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GIORDANO INTERNATIONAL LIMITED

NOTES TO THE CONDENSED FINANCIAL STATEMENTS

1.

Principal accounting policies

These unaudited condensed consolidated interim financial statements
are prepared in accordance with Hong Kong Statement of Standard
Accounting Practice 25 “Interim Financial Reporting” issued by the
Hong Kong Society of Accountants.

These condensed interim financial statements should be read in
conjunction with the 2003 annual financial statements.

The accounting policies and methods of computation used in the
preparation of these condensed interim financial statements are
consistent with those used in the annual financial statements for the
year ended December 31, 2003.

Turnover and segment information

An analysis of the Group’s turnover and operating profit by business
segments is as follows:

BZ~ A=1+HL<AA
Six months ended June 30

2004 2003

RERF 42 m
BESE Operating EE Operating
(ES GEITBEM)  (In HK$ millions) Turnover profit Turnover profit
TERNDEER Retail and Distribution $1,739 $200 $1,452 $64
HREB Manufacturing 405 34 301 26
Hfth % 7% Other operation - 1 - 2
o D EEEE Less: Inter-segment sales (286) - (226) -
$1,858 $235 $1,527 $92

ERHMENHE D  AEBZEEBEHT ¢ The geographical segments of the Group’s turnover are as follows:

BEAA=1tHLEAEA

Six months ended June 30
(LB BET BEN) (In HK$ millions) 2004 2003
B K B Mainland China $ 424 $ 365
B Hong Kong 396 316
=) Taiwan 341 281
g Singapore 197 155
SN Japan 85 70
7 Korea 73 92
Hipih @ Other territories 342 248
$1,858 $1,527
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GIORDANO INTERNATIONAL LIMITED

Operating profit

The operating profit is stated after charging:

BEAA=1tHLEAEA
Six months ended June 30

(UEEEBTREN) (In HK$ millions) 2004 2003
EEETEENE Depreciation of owned fixed assets $52 $51
MEMEL Depreciation of fixed assets held

BEEENE under finance leases -

HEBRTEEZFBR

Net loss on disposal of fixed assets 1 3

4. BMEEH Finance expense
BEANB=THILAER
Six months ended June 30
(KEERTRE ) (In HK$ millions) 2004 2003
MEREZFE Interest element of finance leases $— $2
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Taxation

GIORDANO INTERNATIONAL LIMITED

Hong Kong profits tax is calculated at the rate of 17.5 percent

(2003: 17.5 percent) on the estimated assessable profits for the six

months ended June 30, 2004. Overseas taxation is calculated at the
rates applicable in the respective jurisdictions.

RitgE o
BEXNA=THLAEAR
Six months ended June 30
(LB BET BEN) (In HK$ millions) 2004 2003
ARARMBATF Company and subsidiaries:
FBBE Income tax
REAFE TS HIE Current income tax
- BENER ~ Hong Kong profits tax $15 $6
— EHNHIE - Overseas taxation 31 16
BEHEEE Under/(over) provision in
TR I(FEH) previous period
- BEMER ~ Hong Kong profits tax (1) (1)
— HINHIE - Overseas taxation 1 2
46 23
MH B E Withholding tax 2 3
EEBE Deferred tax
AREEHEE Y Relating to the origination
PTHE REE and reversal of temporary
differences 3 4
BEANT Associated companies:
BN IR Overseas taxation 1 6
BB Taxation charge $52 $36

ASERLEAERRFRABARER
BEZETHEIHARE - B HH
TEUAKELHBRRNBEATE °

ENDFE R OH B 5

The Group has a dispute with the tax authority in Taiwan with respect
to tax treatment on certain of the Group’s sales in Taiwan. The

dispute is not expected to have any material impact on the financial

position of the Group.



(a) PTHAEERREMREZHHKRS

GIORDANO INTERNATIONAL LIMITED

Dividends

(@)

Interim dividends declared after the balance sheet date of the
interim period:

BEAA=1tHLEAEA
Six months ended June 30

(KB BT BEMN) (In HK$ millions) 2004 2003
—ZEEFFEHRE 2004 interim dividend

B B Al
(ZZ2Z2=%: SRE%—HAW)

“EEMEHHEIRE
SRR — BT
(ZET=F: SRBE=I)

RPHMEEEIREMREZRE &
REZHIEERAREE -

(b) RPHEERRBBRXNEH L~
FRZRHKE

(LB BETBEML)

of 4.0 HK cents
(2003: 1.5 HK cents)
per share $58 $22

2004 interim special dividend
of 1.5 HK cents
(20083: 3.0 HK cents)
per share 22 43

$80 $65

The dividends declared after the balance sheet date of the
interim period have not been recognized as a liability at the
balance sheet date.

Final dividends in respect of the previous financial year, approved
and paid during the interim period:

BEAA=1tHLEAEA
Six months ended June 30
(In HK$ millions) 2004 2003

/)K%FE—Y = —gikﬁrqﬂ
B E MRl
(ZZ2Z2 % : SRE¥OERW)

ER% - EE=FRPBRIKRE
BREE—AZWL
(ZZZT—F: SREE—A)

2003 final dividend, paid,
of 4.5 HK cents
(2002: 4.5 HK cents)
per share $ 65 $ 65

2003 final special dividend,
paid, of 12.0 HK cents
(2002: 10.0 HK cents)

per share 173 144
$238 $209
Interim Report 20014



BRAER

SIRERREERF YRR R E (b
AEMNEE-—BLT—BET(ZTE=
F:REBEAT=ZBET)E -

BEREARFDERBE-_STNFRA
=T HIEREAREETRN 2 MEFH
BRE+NENTFOEAT BTN \EL
TER(ZZZE=F TOEONTE
ATEEZ -RIFE -

BREZFBENDRTHNENTEE A
T-BZN Bt +TER(ZEZ=F:
THEONFERT+EETZR) @ BIRE
EZZEMERNAZFTHLEANBEARE
BIOORMD o MBEFHRE - MWERR
BEALAEREFEKEZMAER
TEBREECTEMEBTIRG 2
MEFARKE-—FANBALTZEAT
+TtERT-—R(ZEZE=F: ZAATA
BENFZBNTER)GHE -

GIORDANO INTERNATIONAL LIMITED

Earnings per share

The calculation of basic and diluted earnings per share is based on
the consolidated profit attributable to shareholders for the period of
HK$171 million (2003: HK$63 million).

The basic earnings per share is based on the weighted average of
1,444,910,875 shares (2003: 1,440,670,002 shares) in issue during
the six months ended June 30, 2004.

The diluted earnings per share is based on 1,444,910,875 shares
(2003: 1,440,670,002 shares) which is the weighted average number
of shares in issue during the six months ended June 30, 2004 plus
the weighted average of 18,929,741 shares (2003: 2,889,287 shares)
deemed to be issued if all outstanding share options granted under
the share option schemes of the Company had been exercised.

BEEE Fixed assets

AA=+H +T-A=1+—8

June 30 December 31

(LB BET BEN) (In HK$ millions) 2004 2003
2 REFE Opening net book value $580 $623
BhEEH Translation difference - 8
NE Additions 53 62
& Disposals (1) (10)
nE Depreciation (52) (103)
HRZEREFE Closing net book value $580 $580
FE W BR X Trade receivables

BREREARHEN  AREELER
ATHRTEESEPFHRTRERY -

NTREREZER Rk

Other than cash and credit card sales, the Group normally allows an
average credit period of 60 days to its trade customers.

The ageing analysis of trade debtors is as follows:

AA=ZtH +ZA=+—H

June 30 December 31
(KB EETT BEN) (In HK$ millions) 2004 2003
EE=1+X 0 - 30 days $117 $121
=t+t—-EXt+X 31 - 60 days 13 41
AT—ENLTX 61 - 90 days 5 6
BT R Over 90 days 5 3
=L Total $140 $171

ENDFE R OH B 5
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GIORDANO INTERNATIONAL LIMITED

10. A& 10. Share capital

B EE EBER
(BRR17E B4 - (In HK$ millions, Number Ordinary
LEMEE LA E) except number of shares) of shares shares
A\—ZEEMF—-H—H At January 1, 2004 1,442,198,518 $72

AT B AR EM Issue of shares pursuant to
BITRHD exercise of share options 5,082,000 -
RZZZMFEARA=1H At June 30, 2004 1,447,280,518 $72

1.

12

& 13 BR K

NTRENESER Kk

11.

Trade Payables

The ageing analysis of trade creditors is as follows:

XA=tB ft-A=t-H

June 30 December 31

(KB EETL BEMN) (In HK$ millions) 2004 2003
Tr=+X% 0 - 30 days $169 $209
=t—=2x~+X 31 - 60 days 31 52
AT—EATX 61 - 90 days 17
BT R Over 90 days 22
=L Total $209 $300
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12.

GIORDANO INTERNATIONAL LIMITED

Deferred taxation

Deferred taxation is calculated in full on temporary differences under
the liability method using a principal taxation rate of 17.5%
(2003:17.5%).

The movement in the Group’s deferred tax (assets)/liabilities during
the period is as follows:

XA=tB ft-A=t-H

June 30 December 31

(LB 8T REN) (In HK$ millions) 2004 2003
H ¥ 4 81 Opening balance $62 $69
REREERPI X/ Charged/(credited) to profit

(5t A) and loss account 3 8)
RiEmT (FTA)/ 5% (Credited)/charged to equity (1) 3
BEMATIEZ Reversal of temporary difference

REMHEE on withholding tax 2) @)
R4 88 Closing balance $62 $62

Rz GEA)/ IXHMEEHREAR S
RHMERT-MBRRZREHRINEL K
Wk sl Bz BA

RERAGEEERBRRNIIGZ2R N
T

The deferred taxation (credited)/charged to equity comprised the tax
on the unrealized exchange gain of a long-term loan to a subsidiary
company.

The amounts shown in the condensed consolidated balance sheet
include:

XA=tB ft-A=t-H

June 30 December 31

(KB EETT BEMN) (In HK$ millions) 2004 2003
LTI EE Deferred tax assets $(15) $(15)
REEREERE Deferred tax liabilities 77 77

$ 62 $62

= 2 £ h B OB & 13
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GIORDANO INTERNATIONAL LIMITED

ReRBESEBEEFEIW 13. Analysis of balances of cash and cash equivalents
AB=+H
June 30

(KEE ST REL) (In HK$ millions) 2004 2003
Be RRTER Cash and bank balances $714 $596
B ERER=ZMAMNUE Deduct: Bank deposits with maturity

B HR 2 R1T over three months

EHER from date of deposits (8) 6)

706 590

RITERK Bank loans (66) (56)
FREMREEE Net cash and cash equivalents $640 $534

REENRADEERFABEE

AEBER-_FTENFANA=ZTAEEK
ZEE=F+A=+T-BZHBEENR
RPEEINAEETNLETRAER
EAEETNAENTLEET - A5ER
—EENEAA=TAR-ZT=F+_H
=t BZERBEEARBEENHR
PDEE)HDFIARBENEAT_BELR
BEAE-—T—B8E8T -

14,

Total assets less current liabilities and net current assets

The Group’s total assets less current liabilities amounted to
HK$1,905 million and HK$1,947 million at June 30, 2004 and
December 31, 2003 respectively. The Group’s net current assets,
defined as current assets less current liabilities, amounted to
HK$862 million and HK$911 million at June 30, 2004 and December
31, 2003 respectively.
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GIORDANO INTERNATIONAL LIMITED

15. Commitments
(a) Commitments under operating leases

At June 30, 2004, the Group had future aggregate minimum
commitments under non-cancelable operating leases in
respect of retail shops, office premises, factories and
warehouses as set out below:

Operating leases which expire:

AA=+H +T-A=1+—8H
June 30 December 31

(LB B ST BEN) (In HK$ millions) 2004 2003

—FR Within one year $423 $402
—FREAFA After one year but within

five years 503 466

HFENE Over five years 5 7

$931 $875

ATPMZREHEREREAKE
REHSINHEEETEZHE A
B ERE) o FHAEDR&ER
dHeHE -

(b) BEAXREE

RZZZMERA=+RH AREF
PA-V. NS

The operating lease rentals of certain outlets are based on the
higher of a minimum guaranteed rental or a sales level based
rental. The minimum guaranteed rental has been used to arrive
at the above commitments.

(b) Capital commitments

At June 30, 2004, the Group had the following capital
commitments:

AA=+H +T-A=1+—8H
June 30 December 31

(LB 8T RE) (In HK$ millions) 2004 2003
BEEAEREH Contracted but not provided for $2 -
16. RAEE 16. Contingent liabilities
RZEZTWMFEA=TH  AEEEUT At June 30, 2004, the Group had contingent liabilities not included
TEAEEHBEREAZAAREE in the financial statements in respect of the following:
AB=+B +Z-A=+—8H
June 30 December 31
(LB B ST BEN) (In HK$ millions) 2004 2003
REHERKEEZS Bank guarantees in lieu of
ZIRITHER rental and utility deposits $9 $9
BERL I REFE Guarantee notes issued 42 34
$51 $43
% ¥R FoROME 18



