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CHAIRMAN'’S STATEMENT

To Our Shareholders

On behalf of the board (“Board”) of directors (“Directors”) of JF Household Furnishings Limited (“Company”), | am
pleased to present the annual report of the Company and its subsidiaries (collectively, the “Group”) and its audited
financial results for the financial year ended 31 December 2008.

First of all, | am very pleased to report to all the shareholders that after around three years of efforts, the Company had
successfully transferred its listing from the Growth Enterprise Market (“GEM”) of The Stock Exchange of Hong Kong
Limited (“Stock Exchange”) to the Main Board of the Stock Exchange in September 2008 (“Transfer of Listing”) which
is an important milestone for the Group.

For the fiscal year ended 31 December 2008, the Group recorded a turnover of approximately HK$403.1 million,
representing an increase of 13.9% over that of 2007. The Company achieved a moderate growth in turnover during
the year, even though the worldwide market had been experiencing a economic crisis which affected every sector of
the worldwide economy. The increase in turnover was mainly due to the growth from the “flat line” timber products
which performance had remarkably improved from the initial period of its operation in 2007. While the turnover of the
stainless steel business increased slightly by approximately HK$2.4 million, the turnover of the timber business increased
by approximately HK$47.0 million over that of 2007.

In 2008, the Group’s profit attributable to shareholders was approximately HK$22.8 million, representing a drop of
17.5% as compared to that of 2007, despite an improvement of gross profit margin from 13.8% in 2007 to 15.0% in
2008. The decline in the Group’s profit was mainly attributed to a one time costs of approximately HK$4.2 million
incurred for the Transfer of Listing.

Business Review

Year 2008 represents a very difficult and challenging year for the Group. During the year, the Group’s businesses were
first adversely affected by the tightening of the labour policies by the PRC government and the elimination of preferential
tax treatment for export businesses and foreign-owned enterprises, and subsequently impacted by the severe global
economic slow down during the second half of the year. Given the tough operating environment in the year 2008, the
management is pleased to see that the Group was able to deliver profit after tax of about HK$22.8 million for the year
ended 31 December 2008 after netting off the extraordinary expenses of approximately HK$4.2 million incurred for
the Transfer of Listing, which should have been maintained roughly in the same level of approximately HK$27.7 million
for the year ended 31 December 2007 without the extraordinary expenses.

The tightening of the labour policies by the PRC government had directly increased the labour costs and indirectly
affected labour morale. In order to minimize the impact on the factory’s performance, the Group had tightened the
labour management, reduced overall staff numbers and further promoted performance-based remuneration package
to uplift the labour spirit.

The completion of the new 30,000 square meters timber plant and the installation of new equipment in June 2007
enabled the Group to expand the production level of timber products in 2008. While the turnover attributed by the
sales of timber products increased by 68.3% in 2008, gross profit margin of timber products increased from 4.2% in
2007 to 12.9% in 2008.

Although the appreciation in Renminbi continued to affect the Group’s performance, the hedging contracts secured
was able to conclude an overall net foreign exchange gain of over approximately HK$687,000 for the Group during
the year under review.

In order to prepare for further expansion of the timber production lines, the Group acquired the land use rights of a
parcel of land (“Land”) with a total gross area of 42,085 square meters located adjacent to the existing production
facilities of the timber products in June 2008 at a consideration of approximately RMB27.1 million.

JF Household Furnishings Limited
Annual Report 2008
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CHAIRMAN'’S STATEMENT

Further, the Group continued to expand its business base through developing new products. During 2008, the Group
had developed 13 new stainless steel products, including 5 in the kitchen series and 5 in the bathroom series.

For the timber division, the Group continued to enlarge its product base, and had developed 21 new models in the
kitchen cabinet series during the year under review.

Outlook and Future Prospects

Year 2009 is expected to be another year of tough challenge for most of the businesses in the PRC, especially for the
export oriented manufacturing factories in the PRC. However, the management is confident that the Company is in a
strong position to ride out from this recession period with various strategies of the Group including the improvement
of production efficiency and the diversification of product base.

In 2009, the Group plans to shift the stainless steel production lines to a higher automatic process. The improvement
will mainly come from the stainless tube production line, stainless desk production line, stainless shelf production line,
and stainless box production line.

To expand the product base, the Group plans to develop 72 new products in the stainless steel division and at least
60 new products in the timber division. The focus of year 2009 will be in the kitchen cabinet series, where the Group
plans to introduce at least 30 new products. At the date of this report, the first batch products of this new cabinet
series have been completed, and normal production and delivery is expected to begin shortly.

During 2008, the sophistication of the management and staff in the timber manufacturing processes had grown
continuously, with satisfactory feedbacks and recognition from our key customer. Our recent discussion with the
representatives from the key customer were positive and plans for introducing the new series of environmentally-
friendly timber products is likely to be proceeded despite the worldwide economic downturn. It is expected that trial
production will begin in the third quarter of year 2009. To prepare for the expansion of production lines for this
significant new series of environmentally-friendly timber products, the Group has acquired the Land and planned to
build a new 30,000 square meters production plant to house the new production facilities.

If the economy continues to deteriorate, prices for the key raw materials, such as wood panel and stainless steel, are
expected to drop further. The management is optimistic that the drop of prices for the raw materials will create room
for price reduction in our products as the Group strives to maintain and increase orders above the level of 2008.

The management expects the RMB to be relatively stable for the year, and the impact of appreciation in RMB on the
Group’s performance can be effectively controlled in year 2009.

Looking ahead, the management is cautiously optimistic that the Group will ride out of the current economic crisis and
become more competitive in the coming new economic order with our efforts in the improvement of production
efficiency and the acceleration in product development and diversification.

Appreciation

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

Yan Siu Wai
Chairman
Hong Kong, 7 April 2009

JF Household Furnishings Limited
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FINANCIAL HIGHLIGHTS

Year ended 31 December

2004 2005 2006 2007 2008
HK$ HK$ HK$ HK$ HK$
Results
Turnover 152,459,445 199,625,181 193,902,367 353,755,842 403,056,696
Profit attributable to
shareholders of the Company 18,876,904 23,659,231 20,662,883 27,656,969 22,805,673
Assets and Liabilities
Total assets 84,794,832 116,591,011 132,972,559 231,706,985 271,867,371
Total liabilities 59,490,978 41,436,610 43,448,295 115,376,003 129,991,671
Equity attributable to
shareholders of the Company 25,303,854 75,154,401 89,524,264 116,330,982 141,875,700
Earnings per share
Basic 0.14 0.17 0.12 0.16 0.13
Diluted N/A 0.17 012 0.16 0.13

JF Household Furnishings Limited
Annual Report 2008
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MANAGEMENT DISCUSSION AND ANALYSIS

Results of Operations

For the fiscal year ended 31 December 2008, the Group reported a turnover of approximately HK$403.1 million,
representing an increase of 13.9% from that of the fiscal year of 2007. The increase of turnover came mainly from the
growth of the timber division. Turnover for the timber division increased to approximately HK$115.7 million in 2008
from approximately HK$68.7 million in 2007, as the management and the staff of the Group are becoming more
sophisticated in the timber manufacturing process. Turnover for the stainless steel division remained stable and increased
slightly from approximately HK$285.0 million for the year ended 31 December 2007 to approximately HK$287.4
million for the year ended 31 December 2008.

Overall gross profit margin increased from 13.8% in the year 2007 to 15.0% in 2008, mainly due to the improvement
in the timber division.

Gross profit margin for the stainless steel division dropped from 16.1% in 2007 to 15.6% in 2008 as the profit of the
stainless steel business was still adversely affected by the reduction in the import tax refund rate from 13% to the
current rate of 5%.

Prices for stainless steel continued to drop during the year under review, with the average cost of purchase for type
“304” (“Type 304”) steel dropped from RMB30.0 per kilogram to RMB25.4 per kilogram. Raw material costs as a
percentage of turnover in the stainless steel division declined from 68.4% to 66.1% in 2008 as the price of stainless
steel started to drop and the management increased use of the 21 CT materials in place of more expensive raw
materials such as Type 304.

Gross profit margin for the timber division rose from 4.3% in 2007 to 13.4% in 2008, as the management was able to
improve material utilization rate. Raw material costs as a percentage of turnover reduce from 85.9% in 2007 to
76.39% in 2008.

Total expenses (including selling and administration) increased significantly from approximately HK$17.5 million in
2007 to HK$25.9 million in 2008 as a result of a one-time expense of approximately HK$4.2 million for the Transfer of
Listing and the increased costs of full scale operation of the new timber division.

Selling and distribution costs stayed at around the same level of around HK$4.3 million when turnover increased by
13.9%, mainly because of a reclassification of packaging material costs into part of the production costs. Excluding
the effect of the reclassification, selling and distribution expenses increased by 23.7%, mainly due to the increase in
turnover of timber products.

Administrative expenses increased by approximately HK$8.3 million from approximately HK$13.3 million to
approximately HK$21.6 million. The increase was mainly due to a one-time costs of approximately HK$4.2 million for
the Transfer of Listing.

Excluding the expenses incurred for the Transfer of Listing, the regular administrative expenses increased by
approximately HK$4.1 million from approximately HK$13.3 million in 2007 to approximately HK$17.4 million in 2008,
mainly because of the increase of approximately HK$2.6 million in staff expenses, approximately HK$279,000 in office
expenses, approximately HK$280,000 in amortization of land use rights, approximately HK$328,000 in amortization
of software, and approximately HK$573,000 in finance charges.

Interest costs rose again to approximately HK$5.5 million in 2008 from HK$3.1 million in 2007, or 74.7%, as the
average bank borrowings rose to a higher level of around HK$86.4 million, mainly due to the purchase of the Land at
a consideration of approximately RMB27.1 million.

Income tax expenses increased from approximately HK$5.1 million in 2007 to HK$8.7 million in 2008, with the average
tax rate of 27.7% in 2008, compared with the average tax rate of 15.7% level in 2007. The increase of average tax rate
is mainly due to the cessation of the income tax rate concession for firms that export over 70% of their products.
Moreover, in 2008, the dividend distributable by the PRC subsidiary of the Company is subject to a withholding tax
rate of 10%.

Net profit in 2008 was approximately HK$22.8 million, representing a 17.5% decline as compared to that of 2007. The
decline in net profit mainly came from the one time costs for the Transfer of Listing and the increase in applicable tax
rates.

JF Household Furnishings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

Liquidity, Financial Resources and Funding and Treasury Policy

The Group’s overall financial position was affected by two main factors: the 13.9% increase in turnover which increased
the working capital requirement, and the purchase of the Land in June 2008. The expansion was financed by concrete
support from banks.

As at 31 December 2008, the Group had bank and cash balances of approximately HK$21.5 million
(2007: HK$18.5 million) and net current assets of approximately HK$26.7 million which was much lower than the
approximately HK$45.6 million recorded in 2007, mainly due to higher bank borrowings and higher tax liabilities.
Non-current assets continue to increase by approximately HK$43.7 million to approximately HK$118.7 million in the
current year. The increase was mainly due to the approximately RMB27.1 million purchase of the Land in preparation
of further expansion.

As at 31 December 2008, the Group had current liabilities of approximately HK$126.4 million, which was higher than
the 2007 year end balance of approximately HK$111.1 million. The higher position consisted mainly of the increase of
current tax liabilities by approximately HK$4.5 million and the increase of bank borrowings by approximately HK$9.7
million related to the purchase of the Land.

Bank Loans and Other Borrowings

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

Gearing Ratio

The Group’s gearing ratio, which was derived from the total bank borrowings to total assets, declined to 29.8% in
2008 from 32.3% in 2007, as the Group purchased the Land at a consideration of approximately RMB27.1 million
while increasing its bank borrowing by around HK$6 million only.

Future Plans for Material Investments
Save as disclosed in this report, the Company had no material acquisition or capital expenditure plan as of 31 December 2008.

Contingent Liabilities
As at 31 December 2008, the Group did not have any significant contingent liabilities (2007 Nil).

Subsequent Events

No subsequent events occurred after 31 December 2008, which may have significant effects on the assets and
liabilities of future operations of the Group.

Foreign Exchange Exposure

All transactions of the Group are denominated in RMB, Hong Kong dollars or US dollars. As RMB may continue to
fluctuate in the foreseeable future, the Group will maintain a sizable portion of its borrowings in Hong Kong dollars,
which form a natural hedge with the Group’s sales denominated in US dollars.

Employees and Remuneration Policy

As at 31 December 2008, the Group employed approximately 820 staff in the PRC and Hong Kong, representing a
reduction of 120 staff from 31 December 2007. The Group’s remuneration to employees, including Directors’
emoluments, increased by approximately HK$5 million to approximately HK$28.8 million for the current fiscal year.
The Group reviews employee remuneration annually and rewards its employee with reference to the length of services
and performance. The Group also has the liberty to grant share options and bonuses to employees of the Group at
the discretion of the Directors based on the financial performance of the Group.

Capital Structure

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

Competing Interest

None of the Directors, management shareholders or their respective associates (as defined in the Rules Governing the
Listing of Securities on GEM (“GEM Listing Rules”) and the Rules Governing the Listing of Securities on the Stock
Exchange (“Listing Rules”) respectively), had any interests in any business which compete or may compete with the
Company or any other conflicts of interest which any such person may have with the Company.

JF Household Furnishings Limited
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DIRECTORS AND SENIOR MANAGEMENT

Executive Directors

Mr. Yan Siu Wai, aged 53, is one of the co-founders and Chairman of the Group. Mr. Yan is responsible for the
strategic planning, corporate development and supervision of overall management of the Group. Mr. Yan graduated
from Hong Kong Polytechnic University (formerly known as the Hong Kong Polytechnic) in 1976 with a higher diploma
in production engineering. In 1998, he also obtained a master degree in Science (Engineering Business Management)
from the University of Warwick, the United Kingdom. Mr. Yan is a member of the American Institute of Industrial
Engineers and American Society of Heating Refrigerating and Air-conditioning Engineers, Inc.. Mr. Yan has approximately
28 years of experience in industrial management and manufacturing. Mr. Yan is also a director of all of the subsidiaries
of the Company, namely JF Household Furnishings (Asia) Ltd., JF Household Furnishings (BVI) Ltd., Keylink Technology
Limited, JF Household Furnishings (Macau) Holdings Ltd., JF Household Furnishings Macao Commercial Offshore
Limited, JF A.C.R. Equipment Supplies (Ningbo) Co., Ltd., Ningbo JF Metal Products Co., Ltd. and Ningbo JF Furniture
Co., Ltd. Mr. Yan also held directorships and shareholding in other private companies, some of which are jointly
invested with Mr. Leung Kwok Yin. Further, both of Mr. Yan and Mr. Leung Kwok Yin are directors and controlling
shareholders of Multistack International Limited (“MIL”), a company listed on the Australian Stock Exchange.

The Company and Mr. Yan entered into a service agreement on 8 September 2005 in relation to Mr. Yan’s appointment
as an executive Director for an initial term of 3 years commenced from 8 September 2005 and expired on 7 September
2008 which term is renewable automatically for successive terms of one year each commencing from the day next
after the expiry of the then current term of their appointment, unless terminated by not less than 6 months’ notice in
writing served by either party at the end of the initial term or at any time thereafter. Pursuant to the service agreement,
Mr. Yan is entitled to receive a salary of HK$34,000 per month and a discretionary annual bonus. The salary of Mr. Yan
is determined with reference to his experience and responsibilities.

Mr. Leung Kwok Yin, aged 56, is one of the co-founders of the Group. Mr. Leung is responsible for product development,
materials sourcing and marketing of the Group. Mr. Leung graduated from Hong Kong Polytechnic University (formerly
known as the Hong Kong Polytechnic) in 1975 with a technician diploma in electrical engineering. Mr. Leung has been
partnering with Mr. Yan Siu Wai for investments in the PRC for approximately 28 years and has built substantial
manufacturing and distribution experiences in the PRC. Mr. Leung is also a director of all of the subsidiaries of the
Company, namely JF Household Furnishings (Asia) Ltd., JF Household Furnishings (BVI) Ltd., Keylink Technology
Limited, JF Household Furnishings (Macau) Holdings Ltd., JF Household Furnishings Macao Commercial Offshore
Limited, JF A.C.R. Equipment Supplies (Ningbo) Co., Ltd., Ningbo JF Metal Products Co., Ltd. and Ningbo JF Furniture
Co., Ltd. Mr. Leung also held directorships and shareholding in other private companies, some of which are jointly
invested with Mr. Yan Siu Wai. Further, both of Mr. Leung and Mr. Yan Siu Wai are directors and controlling shareholders
of MIL, a company listed on the Australian Stock Exchange.

The Company and Mr. Leung entered into a service agreement on 8 September 2005 in relation to Mr. Leung’s
appointment as an executive Director for an initial term of 3 years commenced from 8 September 2005 and expired
on 7 September 2008 which term is renewable automatically for successive terms of one year each commencing from
the day next after the expiry of the then current term of their appointment, unless terminated by not less than 6
months’ notice in writing served by either party at the end of the initial term or at any time thereafter. Pursuant to the
service agreement, Mr. Leung is entitled to receive a salary of HK$18,000 per month and a discretionary annual
bonus. The salary of Mr. Leung is determined with reference to his experience and responsibilities.

Mr. Bao Jisheng, aged 70, has been the general manager of the Group and JF A.C.R. Equipment Supplies (Ningbo)
Co., Ltd. (“JF Ningbo”) since January 2003. He joined the Group in January 1999. Mr. Bao was previously the factory
manager of Yuyao General Machinery Factory. Mr. Bao is responsible for the overall operation of JF Ningbo. He has
over 40 years of experience in manufacturing, industrial engineering and business management. Mr. Bao is a qualified
engineer. Mr. Bao is also a director of certain subsidiaries of the Company, namely JF Household Furnishings Macao
Commercial Offshore Limited, JF A.C.R. Equipment Supplies (Ningbo) Co., Ltd., Ningbo JF Metal Products Co., Ltd.
and Ningbo JF Furniture Co., Ltd.

The Company and Mr. Bao entered into a service agreement on 8 September 2005 in relation to Mr. Bao’s appointment
as an executive Director for an initial term of 3 years commenced from 8 September 2005 and expired on 7 September
2008 which term is renewable automatically for successive terms of one year each commencing from the day next
after the expiry of the then current term of their appointment, unless terminated by not less than 6 months’ notice in
writing served by either party at the end of the initial term or at any time thereafter. Pursuant to the service agreement,
Mr. Bao is entitled to receive a salary of HK$58,000 per month and a discretionary annual bonus. The salary of
Mr. Bao is determined with reference to his experience and responsibilities.
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DIRECTORS AND SENIOR MANAGEMENT

Non-executive Director

Mr. Kwan Kai Cheong, aged 59, graduated from the University of Singapore in 1973 with a degree in Accountancy.
Mr. Kwan is qualified as a Chartered Accountant in Australia in 1979 and is a member of the Hong Kong Institute of
Certified Public Accountants since 1982. He completed the Stanford Executive Program in 1992. He was previously
the president and chief operating officer for the Asia Pacific Region of Merrill Lynch & Co.. Mr. Kwan was appointed as
an independent non-executive Director in March 2005. Mr. Kwan is also a non-executive director of China Properties
Group Limited, a company listed on the Main Board. He is an independent non-executive director for several listed
companies in Hong Kong, namely Hutchison Telecommunications International Limited, Hutchison Harbour Ring Limited,
Soundwill Holdings Limited, Win Hanverky Holdings Limited, SPG Land (Holdings) Limited and Sunlight REIT (which
are all listed on the Main Board of the Stock Exchange). He was also appointed an independent non-executive director
of T.S. Telecom Technologies Limited, a company listed on GEM, on 10 March 2005 and had resigned on 21 January
2008. Further, Mr. Kwan was also a director of Yaohan International Holdings Limited, a company previously listed on
the Main Board which is pending liquidation. Mr. Kwan was a non-executive director of China Medical and Bio Science
Limited (formerly known as “China Medical Science Limited”), a company listed on GEM with provisional liquidator
appointed on 3rd December 2008, and Mr. Kwan had resigned on 20 May 2008.

Mr. Kwan was appointed as an independent non-executive Director with an initial term of appointment of 30 months
commenced from 8 March 2005, which term had been renewed for a further term of 24 months commenced from
8 September 2007 which is terminable by serving at least 3 months’ prior notice in writing unless otherwise mutually
agreed between Mr. Kwan and the Company. On 9 April 2008, Mr. Kwan was re-designated as a non-executive
Director of the Company, and the terms of his appointment continued to be effective save for the re-designation.
Following his re-designation, Mr. Kwan ceased to be the chairman of the audit committee and remuneration committee
of the Company, but remains as a member of such committees. Mr. Kwan is entitled to receive a fee of HK$100,000
per annum which is determined with reference to his experience and estimated time to be spent.

Independent Non-executive Directors

Mr. Yu Hon Wing Allan, aged 52, graduated from the Hong Kong Polytechnic University (formerly known as the Hong
Kong Polytechnic) in 1978 with a higher diploma in Accountancy. Mr. Yu is a Certified Public Accountant (Practising)
with the Hong Kong Institute of Certified Public Accountants (formerly known as the Hong Kong Society of Accountants).
He is also a fellow of the Chartered Association of Certified Accountants since 1986. Mr. Yu was appointed as an
independent non-executive Director in March 2005. Mr. Yu is an independent non-executive director of MIL, a company
listed on the Australian Stock Exchange, whose controlling shareholders are Mr. Yan Siu Wai and Mr. Leung Kwok Yin.

Mr. Yu was appointed as an independent non-executive Director with an initial term of appointment of 30 months
commenced from 8 March 2005, which term had been renewed for a further term of 24 months commenced from
8 September 2007 which is terminable by serving at least 3 months’ prior notice in writing unless otherwise mutually
agreed between Mr. Yu and the Company. Mr. Yu is entitled to receive a fee of HK$60,000 per annum which is
determined with reference to his experience and estimated time to be spent. Mr. Yu is the chairman of the audit
committee and remuneration committee of the Company.

Mr. Garry Alides Willinge, aged 59, is a fellow of the Australian Institute of Company Directors and a fellow of the Hong
Kong Institute of Directors. He is also an Adjunct Professor with the Curtin Business School. He graduated from the
University of Melbourne, Australia in 1970 with a Bachelor of Science. In 1996, he also obtained a Graduate Diploma
in Applied Finance and Investment from the Securities Institute Education in Australia (now known as “The Securities
Institute of Australia”). Mr. Willinge has worked in a number of management roles in a multinational information technology
company. Mr. Willinge was appointed as an independent non-executive Director in March 2005. Mr. Willinge is also an
independent non-executive director of China Properties Group Limited, a company listed on the Main Board of the
Stock Exchange. He was an independent non-executive director of China Medical and Bio Science Limited (formerly
known as “China Medical Science Limited”), a company listed on GEM with provisional liquidator appointed on 3rd
December 2008, and Mr. Willinge had resigned on 24 October 2008.

Mr. Willinge was appointed as an independent non-executive Director with an initial term of appointment of 30 months
commenced from 8 March 2005, which term had been renewed for a further term of 24 months commenced from
8 September 2007 which is terminable by serving at least 3 months’ prior notice in writing unless otherwise mutually
agreed between Mr. Willinge and the Company. Mr. Willinge is entitled to receive a fee of HK$100,000 per annum
which is determined with reference to his experience and estimated time to be spent. Mr. Willinge is a member of the
audit committee and remuneration committee of the Company.
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DIRECTORS AND SENIOR MANAGEMENT

Mr. Chu Kwok Man (5B R), aged 53, is a solicitor practising in Hong Kong since 1983. He was awarded the degree
of Master of Laws by the City University of Hong Kong and the degree of Master of Corporate Finance by The Hong
Kong Polytechnic University. Mr. Chu is also an independent non-executive director of Decca Holdings Limited, a
company listed on the Main Board of the Stock Exchange, and MIL, a company listed on the Australian Stock Exchange,
whose controlling shareholders are Mr. Yan Siu Wai and Mr. Leung Kwok Yin.

Mr. Chu was appointed as an independent non-executive Director with an initial term of appointment of 17 months
commenced from 9 April 2008, which term is terminable by serving at least 3 months’ prior notice in writing unless
otherwise mutually agreed between Mr. Chu and the Company. Mr. Chu is entitled to receive a fee of HK$60,000 per
annum which is determined with reference to his experience and estimated time to be spent. Mr. Chu is a member of
the audit committee and remuneration committee of the Company.

Senior Management

Mr. Bao Xiangqgian, aged 43, joined the Group in January 1999 and was promoted to be the general manager of
Ningbo JF Furniture Co., Ltd. in November 2007 and is in charge of the Group’s marketing activities and
correspondences with overseas customers. Mr. Bao graduated from East China University of Technical Engineering in
1988 with a bachelor degree major in Scientific English. He has been engaged in international trading for 16 years. Mr.
Bao obtained a Master of Business Administration from the University of Canberra, Australia in July 2005. Mr. Bao is
the son of Mr. Bao Jisheng.

Mr. Wang Shengkang, aged 67, joined the Group in June 2002 and was promoted to the position of deputy general
manager in November 2004. Mr. Wang is responsible for the personnel and daily administrative operations of the
Group. He has been engaged in corporate administration for 20 years.

Mr. Wu Dingfeng, aged 45, joined the Group in January 2003, and was appointed as the deputy general manager of
Ningbo JF Furniture Co., Ltd. Mr. Wu is responsible for general and technical operations of the Ningbo JF Furniture
Co., Ltd. Mr. Wu graduated from the faculty of mechanical engineering in (Zhejiang Engineering College, the PRC) in
19883 with a bachelor degree in engineering. Mr. Wu has been in mechanical engineering industry for over 20 years.
Prior to joining the Group in January 2003, Mr. Wu had worked for Yuyao General Machinery Factory and Yuyao
Jiehua Compressor Ltd., as technical manager and chief engineer.

Mr. Zheng Yao, aged 48, joined the Group in December 2007 and was appointed as the deputy general manager of JF
A.C.R. Equipment Supplies (Ningbo) Co., Ltd. Mr. Zheng was responsible for the administration and management of
the factory. Mr. Zheng graduated from Zhejiang Radio & TV University in 1986 majoring in industrial accounting. Mr.
Zheng is a qualified accountant and a member of The Chinese Institute of Certified Public Accountants in the PRC. Mr.
Zheng has over 20 years of experience in business management. Prior to joining the Group in December 2007. Mr.
Zheng worked for Shuaikang Group Co., Ltd. as deputy general manager.

Mr. Cheung Wai Tak, aged 56, joined the Group as the financial controller in May 2005 and has been working in the
finance and accounting field for over 20 years. Mr. Cheung is a Certified Public Accountant in the United States and is
a member of the Hong Kong Institute of Certified Public Accountants. He graduated with an MBA degree from the
University of California at Berkeley, the United States in 1981.
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REPORT OF THE DIRECTORS

The Directors are pleased to present their report together with the audited financial statements of JF Household
Furnishings Limited (“the Company”) and its subsidiaries (collectively the “Group”) for the year ended 31 December
2008.

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

Principal Activities

The Company is an investment holding company. The Group is principally engaged in the manufacture and sale of (i)
furnishings, home products and accessories primarily used in kitchens and bathrooms with stainless steel as raw
materials and (ii) wooden panel furniture. Turnover represents invoiced value of goods sold, net of value-added tax,
and after allowance for goods returned and trade discounts.

An analysis of the turnover from the principal activities during the financial year is set out in note 6 to the financial
statements.

Major Customers and Suppliers

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

Percentage of the Group’s
total Sales/Purchases

The largest customer 79.4%
Five largest customers in aggregate 98.6%
The largest supplier 20.8%
Five largest suppliers in aggregate 55.1%

None of the Directors or any of their associates or any shareholders of the Company (who or which to the knowledge
of the Directors own more than 5.0% of the share capital of the Company) has any beneficial interest in any of the
Group’s five largest customers and suppliers.

Dividend

Pursuant to a resolution passed at a Directors’ meeting on 7 April 2009, a final dividend of HK5 cents per share was
recommended to be paid to shareholders of the Company, subject to shareholders’ approval at the forthcoming
annual general meeting.

Property, Plant and Equipment

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

Distributable Reserves

At 31 December 2008, the Company’s reserves available for cash distribution amounted to approximately HK$100.9
million. Under the Companies Law (Revised) of the Cayman Islands, the share premium of the Company is distributable
to the shareholders of the Company provided that immediately following the date on which the dividend is proposed
to be distributed, the Company will be in a position to pay off its debts as they fall due in the ordinary course of
business. The share premium may also be distributed in the form of fully paid bonus shares.

Share Capital

Details of movements in share capital of the Company during the year are set out in note 28 to the financial statements.
Shares were issued during the year pursuant to the exercise of certain pre-IPO share options during the year.
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REPORT OF THE DIRECTORS

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

Executive Directors

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

Non-Executive Director

Mr. Kwan Kai Cheong

Independent Non-Executive Directors

Mr. Yu Hon Wing Allan
Mr. Garry Alides Willinge
Mr. Chu Kwok Man

Directors’ Service Contracts

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

The Board appointed Mr. Kwan Kai Cheong, Mr. Garry Alides Willinge and Mr. Yu Hon Wing Allan as independent non-
executive Directors on 8 March 2005 for a term of 30 months commenced from 8 March 2005 which term had expired
on 7 September 2007 (“Initial Term”). Following the expiration of the Initial Term, the respective independent non-
executive Directors had been re-appointed for a further-term of 24 months commenced from 8 September 2007. The
further term of appointment will be terminable by serving at least 3 months’ prior notice in writing unless otherwise
mutually agreed between the respective independent non-executive Director and the Company. On 9 April 2008,
Mr. Kwan Kai Cheong was re-designated as a non-executive Director of the Company, and the terms of his appointment
continued to be effective save for the re-designation.

The Board appointed Mr. Chu Kwok Man as independent non-executive Director on 9 April 2008 with an initial term of
17 months, which term is terminable by serving at least 3 months’ prior notice in writing unless otherwise mutually
agreed between Mr. Chu Kwok Man and the Company.

Directors’ interests and short positions in shares, underlying shares and

debenture of the Company or its associated corporations

As at 31 December 2008, the interests and short positions of the Directors and the chief executives of the Company
and each of their respective associates (as defined under the Listing Rules), in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (“SFO”) which (a) were required, to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of the Part XV of the SFO (including interests and
short positions which the Directors were taken or deemed to have under such provisions of the SFO); or (b) were
required, pursuant to section 352 of the SFO, to be entered in the register referred to therein; or (c) were required,
pursuant to the Model Code for Securities Transactions by Directors of Listed Companies contained in the Listing
Rules, to be notified to the Company and the Stock Exchange were as follows:

JF Household Furnishings Limited
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REPORT OF THE DIRECTORS

Interests in the shares of the Company
Approximate

percentage

of the total

Personal Family Corporate issued capital of

Name of Director interests interests interests Total the Company

Mr. Yan Siu Wai 12,600,000 — 63,000,000 75,600,000 43.45%
(Note 1)

Mr. Leung Kwok Yin 15,120,000 — 12,600,000 27,720,000 15.93%
(Note 2)

Mr. Bao Jisheng 1,000,000 — 22,680,000 23,680,000 13.61%
(Note 3)

Notes:

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

2. Among these 27,720,000 shares, (i) 12,600,000 shares were registered in the name of Joyday Consultants Limited (“Joyday”);
and (i) the remaining 15,120,000 shares were registered in the name of Mr. Leung Kwok Yin directly. Joyday is a company
incorporated in the BVI and whose entire issued capital is solely owned by Mr. Leung Kwok Yin. By virtue of the SFO, Mr.
Leung Kwok Yin was deemed to be interested in 12,600,000 shares through his shareholdings in Joyday.

3. Among these 283,680,000 shares, (i) 22,680,000 shares were registered in the name of Hero Talent Investments Limited

(“Hero Talent”); and (i) the remaining 1,000,000 shares were registered in the name of Mr. Bao Jisheng directly. Hero Talent
is a company incorporated in the BVI and whose entire issued capital is solely owned by Mr. Bao Jisheng. By virtue of the
SFO, Mr. Bao Jisheng was deemed to be interested in 22,680,000 shares through his shareholdings in Hero Talent.

Interests in underlying shares of the Company

As at 31 December 2008, three executive Directors have been granted options to subscribe for shares, pursuant to
the Pre-IPO Share Option Scheme) as defined in the paragraph headed “Share Options” below), details of the
outstanding share options are set out as follows:

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

12 October 2010

JF Household Furnishings Limited
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REPORT OF THE DIRECTORS

Note:

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

Save as disclosed above, as at 31 December 2008, none of the Directors or chief executive of the Company and each
of their respective associates (as defined under the Listing Rules) had or was deemed to have any interests or short
positions in the shares, underlying shares or debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the SFO) which (a) were required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests or short positions which the Directors were
taken or deemed to have under such provisions of the SFO); or (b) were required, pursuant to Section 352 of the SFO,
to be entered in the register referred to therein; or (c) were required, pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies contained in the Listing Rules, to be notified to the Company and the
Stock Exchange.

Substantial Shareholders

As at 31 December 2008, other than the interests disclosed above in respect of certain Directors, the Directors were
not aware of any other persons who had interests or short positions in the shares or the underlying shares of the
Company as recorded in the register required to be kept under section 336 of the SFO.

Share Options

By written resolutions passed on 8 September 2005, the then shareholders of the Company approved and adopted a
share option scheme entitling the Board to grant Share options at its discretion before the listing of the Shares (the
“Pre-IPO Share Option Scheme”), and conditionally adopted a post-IPO share option scheme on GEM (the “Post-IPO
Share Option Scheme”). By an ordinary resolution passed on 26 November 2008, the then shareholders of the Company
approved (i) the adoption of a new share option scheme (“New Share Option Scheme”), and (i) the termination of
the Pre-IPO Share Option Scheme and the Post-IPO Share Option Scheme. Pursuant to the terms of the Pre-IPO
Share Option Scheme, the share options previously granted under the Pre-IPO Share Option Scheme but not yet
exercised will remain valid and exercisable in accordance with the provisions of the Pre-IPO Share Option Scheme
and the terms of issue of such options. Details of the share options granted on 8 September 2005 pursuant to the
Pre-IPO Share Option Scheme and remained outstanding as at 31 December 2008 are as follows:

Options
exercised
Options held during the Options held
as at year ended as at
1 January 31 December 31 December Exercise
2008 2008 2008 price
HK$
(A) Employees 2,688,000 — 2,688,000 0.80
3,780,000 (2,055,000) 1,725,000 0.56
(B) Directors
Yan Siu Wai 4,435,200 — 4,435,200 0.80
Leung Kwok Yin 2,956,800 - 2,956,800 0.80
Bao Jisheng 3,360,000 (1,000,000) 2,360,000 0.80
17,220,000 (3,055,000) 14,165,000

Share Option Scheme
Save as disclosed above, no options granted under the Pre-IPO Share Option Scheme and the Post-IPO Share
Option Scheme are still outstanding, and no options have been granted under the New Share Option Scheme since
its adoption on 26 November 2008.

JF Household Furnishings Limited
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REPORT OF THE DIRECTORS

Directors’ Interests in Contracts

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

Purchase, Sale or Redemption of Shares

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

Continuing Connected Transactions

Reference is made to the announcements of the Company dated 28 April 2008 and 17 September 2008. On 21 April
2008, JF A.C.R. Equipment Supplies (Ningbo) Co., Ltd.(Z F # 2 X & A mA R 2 7)) (“JF Ningbo”), a wholly foreign
owned enterprise established in the PRC and a wholly owned subsidiary of the Company, and Yuyao Jiefeng
Air-Conditioning Equipment Company Limited (& %k 3 £ 22 58 :% #5 B R A 7)) (“Jiefeng Air-Con”), a Sino-foreign equity
joint venture established in the PRC, entered into a lease pursuant to which Jiefeng Air-Con as landlord agreed to
construct the 4th floor (“4th Floor”) of a factory building erected on No.57 Yuli Road, Yuyao Industrial Development
Zone B, Yuyao City, PRC, owned by Jiefeng Air-Con (“Factory Building”) of approximately 7,000 sg.m., and to grant a
lease of the 4th Floor to JF Ningbo for a term of three years commencing from the date of delivery of the 4th Floor to
JF Ningbo by Jiefeng Air-Con for use after the lawful completion of the final examination (which will not be later than
31 October 2008 unless otherwise agreed by JF Ningbo) at a monthly rental of RMB8.00 per sq.m. (“Lease for the 4th
Floor”). According to the terms of the Lease for the 4th Floor, the total rental for three years will amount to RMB2,016,000.
The total rental for three years will be paid in advance by way of stage payment in accordance with the progress of the
construction of the 4th Floor. Jiefeng Air-Con had undertaken that the rental to be prepaid will be applied to fund the
construction of the 4th Floor.

In addition, JF Ningbo (as tenant) and Jiefeng Air-Con (as landlord) had entered into (i) a lease (in Chinese) dated
30 November 2007 in respect of the leasing of a portion of the 2nd Floor of the Factory Building of approximately
813.94 sg.m. for a term of 2 years commenced from 11 September 2007 and expiring on 10 September 2009 (“the
2nd Floor Lease”); and (ii) a lease (in Chinese) dated 1 January 2008 in respect of the leasing of a portion of the 3rd
floor of the Factory Building of approximately 2,750 sg.m. for a term of 2 years commenced from 1 January 2008 and
expiring on 31 December 2009 (“the 3rd Floor Lease”), both at a monthly rental of RMB10.00 per sg.m..

Jiefeng Air-Con’s equity interest is owned ultimately as to approximately 27.42% by Mr. Yan Siu Wai and as to 18.28%
by Mr. Leung Kwok Yin. The then ultimate shareholdings of Mr. Yan Siu Wai and Mr. Leung Kwok Yin in Jiefeng Air-Con
are held through their shareholdings in Better Asia Limited, a company incoporated in the British Virgin Islands which
issued share capital is owned as to 60% by Mr. Yan Siu Wai and 40% by Mr. Leung Kwok Yin. Jiefeng Air-Con is
therefore a connected person (as defined under the then applicable GEM Listing Rules) of the Company.

The transactions contemplated under the Lease for the 4th Floor, the 2nd Floor Lease and the 3rd Floor Lease
(collectively the “Connected Leases”) constituted continuing connected transactions of the Company under the then
applicable GEM Listing Rules. Furthermore, as the Connected Leases were all entered into between same parties, i.e.
JF Ningbo as tenant and Jiefeng Air-Con as landlord, and all such leases related to various parts of a property situated
in the same location, the transactions under the Connected Leases constituted a series of transactions pursuant to
the then applicable GEM Listing Rules. Accordingly, the rental payable under the Connected Leases was aggregated
for the purpose of calculating the relevant percentage ratios. As the relevant percentage ratios of the aggregate
annual rental under the Connected Leases was less than 2.5% on an annual basis, the transactions under the Connected
Leases constituted non-exempt continuing connected transactions under the then applicable GEM Listing Rules.

JF Household Furnishings Limited
Annual Report 2008



EFTHRE

EERNEHONER

RIREERER ZIF R ETRA (REREMAD - LR (RERLEHR RBEBRR ST RUZBRKATRE
REER/REBATRH2XHI ARAZSEEHERARDSIEEAMB AR L2 N FEARIANFER
EARRAFEZERANTERIRERABEAER -

BE HEIEDR®G
ARRFAMBRAE-TTEETATSARAEREME  ARARLEAHBLTEEBE  HEAMEALT
EERRR -

FEBEXRS

BURAARRBEMA—_TENFUA T N\BER_FTN\FAA+LERZAMH R-FTN\FHA-_+—H K
REANPBER LIz 2EMBRRAMINBECEXEREEREARERAR ([BREL]) BERFERIZHINEGE
CEMRIBELERRBERAB ([FE=R) FTHERZ - Bt XTRLEARNEREE=RHMANUNTE
T & SRk T AR B R 32 (B BIR £ 38 575R 497,000F 75 KB 25 (TMfE ) FREENER ((FHER]) -
YHFEMEEETERREL  SH=F BREBRUAZZKR (TER-_ZTNEFTA=1T—08  EEFELR
BENEMBERRIN AREEHINENER TERELEZ BRG - 8 AHE /T FHAKARES.007T ([ MEE
HED - REFNERBHEERRGER  ZFEESH/ARE2,016,0007T - —FAMESHREFHEZNEZRE
EADREERMNROTAEN - #E=HAGG  ANZHEKREFNEENERES -

BEAN - FAAERBEERETIFEERFHOIN _ZTLF+—A=THRFT O XEL - HELB813.94F 77 KB M
FREFE_EM—&  HBERE B -_TZLFAAT-RARBRE_ZTAFAATRIF(E_EREE]) :
LR —ZFNF—A— BB~ XAEY - HEXN2,750F T KNMEREEFE =2 —20 - BHRF - B
“EE)N\EF-A-HRBE_TTEAFT A=t RIH((E=EEHEE])  r MOHBVNEAESHR/ETF XK
AR#10.007T °

REERH IR RRHTRBITERBR27 42% AR RBEE L EFHE18.28% - HFHREKRERA ABIIKELE
NMRBEERANELS =82 R#ETE BE KB 2 A F]Better Asia Limited#5 4 Z A RN RE# B R B B~
HEKE AN R RE B LD RIFEEH60%KRA40%E HITHRA - At - BEERA/ARARZ —REAEAL (EE
REBERZAIEREHHRAD

REBARBERZAERLTHRA  ENESEHEE F_EEHENNE=-EEBHE HEABMERE]) BT HET
ZRGERARBFBERERZ S W MRBEEREIAMERRMNTOTRT  ABRARREEHETFE
= BfERSHENRUNFE - HEN—RNENTREOMEE  REEREMAZAIER ETMRA - BEHE
ANZRBBERENRZ S - Fitt - BERER T ZERNESHAEREE LM T UANE - AREERERTZF
BB BEENLRFAERR25%  HREEFERBZAXZR ETRUBEHERT 2R ZIBERTEHRR
ZRERERS -

REREAEARAT
2R \FEH



= .

REPORT OF THE DIRECTORS

On 17 September 2008, due to the failure of Jiefeng Air-Con to obtain the necessary construction commencement
permit, JF Ningbo and Jiefeng Air-Con entered into a cancellation agreement (“Cancellation Agreement”) to terminate
all rights, duties and obligations of the parties under the Lease for the 4th Floor with immediate effect. Pursuant to the
Cancellation Agreement, Jiefeng Air-Con was not required to construct the 4th Floor and to lease the 4th Floor to JF
Ningbo and JF Ningbo was not required to pay any rent or any other expenses. Further, JF Ningbo and Jiefeng
Air-Con had confirmed and undertaken under the Cancellation Agreement that neither party shall make any claim
against the other party for any compensation.

Despite the Lease for the 4th Floor is terminated, the 2nd Floor Lease and the 3rd Floor Lease remain valid and in full
force and effect.

Bank Loans and Other Borrowings

Particulars of bank loans and finance lease payable of the Group as at 31 December 2008 are set out in notes 25 and
26 to the financial statements.

Retirement Schemes

The Group maintains a mandatory provident fund (“MPF Scheme”) for all qualifying employees in Hong Kong. The
Group’s and employee’s contributions to the MPF Scheme are based on 5% of the relevant income of the relevant
employee (up to a cap of monthly relevant income of HK$20,000) and in accordance with the requirements of the
Mandatory Provident Fund Schemes Ordinance and related regulations.

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

Auditors

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

JF Household Furnishings Limited
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CORPORATE GOVERNANCE REPORT

Code of Best Practice

The Group is committed to ensuring high standards of corporate governance and business practices. The Group has
complied throughout the period from 1 January 2008 to 31 December 2008 with the code provisions set out in the
Code on Corporate Governance Practices contained in Appendix 15 of the GEM Listing Rules (before the Transfer of
Listing) and Appendix 14 of the Listing Rules (after the Transfer of Listing). The Board will continue to commit itself to
achieving a high quality of corporate governance.

Directors’ Securities Transactions

The Group has adopted a code of conduct regarding Directors’ securities transactions as set out in Rules 5.48 to
5.67 of the GEM Listing Rules (before the Transfer of Listing) and Appendix 10 of the Listing Rules (after the Transfer
of Listing). Having made specific enquiry, all Directors have fully complied with the required standard set out in Rules
5.48 to 5.67 of the GEM Listing Rules (before the Transfer of Listing) and Appendix 10 of the Listing Rules (after the
Transfer of Listing) for the year ended 31 December 2008.

Board of Directors

As at 31 December 2008, the Board comprised of seven members, namely the Chairman and two other executive
Directors, one non-executive Director, and three non-executive Directors who are independent as defined in the
Listing Rules (the biographies of the Directors are set out on page 14). Apart from the jointly invested businesses
between Mr. Yan Siu Wai and Mr. Leung Kwok Yin, there is no other relationship among the members of the Board.

The Board appointed Mr. Kwan Kai Cheong as independent non-executive Director on 8 March 2005 for an initial term
of 30 months commenced from 8 March 2005 and expired on 7 September 2007, which term had been renewed for
a further term of 24 months commenced from 8 September 2007 which is terminable by serving at least 3 months’
prior notice in writing unless otherwise mutually agreed between Mr. Kwan Kai Cheong and the Company. On 9 April
2008, Mr. Kwan Kai Cheong was re-designated as a non-executive Director of the Company, and the terms of his
appointment continued to be effective save for the re-designation.

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

Six Board meetings were held in 2008 and the attendance rate was 100%:

Name of directors Number of meetings Attended Attendance rate
Mr. Yan Siu Wai, (Chairman) 6/6 100%
Mr. Leung Kwok Yin 6/6 100%
Mr. Bao Jisheng 6/6 100%
Mr. Kwan Kai Cheong 6/6 100%
Mr. Garry Alides Willinge 6/6 100%
Mr. Yu Hon Wing, Allan 6/6 100%
Mr. Chu Kwok Man (appointed on 9 April 2008) 5/5 100%

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

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

JF Household Furnishings Limited
Annual Report 2008
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CORPORATE GOVERNANCE REPORT

Role of Chairman and General Manager
During the year under review, Mr. Yan Siu Wai was the Chairman and Mr. Bao Jisheng was the General Manager.

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

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

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

Audit Committee

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

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

The committee members possess diversified industry experience and the Chairman is an expert on financial and
auditing matters. The committee met three times last year. During 2008, the audit committee considered the external
auditors’ projected audit fees, discussed with the external auditors their independence and the nature and scope of
the audit; reviewed the interim and annual financial statements; and reviewed the external auditors’ management
letter and management’s response. As a result, they recommended the Board to adopt the first quarterly, the interim
and annual reports for 2008.

Remuneration Committee

The remuneration committee was set up to review the remuneration policies and approved the salary and bonus of
the executive Directors and certain key executives, to review the remuneration policy of the Group and to approve the
granting of options. One meeting was held in 2008. The remuneration committee comprises of four non-executive
Directors, amongst which three are independent non-executive Directors. No executive Director took part in any
discussion about his own remuneration.

Directors’ emoluments and retirement benefits are disclosed on pages 66 to 68. Details of the granting of options
under the Pre-IPO Share Option Scheme are disclosed on pages 84 to 86.

Nomination Committee

No nomination committee was established by the Company.

Auditor’s Remuneration

During the year ended 31 December 2008, the remuneration paid and payable to the auditors of the Company, RSM
Nelson Wheeler, for the provision of the Group’s audit services and taxation services were HK$580,000 and HK$5,500
respectively.

Related Party Transactions
The related party transactions are set out in note 36 to the financial statements.

By order of the board
Yan Siu Wai
Chairman
Hong Kong, 7 April 2009

JF Household Furnishings Limited
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INDEPENDENT AUDITOR’S REPORT

RSM Nelson Wheeler
HMiGE #E(EE)SHMEHEM
Certified Public Accountants

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

We have audited the consolidated financial statements of JF Household Furnishings Limited (the “Company”) set out
on pages 38 to 96, which comprise the consolidated balance sheet as at 31 December 2008, and the consolidated
income statement, consolidated statement of changes in equity and consolidated cash flow statement for the year
then ended, and a summary of significant accounting policies and other explanatory notes.

Directors’ responsibility for the financial statements

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

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit and to report our opinion
solely to you, as a body, and for no other purpose. We do not assume responsibility towards or accept liability to any
other person for the contents of this report. We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the HKICPA. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance as to whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgement, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and true and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by the directors,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion the consolidated financial statements give a true and fair view of the state of affairs of the Group as at
31 December 2008 and of the Group’s results and cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared in accordance with the disclosure requirements of
the Hong Kong Companies Ordinance.

RSM Nelson Wheeler
Certified Public Accountants
Hong Kong

7 April 2009

JF Household Furnishings Limited
Annual Report 2008
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CONSOLIDATED INCOME STATEMENT

mElm=R

—FF

For the year ended 31 December 2008 # & —ZEZ

NFE+ZA=+—HILFE

REVENUE Y 6 403,056,696 353,755,842
Cost of goods sold BmiHEKA (342,679,886) (304,886,077)
Gross profit ER 60,376,810 48,869,765
Other income N 7 4,826,701 4,567,934
Distribution costs P2 = 1D N (4,295,843) (4,252,584)
Administrative expenses THHAX (21,619,548) (18,257,393)
Other operating expenses Hih @ a % (2,288,887) —
PROFIT FROM OPERATIONS BEEF 36,999,233 35,927,722
Finance costs L= DN 10 (5,463,506) (3,127,637)
PROFIT BEFORE TAX R %% Al % A 31,535,727 32,800,085
Income tax expense FrB iR & 11(a) (8,730,054) (5,143,116)
PROFIT FOR THE YEAR KATRER

ATTRIBUTABLE TO EQUITY FAEA

HOLDERS OF THE COMPANY 72 A 12 22,805,673 27,656,969
DIVIDEND 3= 13 8,699,750 8,617,000
EARNINGS PER SHARE BREF 14
Basic HAK 0.13 0.16
Diluted g 0.13 0.16

JF Household Furnishings Limited
Annual Report 2008



CONSOLIDATED BALANCE SHEET
GEEERAR

At 31 December 2008

R-IEBEENF+—_A=1+—H

Non-current assets ERBEE
Property, plant and equipment Y% - B MEE 15 66,040,326 56,946,256
Land use rights 4 Hb {5 A A 16 50,700,545 18,072,369
Deposit paid for acquisition of U B8 £t (F AR
land use rights BtiEe 17 — =
Available-for-sale financial assets AHEESRmEE 18 2,000,000 —
118,740,871 75,018,625
Current assets RBEE
Inventories & 19 80,695,507 92,507,698
Trade receivables JEUNE 2 BR 3k 20 46,161,939 35,731,827
Deposits, other receivables e - HMEWFIAR
and prepayments AN FIE 3,743,696 5,600,919
Financial assets at fair value BAFETABREZ
through profit or loss SREE 21 - 2,288,887
Pledged bank deposits 2R ITERK 22 1,064,958 2,085,047
Bank and cash balances SRITMIR & 8k 22 21,460,400 18,473,982
153,126,500 156,688,360
Current liabilities REBERE
Trade payables FERTE SR 23 30,854,456 29,980,551
Other payables and accruals H b fEI I8 R EFTIE B 9,723,559 6,979,265
Due to directors Bt E EFKIE 24 — 540,000
Current tax liabilities AEHRIBEEE 7,492,310 3,011,352
Bank borrowings RITE 25 78,357,969 68,679,413
Finance lease payable e @ B EFUIE 26 - 1,903,207
126,428,294 111,093,788
NET CURRENT ASSETS BREBEE 26,698,206 45,594 572
TOTAL ASSETS LESS CURRENT X EZAEBRABAERE
LIABILITIES 145,439,077 120,613,197
Non-current liabilities ERBERE
Bank borrowings RITIEN 25 2,541,579 —
Finance lease payable FEAS Bt & M & FUE 26 - 4,282,215
Deferred tax liabilities EEFIBEAE 27 1,021,798 -
3,563,377 4,282,215
NET ASSETS BEE 141,875,700 116,330,982
CAPITAL AND RESERVES EXRAE
Share capital fi& 7% 28 1,739,950 1,709,400
Reserves e 140,135,750 114,621,582
TOTAL EQUITY 4R 141,875,700 116,330,982
Approved by the Board of Directors on 7 April 2009
BEEeR _TTNFNALBHE
Yan Siu Wai Leung Kwok Yin
EIJR B ZEE
Director Director
E- E
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FERRBHR

For the year ended 31 December 2008

HE_—Z

ENF+H=+—HIFFE

Reserves
Foreign Employee
currency share-based
Share Share Merger translation Capital General compensation Retained
capital premium reserve reserve reserve reserve reserve profits
RA%E AHEE NEXARE -ox:1 -t RERA
(Note aW(a) (Note a) (Note b) (Note ¢) (c)
(GBS (GEE) (I3t b) (o) (H3 31(c)
) HK$ HKS
BT BT
At 1 January 2007 1695850 22843068 7,358,082 2464614 946,832 10300320 2383684 41531805 89,524,264
Exchange difference on translation of
financial statements of subsidiaries
outside Hong Kong - - - 6,700,614 - - - - 6,700,614

Net income recognised directly in equity - - - 6,700,614 - - - - 6,700,614

Profit for the year by - - - - - - — 07656969 27,656,969

Total recognised income and expense KWﬂEnLZH INEEE

for the year - - - 6700614 - - — 07656969 34,357,583

Share issued on exercise of share options BfTEREREMET2RE  28() 13,550 1,088,217 - - - (322,967) - 758,800

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

Transfers Eﬁ% = = = = 3,196,660 - (3,196,660) -

At 31 December 2007 R=2R+E+-f=t-A 1709400 23011285 7058082 9,165,208 946,832 13496989 2060717  57,682449 116,330,082

Representing:

At 31 December 2007 after proposed
final dividend 49,065,449
Proposed final dividend 13 8,617,000
57,682,449
At 1 January 2008 -A-R 1709400 23911285 7,358,082 9,165,228 946,832 13496989 2060717  57,682449 116,330,982
Exchange difference on translation of ~ BEEEENHBAFZ
financial statements of subsidiaries BERRMELZELZR
outside Hong Kong - - - 9,405,245 - - - - 9,405,245

Net income recognised directly in equity ~ ERNBRAR A BT ZFHA - - - 9,405,245 - - - - 9,405,245

Profit for the year £ - - - - - - - 22,805,673 22,805,673

Total recognised income and expense ~ FARZZMARF %

for the year - - - 9405245 - = — 22805673 32210018

Share issued on exercise of share option  E{T(F B R EM T2 R 28 30,550 2,496,354 - - - - (576,104) - 1,950,800

Dividend paid EARE = = = = = = = (8,617,000) (8,617,000

Transfers - “é - - - - - 4,051,001 - (4,051,001) -

At 31 December 2008 NE+=R=t+-H 1,739,950 26,407,639 7,358,082 18,570,473 946,832 17,547,990 1,484,613 67,820,121 141,875,700

Representing:

At 31 December 2008 after proposed
final dividend 59,120,371
Proposed final dividend 13 8,699,750
67,820,121

Note: Bt &3

a. The merger reserve represents the difference between the nominal  a. EHEEER ST RAFNLANR#ITER
value of the share capital issued by the Company in exchange for EH(REEA]) KELENAAREETK
the nominal value of the share capital and share premium of its AEERBENEB AR ZBEAREDRER
subsidiaries arising from group reorganisation on 8 September 2005 B2ER -

(“Corporate Reorganisation”).

b. This represents the transfer from retained profits to capital reserve  b. BEAREEAZHEAARMNB AR ZEKESE
as a result of the write off of certain trade payables by Z 2 5 /& RERMABRAR ([EREL])/E TR
BfmBMR AT (JF A.C.R. Equipment Supplies (Ningbo) Co., Ltd.) Eo55IE - BREaNEBREENGHE - R
(“JF Ningbo”), a subsidiary of the Company. Pursuant to the Peoples BhEAREME ([HEL) 25 R REF#
Republic of China (“PRC”) accounting principles and financial K - REBERmEENEA R xE
regulations, any gains arising from debt restructuring which represent EEAEGROENEE  AREEEER
the difference between the final settlement and the carrying value of AN E AR EA TR IR o BULIERE R
the debt concerned are directly reflected in capital reserve and PMEBREEARGHE - EARARBER BIEEM
therefore not distributable. Accordingly, a transfer has been made ItHB AR ZER °
from retained profits to capital reserve. The capital reserve can only
be used to increase capital of this subsidiary.

c. The general reserve is set up by way of appropriation from the profit  c. — R VIR AR R BUER RIR KB BR T

after tax in accordance with the relevant laws and regulations in the
PRC. The rate of appropriation to the general reserve is subject to
the decision of the board of directors of PRC subsidiaries, but the
minimum appropriation rate is 10% of the profit after tax for each
year, until when the accumulated balance reaches 50% of its
registered capital. Pursuant to the relevant laws and regulations of
the PRC, if approvals are obtained from the relevant government
authorities, the general reserve can be used in setting off accumulated
losses or to increase the capital of this subsidiary.

JF Household Furnishings Limited
Annual Report 2008
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CONSOLIDATED CASH FLOW STATEMENT
GERERER

For the year ended 31 December 2008 #Z —EZENF+_-_HA=1+—HIFE

2008
= 2%

HK$
BT

CASH FLOWS FROM OPERATING K& EFEIMNEESRE

ACTIVITIES
Profit before tax B 75 A4 A 31,535,727 32,800,085
Adjustments for: B

Depreciation e 4,950,719 2,895,250

Amortisation of land use rights oMb {5 FR A 4R 448,468 168,630

Finance costs BE KA 5,463,506 3,127,637

Interest income A B A (156,792) (229,230)

Fair value change on financial BRAVEFAERZ

assets at fair value through TREERTEE
profit or loss 2,288,887 (2,288,887)

Operating profit before working EEESBEA]

capital changes B 48 & i A 44,530,515 36,473,485
Decrease/(increase) in inventories TR, (38 hn) 11,812,191 (50,181,132)
Increase in trade receivables FE W 5 BR ZIE AN (10,430,112) (9,203,876)
Decrease in deposits, e EtEUFIE R

other receivables and prepayments &5 238 i 1,857,223 341,042
Increase in trade payables FE & 5 BR FRIE AN 873,905 18,528,571
Increase in other payables H b &~ /I8 &

and accruals FEETIE B 1N 2,744,294 2,782,920
Decrease in amounts due to directors J& {5 2 = FXIE & 4 (540,000) =
Cash generated from/(used in) REEL (TR HWES

operations 50,848,016 (1,258,990)
Income tax paid B H (3,227,298) (3,867,012)
Net cash generated from/(used in)  &&ZEKEL  (FiH)

operating activities KR € F 58 47,620,718 (5,126,002)
CASH FLOWS FROM INVESTING REFZENESHRE

ACTIVITIES
Purchase of property, BEME  BER&E

plant and equipment 88 (9,959,741) (20,545,454)
Acquisition of land use rights L B = b {5 R A (31,765,164) —
Decrease in pledged bank deposits 2 #H R 1717 7OR 4 1,020,089 150,665
Sale proceeds from disposals of LEE - HE KR

property, plant and equipment RIEFT1SIHE IR 1,120 —
Decrease in amounts due from JE Uit A Bk R R FRIE R

related companies - 19,241
Inception of available-for-sale g EemMEE

financial assets (2,000,000) —
Interest received 2 HFE 156,792 229,230
Net cash used in investing activities & /& B FT AR IR & /F 58 (42,546,904) (20,146,318)
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CONSOLIDATED CASH FLOW STATEMENT
10 \éiﬁﬁiﬂt‘ng
For the year ended 31 December 2008 #Z _—ZZENF+_-_A=+—HIFFEZE

CASH FLOWS FROM FINANCING REEFEMNRERE

ACTIVITIES
Repayment of finance lease payable {E3E B gt & & 78 (6,185,422) (1,736,016)
Proceeds from issue of shares BITIRD FTIS R 0E 1,950,800 758,800
Inception of new bank loans HERITER 231,411,295 169,662,647
Repayment of bank loans BEFTER (225,331,583) (129,979,118)
Dividend paid EEE (8,617,000) (8,309,665)
Interest paid BRI A (5,463,506) (3,127,637)
Net cash (used in)/generated BhEEE (FrA)

from financing activities EAEMIR S FE (12,235,416) 27,269,011

NET (DECREASE)/INCREASEIN RERBRELZEYH
CASH AND CASH EQUIVALENTS (R2) /#iniE 48 (7,161,602) 1,996,691

EFFECT OF FOREIGN EXCHANGE /MNEE RSB f 2/ &
RATE CHANGES 7,225,558 3,608,849

CASH AND CASH EQUIVALENTS R—EB—HAMRER
AT 1 JANUARY HEEEY 15,002,820 9,397,280

CASH AND CASH EQUIVALENTS R+ =-—A=+—H®#®
AT 31 DECEMBER HERESEEY 15,066,776 15,002,820

ANALYSIS OF CASHAND CASH HSXMEREER
EQUIVALENTS AT END OF YEAR BRE&ZEY ST

Bank and cash balances IRITRREEHR 21,460,400 18,473,982
Bank overdrafts RITES 25 (6,393,624) (3,471,162)
15,066,776 15,002,820

JF Household Furnishings Limited
Annual Report 2008
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2008 #HZE _—ZEZENF+_A=+—HIFF/Z

General Information

The Company was incorporated in the Cayman Islands as
an exempted company with limited liability under the
Companies Law of the Cayman Islands. The address of its
registered office is Cricket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman, KY1-1111, Cayman Islands. The
address of its principal place of business is 15th floor, EIB
Tower, 4-6 Morrison Hill Road, Wanchai, Hong Kong. The
Company’s shares were previously listed on the Growth
Enterprise Market (the “GEM”) of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) and the listing of which
were subsequently transferred to the Main Board of the Stock
Exchange on 10 September 2008.

The Company is an investment holding company. The
principal activities of its subsidiaries are set out in note 32 to
the financial statements.

Adoption of New and Revised Hong
Kong Financial Reporting Standards

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

The Group has not applied the new HKFRSs that have been
issued but are not yet effective. The Group has already
commenced an assessment of the impact of these new
HKFRSs but is not yet in a position to state whether these
new HKFRSs would have a material impact on its result of
operations and financial position.
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For the year ended 31 December 2008 #Z —FTZENF+_-_H=+—HILFZE

3.

Significant Accounting Policies

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

These financial statements have been prepared under the
historical cost convention as modified by the revaluation of
financial assets at fair value through profit or loss which are
carried at their fair values.

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

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

(@) Consolidation

The consolidated financial statements include the
financial statements of the Company and its subsidiaries
made up to 31 December. Subsidiaries are entities over
which the Group has control. Control is the power to
govern the financial and operating policies of an entity
S0 as to obtain benefits from its activities. The existence
and effect of potential voting rights that are currently
exercisable or convertible are considered when assessing
whether the Group has control.

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

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

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

JF Household Furnishings Limited
Annual Report 2008

NOTES TO THE FINANCIAL STATEMENTS

3.

FESFEE

REAFEHRIIRBB AU HHRELER -
FEEARNERAMBRAES LT
HA(TEMREN) MEE R RHERDIEK
ZERBEBEREMMRES -

AU BEIRE SR AEOIRE - &
BUATEET A B SREES
fEHERT -

RETABBM RS EA N R
x o AERETERMEMMGEE - TF
EESRERASTERNBIREFITER
HIE - % K BB FE ) RAE K B
BRELEZERZBRJEMETHOAR
AR TS $RR P T4 R

RRANTS AR Y T ERHHRE
mF :

(@ #=AEKRE

RAPBRRBREARALEM
BRAGHEBE+_A=1+—H
IERIA IR - B AR AAE
BEE A EGIEZBR - 125
REEEZERBMBREER
R femBEXBGIUS =S 2%
1 o ERHE A KBRS A2
18 - @ BRI A TR
ZEERERNTFERYE -

MEBAR B EEGEEE TAE
Bz REZEEA AR - WRHE
BIHERLE BFIESEE AR -

HEMB A RN ERIHE S
RREREE A EEFRRER
2R/ A AR R R RIR N &R &
Wan sk RIORR SRR P B R B
AR AR AR RETINETE KRR
8o

SEANRRERS XZMESE
B A R e R B IR W T A8

BINEEIN T LA - BRIER
SERIBEBRNEREELIR
B - AARHHIE QR 2S5 HK
REVBEBERTE TER] - WA
REREEFIERMZ BER— 2 -



For the year ended 31 December 2008 &%= —ZFZ
3. Significant Accounting Policies (cont'q)

(b) Foreign currency translation

(i)

(i)

(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, which is the Company’s
functional and presentation currency.

Transactions and balances in each entity’s
financial statements

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

Translation on consolidation

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

— Assets and liabilities for each balance
sheet presented are translated at the
closing rate at the date of that balance
sheet;

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

= All resulting exchange differences are
recognised in the foreign currency
translation reserve.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2008 #Z —FTZENF+_-_H=+—HILFZE
3. Significant Accounting Policies conre) 3. ETEEFHE @

(b)  Foreign currency translation (cont’d) (b) IIEEHIBRE)
(i) Translation on consolidation (cont’d) (i) ARERE L (E)

On consolidation, exchange differences arising ek ER - R
from the translation of the net investment in BINR R B F R
foreign entities and of borrowings are BEEEZERZ8RIN
recognised in the foreign currency translation BELFETER B
reserve. When a foreign operation is sold, such B EBINEBE - 3
exchange differences are recognised in the MR EER R4 E W
consolidated income statement as part of the mEPERBEEER
profit or loss on disposal. 22— o

(c) Property, plant and equipment (c) Y% -BERRE

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

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

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

M - R MR E AR ANER R
ST E MR ERBIEYIER -

HEMRAGTABEREER -
{2 E B5%IA B AR 2 KRR
MaRAIERANEE RAZIAR
PRARBERI SERT B AT » AR A
—IEBYEE (ER) o Hibey
FrBEMERREERONEES
HRR R ERIIX -

W - BB RRETIABRER
T A A FHIAN R B A R
RABERISREE 2 L R B
E-TE2AEAFHET

Buildings 20 years B 20
Plant and machinery 10 years i8R 55 R A Ak 1046
Furniture, fixtures and equipment 2-5 years B - REREE 2-54%
Motor vehicles 5 years =2 5%

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

Construction in progress represents buildings under
construction and plant and machinery pending
installation, and is stated at cost less impairment
losses. Depreciation begins when the relevant assets
are available for use.
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For the year ended 31 December 2008 & &
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3. Significant Accounting Policies (cont'q)

()

(d)

Property, plant and equipment (cont’d)

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

Leases

(i) Operating leases

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

(i) Finance leases

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

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

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

()

(d)
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For the year ended 31 December 2008 & ZF —FEENF+-HA=+—HIFZ

3. Significant Accounting Policies (cont'q)

(e)

()

(9

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the weighted
average basis. The cost of finished goods and work
in progress comprises raw materials, direct labour and
an appropriate proportion of all production overhead
expenditure, and where appropriate, subcontracting
charges. Net realisable value is the estimated selling
price in the ordinary course of business, less the
estimated costs of completion and the estimated costs
necessary to make the sale.

Recognition and derecognition of financial
instruments

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

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

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

Investments

Investments are recognised and derecognised on a
trade date basis where the purchase or sale of an
investment is under a contract whose terms require
delivery of the investment within the timeframe
established by the market concerned, and are initially
measured at fair value, plus directly attributable
transaction costs except in the case of financial assets
at fair value through profit or loss.

Investments are classified as either financial assets at
fair value through profit or loss or available-for-sale
financial assets.

JF Household Furnishings Limited
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For the year ended 31 December 2008 &% —

3. Significant Accounting Policies (cont'q)

(9) Investments (cont’d)

(i)

(if)

Financial assets at fair value through profit
or loss

Financial assets at fair value through profit or
loss are either investments held for trading or
designated as at fair value through profit or loss
upon initial recognition. These investments are
subsequently measured at fair value. Gains or
losses arising from changes in fair value of
these investments are recognised in the income
statement.

Available-for-sale financial assets

Available-for-sale financial assets are non-
derivative financial assets not classified as trade
and other receivables, or financial assets at fair
value through profit or loss. Available-for-sale
financial assets are subsequently measured at
fair value. Gains or losses arising from changes
in fair value of these investments are recognised
directly in equity, until the investments are
disposed of or are determined to be impaired,
at which time the cumulative gains or losses
previously recognised in equity are recognised
in the income statement.

Impairment losses recognised in the income
statement for equity investments classified as
available-for-sale financial assets are not
subsequently reversed through the income
statement. Impairment losses recognised in the
income statement for debt instruments
classified as available-for-sale financial assets
are subsequently reversed and recognised in
the income statement if an increase in the fair
value of the instruments can be objectively
related to an event occurring after the
recognition of the impairment loss.
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For the year ended 31 December 2008 #Z —FTZENF+_-_H=+—HILFZE

3. Significant Accounting Policies (cont'q)

(h)

(i

Trade and other receivables

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

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

Cash and cash equivalents

For the purpose of the cash flow statement, cash and
cash equivalents represent cash at bank and on hand,
demand deposits with banks and other financial
institutions, and short-term highly liquid investments
which are readily convertible into known amounts of
cash and subject to an insignificant risk of change in
value. Bank overdrafts which are repayable on demand
and form an integral part of the Group’s cash
management are also included as a component of
cash and cash equivalents.

JF Household Furnishings Limited
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For the year ended 31 December 2008 & &

3. Significant Accounting Policies (cont'q)

0

(k)

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified
according to the substance of the contractual
arrangements entered into and the definitions of a
financial liability and an equity instrument under
HKFRSs. An equity instrument is any contract that
evidences a residual interest in the assets of the Group
after deducting all of its liabilities. The accounting
policies adopted for specific financial liabilities and
equity instruments are set out below.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred, and subsequently
measured at amortised cost using the effective interest
method.

Borrowings are classified as current liabilities unless
the Group has an unconditional right to defer
settlement of the liability for at least 12 months after
the balance sheet date.

Trade and other payables

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

Equity instruments

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

Revenue recognition

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

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

Interest income is recognised on a time-proportion
basis using the effective interest method.
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For the year ended 31 December 2008 & ZF —FEENF+-HA=+—HIFZ
3. Significant Accounting Policies conre) 3. ETEEFHE @

(1) Employee benefits

U

BEER

(i) Employee leave entitlements (i) 1EE A ZRE
Employee entitlements to annual leave and long EEFZFRERHAR
service leave are recognised when they accrue BRBREEEEZZSR
to employees. A provision is made for the KER AEEREE
estimated liability for annual leave and long HEHAHILEBERMH
service leave as a result of services rendered fREMEE 2 FBRER
by employees up to the balance sheet date. R B 2 bt B &

EL B -

Employee entitlements to sick leave and EEAZERBRERE
maternity leave are not recognised until the time & B IF IR T DA RE
of leave. 7 o

(i) Pension obligations (i) BULEME
The Group contributes to defined contribution N & B W R E BRI
retirement schemes which are available to all FrEIHR - MEREEY
employees. Contributions to the schemes by 28 o AEBEEES
the Group and employees are calculated as a JHFIZETIELRE S
percentage of employees’ basic salaries. The ZBADHEE - EE
retirement benefit scheme cost charged to the KA 7 R IKAE R T
income statement represents contributions B B AN 5 7 & B B e 2
payable by the Group to the funds. ST o

(iii)  Termination benefits (i) BARIRIETHE
Termination benefits are recognised when, and BHRIEBERSEER
only when, the Group demonstrably commits %‘% ERFER - BE -
itself to terminate employment or to provide BAXA] e w5t 2l
benefits as a result of voluntary redundancy by RIEEB & HIREZ

(m)

having a detailed formal plan which is without
realistic possibility of withdrawal.

Share-based payments

The Group issues equity-settled share-based
payments to certain employees. Equity-settled share-
based payments are measured at fair value (excluding
the effect of non market-based vesting conditions) of
the equity instruments at the date of grant. The fair
value determined at the grant date of the equity-settled
share-based payments is expensed on a straight-line
basis over the vesting period, based on the Group’s
estimate of shares that will eventually vest and
adjusted for the effect of non market-based vesting
conditions.
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For the year ended 31 December 2008 & &

3. Significant Accounting Policies (cont'q)

(n)

(0)

Borrowing costs

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

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

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

Government grants

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

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

(n)

(o)
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For the year ended 31 December 2008 & ZF —FEENF+-HA=+—HIFZ

3. Significant Accounting Policies (cont'q)

(P)

Taxation

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

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

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

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

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

Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is
settled or the asset is realised, based on tax rates
that have been enacted or substantively enacted by
the balance sheet date. Deferred tax is charged or
credited to the income statement, except when it
relates to items charged or credited directly to equity,
in which case the deferred tax is also dealt with in
equity.

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.
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For the year ended 31 December 2008 & &

3. Significant Accounting Policies (cont'q)

(@)

(r)

Related parties

A party is related to the Group if:

(vii)

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

the party is an associate;
the party is a joint venture;

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

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

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

the party is a post-employment benefit plan for
the benefit of employees of the Group, or of
any entity that is a related party of the Group.

Segment reporting

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

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

(@)

(r)
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For the year ended 31 December 2008 #Z —FTZENF+_-_H=+—HILFZE

3. Significant Accounting Policies (cont'q)

(r)

(s)

Segment reporting (cont’d)

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

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

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

Impairment of assets

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

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

If the recoverable amount of an asset or cash-
generating unit is estimated to be less than its carrying
amount, the carrying amount of the asset or cash-
generating unit is reduced to its recoverable amount.
An impairment loss is recognised immediately in the
income statement, unless the relevant asset is carried
at a revalued amount, in which case the impairment
loss is treated as a revaluation decrease.
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For the year ended 31 December 2008 & &

3. Significant Accounting Policies (cont'q)

(s)

(t)

(u)

Impairment of assets (cont'd)

Where an impairment loss subsequently reverses, the
carrying amount of the asset or cash-generating unit
is increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount
does not exceed the carrying amount that would have
been determined (net of amortisation or depreciation)
had no impairment loss been recognised for the asset
or cash-generating unit in prior years. A reversal of an
impairment loss is recognised immediately in the
income statement, unless the relevant asset is carried
at a revalued amount, in which case the reversal of
the impairment loss is treated as a revaluation increase.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the Group has a present legal
or constructive obligation arising as a result of a past
event, it is probable that an outflow of economic
benefits will be required to settle the obligation and a
reliable estimate can be made. Where the time value
of money is material, provisions are stated at the
present value of the expenditures expected to settle
the obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow is
remote. Possible obligations, whose existence will only
be confirmed by the occurrence or non-occurrence
of one or more future events are also disclosed as
contingent liabilities unless the probability of outflow
is remote.

Events after the balance sheet date

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

(s)

(t)

(u)
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2008 & ZF —FEENF+-HA=+—HIFZ

Critical Judgements and Key Estimates 4.

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
financial statements apart from those involving estimations,
which are dealt with below.

(a) Legal titles of certain land and buildings

As stated in notes 15 and 16 to the financial
statements, the titles of certain buildings and lands
were not transferred to the Group as at 31 December
2008. Despite the fact that the Group has not obtained
the relevant legal titles, the directors determine to
recognise those buildings and land use rights as
property, plant and equipment and land use rights on
the grounds that they expect the transfer of legal titles
in future should have no major difficulties and the
Group is in substance controlling those buildings and
lands.

Key sources of estimation uncertainty

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

(a) Property, plant and equipment and depreciation

The Group determines the estimated useful lives and
related depreciation charges for the Group’s property,
plant and equipment. This estimate is based on the
historical experience of the actual useful lives of
property, plant and equipment of similar nature and
functions. The Group will revise the depreciation
charge where useful lives are different to those
previously estimated, or it will write-off or write-down
technically obsolete or non-strategic assets that have
been abandoned or sold.
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Critical Judgements and Key Estimates 4.
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For the year ended 31 December 2008 #HZE _—ZEZENF+_A=+—HIFF/Z

(cont’d)

Key sources of estimation uncertainty (cont’d)

(b)

(c)

Impairment loss for bad and doubtful debts

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

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.

Financial Risk Management

The Group’s activities expose it to a variety of financial risks:
foreign currency risk, credit risk, liquidity risk and interest rate
risk. The Group’s overall risk management programme
focuses on the unpredictability of financial markets and seeks
to minimise potential adverse effects on the Group’s financial
performance.
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For the year ended 31 December 2008 #Z —FTZENF+_-_H=+—HILFZE

5. Financial Risk Management (cont'q)

(@)

Foreign currency risk

The Group has certain exposure to foreign currency
risk as most of its business transactions, assets and
liabilities are principally denominated in Hong Kong
dollars (“HKD”), United States dollars (“USD”), EURO
(*EUR”) and Renminbi (“RMB”). The Group entered into
foreign currency forward contracts to mitigate the
foreign currency risk arising from sales of goods
denominated in USD. The Group currently does not
have a foreign currency hedging policy in respect of
other foreign currency transactions, assets and
liabilities. The Group will monitor its foreign currency
exposure closely and will consider hedging significant
foreign currency exposure should the need arise.

At 31 December 2008, if the USD had weakened 5
per cent against the RMB with all other variables held
constant, consolidated profit after tax for the year
would have been approximately HK$428,000 lower
(2007: HK$426,000 higher), arising mainly as a result
of exchange gain or loss on bank and cash balances,
receivables, payables and borrowings denominated
in USD. If the USD had strengthened 5 per cent against
the RMB with all other variables held constant,
consolidated profit after tax for the year would have
been approximately HK$428,000 higher (2007:
HK$426,000 lower), arising mainly as a result of
exchange gain or loss on bank and cash balances,
receivables, payables and borrowings denominated
in USD.

At 31 December 2008, if the EUR had weakened 10
per cent against the HKD with all other variables held
constant, consolidated profit after tax for the year
would have been approximately HK$496,000 lower
(2007: HKS$NIl), arising mainly as a result of exchange
loss on bank and cash balances denominated in EUR.
If the EUR had strengthened 10 per cent against the
HKD with all other variables held constant,
consolidated profit after tax for the year would have
been approximately HK$496,000 higher (2007:
HK$NIl), arising mainly as a result of exchange gain
on bank and cash balances denominated in EUR.
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For the year ended 31 December 2008 & &

5. Financial Risk Management (cont'q)

(b)

()

Credit risk

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

It has policies in place to ensure that sales are made
to customers with an appropriate credit history.

The credit risk on cash and bank balance is limited
because the counterparties are banks with high credit-
ratings assigned by international credit-rating
agencies.

The Group has significant concentration of credit risk
to its trade receivables as the Group’s largest customer
contributed over 79% of the turnover for the year and
shared over 73% of the trade receivables at the
balance sheet date. The Group has policies and
procedures to monitor the collection of the trade
receivables to limit the exposure to non-recoverable
of the receivables and there is no recent history of
default for the Group’s largest customer.

Liquidity risk

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

(b)

()

e
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For the year ended 31 December 2008 #Z _—ZZENF+_-_A=+—HIFFEZE

5. Financial Risk Management (cont'q)

()

(d)

Liquidity risk (cont’d)

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

5.

Less than
1 year
—F R

HK$
BT

At 31 December 2008 R-BEN\F

t-A=t-8
Bank borrowings RITEN 79,454,165
Other payables and accruals £l e 2008 &

FEETIER 9,723,559
Trade payables B8 S8R5 30,854,456
At 31 December 2007 R-ZZtHF

+=A=+-H
Bank borrowings RITIE 68,679,413
Finance lease payable ENRMEHENRE 2,266,341
Other payables and accruals ~ E AN A K

JEFTIER 6,979,265
Trade payables B E SRR 29,980,551
Due to directors [ENESFIE 540,000

Interest rate risk

At 31 December 2008, the Group’s deposits
denominated in USD amounted to approximately HK$Nl
(2007: HK$1,271,000) and at fixed interest rate of Nil%
(2007: 3.75%) per annum and therefore are subject to
foreign currency risk and fair value interest rate risk.

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

Bank loans of approximately HK$27,475,000 (2007:
HK$50,125,000) are arranged at fixed interest rates and
expose the Group to fair value interest rates risk. Other
bank borrowings are arranged at floating rates, thus
exposing the Group to cash flow interest rate risk.

At 31 December 2008, if interest rates at that date
had been 100 basis points lower with all other variables
held constant, consolidated profit after tax for the year
would have been HK$534,000 (2007: HK$247,000)
higher, arising mainly as a result of lower interest
expense on bank borrowings. If interest rates had been
100 basis points higher, with all other variables held
constant, consolidated profit after tax for the year
would have been HK$534,000 (2007: HK$247,000)
lower, arising mainly as a result of higher interest
expense on bank borrowings.

JF Household Furnishings Limited
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—ZhEH
HK$
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HK$
BT

989,387 1,661,246 -
2,234,584 2,678,629 -
d F=RER

RZZEZENF+—_A=+—H -
REBUETIEZGEREEE
TH L (CEZTHF 1,271,000
i) BEEFFE(ZZES+
F:3.75%) ' Bt - ZERFE
AN R K A EEF R R

a8 ,
2

AEEZ AL HENRERRE
HETERRER « RERTE
KR EERMEEE 2 gHRE
FRFEE B o

IRITE L A27,475,0008 7T
(Z=Z+4 : 50,125,000/ 7T)
TIABEE B X E » ASEEE
BRATEEFERE o HiiRiT
BRI ZEBE XS - RS
EEAZESRENERR -

R-ZEEN\F+-_A=+—H"
fii® B Z M= 1008 T - H
T BERIFTE - RRIRIT
BRFEHEITRL - FREER
T2 % | #% EF+534,000/8 7T
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For the year ended 31 December 2008 #ZE _—EZENF+-A=+—HIFZ

Financial Risk Management (cont'a)

(e) Fair values

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

Revenue

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

BERERERE e
€ AFHE

AEEGFARABEERBRNE
MEENERABREAERR
HEBHNRAFERS -

iy 5

AEE 2 EXRBIENRE S THRE
Bk ETEPZEMZBRFE-

pirs
2o
EH
Jn=
I

Sales of goods

403,056,696 353,755,842

Other Income

HAib A

Exchange gain P& 5 W e 2,975,585 =

Fair value change on financial assets BAFER AR ﬁﬁZ
at fair value through profit or loss ETREERNT - 2,288,887
Government grants BT 22 Bh 693,356 502,960
Interest income A 2 BA 156,792 229,230
Tax refund on re-investment HIRERH - 1,545,718
Write back of trade payables Bl 8 5508 979,766 —
Others Hitb 21,202 1,139
4,826,701 4,567,934

Segment Information

Segment information is presented by way of two segment
formats:

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

(i) on a secondary segment reporting basis, by business
segments.

The Group is principally engaged in the manufacture and sale
of (i) furnishings, home products and accessories primarily
used in kitchens and bathrooms with stainless steel as raw
materials, and (ii) wooden panel furniture.

2EER
SEE RN T R R -

FTELSERERER BILME D

58

>\<ﬂ

(ii) ﬁ%’ﬁ$ﬁ%ﬁﬁ$¥%ﬁ

o

bl

AEBTIZNERENHEEOEZAR
BERAE  ATFHART K
1B~ KERmMRERARHAERE -

REREMRERAT
—REN\FEH
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For the year ended 31 December 2008 #Z _—ZZENF+_-_A=+—HIFFEZE

8. Segment Information (cont'q) 8. DEER®
(@) Geographical segments based on the location () REFFEMEZ#ESE
of customers
In determining the Group’s geographical segments, REEAS B/ MR 5 EEE - I8
revenues, results, assets and liabilities are attributed W HE - BERABEDERER
to the segments based on the location of the FriEth[@ET & -
customers.
The following tables present revenue, results, assets, REBRME D E 2 Was -~ %
liabilities and capital expenditure information for the 5 BE BERELAREIMNE
Group’s geographical segments. BT
The PRC Hong Kong Consolidated
HE B &
2008 2008 2008
“EENE E ZEENE “EENE
HK$ HK$ HK$
Segment revenue: AEkE -

Sales to external customers  SMEFE P HE 83,020,136 72,058,537 320,036,560 281,697,305 403,056,696 353,755,842

Segment results PELE 11,217,869 7,826,545 39,141,522 32,674,947 50,359,391 40,501,492
Other income HiplA 4,826,701 4,567,934
Unallocated expenses AARAR (18,186,859) (9,141,704)
Profit from operations H=pgil 36,999,233 35,927,722
Finance costs BERKA (5,463,506) (3,127,637)
Profit before tax BB AR A 31,535,727 32,800,085
Income tax expense FrEBRL (8,730,054) (5,143,116)
Profit for the year FRiEF 22,805,673 27,656,969
Segment assets PEEE 12,658,343 4,919,473 33,503,596 30,818,490 46,161,939 35,737,963
Unallocated assets AOREE 225705432 195,969,022
Total assets BEE 271,867,371 231,706,985
Unallocated liabilities FAREE 129,991,671 115,376,003

Other segment information:  Ef A& H :

Unallocated depreciation AP & E 4,950,719 2,895,250
Unallocated
capital expenditure APRERRR 9,959,741 28,466,892

JF Household Furnishings Limited
Annual Report 2008
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For the year ended 31 December 2008 #Z —ZEZENF+ -HA=1+—HIFFE

8. Segment Information ont'a) 8. DEER @
(b) Geographic segments based on the location (b) REEFMEHEZHESE
of assets

A58 B0 75 A B E B A A o
= ROMARREAHLEN

All of the Group’s assets are substantially located in
the PRC. No additional information in respect of

segment assets and capital expenditure information s MEBEINERZT o
are presented.
(c) Business segments (c) H¥BoHHE

AEEREB B2 W - BE
RERNASOEMEIDT -

The following table presents revenue, assets and
capital expenditure information for the Group’s
business segments.

Manufacturing and sale of
stainless steel furnishings
and home products

Manufacturing and sale of
wooden furnishings and

home products Consolidated

HERHETHFHARE HERHE
REREAR AERERFEAR 4

2008 2007 2008 2008

ZEENE 3 “EENE “EENE

HK$ HK$ HK$

B AT B B B
Segment revenue PENE 287,389,352 285039513 115,667,344 68,716,329 403,056,696 353,755,842
Segment assets PEEE 112,737,503 138528911 146,704,503 90,184,822 250,442,006 228,713,733
Unallocated assets ROWEE 12,425,365 2,993,252
271,867,371 231,706,985
Capital expenditure EARY 1,705,900 3,151,567 8,253,841 25,315,325 9,959,741 28,466,892

BERERARBRAA

—EENFER
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For the year ended 31 December 2008 #Z _—ZZENF+_-_A=+—HIFFEZE

9. Directors’ Emoluments and Five 9.

Highest Paid Individuals

Details of emoluments of the directors of the Company
disclosed pursuant to the Listing Rules and Section 161 of

the Hong Kong Companies Ordinance are as follows:

For the year ended 31 December 2008

EEMERTNRESHMN
At

REBELEHRUEEFBRAEIE 161
ik ARRESZMEFBERELT

BE-_ZZ)\E+=-A=+—H1
FE

Salaries, Retirement
allowances and  Discretionary benefits scheme Total
Name of director Fees benefits in kind bonus  contributions  emoluments
¥e o 2H BHRER
32 we RENFE BEEAL AR WesE
HK$ HK$ HK$ HK$ HK$
Executive directors HTES
Mr. Yan Siu Wai BEELE - 408,000 142,000 12,000 562,000
Mr. Leung Kwok Yin PEERE - 216,000 134,000 12,000 362,000
Mr. Bao Jisheng fEErs - 759,215 502,868 - 1,262,083
Independent non-executive directors BUFHTES
Mr. Garry Alides, Willinge Garry Alides, Willinge & £ 100,000 - - - 100,000
Mr. Yu Hon Wing, Allan MERLE 60,000 - - - 60,000
Mr. Chu Kwok Man (Note 1) REREE (Frzk1) 43,770 - - - 43,770
Non-executive director FUTES
Mr. Kwan Kai Cheong (Note 2) BRE £ L (i52) 100,000 - - - 100,000
Total am 303,770 1,383,215 778,368 24,000 2,489,853

Note 1: Mr. Chu Kwok Man was appointed on 9 April 2008.

Note 2: Mr. Kwan Kai Cheong has been re-designed as a non-
executive director of the Company with effect from 9

April 2008.

JF Household Furnishings Limited
Annual Report 2008
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For the year ended 31 December 2008 #HZE _—ZEZENF+_A=+—HIFF/Z
Directors’ Emoluments and Five 9. EEMEeRANVESEM
Highest Paid Individuals conta) AL @

For the year ended 31 December 2007 BEZTELFT-AST - RALFE

Salaries, Retirement
allowances and Discretionary  benefits scheme Total
Name of director benefits in kind bonus contributions emoluments

0

EEE REOFE  BERD HEER

Executive directors BES

Mr. Yan Siu Wai FkETE - 408,000 142,000 12,000 562,000
Mr. Leung Kwok Yin 2EBEE - 216,000 134,000 12,000 362,000
Mr. Bao Jisheng MEBLE - 715,695 454,000 - 1,169,695
Independent non-executive directors BUFNTES

Mr. Kwan Kai Cheong BRELE 100,000 - - - 100,000
Mr. Garry Alides, Willinge Garry Alides, Willnge7t £ 100,000 - - - 100,000
Mr. Yu Hon Wing, Allan mERLE 60,000 - - - 60,000
Total fk 260,000 1,339,695 730,000 24,000 2,358,695
There was no arrangement under which a director waived or FN - ESHERBEALHEMESLR
agreed to waive any emoluments during the year (2007: EREEDME (T LF &) o
HK$NIl).

REREMRERAT
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For the year ended 31 December 2008 #Z _—ZZENF+_-_A=+—HIFFEZE

9. Directors’ Emoluments and Five 9.
Highest Paid Individuals (cont'q)

The five highest paid individuals in the Group for the year
ended 31 December 2008 included three (2007: three)
directors, details of whose emoluments are disclosed above.
Details of the emoluments of the remaining two (2007: two)
highest paid individuals for the year ended 31 December
2008, which fell within the “HK$Nil to HK$1,000,000” band,
are as follows:

EEMERENVES S
AT @

AEEREE-_ZETN\F+=_A=+—
AEFENRAUEaFMALTEE =4
(ZZEZLF : =) EE - FENIS
FEERN EX c E#mu (ZEE+
F M) ZEFATREE=ZEE
NE+-_A=+—HIFEHHEN T
[ZB T2 1,000,000/8 7T ] 2 F @ #15
s

Basic salaries, allowances and HEAF S - 0
benefits in kind KB WA & 680,525 649,543
Discretionary bonus B 15 FE 4L 229,141 200,000

Retirement benefits scheme RORAEFIFT &I 3K
contributions 22,882 19,135
932,548 868,678

During the year, no emoluments were paid or payable by the
Group to any of the directors or the five highest paid
individuals as an inducement to join, or upon joining the
Group, or as compensation for loss of office (2007: HK$NIil).

JF Household Furnishings Limited
Annual Report 2008
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10. Finance Costs

11.

NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2008 #Z —ZEZENF+ -HA=1+—HIFFE

10. @& KA

Finance lease charges MEHEEER 219,572 395,600
Interest on bank loans RITERF B 5,243,934 3,140,844
Amount capitalised &AL FRIA - (408,807)

5,463,506 3,127,637

Borrowing costs on funds borrowed generally are
capitalised at a rate of Nil% per annum (2007: 6.16%).

Income Tax Expense 11.

(@) Taxation included in the consolidated income
statement represents:

—RREEANE © 2 BB K AR FF R
TEERNE (ZEZLF  6.16F) °

FriEHAE X

(@ HAGAKRERNTIEMT ¢

Current tax — PRC enterprise REFIE
income tax — RBPEMSR 7,708,256 5,143,116
Deferred tax — Withholding tax BRI E — RS FEF
on dividend — PRC (note 27) — AR B (Fff7E27) 1,021,798 —
8,730,054 5,143,116

No provision for Hong Kong Profits Tax is required
since the Group has no assessable profit for the year
(2007: HK$NIl).

Pursuant to the New PRC enterprise income tax law,
which is passed by the Tenth National People’s
Congress on 16 March 2007 and effective from 1
January 2008, the enterprise income tax has various
changes. It includes the unification of the enterprise
income tax rate for domestic and foreign enterprises
at 25%; cancellation of existing tax holiday available
to export-oriented enterprises; and enforcement of
commencement of the tax holiday (“Enforcement of
Tax Holiday”) on 1 January 2008 for those Foreign
Investment Enterprises which have not commenced
their tax holiday due to ongoing tax losses since their
commencement of businesses.

R ANE B F A &R
M CETEF 8 SUEAN
BENEHRIELERE -

BEE+EEZEARREZRER
“ETHFE=ATRBBRBEER
—REN\EF-A-BBERZH
FREIMBEMBRA - BEMEHR
HRZBREH - HHEABRESA
BRINERENDRAFHBE
R—525% » BUHH QBRI
FREZHBESS - URBEE
FENRIBERGEERBER
i i R R 2R L TR B B RSN
BREDRE  ZBBEEHLEAR
—ZTT)N\F—A— Bk (5%
BEHNER]) -

REREMRERAT
—REN\FEH
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For the year ended 31 December 2008 #Z _—ZZENF+_-_A=+—HIFFEZE

11. Income Tax Expense (conta)

(@)

(cont’d)

JF Ningbo was previously entitled to a tax holiday of
50% reduction for the enterprise income tax as over
70% of the goods sold were exported goods. Such
preferential tax treatment has ceased from 1 January
2008. Provision for PRC enterprise income tax has
been made on the taxable profits for the year ended
31 December 2008 at 25% (2007: 13.2%).

ERRELEEEH mARRAR (Ningbo JF Metal
Products Co., Ltd.) (“JF Metal”) and ZE## 2R KK
BB R A7 (Ningbo JF Furniture Co., Ltd.) (“JF
Furniture”), two subsidiaries of the Company operating
in Zhejiang Province, the PRC, is entitled to a two-
year exemption from enterprise income tax starting
from its first profit-making year followed by a 50%
reduction for the subsequent three years. Pursuant to
the Enforcement of Tax Holiday, tax holiday for JF Metal
and JF Furniture commenced on 1 January 2008.
Hence, no provision for PRC enterprise income tax
has been made for the year ended 31 December 2008
as JF Metal and JF Furniture were both in tax holiday.

The reconciliation between the income tax expense
and the product of profit before tax multipled by the
PRC enterprise income tax rate is as follows:

1. FIBEHEX @

(@)

(&)
AE R ELBATONNEHES
mAHOER  BHEEER50%

EMEHBBEEN - 2%
HSERAFERN S N\F—A
— B IE - MBS EE
ERBEEE—_ZTEN\F+_A=
+— B IEFE 2 ERBR R &
25% (ZZZ+F : 13.2%) B9 %t
KR ©

AR R AR BT T A AL 2 2 M
WBARZEEREESBHmER
AEl([EESB]) RERFELIR
RREBRAR ([EEXRE]) B
HEEEFFERRFERD D
FFEH - WREE =FEER
50%%i18 o BEBERFEEHANE
i RESBRREERENKG
EBEHERN = N\F—A—HH
Ih - AREE B REERES
ZHZPMIEER - B EE
E_EENFE+-_A=+—HIt
FEZHRBEEMSTETIRE
1 o

T4 756 7 Sz B2 B 7 A s 1) S AP (B0
12T BB 3R 2 3 78 ¥ BR 40
T :

Profit before tax B 353 AT A 31,535,727 32,800,085
Tax at PRC enterprise income EHR BB E25%

tax rate of 25% (2007: 33%) —ZTTLF : 33%) 7,883,931 10,824,028
Effect of preferential tax rate BEHENZE - (6,494,417)
Tax effect of income that is ENEE A ONE b2

not taxable (15,367,518) (222,963)
Tax effect of expenses that are Al L FI X M5 2 £

not deductible 17,918,818 944,517
Tax effect of tax losses AERBMEEENRETE

not recognised - 99,759
Tax effect of unrecognised AEREHEEE

temporary difference RS & (17,883) (7,808)
Tax effect of income tax B EMSRTNHETE

on concession (2,709,092) —
Tax effect of withholding tax REFBHHRN BB E

on dividend 1,021,798 —
Income tax expense FiT 15 %5 A =2 8,730,054 5,143,116

JF Household Furnishings Limited
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Profit for the Year

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

ZEEN 2 B &
BHEFEKAR
Depreciation e

Auditors’ remuneration
Cost of inventories sold

Fair value change on financial assets BAVEFAERZ
at fair value through profit or loss EREEZATE
Staff costs (including directors’ BIXRAN (BIEESMHE
emoluments (note 9)) (M5£9))

Fees e
Basic salaries, bonuses, allowances
and benefits in kind
Retirement benefits scheme
contributions
Operating lease — land and buildings
Net exchange losses

BEWH =

JHIE B R

EXRFE  fE4 - 2R
R KR & 45K

REMH — D RIEEY)

12. FREF

RNEBE 2 F A TR T 51351851
B :

615,359 731,112
342,679,886 304,886,077
4,950,719 2,895,250
2,288,887 =
303,770 260,000
26,230,369 21,220,376
2,290,432 2,353,102
1,096,639 328,430
- 408,470

Cost of inventories sold included staff costs and depreciation
of approximately HK$24,576,000 (2007: HK$20,696,000)
which are included in the amounts disclosed separately
above.

Note:

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

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

EHEFERABIEE THRARITED
24,576,000 T (=2 F £ &F :
20,696,000/ 7T) © B 5 A L5 Bil#
B2 RTENA e

Wi

AEBRIREES G DESHBIEDD)
MARE - AEEBESA AR IR
RSB ((RESEHEL) - AEMAR
S 8l2 SR IUAFH05%H B (LR S
HASAB%EAT000ET)  HR— BT
ApESEE - ERABES -

AEEERERT 2 MEARZER TSR
B TR 2P REARESEHE - ZEP
BB ARAREFE A TANLLATR
RSB - 0 BN AR S RELE
Wi AR A R E K B RIKES 2 RINTE
MEE - ZEMBRRNFRERSAE 2
ME— B ETRE AT IR EAAF R -
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13.

14.

Dividend

13.

g\

Proposed final dividend — HK5 cents
(2007: HK5 cents) per ordinary share

EEIRN 2 RAKE
— BRE ARSI
(ZZ2ZL5F : 551l)

8,699,750 8,617,000

The previously recorded final dividend for the year ended 31
December 2007 was HK$8,547,000. The additional amount
of HK$70,000 paid was as a result of the exercise of share
options prior to approval of final dividend at the annual general

meeting.

Earnings Per Share

14.

The calculation of basic and diluted earnings per share are

pased on the following:

HE_ZE+F+_A=1+—HIFE
ZBERE RIS 58,547,000/
JT ° FBYNSZ A 2 3RIE70,00078 7T T5 B R
B B A F R A R HANG B B 2 B AR A
FTEFTEL »

BRER

SREAEN R EFRAIRE TS

i

Earnings

Profit attributable to equity holders of
the Company, used in the basic and

B8R

ARz EFIRER
BFRBERAZ

diluted earnings per share calculation PiNNET 3= g | 22,805,673 27,656,969
Number of shares I3 & B
Weighted average number of ordinary ~ AR E&FIRER

shares used in basic earnings B 7 3 3 R AN S 2 8

per share calculation 172,748,826 170,017,754
Effect of share options BRENTE 3,066,613 2,931,726
Weighted average number of ordinary ~ FRETESRES AT 2

shares used in diluted earnings TR INAE T

per share calculation 175,815,439 172,949,480

JF Household Furnishings Limited
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15. Y% - BERFE

For the year ended 31 December 2008 #( %=

15. Property, Plant and Equipment

Furniture,
Plant and fixtures Construction
Buildings machinery and equipment  Motor vehicles in progress

FE KB
BEN BER&R e | X 7] ERIR
HK$ HKS HKS$ HKS HK$
BT BT BT BT BT

Cost A&

t 1 January 2007 R-EE+5-F-H 11,164,545 7,657,061 703,519 907,842 11,975,132 32,408,099
Additions RE 52,910 14,521,703 1,288,103 692,258 11,911,918 28,466,392
Transfer g5 22,844,882 788,527 - = (23,633,409) =
Exchange differences ELES 767,921 515,451 47,984 62,442 823,672 2,217,470
At 31 December 2007 and RIZZLETZA=T-HER

1 January 2008 “ZE\F-f-H 34,830,258 23,482,742 2,039,606 1,662,542 1,077,313 63,092,461
Additions RE - 1,722,372 634,118 - 7,603,251 9,959,741
Disposal L& - - (3,475) - - (3,475)
Transfer EL 2,128,011 - - - (2,128,011) =
Exchange differences ELES 2,538,753 1,711,343 147,854 121,182 78,524 4,597,656
At 31 December 2008 RZZENEFZA=T—A 39,497,022 26,916,457 2,818,103 1,783,724 6,631,077 77,646,383
Accumulated depreciation B3t E

t 1 January 2007 R-EE+5-F-H 1,225,562 1,073,300 179,257 478,203 - 2,956,322
Charge for the year FRHE 1,012,807 1,363,391 294,126 224,926 - 2,895,250
Exchange differences ELES 116,265 117,213 21,163 39,992 - 294,633
At 31 December 2007 and RIZZLETZA=T-HEK

1 January 2008 “EEN\E-f-H 2,354,634 2,563,904 494,546 743,121 - 6,146,205
Charge for the year ERHE 1,660,018 2,331,287 713,374 246,000 = 4,950,719
Disposal e - - (2,355) - - (2,355)
Exchange differences ERER 193,113 215,997 45,028 57,350 - 511,488
At 31 December 2008 RZFENE+-A=1-H 4,207,765 5,101,138 1,250,593 1,046,561 - 11,606,067
Carrying amount REE
At 31 December 2008 RZZENEFZA=T—A 35,289,257 21,815,319 1,567,510 737,163 6,631,077 66,040,326
At 31 December 2007 RZEE+F+_A=1-H 32,475,624 20,928,838 1,545,060 919,421 1,077,313 56,946,256
The Group’s buildings are situated in the PRC. REEREEDCRHE
At 31 December 2008, the Group’s buildings with carrying RZZZENGF+A=+—H  &~5E
value of approximately HK$6,783,000 (2007: HK$6,699,000) BRI 496,783,000/ T (ZEZ 4 ¢
were pledged as security to a bank for the Group’s banking 6 699,000/ 7T) K22 LY B & #f T iR
facilities (note 25). ERASEERRTTEEAEIT M

(Kﬁ #£25) °

At 31 December 2008, the carrying amount of plant and
machinery held by the Group under finance leases amounted
to approximately HK$Nil (2007: HK$10,994,000).

At 31 December 2008, the Group’s buildings, including certain
buildings of approximately HK$24,458,000 (2007:
HK$22,006,000) for which the Group are in the process of

obtaining the relevant building ownership certificates.

RZZBZENF+_A=+—H  ~5H
U EHE R B NS kW 2 REE

HWRTEL(Z

BIL) °

R-ZZEN\F+_A=1t—H ~5E
ZEEMBREETEMEERBEHE

ERMBREDN

BELF

10,994,000

FEYH A24,458,000

BT (ZZTZE 4 : 22,006,000/87T) °

REREMRERAT
—REN\FEH
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For the year ended 31 December 2008 & ZF —FEENF+-HA=+—HIFZ

16. i {F FARE

16. Land Use Rights

Cost 2%
At 1 January 2007 R-_ZZE+F—HF—H 1,464,878
Transfer from deposit paid for S + b R B R S B R

acquisition of land use rights (Bt &E17)

(note 17) 16,015,287
Exchange difference PE 5 =& 1,202,321
At 31 December 2007 and RZEZLF+HA=1T—HK

1 January 2008 —EENF—H—H 18,682,486
Additions NE 31,765,164
Exchange difference PEH AEXE 1,361,755
At 31 December 2008 RZZFEZENF+=-_A=+—H 51,809,405
Accumulated amortisation E-: E
At 1 January 2007 R=ZZEZE+F—H—H 408,094
Charge for the year F N 168,630
Exchange difference ME 5 = &E 33,393
At 31 December 2007 and ZELF+A=+T—HK

1 January 2008 :?Z\)\E H—H 610,117
Charge for the year F N 448,468
Exchange difference PE 5 =& 50,275
At 31 December 2008 RZZEEN\F+=-A=+—H 1,108,860
Carrying amount BREE
At 31 December 2008 R_ZEZENF+_-_HA=+—H 50,700,545
At 31 December 2007 RZEZE+F+-_H=+—H 18,072,369

The Group’s land use rights are situated in the PRC under 7N 68 [ 75 P B A 3 58 FR A DA FR BRAR 49

medium term leases with carrying value of approximately B - BRAEEX 432,856,000 T (=

HK$32,856,000 (2007: HK$1,098,000) and pledged as TEA4F 1 1,098,000/87T) © WEEIH

security to banks for the Group’s banking facilities (note 25). FIRITEAAEERITEENEKTR
(BizE25) °

At 31 December 2008, the Group’s prepaid land lease AZZENF+_A=+—08 ' ~5E
payments, included certain leasehold lands of approximately Z?Eﬁ:timﬁ‘ﬂ,%’l HEREE T EERR
HK$17,844,000 (2007: HK$16,974,000) for which the Group HELEREENRELN A
were in the process of obtaining the relevant land use rights 17,844,000 L (Z2EZ £ F
certificates. 16,974,000/ 7T) °

JF Household Furnishings Limited
Annual Report 2008
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For the year ended 31 December 2008 #Z —EZENF+_-_HA=1+—HIFE

17. Deposit Paid for Acquisition of Land 17. Wt tERENC T

Use Rights

At 1 January 2007
Transfer to land use rights (note 16)

3
HK$
T
R-_ZFZ+F—HF—H 16,015,287
B 2 A (5 A A (I 5E 16) (16,015,287)

At 31 December 2007,
1 January 2008 and
31 December 2008

RN_EBEE+FE+-_HA=+—H"
—EENF-A—HBRK
—EENF+ZA=+—H -

18. Available-for-sale Financial Assets  18. A/t HHE SR EE
Unlisted equity securities fund, FELETMBRAEBLES
at cost 29N 2,000,000 -
Unlisted equity securities fund with carrying amount of FETRABLFESZ2EREER
HK$2,000,000 (2007: HK$Nil) was carried at cost as they do 2,000,000 7T (ZZFLF : &) - B
not have a quoted market price in an active market and whose R E T E RSB T I5 I M50
fair value cannot be reliably measured, and pledged as B BEATETREEE @ Bk
security to banks for the Group’s banking facilities (note 25). RAGE - WEERTIRITEAAEE
RITEENERR (F1:E25) -
. =
19. Inventories 19. &

Raw materials R A7 45,872,741 55,146,684
Work in progress R m 27,402,126 21,962,841
Finished goods BUPK i 7,420,640 15,398,173
80,695,507 92,507,698

EFEXERA@mEBRAA

—EENFER
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For the year ended 31 December 2008 #Z -~ ZEZENF+ -H=1+—HIFFE

20. Trade Receivables

The Group normally granted customers with credit terms of

30 to 90 days. The ageing analysis of the Group’s trade
receivables is as follows:

BB 5 iR K

REE-—RETEFIOEIOANEE
o REEEWE 5 BRI A BREC H AT 4R
T

0 - 30 days 0%£30H 45,913,446 34,475,494
31 - 60 days 31£60H 123,409 1,139,943
61 - 90 days 612 90H - —
Over 90 days HBIE90H 125,084 116,390

46,161,939 35,731,827

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

REBEWE Z KRR ZREETIZ T
5¥%5IE

RMB AR 12,097,139 3,732,732
USD ey 34,064,800 31,999,095
46,161,939 35,731,827

21. Financial Assets at Fair Value Through
Profit or Loss

BAVEFABRZEH
EE

Derivative financial instruments: TESRTHE -
Foreign currency forward contracts SNEHAE S A

- 2,288,887

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

JF Household Furnishings Limited
Annual Report 2008
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2008 #ZE _—EZENF+-A=+—HIFZ

Financial Assets at Fair Value Through
Profit or Loss (cont'a)

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

SMNERIE & 4

Foreign currency forward contracts

21.

BAFETAEZZER
BE @

REER - AEEEAEERTEREZIN
EHEAMNZREMLBMT ¢

- 62,400,000

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

Pledged Bank Deposits and Bank and
Cash Balances

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

At 31 December 2008, bank and cash balances of the Group
denominated in RMB amounted to approximately
HK$11,379,000 (2007: HK$7,996,000). Conversion of RMB
into foreign currencies is subject to PRC’s Foreign Exchange
Control Regulations and Administration of Settlement, Sale
and Payment of Foreign Exchange Regulations.

The carrying amounts of the Group’s pledged bank deposits
and bank and cash balances are denominated in the following
currencies:

22.

EA: ET+F+_A=1+—H  x5E
ETETITAEZATEREFR
2 288,887/B 7T ° % E LR JIIRIEE L
EEGHEMT BT EERABMETS
HERAFHISEERETE

CRFRTERARTR
BRI &R

AREE 2z BERMRITHERIEDEM TR
T2ER  MERR TAKERITEER
Z R FBEEIINM B HRKME25) -

R-ZEENF+_A=1+—H ~&EH
UARBINEZRTMASETNL
11,379,000 L (ZEZE L F :
7,996,000/ 7T) ° AR S AINEA
B EINEES B EFIMGEE - SER
NEEBHET o

AREBZ BEEMRTER - RITEES
REERREETIZ T EEIIE -

HKD B TT 1,345,855 2,698,625
RMB AR 11,379,145 7,995,804
USD ETT 4,821,994 9,852,758
EURO BR 7T 4,961,903 25
Other Hth 16,461 11,817

22,525,358 20,659,029

REREMRERAT
—REN\FEH
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For the year ended 31 December 2008 #Z _—ZZENF+_-_A=+—HIFFEZE

=3
23. Trade Payables 23. BNEF KM
The Group normally obtains credit terms ranging from 30 to HERETAEERNEESR—KRA30E
90 days from its suppliers. 90H °
The ageing analysis of trade payables, based on the date of FERTE 5 BRFIRWER E Y B B 2 AR S
receipt of goods, is as follows: AT :

24.

0 - 30 days 0£30H 22,736,917 23,013,291
31 - 60 days 31£260H 6,436,911 3,747,698
61 - 90 days 61290H 138,959 583,753
Over 90 days H#EI0H 1,541,669 2,635,809

30,854,456 29,980,551
The carrying amounts of the Group’s trade payables are REEEMNE SRR ZREEBEZ N
denominated in the following currencies: BHEAIE -

RMB AR 30,287,857 26,291,087
UsbD ETT 566,599 3,689,464

30,854,456 29,980,551
Due to Directors 24, ENEERKIE

Mr. Yan Siu Wai IR T A& - 320,000
Mr. Leung Kwok Yin RRAE A - 220,000

— 540,000
The amounts due to directors represent the temporary cash JENESFIBEESRENRRIREE
advance from the directors. The amounts are interest free, Ko ZRERRE - BERRERTEE
unsecured and have no fixed terms of repayment. TRER e

JF Household Furnishings Limited
Annual Report 2008
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For the year ended 31 December 2008 #ZE _—EZENF+-A=+—HIFZ
25. Bank Borrowings 25. RITEM

Bank overdrafts - secured RITES — BEA 6,393,624 3,471,162

Bank loans RITER
— secured — B#H#H 53,210,561 28,739,902
— unsecured — \IH 21,295,363 36,468,349
80,899,548 68,679,413

The borrowings are repayable as follows: f&FXEZE RN T :

On demand or within one year EEKH—FNR 78,357,969 68,679,413
In the second year == 925,200 —
In the third to fifth years, inclusive E-FEZhE (BEEEME) 1,616,379 —
80,899,548 68,679,413

Less: Amount due for settlement s 1218 A A EIHR

within 12 months (shown under EENSEE

current liabilities) (RRBEaEE%) (78,357,969) (68,679,413)
Amount due for settlement 1218 A 1% E| 28

after 12 months BENHE 2,541,579 —
The carrying amounts of the Group’s borrowings are REBER 2 EEETE TS &%
denominated in the following currencies: 8 :
RMB
ARM
2008 —EENE
Bank overdrafts RITEX 6,393,624 - - 6,393,624
Bank loans MITER 24,437,022 3,405,995 46,662,907 74,505,924
30,830,646 3,405,995 46,662,907 80,899,548

2007 —ETLF
Bank overdrafts RITBEX 3,471,162 - - 3,471,162
Bank loans SRITER 5,142,624 2,116,400 57,949,227 65,208,251

8,613,786 2,116,400 57,949,227 68,679,413

REREMRERAT
—REN\FEH
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For the year ended 31 December 2008 #Z _—ZZENF+_-_A=+—HIFFEZE

25. Bank Borrowings (cont'a)

The average interest rates per annum at the balance sheet
date are as follows:

25. SRITER @

REER 2 FHFRERMT

RITER
RITEX

Bank loans
Bank overdrafts

At 31 December 2008, the Group’s bank facilities were
secured by the following:

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

(b) corporate guarantee given by the Company;

(c) all monies charge over deposits executed by
subsidiaries of the Company in favour of banks of
HK$1,000,000 (2007: HK$2,000,000); and

(d) charge on available-for-sale financial assets of
HK$2,000,000 (2007: Nil).

26. Finance Lease Payable

Minimum lease

3.03% -7.35%
5.15%-5.88%

6.12% -8.00%
6.75%-7.50%

RZZBZENF+_A=+—H  £&HEH
ZRITEERATIER (FEMA

@ AEEFERENIHMERENRET
BEMERTE

(b) ARBIRERDFER

() KARMKWEB AR RIRBITIED
1,000,000 (ZFEE L F
2,000,000/%8 7T) Ay 17 58 2 8K
&

(d) AJ & < g0 & 22,000,000/
T (ZETLF &) (EAIEE -

26. ENEEHEERE

Present value of minimum

payments lease payments
BREHENR BEAENRZBE
2008 2007 2008 2007
—EENE _—ZTTLF CZEBEENE _—TTLHF
HK$ HK$ HK$ HK$
BT BT BT BT
Within one year —FQR - 2,266,341 - 1,908,207
In the second to fifth years, F_EZRF
inclusive (BHEEEME) - 4,913,213 - 4,282,215
After five years hFk - — - -
- 7,179,554
Less: Future finance charges W ARRBEER - (994,132)
Present value of lease obligations A E&IER E - 6,185,422 - 6,185,422
Less: Amount due for settlement 38 @ 71218 A A 2 £8
within 12 months (shown under EENSE
current liabilities) (MRBAEZT) - (1,903,207)
Amount due for settlement 1218 A 18 2 5
after 12 months BENSE - 4,282,215

JF Household Furnishings Limited
Annual Report 2008
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26. Finance Lease Payable (cont')

The average lease term is 4 years. At 31 December 2007,
the average effective borrowing rate was 6.62%. The lease is
on a fixed repayment basis and no arrangements have been
entered into for contingent rental payments. At the end of
lease term, the Group has the option to purchase the plant
and machinery at nominal prices. The finance lease payable
was fully settled during the year.

Finance lease payable is denominated in Hong Kong dollars.

The Group'’s finance lease payable is secured by the lessor’s
title to the leased assets.

27. Deferred Tax Liabilities

The following are the major deferred tax liabilities recognised
by the Group:

At 1 January 2008

26. ENRMEHEERE®

FHREHRAHEF - R_FTLEF+
“A=1+—8  FHERERNES
6.62% ° %M & IR Bl & R E L
17 WEAKABEFHIBTLEME
BE - REEHRE - AEBEARENA
HERBEZME LB - FA - BN

MEHERRDE2HEE -
e B EHERETIABTIIE »

AREEZ ENBEHREFRTIALEA
RMEEE 2 XEERER -

IEIER IR & 5

AEBERNEIZRLEHBRENOT ¢

27.

Undistributed earnings of
PRC subsidiaries
HP Bl Bt B A B 2 R 2 Bt 2 F

HK$
78I

R-_ZZNF—HA—H —

Charge to income statement REAW TP R
for the year (note 11a) (MfsE112) 1,021,798
At 31 December 2008 RZZBEENGE+ZA=+—8 1,021,798
REXERAMBERAR

—EENFER
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SN

28. Share Capital

Authorised: R

At 1 January 2007, 31 December 2007,
1 January 2008 and

R-ZE+E-—F—H -
“ZZ+F+-f=T-H"

Number of shares

Ordinary shares of HK$0.01 each

BREEOIBTHEER

Par value

RH#A HiE
HKS
AT

31 December 2008 :ffM A—H
ZZE\FTZA=1-H 500,000,000 5,000,000

Issued and fully paid: BEETREAR -
At 1 January 2007 W-2Z+&-f—H 169,585,000 1,695,850
Shares issued on exercise of share options 1B R ERZ1THR A 1,355,000 13,550
At 31 December 2007 and s 7t¢+ A=+-H

1 January 2008 ZZNE-A—H 170,940,000 1,709,400
Shares issued on exercise of share options ~ {T{ERERERETHRH 3,055,000 30,550
At 31 December 2008 RZEENETZA=1—A 173,995,000 1,739,950

Note:

(i)

(i)

During the year ended 31 December 2007, 1,355,000
ordinary shares of HK$0.01 each were issued in relation to
share options exercised by staff and senior management
under the pre-IPO share option scheme of the Company at
HK$0.56 for a total cash consideration of HK$758,800. The
excess of the subscription consideration received over the
nominal values issued, amounted to HK$745,250, was
credited to the share premium account.

During the year ended 31 December 2008, 3,055,000
ordinary shares of HK$0.01 each were issued in relation to
share options exercised by staff, senior management and
executive director under the pre-IPO share option scheme
of the Company at HK$0.56 and HK$0.8 for a total cash
consideration of HK$1,950,800. The excess of the
subscription consideration received over the nominal values
issued, amounted to HK$1,920,250, was credited to the
share premium account.

JF Household Furnishings Limited

Annual Report 2008

B &E -

(i)

REBE_ZZ+F+_H=+—H
LEE HEIRSGEEERRE
ZANG ENN=DANGEET Sl Y e
8320.56/8 7L O B4R 1T 2 BB A A T
171,355,000 & X E{E0.0178 7T
B EEAR - TS ARA(E &758,80078
7L BB RBAER B BITHE
YRR AR(D A746,260/8 7T © ERTA
Bin s EiRE o

REBEE-_ZZN\F+_A=+—H
HFEE - HET  ofAEEEBELH
TEZREBEAARNE X ARBK
A B8 A HE 5T 8132 0.5678 7T 0.8/ 7T
HO{E 4% 17 {58 B8 IR T 3% 773,055,000
ISR EE0.01/8 TH L mAL - IR
K (B 51,950,800/8 7T ° WHIH
RERESHETEENBEID
£1,920,250% 7 + EEF ARG IRE
BRHE °



28. Share Capital (conta)

The Group’s objectives when managing capital are to
safeguard the Group’s ability to continue as a going concern
and to maximise the return to the shareholders through the
optimisation of the debt and equity balance.

The Group sets the amount of capital in proportion to risk.
The Group manages the capital structure and makes
adjustments to it in the light of changes in economic
conditions and the risk characteristics of the underlying
assets. In order to maintain or adjust the capital structure,
the Group may adjust the payment of dividends, issue new
shares, buy-back shares, raise new debts, redeem existing
debts or sell assets to reduce debts.

The Group monitors capital on the basis of the debt-to-
adjusted capital ratio. This ratio is calculated as net debt
divided by adjusted capital. Net debt is calculated as total
debts less cash and cash equivalents. Adjusted capital
comprises all components of equity (i.e. share capital, share
premium, minority interests, retained earnings and other
reserves).

It is the Group’s strategy to keep the net debt-to-adjusted
capital ratio as low as feasible. In order to maintain or adjust
the ratio, the Group may adjust the amount of dividends paid
to shareholders, issue new shares, return capital to
shareholders, raise new debt financing or sell assets to reduce
debt.

The only externally imposed capital requirement is that for
the Company to maintain its listing on the Stock Exchange it
has to have a public float of at least 25% of the shares.

28.

e
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AN ()

AEEEERANENE EREALE
B ERE N - WEBE(CEREE
B RBRRERZARE -

AEEZERLIIEEERSHE - &
SERBESERREPREEEENR
DR EIERAREARER - RERR
ABENGERE  AKEHEFABIRER
B BITHRL - B - FIEER
BEREEH UL EEENRDER

REBENEBHEHABREA L R GEE
EEEN o ZL R UGBS F R ALH
BERE - EEFRABHARREA
TRREFEYHE - KREELBRE
FrEE=RERD - BIARAS - BRDE(E -
B R D - REBN REMEE

REREZ R BB ER FREMEHEER
AL RGN AR - BERHFAE
AR REEREFHERE TRRZ
BRESE  BITHR MEREEER
K- FREBRERHEEENRDE
% o

7R T BRI S PR L 7 e A I —
SRS ERERA - ARBED25%

NRRFBRE -
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29. Share — Based Payment 9. UM ZITRIE
Equity-settled share option scheme LR EENERES S
(i) Pre-IPO share option scheme (i) B R R G IR AR a2

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

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

Details of the specific categories of options are as
follows:

Vesting date

EA

Executive directors HTES 8 September 2005 13 April 2006

—ZZRENAANE I YN

MA+=H

Senior management BRERE 8 September 2005 13 April 2006

“ETRENANA —TERF

MA+=H

Other employees and HivgB 8 September 2005 13 April 2006
senior management LEBRERE

ZETRENANA ZETRE

MA+=H

JF Household Furnishings Limited
Annual Report 2008

REARFEZERRN_ZTTH
FAANBBBHEMRZESR -
BRRFAKAERESSIER
B o

BXARBIRATERESTS BT
xEETATHAEEEER
AR AR (D B S FT B ZER
MIEEMERL - BXAFBAXED
BT E S R AR A R (D 48
#/520,160,0000% * {55 AL E
KRR RERNMEBEITEAR
AT BITIRA 2 12% » BARRA A
TG IREE XA F B A B
FTEIR I E AL AEARAE - BN
W% ZHERABRAR R
187 EREXERENR
B - IRIEE XA FBIATEEARHE
FrEIR AT EERE  FE =
TERF+A+T=H(LMmH
) BmNE R BT IIT6EE -
BRI ZER T B B st R
AATfE ©

BREIBRZFHBOT

Exercise Exercise
period price

TEM TEE

HK$
BT

13 April 2006 to 0.80
12 October 2010
—TTNRE
MA+=H
EF_T-ZF

“TARt-m

13 April 2006 to 0.80
12 October 2010
TNE
E ﬁ! + H

g

13 April 2006 to 0.56
12 October 2010
“TERE
E At+=H
—Z-TF

Ao
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29. AR ZHRIE @

29. Share — Based Payment conta)

Equity-settled share option scheme (cont’d)

(i)

Pre-IPO share option scheme (cont’d)

If the options remain unexercised after a period of 5
years from the date of grant, the options expire.
Options are forfeited on the date which is 3 months
after the date on which the eligible employee ceases
to be an employee of the Group.

Details of the share options outstanding during the
year are as follows:

IR BB IRt & (&)

(i)

BERRABAR AT IR AT B (5)

fiE B R AR A FRERE
PR ARIETTE - BB R R
It 2REREITHBAREE
ZBT  #ERERAE=EA
1% - EREAS 1FRE -

FARARITEE BB IE 2 5B IR
™

2008
“EENE

Weighted Weighted
average average
Number of exercise Number of exercise
share price share price
options MmEE options MFEFH
EREHA TEE  BREZA THE(E
HK$ HK$
BT BT

Outstanding at the beginning EMEARTE
of the year 17,220,000 0.75 18,575,000 0.73
Exercised during the year FREE (3,055,000) 0.64 (1,355,000) 0.56
QOutstanding at the end of the year & K77 14,165,000 0.77 17,220,000 0.75
Exercisable at the end of the year F AR A] 717 14,165,000 0.77 17,220,000 0.75

The weighted average share price at the date of
exercise for share options exercised during the year
was HK$0.89 (2007: HK$0.95). The options
outstanding at the end of the year have a weighted
average remaining contractual life of 1.79 years (2007:
2.79 years) and the exercise prices range from
HK$0.56 to HK$0.80 (2007: HK$0.56 to HK$0.80).

FANEEITENBRENTER
B hnAE 1 AR (B 50.897%8 T (=
TEHF : 0.95870) ° NERXR
18 AT TS ) R B A 2 A 39 |
BAYWFHAE179F (= +
& 2.79%F) RITHEEN1K0.56
BILE0.80B T (ZEELF ¢
0.56/& L 20.80/8 L) Z A °
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—REN\FEH




A 75 2R R B aE

For the year ended 31 December 2008 #Z —FTZENF+_-_H=+—HILFZE

29. Share — Based Payment (cont'g)

Equity-settled share option scheme (cont’d)

(i)

(if)

Pre-IPO share option scheme (cont’d)

Pursuant to the ordinary resolution passed in the
extraordinary general meeting of the Company on 26
November 2008, the Share Option Scheme (“Share
Option Scheme”) was approved and adopted by the
Company to comply with the requirements under
Chapter 17 of the Listing Rules; and the Pre-IPO Share
Option Scheme and Post-IPO Share Option Scheme
were terminated accordingly.

Pursuant to the terms of the Pre-IPO Share Option
Scheme, the 14,165,000 options previously granted
under the Pre-IPO Share Option Scheme but not yet
exercised will remain valid and exercisable in
accordance with the provisions of the Pre-IPO Share
Option Scheme and the terms of issue of such options.

Post-IPO share option scheme

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

The purpose of the Post-IPO Share Option Scheme is
to enable the Company to recognise the contributions
of any employees (including directors of the Company),
consultants and/or advisers who in the sole discretion
of the directors of the Company have contributed or
will contribute to the Group (“Participants”) and to
motivate the Participants to continuously work to the
benefit of the Group by offering to the Participants
and opportunity to have personal interest in the share
capital of the Company.

The overall limit on the number of shares of the
Company which may be issued upon exercise of all
outstanding options granted and yet to be exercised
under the Post-IPO Share Option Scheme and other
share option scheme of the Group (including the Pre-
IPO Share Option Scheme) must not exceed 30% of
the shares of the Company in issue from time to time.
A nominal consideration of HK$1 is payable by the
grantee upon acceptance of an option.
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For the year ended 31 December 2008 & &

29. Share — Based Payment (cont'g)

Equity-settled share option scheme (cont’d)

(if)

Post-IPO share option scheme (cont’d)

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

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

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

During the year, no option (2007: Nil) was granted
under the Post-IPO Share Option Scheme.
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For the year ended 31 December 2008 #Z —FTZENF+_-_H=+—HILFZE

29. Share — Based Payment (cont'g)

Equity-settled share option scheme (cont’d)

(if)

(iii)

Post-IPO share option scheme (cont’d)

Pursuant to the ordinary resolution passed in the
extraordinary general meeting of the Company on 26
November 2008, the Share Option Scheme (“Share
Option Scheme”) was approved and adopted by the
Company to comply with the requirements under
Chapter 17 of the Listing Rules; and the Pre-IPO Share
Option Scheme and Post-IPO Share Option Scheme
were terminated accordingly.

New Share Option Scheme

Pursuant to the ordinary resolution passed in the
extraordinary general meeting of the Company on 26
November 2008, the Share Option Scheme (“Share
Option Scheme”) was approved and adopted by the
Company to comply with the requirements under
Chapter 17 of the Listing Rules; and the Pre-IPO Share
Option Scheme and Post-IPO Share Option Scheme
were terminated accordingly.

The purpose of the Share Option Scheme is to enable
the Company to recognise the contributions of the
Participants to the Group and to motivate the
Participants to continuously work to the benefit of the
Group by offering to the Participants an opportunity
to have personal interest in the share capital of the
Company.

The overall limit on the number of shares of the
Company which may be issued upon exercise of all
outstanding options granted and yet to be exercised
under the Share Option Scheme and other share
option scheme of the Group (including the Pre-IPO
Share Option Scheme) must not exceed 30% of the
shares of the Company in issue from time to time.
Upon acceptance of the option, the Grantee shall pay
HK$1.00 to the Company by way of consideration for
the grant.
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For the year ended 31 December 2008 & &

29. Share — Based Payment (cont'g)

Equity-settled share option scheme (cont’d)

(iii)

New Share Option Scheme (cont’d)

The subscription price for share(s) under the Share
Option Scheme will be a price as the board of directors
in its absolute discretion shall determine and notify to
each Participant and will be the highest of (i) the closing
price of the shares as stated in the Stock Exchange’s
daily quotations sheet on the date of grant of the option
(which must be a business day), (ii) the average closing
prices of the shares as stated in the Stock Exchange’s
daily quotations sheets for the five business days
immediately preceding the date of grant of the option
and (iii) the nominal value of a share on the date of
grant of the option. The date of grant is the date on
which the option is offered.

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

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

During the year, no option (2007: Nil) was granted
under the Share Option Scheme.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2008 # =&

—ERNFFASt—ALFEE

30. ARAIzEEABER

30. Balance Sheet of The Company

Investments in subsidiaries KRB AR Z&KE 42,967,020 42,967,020
Due from subsidiaries YN E /L] 81,989,554 54,479,143
Other current assets EnsEE 163,155 294,151
Due to subsidiaries FEAS BT /B R B FK 3B (21,243,816) (5,526,807)
Other current liabilities EmRsars (1,195,267) (1,291,498)
Due to directors BN EEFRIA - (10,000)
NET ASSETS 2EE 102,680,646 90,912,009
Share capital &% 7R 1,739,950 1,709,400
Reserves Gk 100,940,696 89,202,609
TOTAL EQUITY HRE 102,680,646 90,912,009
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For the year ended 31 December 2008 #Z —EZENF+_-_HA=1+—HIFE

31. Reserves 31. f#E
Company b /N
Employee
share-based
Share Contributed compensation Retained
premium surplus reserve profits
R
iR
Ri%E SRR kAo REad
(note (al) (note (o)) (note (c))
(M) ) GiE0)
HKS HKS$ HKS
BT BT T
At 1 January 2007 RZF5+E
-R—H 22,843,068 42,967,020 2,383,684 14,169,121 82,362,893
Shares issued on RiTfRRiE
exercise of (k361
share options Kk 28() 1,068,217 - (322,967) = 745,250
Dividend paid EfRE - - - (8,309,665) (8,309,665)
Pralfit for the year ERE - - - 14,404,131 14,404,131
At 31 December 2007 RZE5+E
TZR=1-H 23,911,285 42,967,020 2,060,717 20,263,587 89,202,609
Representing: f%:
At 31 December 2007 “EE3tE
after proposed T-A=1-H
final dividend EEADRER 11,646,587
Proposed final dividend BERERE 18 8,617,000
20,263,587
At 1 January 2008 RZEEN
£-A-A 23,911,285 42,967,020 2,060,717 20,263,587 89,202,609
Shares issued on RiTfeRiE
exercise of (k61
share options a3l 28 2,496,354 - (676,104) - 1,920,250
Dividend paid BfRE = = = (8,617,000) (8,617,000)
Profit for the year EREH - - - 18,434,837 18,434,837
At 31 December 2008 RIZENE
TZR=1-H 26,407,639 42,967,020 1,484,613 30,081,424 100,940,696
Representing: fi%:
At 31 December 2008 “EENE
after proposed TZA=T-H
final dividend BEADRER 21,381,674
Proposed final dividend BaExdRs 13 8,699,750
30,081,424
EFEXERA@mEBRAA
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For the year ended 31 December 2008 #Z —FTZENF+_-_H=+—HILFZE
31. Reserves (cont’d)

Company (cont’d)

Notes:

(@)

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

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

The employee share-based compensation reserve of the
Company and the Group arises on the grant of share options
of employees under the Pre-IPO Share Option Scheme.
Further information about share-based payments to
employees set out in note 29 to the financial statements.
The fair value of the actual or estimated number of
unexercised share options granted to employees of the
Company recognised in accordance with the accounting
policy adopted for share-based payments in note 3(m) to
the financial statements.
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32. Subsidiaries

.

-4

NOTES TO THE FINANCIAL STATEMENTS

Particulars of the subsidiaries as at the balance sheet date

are as follows:

Issued and
paid up capital/

registered capital
ERTRARKRA/
HEfEX

LR E AU

For the year ended 31 December 2008 #Z —ZEZENF+ -HA=1+—HIFFE

32. MEBAE

MBARNEEBRNFBNT :

Principal activities

FEXK

Place of
incorporation/
establishment Attributable
and operation interest
AR L/
B R AR i B B R
Directly held EERE
JF Household Furnishings British Virgin Islands 100%
(Asia) Ltd. N
REFEAm (@M FRAR HEERRES
Indirectly held BEEE
JF Household Furnishings British Virgin Islands 100%
(BVI) Ltd. (*JF BVI") N
RFERERR RARHE) KBERRES
BRAR (MEEERAR])
Keylink Technology Limited British Virgin Islands 100%
(“Keylink”)
BERRERLR ([KE]) EBERRES
JF Household Furnishings British Virgin Islands 100%
(Macau) Holdings Ltd.
(“JF Macau Holdings”) N
EERERm ORF) #R EBEBRES
BRAA ([RERFIER])
JF Ningbo * PRC 100%
B g H
JF Metal *# PRC 100%
RESE H
JF Furniture ** PRC 100%
EEREH 2
JF Household Furnishings Macau 100%
Macao Commercial
Offshore Limited *
REXERmAFIRER
BEREERAR Y P
# Statutory financial statements not audited by RSM Nelson
Wheeler

*

Wholly foreign owned enterprise established in the PRC

Ordinary shares
US$300
Li@RI00ETT

Ordinary shares
US$100
LRR100ET

Ordinary shares
US$100
E@R100ET

Ordinary shares
US$100

LAR100%ETT

Registered capital
US$7,000,000

& 27,000,000 T

Registered capital
US$140,000

it & A 140,000 7T

Registered capital
US$8,500,000
(2007: US$3,500,000)
1 & 48,500,000% 7T
(Z22t5F:
3,500,000% 7T)

Ordinary shares
MOP100,000

L3 100,000/2 9 &

# EEMBHRERE R I E

Investment holding

BAZK

Investment holding

BARR

Investment holding
REZK

Investment holding

RARK

Manufacturing and sale of
furnishings and home
products and
accessories

HERHERE

KERmRES

Manufacturing and
processing of stainless
steel rods and other
accessories

BER NI AR
REME S

Manufacturing and sale
of wooden furnishings
and home products

HERHEARK R
REERm

General trading

—RES
E (BB

EEEE Sl

=
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For the year ended 31 December 2008 #Z _—ZZENF+_-_A=+—HIFFEZE

33. Note to the Consolidated Cash Flow
Statement

Major non-cash transaction
Additions to property, plant and equipment during the year

of HK$NIl (2007: HK$7,921,438) were financed by finance
lease.

34. Contingent Liabilities

At 31 December 2008, the Group did not have any significant
contingent liabilities (2007: Nil).

35. Commitments

(@) Operating lease commitments

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

33.

34.

35.

RERERERME

TEFRERZ
FA-AEAENE  BEARBZE

A(ZTZT+F :7,921,438%7T) M@k
BEME KBRS -

RAREE
W-FFNF+-A=+—0  £%HE

LREAEARABE (CFFLT
") -

8

(a) RKeHEHE

NEER - AEERBEELR
BEY 2 TAIHBEEEREZ R
REREHSEBOT :

Within one year —F N 624,467 133,358
In the second to fifth FE_EERF
years, inclusive (BREEEMRSF) 34,500 72,063
658,967 205,421
(b) Capital commitments (b) EAREIE

Construction of the factory B 7 T ) 2
premises and acquisition K BB R
of plant and machinery
— Contracted but — BETHEREE

not provided for

248,637

334,041
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For the year ended 31 December 2008 #Z —EZENF+_-_HA=1+—HIFE

36. Related Party Transactions 36.

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

BEALRS

BRI HmREMENARENR S K&
g NFER - AEBELERXEKBR
REHBBALTETATRS  AQF
ETEENRZREARANESIHAL
Eatkm  BEEMEIWT :

Sales to M T ARHEE
— BERERETHRM AR AT — ERSBREEARM
(r=gsEsEl) BERAF

(Ningbo Xinlong Air-Conditioner
Equipment Co., Ltd.)

(“Ningbo Xinlong”) 49,668 13,610
— BN AR R ae Rk = 2 AR HA 8’ — BEMESIRERAR

BRAA RIMBFBR A A

(Panyu Multistack Thermal Limited) - 590,878
— BRI EEERAREER QA — kRS =R

(IehskiEZE ) BRAA]

(Yuyao Jiefeng Air Conditioning

Equipment Co., Ltd.)

(“Yuyao Jiefeng”) 4,759 59,937
Purchases from MATARIEER
— Ningbo Xinlong — B ERE 1,326 —
— Yuyao Jiefeng — BokEe 596 —
— kRS EFARMER QA — ROk RE L =T R

(Yuyao Jiefeng Fan and BRRF

Air-conditioning Co., Ltd.) 17,722 —
Leasing charges paid to BMUATRARSZNHEEA
— Yuyao Jiefeng — BrkiEe 479,346 31,978
Processing charges paid to BMUATRARSZAINIE

— Yuyao Jiefeng — fhikiEe - 71,221
License fee paid to- A.C.R. BT AR AEFHFE
Equipment Supplies Limited — RELREMERAT] 120,000 85,800

Rental expenses paid to RIATALXNEES
— Senior management — aREEE 78,148 72,000

The executive directors, Mr. Yan Siu Wai and Mr. Leung Kwok
Yin, have beneficial interests in the above companies.
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For the year ended 31 December 2008 & ZF —FEENF+-HA=+—HIFZ

36.

37.

38.

Related Party Transactions (cont'd)

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

During the year, the key management personnel

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

Events After The Balance Sheet Date

On 7 April 2009, the Company proposed to declare a final
dividend of HK5 cents per ordinary share to its shareholders,
as further detailed in note 13 to the financial statements.

Approval of The Financial Statements

The financial statements were approved and authorised for
issue by the board of directors on 7 April 2009.
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37.

38.
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