy % previously recognised - (1,045)
AERARIEEENEREZR 2 Tax effect of unrecognised tax losses
Mg 2 and temporary differences 22,118 7,073
BEEE(GBERE) (Over)/under-provision in prior years
BETRE (1,840) 4,545
BRI RS E Tax effect of tax concession (185) (189)
EBARTRBIR & Effect of different tax rates of subsidiaries (268) (513)
Frig® Crlee), Bk Income tax (credit)/expense (967) 6,540
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

BONJOUR

13. FEBE 13. LOSS FOR THE YEAR
AEBFBFEEBCHG,(GFA)UT The Group’s loss for the year is stated after charging/(crediting)
FI8 the following:
—E-hEF —ZE-N\F
2019 2018
FHET FEIT
HK$’000 HK$'000
BEAIEN S Auditor’s remuneration 1,180 1,178
DEFERRAHZ) Cost of inventories sold (Note) 968,385 1,157,692
AT E (BOEE) (Reversal of allowance for)/allowance for
BHE(HTa2) slow-moving inventories (Note) (139) 234
M - WEREE Depreciation of property, plant and
e equipment 39,049 43,420
FREEENE Depreciation of right-of-use assets 228,494 -
H b & E Amortisation of other intangible assets 7 -
WEEE -« E LR E Write off of property, plant and equipment 307 666
HEYE BERREZ Gain on disposal of property,
e plant and equipment - (1,650)
P 5B R F 58 Net exchange losses 1,584 2,707
T EEF I RESHERS Operating lease charges for land and
(BREEBTzHAEE buildings (included contingent rentals
—Z— \4 :262,000%7T)) of HK$Nil (2018: HK$262,000)) - 277,644
BINRA  BEESEHE Staff costs, including directors’ emoluments
TIE - e MEa Wages, salaries and bonus 195,289 214,929
RINEFIFTEIHR Retirement benefits scheme contributions 8,762 9,332
RERFENRR (Reversal of provision for)/provision for
(BB ) Bt unutilised annual leave (2,912) 587
REIRG®BHE Provision for long service payments 689 392
201,828 225,240

Wit  BETFERANBIESET SR E B
#139,0008 L (=T — \F « B#E
234,000/87T) * A LB RE 2
$EEH o

—E-REEH

Note: Cost of inventories sold includes reversal of allowance for

slow-moving inventories of HK$139,000 (2018: allowance of
HK$234,000) which is included in the amount disclosed separately

above.
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14. ESEARESZUAREENS

Notes to the Financial Statements (continued)
For the year ended 31 December 2019

14. Benefits and Interests of Directors and Employees’

Emoluments
(a) EEZ=ME (a) Directors’ emoluments
BESEZMEEIIET The remuneration of every director is set out below:
ERLEANAGENELEES At MR HENMS
Emoluments paid or receivable in respect of a person’s services as a director,
whether of the Company or its subsidiary undertaking
B
FHER: BUEA
fg #e Rt (i) EERY HiE [ a3t
Estimated
money value Retirement
of other henefits
Discretionary benefits Housing scheme
Fees Salaries honuses (Note) ~ allowance contributions Total
FEr FET FEr FiEr FEr iz FE7
HK$'000 HK$7000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
#7EE Executive Directors
EfisEL Dr. Ip Chun Heng, Wilson
(1TH4R) (Chief Executive) - 2,856 - 1471 - 186 4513
EHExt Ms. Chung Pui Wan - 2,856 - 141 - 186 4513
il Mr. Yip Kwok Li - 943 73 - 546 18 1,580
REUEE Mr. Chen Jianwen - - - - R . .
FiEREE Mr. Wan Yim Keung, Daniel - - - - - - -
- 6,655 73 2,942 546 390 10,606
BIFHTES  Independent Non-
executive Directors
Bl L Mr. Wong Chi Wai 208 - - - - - 208
REHEL Dr. Chow Ho Ming 198 - - - - - 198
SBREE Mr. Lo Hang Fong 108 - - - - - 108
604 - - - - - 604
“E-hESH Total for 2019 604 6,655 73 2,942 546 390 11,210
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

BONJOUR

14. Benefits and Interests of Directors and Employees’

Emoluments (continued)

(a) EEME(E) (a) Directors’ emoluments (continued)
ERLEARAGENBLRES AT 2 BE T RIS
Emoluments paid or receivable in respect of a person’s Services as a director,
whether of the Company or its subsidiary undertaking
At
EHEE RN
ika e Wi (i) REEY HEH Bt
Estimated
money
value of Retirement
other benefits
Discretionary benefits Housing scheme
Fees Salaries bonuses (Note) alowance  contributions Total
TET T#r AT 7T AT T AT
HK$'000 HK$'000 HK$1000 HK$'000 HK$'000 HK$'000 HK$'000
#i7Ez Executive Directors
L3 E3 0y Dr. Io Chun Heng, Wison
(fi#) (Chief Executive) - 2,856 - 1412 - 186 4,454
EMZat Ms. Chung Pui Wan - 2,8% - 1412 - 186 4,454
ER@FlEL Mr. Yip Kwok Li - 876 I - 510 18 1475
[yeits Mr. Chen Jianwen - - - - - - -
FlRRLE Mr. Wan Yim Keung, Danel - - - - - - -
- 6,588 n 2,824 510 390 10,383
BUFHTES Independent Non-executive
Directors
EMARE Mr. Wong Chi Wai 208 - - - - - 208
LR Dr. Chow Ho Ming 198 - - - - - 198
SBERRE Mr. Lo Hang Fong 198 - - - - - 198
604 - - - - - 604
ZE-N\EAH Total for 2018 604 6,588 i 2,824 510 390 10,987

Afet - oAb Et e e ReNEe RE

SRS -

FR UBEETHEXREREEM
Me(ZF—N\F: &) -

—E-REEH

Note: Estimated money value of other benefits includes rent paid
and directors’ quarter expenses.

None of directors have waived or agreed to waive any
emoluments during the year (2018: Nil).
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14. ESEARESUAREBEMS (&)

(b) EERXS ZRPFEHNTZE

(c)
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BEARFERIANFREME
A - ANAF AT L AEREARE
EEBEHEAARRIESE REAE
TZEERPERER(ERE
BEIHER)INERRS TR
BHY e

hEEEHFATLT

FR AEERERSHFALT
BRE=R2(CT-N\F: =ZR)E
2 REZHMEFBTIN L Z
DI - HEBmA(ZF—\F:

Notes to the Financial Statements (continued)
For the year ended 31 December 2019

14. Benefits and Interests of Directors and Employees’
Emoluments (continued)

(b) Directors’ material interests in transactions,
arrangements or contracts

No significant transactions, arrangements and contracts
in relation to the Group’s business to which the Company
was a party and in which a director of the Company and the
director’s connected party had a material interest, whether
directly or indirectly, subsisted at the end of the year or at
any time during the year.

(c) Five highest paid individuals

The five highest paid individuals in the Group during the year
included three (2018: three) directors whose emoluments are
reflected in the analysis presented above. The emoluments
of the remaining two (2018: two) individuals are set out

MBI AT ZHE0T - below.
—E-NEF —E2-NF
2019 2018
FET FET
HK$’000 HK$’000
HEAR&FGS  2EINEWHZE  Basic salaries, allowances
and benefits in kind 2,866 2,835
BIETEAL Discretionary bonuses 235 169
RIREFET 2R Retirement benefits scheme
contributions 36 36
3,137 3,040
ZEANTZMEBR THIEE - The emoluments fell within the following bands:
A
Number of individuals
—E-NEF —ET-N\F
2019 2018
1,000,001 7T — 1,500,000/ 7T HK$1,000,001 — HK$1,500,000 - 1
1,500,0017% 7T — 2,000,000/ 7T HK$1,500,001 — HK$2,000,000 2 1
2 2
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15. RS

FR - AEERRERAETE
BR=2(ZZT—\F : ZR)H1T
EZ(HEZHEFHBIN X
2N R—B(ZFE—N\F: —
Z)EMAL  ZBALTZEE
AT -

BONJOUR

Notes to the Financial Statements (continued)

For the year ended 31 December 2019

14. Benefits and Interests of Directors and Employees’
Emoluments (continued)

(d) Senior management

The senior management of the Group during the year
included three (2018: three) executive directors whose
emoluments are reflected in the analysis presented above,
and one individual (2018: one). The emoluments of the
individual are set out below.

—E-hF —ET-NF
2019 2018
FET FEIT
HK$’000 HK$’000
EA¥H® 28R Basic salaries, allowances and
BT &= benefits in kind 1,408 1,371
1B IEAT Discretionary bonuses 113 80
RIREAFT B Retirement benefits scheme
contributions 18 18
1,539 1,469
ZEANTZMEER TR : The emoluments fell within the following bands:
A
Number of individuals
—E-hEF —ZE-N\F
2019 2018
1,000,0017% 7T —1,500,000/% 7T HK$1,000,001 — HK$1,500,000 1 1

FR AEELEAEFAESSK
EeFALXHNME  (FREBFE
WMEMBRENBEAEERZ
B EERAEE (T \F
)

BT EEIRN P MRS

—E-REEH

During the year, no emoluments were paid by the Group
to any of the directors or the highest paid individuals as
an inducement to join or upon joining the Group or as
compensation for loss of office (2018: Nil).

15. Dividends

The directors do not recommend the payment of interim and final
dividends.
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B ERRMIEE(E) Notes to the Financial Statements (continued)
BZ—F—NF—H=1—HIFEF For the year ended 31 December 2019
16. EREE 16. Loss Per Share
RN THEAR ANELERERN RS E The calculation of the basic and diluted loss per share attributable
BIZFEWOT to owners of the Company is based on the following:
—E-hEF —E-N\F
2019 2018
FET FET
HK$’000 HK$'000
&8 Loss
AUGTESRERN Loss for the purpose of calculating basic
HEEE 2 EE and diluted loss per share (129,648) (39,613)
—E-hEF —E-NF
2019 2018
BoEE Number of shares
AU ESREREBE, Weighted average number of ordinary
LB AR IR 19 8L shares for the purpose of calculating
basic loss per share 3,412,566,000 3,412,566,000
HE-_Z—AFER-_Z—N\F+_A The effects of potential ordinary shares are anti-dilutive for the
=+—HILFE  BEEBROTE years ended 31 December 2019 and 2018.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

17. Property, Plant and Equipment

BONJOUR

B £8
THREF HEWERES PET RE @it
Furniture,
Land and Leasehold fixtures and Motor
buildings improvements  equipment vehicles Total
FET FET FET FET FET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
7% Cost
RZE-\E—A—H At 1 January 2018 703,230 160,177 71,987 13,618 949,012
NE Additions - 11,073 5,528 - 16,601
HeE Disposal - - 8) (3,750) (3,758)
A Written off - (11,597) (3,938) - (15,535)
ERE5 Exchange differences - (170) (181) - (351)
RZE—\F+=-A=+—H At 31 December 2018
k=E-NF—F—H and 1 January 2019 703,230 159,483 73,388 9,868 945,969
NE Additions - 2,007 2,223 - 4,230
WERBAR Acquisition of subsidiaries
(F#k37(a) (note 37(a)) - - 76 - 76
iG] Written off - (9,632) (2,009) ©) (11,644)
ERESR Exchange differences - (48) (60) - (108)
RZE-NE+-A=+—H At 31 December 2019 703,230 151,810 73,618 9,865 938,523
BMERAE Accumulated depreciation
and impairment
RZE-\$-A—H At 1 January 2018 47,866 101,136 52,927 13,495 215,424
TEEME Charge for the year 15,877 20,024 7,396 123 43,420
& Disposal - - 7 (3,750) (3,754)
s Written off - (11,519 (3,350) - (14,869)
EHE% Exchange differences - (148) (175) - (329)
RZZ—)\F+-A=1+—H At 31 December 2018
RZE-NE—F—H and 1 January 2019 63,743 109,493 56,794 9,868 239,898
KEEHE Charge for the year 15,877 16,856 6,316 - 39,049
s Written off - (9,452) (1,882) ©) (11,337)
BEHEE Exchange differences - (47) (59) - (106)
RZE-NF+=-A=+—H At 31 December 2019 79,620 116,850 61,169 9,865 267,504
REE Carrying amount
RZE-NF+-A=1+—H At 31 December 2019 623,610 34,960 12,449 - 671,019
RZE—)\F+-A=1+—H At 31 December 2018 639,487 49,990 16,594 - 706,071

R-ZZE—-AFE+-_A=+—H  EK#
ERRBERTAEB 2RITIER 2L
b N 4 F BR T B 4 622,043,000 7T

—Z—)\fF : 637,883,000/87T) °

bt REFEBEMLRBENY

%o
—B-hEEH

Hong Kong.

At 31 December 2019 the carrying amount of land and buildings
pledged as security for the Group’s bank borrowings amounted
to HK$622,043,000 (2018: HK$637,883,000).

The above land and buildings comprise properties situated in
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HE—FE—-HFf+-—A=+—HIFFEF For the year ended 31 December 2019
18. FHEEE 18. Right-Of-Use Assets
[Si:h-C7/FE4
Leased
properties
FEIT
HK$'000
R-T—NF—A—R(H:23) At 1 January 2019 (note 3) 507,934
NE Additions 126,851
e Depreciation (228,494)
[ 0, =58 Exchange differences (31)
R-ZE—-NEFE+-_A=+—8H At 31 December 2019 406,260
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R-_ZE—-—AF+-_A=+—H -
441,185,000 8 TWHEBEE ER
406,260,000, 8 TTHIMHEEF HEE E
FUARER - Z SR EWME W EmINE
RHE  HHEHEARCHEEESHF

Lease liabilities of HK$441,185,000 are recognised with related
right-of-use assets of HK$406,260,000 as at 31 December 2019.
The lease agreements do not impose any covenants other than
the security interests in the leased assets that are held by the
lessor. Leased assets may not be used as security for borrowing

EWERERRIN - EHEEETS purposes.
FHIEEEWAEERM -
—E-hEF
2019
FAET
HK$’000
CREEECITERS Depreciation expenses on right-of-use assets 228,494
HMEBBEZFEMY Interest expense on lease liabilities
(FFARERA) (included in finance costs) 44,207
HIXEBEEEHEABEZHX Expenses relating to leases of low value assets
(FFATTE A ) (included in administrative expenses) 404
HHHERE X Expenses relating to short-term leases
(GFATTBA ) (included in administrative expenses) 9,269

HENRESREEBFBHNW T
37(c) °

ZEFERN AEEHEZHTER
HITEE  c HEAHNKIFR10FH
EEFHEI - R BB T ATt /Y
ERNKIFERERE REZEZZ—N
F+-A=+—HILFE BTAE
RENHENRIEARERELIZ
3.36%5T B o T & F B Jh i ([ Bl & %
AT - BIEBEEZNTEERZIE
% o B F S FH N T 5 7 v HEs B
MORER  AEBEBANNES
DETA L EHNITAERM -

Bboh - AEBBER THEKRE - E Tl
DNABRRBHMRIE - AEES
ZEMFE R (BRABEE L)W
EfEA A - ERATHEL —F 81
FAWBZ SRS - EE KA
AN - ZEMBEAMENEE
THMAOTEEBEE -

Details of total cash outflow for leases is set out in note 37(c).

For both years, the Group leases various retail stores for its
operations. Lease contracts are entered into for fixed term of
1 year to 10 years, but may have extension and termination
options as described below. Certain leases of motor vehicle and
equipment were accounted for as finance leases during the year
ended 31 December 2018 and carried interest at 3.36%. Lease
terms are negotiated on an individual basis and contain a wide
range of different terms and conditions. In determining the lease
term and assessing the length of the non-cancellable period, the
Group applies the definition of a contract and determines the
period for which the contract is enforceable.

In addition, the Group owns an industrial buildings where its
office buildings and warehouses are located. The Group is
the registered owner of these property interests, including the
underlying leasehold lands. Lump sum payments were made
upfront to acquire these property interests. The leasehold land
components of these owned properties are presented separately
only if the payments made can be allocated reliably.
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EREEE(E)

HMAOMEBRFERNANFHMERRIZE
SN EEEE R ERE RERA
TTOBERT - AEESRKEAAHER
SETERFEREZENEE - X
RHULSEELN - AEEREERK
HERI ARG S IERERITRIERE
B - MAKBEE S EREITRT
FEEE  TRAFANARKEEN
AT AMERENER - %F
ARRBEEN RO EER BB AT -

Notes to the Financial Statements (continued)
For the year ended 31 December 2019

18. Right-Of-Use Assets (continued)

Some leases include an option to renew the lease for an
additional period after the end of the contract term. Where
practicable, the Group seeks to include such extension options
exercisable by the Group to provide operational flexibility. The
Group assesses at lease commencement date whether it is
reasonably certain to exercise the extension options. If the Group
is not reasonably certain to exercise the extension options, the
future lease payments during the extension periods are not
included in the measurement of lease liabilities. The potential
exposure to these future lease payments is summarised below:

R=B-N&F FHAHEER
+=A=+-—H MERBEET
BIANHEAE BERARHEENN

(BRR) (REEH)
Potential future

Lease lease payments

liabilities  under extension
recognised as options not
at 31 December included in

2019 lease liabilities
(discounted) (undiscounted)

FET FET
HK$°000 HK$’000
TEE-FE Retails stores — Hong Kong 7,592 18,922

BESN - EAEANENBEARLEE
REHHERNBEANE - AEEE
M EE A ERERTEERER
B-REBE_FT-NF+_A=1—
RIEFE  SEAEmEEMt-

—B-hEEH

In addition, the Group reassesses whether it is reasonably certain
to exercise an extension option, upon the occurrence of either
a significant event or a significant change in circumstances that
is within the control of the lessee. During the year ended 31
December 2019, there has been no such triggering event.
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For the year ended 31 December 2019

18. ERAEEE(E) 18. Right-Of-Use Assets (continued)

RBE-_T-NF+-A=t—H81t
Eﬁ Kﬁlﬂg%ﬁggﬁ 2

E%FE%EWT“EEH
mﬁﬁ E AR FE M E N K
M°aﬁﬁﬁﬁﬁ%$%ﬁﬁﬁﬁﬁ
MEBTEEBTR - AFERER
R E T & A ERE M RS Bt
o

During the year ended 31 December 2019, the Group leased
a number of retail stores which contain variable lease payment
terms that are based on sales generated from the retail stores
and minimum annual lease payment terms that are fixed. These
payment terms are common in retail stores in Hong Kong where
the Group operates. The amount of fixed and variable lease
payments recognised in profit or loss for the year is summarised
below:

ERE RN AN N7
Fixed Variable Total
payments payments payments
T T TET
HK$’000 HK$’000 HK$'000
SEE-BF Retails stores — Hong Kong 23,010 - 23,010
RIZE-—NF+ZA=+—H - st At 31 December 2019, it is estimated that an increase in sales
ZETEEEENEEEIN0%EE generated from these retail stores by 10% would have increased
R E I INTE T o the lease payments by HK$nil.
19. B8 19. Goodwill
FET
HK$'000
A Cost

RZZE-N\F—H—8BK At 1 January 2018 and 31 December 2018
—N\F+=—A=+—8H 2,041

W EE R B8 A B (I FE37(a)) Acquisition of subsidiaries (note 37(a)) 5,520
—NF+=—B=+—H At 31 December 2019 7,561
ZitREEE Accumulated impairment losses
RZE2—-—N\F—A—08 22— )/\&+=_HA At 1 January 2018, 31 December 2018 and
=t+—BER-Z—AF+-A=+—8 31 December 2019 2,041
BRMEE Carrying amount
R-_E—-—NEF+-_A=+—H At 31 December 2019 5,520

R-ZT—N\E+-_A=+—H At 31 December 2018 -
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

19. BHE(Z) 19. Goodwill (continued)

BRERGEHBRBENREIEE @
HERTEXTREBEREHELT
BRNAEBRCELSEN - HRE
B #RAERVERI R

2,041,000/ TR P B E 4 8 WK
BAREAEBREEERAE - 24
“EERRFRDTNFTWERE -
EEBHAAAEMN TH/EETeE
BARBERA HE_ZTZENF
+-A=+—HLEFE AEEEH
REETTREURE -

ReELBUMAIRESETTERE
AMRBR S REATENEREEE
E o MRBRSREEMRANEER
BRARABREOMRE  BRE 1A
BEMNEXREER - AREFAAR
R B AT IS H BB R RENFE LR
TELEMNETERBRABRTAIL R
BRI R - BRFARBSELE
L& R PTE R B R B8
BERQEE BEEMNEREXR
TIABEEARERMSERAE

# o

AEBERENRSRERR - THRE
EEEHERAEREI%TEARKR
FRFAHR NSO MM BIAE - %
R EBAEM SN TFEORAER

Zi;o

FEBR ASEHEMBERTEER
REBEREKFSEIRSRENL
R E16% ©

—E-REEH

Goodwill acquired through business combination is allocated to
the Group’s cash-generating units identified under one unit of
the wholesaling and retailing of beauty and health-care products
operation which is a separate segment for impairment testing.

The goodwill of HK$2,041,000 arose from the acquisition of a
subsidiary, Good Merit International Enterprise Limited, by two
phases in 2005 and 2006.The directors expect there is no future
cash inflows due to the closure of the shops under this unit. The
Group had fully impaired the goodwill during the year ended 31
December 2008.

The recoverable amounts of the CGUs have been determined on
the basis of their value in use using discounted cash flow method.
The key assumptions for the discounted cash flow method are
those regarding the discount rates, growth rates and budgeted
gross margin and turnover during the period. The Group
estimates discount rates using pre-tax rates that reflect current
market assessments of the time value of money and the risks
specific to the CGUs. The growth rates are based on long-term
average economic growth rate of the geographical area in which
the businesses of the CGUs operate. Budgeted gross margin and
turnover are based on past practices and expectations on market
development.

The Group prepares cash flow forecasts derived from the most
recent financial budgets approved by the directors for the next
five years with the residual period using the growth rate of 3%.
This rate does not exceed the average long-term growth rate for
the relevant markets.

The rate used to discount the forecast cash flows from the

Group’s sales of the wholesaling and retailing of beauty and
health-care products operation is 16%.
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

HittmpEE 20. Other Intangible Assets
miEETE (L) Hity(Ueig) @t
Brand name Other
(purchased)  (purchased) Total
FET FET FET
HK$'000 HK$'000 HK$'000
A Cost
RZE-\F—A—H ZZ-N\F At 1 January 2018, 31 December 2018
TZAZT—BEZZ-NF—A—H  and1January 2019 - - -
WeEE N B A 7 (F3E37(0)) Acquisition of subsidiaries (note 37(a)) 1,113 130 1,243
RZE-NF+-A=1+—H At 31 December 2019 1,113 130 1,243
2B RRERE Accumulated amortisation
and impairment losses
RZZ-N\E—A—FB Z2-)\&F At 1 January 2018, 31 December 2018
+-RA=t—HBRkZE-NF—A—H and 1 January 2019 - - -
REZHH Amortisation for the year - 7 7
RZZE-NF+ZA=+—-H At 31 December 2019 - 7 7
REE Carrying amount
RZZE-NF+-A=1—H At 31 December 2019 1,113 123 1,236

R-E-N\F+-A=1—H

At 31 December 2018

BN FHRTEERSI0F(ZF

N\ EE) -

The average remaining amortisation period of trademarks is 10
years (2018: Nil year).
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B ERRMIEE(E) Notes to the Financial Statements (continued)
HE—FE—-HFf+-—A=+—HIFFZF For the year ended 31 December 2019
21. UAFEFAHEMZEWEMNEAE 21. Financial Assets at FVTOCI
BE
—E-hEF —E-)N\F
2019 2018
FHET FET
HK$°000 HK$’000
FHiRE - mAFERE Listed investments, at fair value
RARFESE DM AERSERE Equity securities, analysed as non-
current assets 77,838 83,212
RZE-—NFRZFE-NF+H As at 31 December 2019 and 2018, as there is no quoted
=t+—H G aRNERTBRATEDR market price in an active market, the fair value of listed securities
mE HEMBESF2ATFEBRES was determined by the directors with reference to the valuation
2E N YE Nk (B R {5 A 48 Bh Bl 3R % carried out by an external independent valuer by using Index
ETHMERETE - BEEEEDER Return Method which is based on index return on certain market
BT M5 LA a /Y8 EE X comparables (level 3 fair value measurements). The liquidity
(BIWAFEEE) - FTAREMEN discount rate used is 30%.
WEE30% °
HE_Z—NF+-_A=1+—8LF For the year ended 31 December 2019, the Group recognised a
B AEERRSEHKRAESER fair value change of HK$5,374,000 (2018: HK$4,448,000) related
NAFEFAEMEARE . 2/ME to listed securities classified as financial assets at FVTOCI held at
ENLEMBEFRAMEZEREERA the end of the reporting period in other comprehensive income.
F{EE 55,374,000 T(ZF— N\
F 1 4,448,000/87T) °
UARFEFAEMEARE . 2/ME Financial assets at FVTOCI are denominated in HKD.
ELBTTEME ©
22, 7§ 22, Inventories
—E-hEF —ET-N\F
2019 2018
FET FEIT
HK$°000 HK$’000
DAt E 7 REE D Merchandise stock for resale 187,968 235,697
“E-NEFER 157



PSRRI (2
BE—F—NF1+-A=1—HIFE

23. BWEZ KRN
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

23. Trade Receivables

AEBZHBERZFHEEZRN T60 (a) The Group’s sales to wholesale customers are entered
Z200H 7 rEREA#ETT - TEHEE into on credit terms ranging from 60 to 90 days, and trade
ZEWE SRR A B iR & A e receivables under retail sales are due within 150 days from
FH150H R EIHY - EUNE SR the date of billings. The ageing analysis of trade receivables
R DT is as follows:
—E-NF —E-)N\F
2019 2018
FHET FET
HK$°000 HK$’000
#EEP Wholesales customers
0-30H 0-30 days 696 1,323
31-60H 31-60 days 784 937
61-90H 61-90 days 363 1,633
91-120H 91-120 days 111 87
120H A £ Over 120 days 318 93
2,272 4,073
TEHEZEWNEFZEZR  Trade receivables under retail sales
0-30H 0-30 days 6,513 20,242
31-60H 31-60 days 2,536 2,411
61-90H 61-90 days 902 952
91-120H 91-120 days 2,741 25
1208 Over 120 days 1,354 20
14,046 23,650
HET Total 16,318 27,723

ARER B B W B 5 P SR 0 i T B DA
THEEHE -

(0)

The carrying amounts of the Group’s trade receivables are

denominated in the following currencies:

BFY T
BT (MEFMTD) AR¥ st
Macau
Pataca
HKD (“MOP”) RMB Total
FET FET FET FET
HK$'000 HK$’000 HK$'000 HK$'000
—E-hEF 2019 14,165 2,108 45 16,318
—E-NF 2018 25,826 1,845 52 27,723

Annual Report 2019
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23. BWESZHRR(E)

24,

25.

© RZZE—NF+=—A=+—8"
EEmBERRRENERE S
BR X #93,600,0008 7T ( ZE— \
& 16,472,000 7T) - ZEHIE
3 K % 83 BN 40 R R 52 B 58
VUEF - ZERWE SHEFNER
BAWaT

BONJOUR

Notes to the Financial Statements (continued)
For the year ended 31 December 2019

23. Trade Receivables (continued)

(c) As of 31 December 2019, trade receivables of approximately
HK$3,600,000 (2018: HK$6,472,000) were past due but
not impaired. These relate to a number of independent
customers for whom there is no recent history of default.
The ageing analysis of these trade receivables is as follows:

—E-hF —E-NF

2019 2018

FET FET

HK$’000 HK$000

&% E3ME A Up to 3 months 2,191 6,320
3Z61EA 3 to 6 months 1,409 152
3,600 6,472

BNFE - FTEREERRR

24. Prepayments, Deposits and Other Receivables

—E-hF —E-N\F

2019 2018

FET FET

HK$’000 HK$’000

B Trade deposits 6,607 12,649
HihzT& Other deposits 4,291 5,147
FENES Prepaid rent - 1,611
HAhFaT 5 2 MU ER R Other prepaid expenses and receivables 3,205 2,543
14,103 21,950

Y EABEBARRERRXE B
BB AR ZER

FEU,/ e A BB X R) SR IE R A
%8 N 3 S B R o

BB FE6,276,0008 L (— 2 — )\
F :1,669,00087T) " BESEE -
TEFRBEBARRIE  BEAIESD
HE o

kB — A R 2 B3A5,000,000
BT (—Z—)\%F : 125,000,000587T)
TR - R E T F A E5%F B
BAR_ZEZ—F—HA—B(ZZE—N
FT-FTFE-A-R)EE-

—E-REEH

25. Amounts Due From/To Related Companies and Loan from a
Related Company

The amounts due from/to related companies are unsecured,
interest-free and have no fixed repayment terms.

Included in the amounts is HK$6,276,000 (2018: HK$1,569,000)
which is of trade nature due to related companies, and the
remaining balances are of non-trade nature.

The loan from a related company of HK$5,000,000 (2018:
HK$125,000,000) is unsecured, interest-bearing at fixed 5% per
annum and repayable on 1 January 2021 (2018: 1 January 2020).
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Notes to the Financial Statements (continued)
For the year ended 31 December 2019

26. BANK AND CASH BALANCES

—E-hF —E-)N\F

2019 2018

FHET FET

HK$’000 HK$'000

WITRFHERE Cash at bank and on hand 68,855 156,848
THIER Time deposits 30,000 80,684
RITRIESEHRERE Total bank and cash balances 98,855 237,532

AEBZRITEESEHEENRRT
BN TIIERTHE :

The carrying amount of the Group’s total bank and cash balances
are denominated in the following currencies:

—E-hF —ZE-NEF

2019 2018

FET FET

HK$’000 HK$’000

—HIT - HKD 80,514 224,054
—EFIT - MOP 12,574 9,348
R - RMB 4,318 3,475
—%E5T -UusD 470 284
— HAth - Others 979 371
98,855 237,532

R-E—hE+=—A=+—8  RiT
EHEH(BISMAAIEA) ZEATEF
MER22B(ZF—\F : FHX2.7
E) - TR S B BT ERHE
ZEBFRGE  MEAZBRLRE
FIE @R -

W-ZE-hE+-A=+—0 K&
ERFREZMHEARINAREEZ
R1T M IR © 4564 53,361,0008 L (=
T— \£F : 969,000/ 7T) ° AR
AN AT AR B SMNE & IR R0 K
HIE - SERMEEERTERS -

160

The fixed interest rates on bank time deposits, with maturity of
3 months, were 2.2% per annum (2018: 2.7% per annum) as at
31 December 2019. Cash at bank earns interest at floating rates
based on daily bank deposit rates, and is therefore subject to
cash flow interest rate risk.

As at 31 December 2019, the bank and cash balances of the
Group’s subsidiaries in the PRC denominated in RMB amounted
to HK$3,361,000 (2018: HK$969,000). Conversion of RMB into
foreign currencies is subject to the PRC’s Foreign Exchange
Control Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations.
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Notes to the Financial Statements (continued)

HE—FE—-HFf+-—A=+—HIFFZF For the year ended 31 December 2019

27. ENEZKRY

27. Trade Payables

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

—E-hEF —ET-NF

2019 2018

FET FET

HK$°000 HK$’000

0-30H 0-30 days 45,457 64,411

31-60H 31-60 days 22,969 39,880

61-90H 61-90 days 7,658 12,789

91-120H 91-120 days 972 5,085

1208 Over 120 days 6,075 3,647

83,131 125,812

b) AEEZEMNESEROERE (o) The carrying amounts of the Group’s trade payables are

PATRHEEEE denominated in the following currencies:
BT =] BF T AR¥ EYo st
HKD JPY MOP RMB usb Total

FET FET FET FET FET FET
HK$'000 HK$’000 HK$'000 HK$'000 HK$’000 HK$'000

—ZE—hE 2019

80,758 4 1,927 399 43 83,131

—E—-N\F 2018

123,487 537 1,100 645 43 125,812

28. HiEMRR SR REFER 28. Other Payables, Deposits Received and Accrued Charges

—E-hEF —ZE—)\F
2019 2018
FET FEIT
HK$’000 HK$’000
B Current
FEETBE TR Accrued staff costs 23,81