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GENERAL INFORMATION

Giordano International Limited (the “Company”) and its subsidiaries
(together the “Group”) distribute and sell causal apparel under the
brand names of Giordano, Giordano Ladies, Giordano Junior and
Bluestar Exchange through an extensive retailing network with over
1,600 shops spanning over 20 countries. It also operates a limited
manufacturing capacity in China.

The Company is a limited liability company incorporated in Bermuda.
Its registered office is situated at Canon’s Court, 22 Victoria Street,
Hamilton, HM12, Bermuda. The Company has its primary listing on
The Stock Exchange of Hong Kong Limited (stock code: 709).

The consolidated financial statements are presented in million of
units of Hong Kong dollars (HK$ million) unless otherwise stated.
These consolidated financial statements have been approved for
issue by the Board of Directors on March 21, 2006.

PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of these
financial statements are set out below:

Basis of preparation

The financial statements have been prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”), Hong Kong
Accounting Standards (“HKASs”) and Interpretations issued by the
Hong Kong Institute of Certified Public Accountants. The financial
statements are prepared under the historical cost convention.

The preparation of financial statements in conformity with HKFRSs
and HKASSs requires the use of certain critical accounting estimates.
It also requires management to exercise its judgment in the process
of applying the Group’s accounting policies. The areas involving a
higher degree of judgment or complexity, or areas where assumptions
and estimates are significant to the consolidated financial statements,
are disclosed in note 4.
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(b)

PRINCIPAL ACCOUNTING POLICIES (continued)

Basis of preparation (continued)

The accounting policies and methods of computation used in the
preparation of these financial statements are consistent with those
used in 2004 except that the Group has changed certain of its
accounting policies following its adoption of new and revised HKFRSs
and HKASs which are effective for accounting years beginning on or
after January 1, 2005.

The relevant changes in the Group’s accounting policies resulting
from the adoption of these new and revised HKFRSs and HKASs are
set out in note 2(b) below.

Impact of new and revised HKFRSs and HKASs

Hong Kong Institute of Certified Public Accountants has issued a
number of new and revised HKFRSs, HKASs and Interpretations
which are effective for accounting years beginning on or after January
1, 2005. The Group has adopted the HKFRSs and HKASs that are
applicable to its operations. The comparative figures have been
amended as required. The adoption of new and revised HKFRSs
and HKASs did not result in substantial changes to the Group’s
accounting policies unless otherwise stated below:

HKAS 1 Presentation of Financial Statements

HKAS 17 Leases

HKAS 32  Financial Instruments: Disclosure and Presentation
HKAS 39  Financial Instruments: Recognition and Measurement
HKFRS 2 Share-based Payment

(i)  The adoption of HKAS 1 “Presentation of Financial Statements”
has affected the presentation of minority interests and share of
after-tax results of associates and jointly controlled companies
and other disclosures.

Minority interests are presented in the Group’s balance sheet
within equity, and minority interests in the consolidated profit
and loss account are presented as an allocation of the total
profit for the year between the minority interests and the
shareholders of the Company.

The share of profit of associates and jointly controlled companies
are presented after netting off taxation in the consolidated profit
and loss account.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

(b) Impact of new and revised HKFRSs and HKASs
(continued)

(i)

)

(iv)

The adoption of revised HKAS 17 “Leases” has resulted in a
change in the accounting policy relating to the classification of
leasehold land and land use rights. In accordance with HKAS
17, a lease of land and building should be split into a lease of
land and a lease of building in proportion to the relative fair
values of the leasehold interests in the land element and the
building element of the lease at the inception of the lease. The
up-front prepayment for land is stated at cost and amortized
over the period of the lease whereas the building is stated at
cost less accumulated depreciation and impairment losses.

The adoption of HKAS 32 “Financial Instruments: Disclosure
and Presentation” and HKAS 39 “Financial Instruments:
Recognition and Measurement” has resulted in a change in the
accounting policy relating to the treatment of financial assets
at fair value through profit and loss account. These have also
resulted in a change in the recognition, measurement and
classification of derivative financial instruments.

Certain derivatives, which include foreign exchange contracts,
which do not qualify for hedge accounting, are initially
recognized at fair value on the date on which a derivative
contract is entered into and subsequently re-measured at their
fair value. Changes in fair value of the derivatives are recognized
immediately in the profit and loss account.

The adoption of HKFRS 2 “Share-based Payment” has resulted
in a change in the accounting policy for share options. In prior
years, the provision of share options did not result in a charge
to the profit and loss account. Following the adoption of
HKFRS 2, fair value of share options at the grant date is
amortized over the relevant vesting periods to the profit and
loss account.

As a transitional provision, the cost of share options granted
after November 7, 2002 and had not yet vested on January 1,
2005 was expensed retrospectively in the profit and loss account
of the respective periods (note 2(r)(ii)).

GIORDANO INTERNATIONAL LIMITED
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2. T E S B K (&) 2. PRINCIPAL ACCOUNTING POLICIES (continued)

(b) #FERELEE 2HKFRSsXHKASs (b) Impact of new and revised HKFRSs and HKASs

ERNTE (&) (continued)
V) FIBEZHBEBEREMEKEXFTE (v) All changes in the accounting policies have been made in

A EEERNBRATELE accordance with the transitional provisions in the respective

B oBRTHN BESBERANE standards, wherever applicable. All standards adopted by the

EFZRMNER Group require retrospective application other than:

— HKAS 39 : TEFZIIZER - HKAS 39: does not permit to recognize, derecognize and
PUHBEERABZER 1 measure financial assets and liabilities in accordance with
BERRE this standard on a retrospective basis;

— HKAS #E15: BEEXH - HKAS Interpretation 15: does not require the recognition
ZETRFE-A—BZAAEX of incentives for leases beginning before January 1, 2005;

ZHERBFEHER

— HKFRS2: BMERRERR - HKFRS 2: only retrospective application for all share
TET-F+-AEABED options granted after November 7, 2002 and not vested
BRZZZRF-—H—BEX at January 1, 2005; and

BEZBERE: R

— HKFRS3: RZ_ZEZERF—HA - HKFRS 3: prospectively after January 1, 2005.
—HEKA -
(Vi) FRMAHKFRS 2 Hiiia Bk 2o g (vi) Effect of adopting HKFRS 2 on the consolidated profit and loss
mr account is as follows:
(B EREFI  UEEFGETAEEM) (In HK$ millions, except earnings per share) 2005 2004
1T E AL Increase in administrative expenses
(B sE2(b)(iv)) (Note 2(b)(iv)) 4 6
R AR FE AR & Decrease in profit attributable to
o shareholders of the Company 4 6
BRERREEEF Decrease in basic and diluted
NER earnings per share 0.3¢ 0.5¢

GIORDANO INTERNATIONAL LIMITED 3
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2. T E S B K (&) 2. PRINCIPAL ACCOUNTING POLICIES (continued)

(b) ¥ K% &1E:T 2HKFRSs®X HKASs (b) Impact of new and revised HKFRSs and HKASs

ERNTE (&) (continued)
Vi) EFERR2ENEHEEEEEER (vii) Effect of changes in the accounting policies on the Group’s
ZEEWT balance sheet is as follows:
R-BBRF+-A=+-H At December 31, 2005 &t
(UEKBETREN) (In HK$ millions) HKFRS 2 HKAS 17 Total
kRBEE Increase/(decrease) in
&/ (F D) non-current assets
MmE - BERR Property, plant and equipment
(F sE2(b)(il) (Note 2(b)(ii) - (250) (250)
HELHRBEEEMNTE Leasehold land and rental
(B &2 2(b) (1)) prepayments (Note 2(b)(ii) - 242 242
- (8) (8)
REEEEM Increase in current assets
HELHEBEEEMNTE Leasehold land and rental
(P 5 2(b)(ii)) prepayments (Note 2(b)(ii)) - 8 8
B m (6 ) Increase/(decrease) in equity
BRERE Share options reserve
(P &E2(b)(iv)) (Note 2(b)(iv)) 10 - 10
BN (B E2(0)(v) Retained profits (Note 2(0)(iv)) (10) - (10)
R-BEME+=-A=+-H At December 31, 2004 &%
(KBS BETAEN) (In HK$ millions) HKFRS 2 HKAS 17 Total
*kRBEE Increase/(decrease) in
£/ (& 2) non-current assets
MmE - BELRE Property, plant and equipment
(P 5E2(b)(il)) (Note 2(b)(ii) - (263) (263)
AETH R EEENRE Leasshold land and rental
(Bt 2E 2(b)(i1)) prepayments (Note 2(b)(ii) - 255 255
- (8) (8)
FEBEEEM Increase in current assets
AETHEEEENRE Leasshold land and rental
(Bt 2E2(b)(i1)) prepayments (Note 2(b)(ii) - 8 8
BN (HD) Increase/(decrease) in equity
BRERE Share options reserve
(Bt ZE2(b)(iv)) (Note 2(b)(iv))
-RZZEEMFE—-A—H - at January 1, 2004 1 - 1
-HE-ZTZME+ZA - for the year ended
=t+-HIFE December 31, 2004 6 - 6
7 - 7
B35 Al (B 5E2(b)(iv)) Retained profits (Note 2(b)(iv)) (7) - (7)
ANNUAL REPORT 2005 & % GIORDANO INTERNATIONAL LIMITED
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(b)

(c)

(d)

PRINCIPAL ACCOUNTING POLICIES (continued)

Impact of new and revised HKFRSs and HKASs
(continued)

(viiiy Certain new standards, amendments and interpretations to
existing standards have been published that are relevant to the
Group’s business and are mandatory for the Group’s accounting
periods beginning on or after January 1, 2006 or later periods.
The Group has not adopted these new standards, amendments
and interpretations for the year ended December 31, 2005.

Basis of consolidation

(i) The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to
December 31, 2005.

(i) All material inter-company transactions and balances within the
Group are eliminated on consolidation.

(i) The results of subsidiaries acquired or disposed of during the
year are dealt with in the consolidated profit and loss account
from or up to the effective dates of acquisition or disposal.

(iv) 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 unamortized goodwill
or negative goodwill which was not previously charged or
recognized in the consolidated profit and loss account.

(v)  Minority interests represent the interests of outside shareholders
in the operating results and net assets of subsidiaries.

Subsidiaries

A subsidiary is a company in which the Company, directly or indirectly,
controls more than 50 percent of its voting power or issued share
capital or controls the composition of its board of directors or has
power to govern its financial and operating policies.

Subsidiaries are fully consolidated from the date on which control is

transferred to the Group. They are de-consolidated from the date
that control ceases.
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December 31, 2005

PRINCIPAL ACCOUNTING POLICIES (continued)

Subsidiaries (continued)

The purchase method of accounting is used to account for the
acquisition of subsidiaries by the Group. The cost of an acquisition
is measured at the fair value of the assets given, equity instruments
issued and liabilities incurred or assumed at the date of exchange,
plus costs directly attributable to the acquisition. Identifiable assets
acquired and liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the acquisition
date, irrespective of the extent of any minority interest. The excess
of the cost of acquisition over the fair value of the Group’s share of
the identifiable net assets acquired is recorded as goodwill. If the
cost of acquisition is less than the fair value of the net assets of the
subsidiary acquired, the difference is recognized directly in the profit
and loss account.

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

Investments in subsidiaries are carried in the Company’s balance
sheet at cost, less provision for impairment losses. The results of
subsidiaries are accounted for by the Company on the basis of
dividend received and receivable.

Jointly controlled companies

In accordance with HKAS 31 “Interests in Joint Ventures”, which
supersedes Statement of Standard Accounting Practice 21
“Accounting for Interests in Joint Ventures”, a jointly controlled
company is an entity in which each venturer has an interest and of
which its financial and operating policies are under contractual
arrangements jointly controlled by the venturers.

GIORDANO INTERNATIONAL LIMITED
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(e)

(f)

PRINCIPAL ACCOUNTING POLICIES (continued)

Jointly controlled companies (continued)

The Group adopts the equity method to account for the interests in
jointly controlled companies. The consolidated profit and loss account
includes the Group’s share of the results of jointly controlled
companies for the year, and the Group’s balance sheet includes the
Group’s share of net assets of the jointly controlled companies. When
the Group transacts with its jointly controlled companies, unrealized
profits and losses are eliminated to the extent of the Group’s interests
in jointly controlled companies. Accounting policies of jointly controlled
companies are changed where necessary to ensure consistency with
the policies adopted by the Group.

In the Company’s balance sheet, the interests in jointly controlled
companies are stated at cost less provision for impairment losses.
The results of jointly controlled companies are accounted for by the
Company on the basis of dividend received and receivable.

Associates

An associate is a company over which the Group has significant
influence but does not control, generally accompanying an equity
interest of between 20 percent and 50 percent.

The Group’s share of its associate’s post-acquisition profits or losses
is recognized in the profit and loss account, and its share of post-
acquisition movements in reserves is recognized in reserves. The
cumulative post-acquisition movements are adjusted against the
carrying amount of the investment. When the Group’s share of losses
in an associate equals or exceeds its interest in the associate,
including any other unsecured receivables, the Group does not
recognize further losses, unless it has incurred obligations or made
payments on behalf of the associate.

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

In the Company’s balance sheet, the investments in associates are
stated at cost less provision for impairment losses. The results of
associates are accounted for by the Company on the basis of
dividend received and receivable.
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PRINCIPAL ACCOUNTING POLICIES (continued)

Segment reporting

A business segment is a group of assets and operations engaged in
providing products or services that are subject to risks and returns
that are different from those of other business segments. A
geographical segment is engaged in providing products or services
within a particular economic environment that are subject to risks
and return that are different from those of segments operating in
other economic environments.

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

Segment assets consist primarily of property, plant and equipment,
leasehold land and rental prepayments, rental deposits and
prepayments, inventories, receivables and operating cash. Segment
liabilities comprise operating liabilities but exclude items such as
taxation and certain corporate borrowings. Capital expenditure
comprises additions to property, plant and equipment, including
additions resulting from acquisitions through purchases of

subsidiaries.

In respect of geographical segment reporting, sales are based on
the country in which customers are located. Total assets and capital
expenditures are based on where the assets are located.

Foreign currency translation
(i)  Functional and presentation currency

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

(i)  Transactions and balances

Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing at the transaction
dates. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at
year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognized in the profit
and loss account.
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2.

PRINCIPAL ACCOUNTING POLICIES (continued)

(h) Foreign currency translation (continued)

U

(i)  Group companies
The results and financial position of all the group companies
(none of which has the currency of a hyperinflationary economy)
that have a functional currency different from the presentation
currency are translated into the presentation currency as follows:

- assets and liabilities for each balance sheet presented are
translated at the closing rate at balance sheet date;

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

- all resulting exchange differences are recognized in the
exchange reserve.

On consolidation, exchange differences arising from the translation
of the net investment in foreign companies, and of borrowings and
other currency instruments designated as hedges of such investments
are taken to exchange reserve. When a foreign operation is sold,
such exchange differences are recognized in the profit and loss
account as part of the gain or loss on sale.

Property, plant and equipment

(i)  Freehold land is stated at cost and is not amortized.

(i) Buildings, leasehold improvements and other fixed assets are
stated at cost less accumulated depreciation and any
accumulated impairment losses. Cost represents the purchase
price of the asset and other costs incurred to bring the asset
into its existing use.
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December 31, 2005

2. PRINCIPAL ACCOUNTING POLICIES (continued)

(i) Property, plant and equipment (continued)

(i)

(vii)

Subsequent costs are included in the asset’s carrying amount
or recognized 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 profit and loss account during the financial
period in which they are incurred.

Depreciation of property, plant and equipment is calculated
using the straight-line method to allocate cost over their
estimated useful lives, as follows:

Freehold land is not depreciated.

- Buildings situated on freehold land are depreciated over
their estimated useful life, being no more than 50 years
after the date of completion.

- Buildings situated on leasehold land are depreciated over
the shorter of the unexpired term of lease or their estimated
useful lives, being no more than 50 years after the date of

completion.
- Plant 5 years
- Other fixed assets 3 -5 years

Assets’ residual values and useful lives are reviewed and

adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount.

Gain or loss on disposal of fixed assets is the difference between
the net sales proceeds and the carrying amount of the relevant
asset, and is recognized in the profit and loss account.

GIORDANO INTERNATIONAL LIMITED
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

(i) Investment property

(i

(i)

)

An investment property is a property which is held for long
term rental yield or for capital appreciation, or both and that is
not substantially occupied by any Group companies.

Investment property comprises buildings held under finance
leases. It is stated at cost less accumulated depreciation and
any accumulated impairment losses. Cost represents the
purchase price of the investment property and other costs
incurred to bring the property into its existing use. Depreciation
of investment property is calculated to write off its cost over
the unexpired period of the lease.

Subsequent expenditure is charged to the asset’s carrying
amount 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 costs are expensed in the profit and loss account
during the financial period in which they are incurred.

(k) Intangible assets

0)

Goodwill

Goodwill represents the excess of the cost of any acquisition
over the fair value of the Group’s share of the net identifiable
assets of the acquired subsidiary/associate/jointly controlled
company at the date of acquisition. Goodwill on acquisitions of
subsidiaries and jointly controlled companies is included in
intangible assets. Goodwill on acquisitions of associates is
included in interest in associates.

Goodwill is tested annually for impairment and carried at cost
less accumulated impairment losses. Gains and losses on the
disposal of an entity include the carrying amount of goodwill
relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose
of impairment test.
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December 31, 2005

PRINCIPAL ACCOUNTING POLICIES (continued)

Intangible assets (continued)
(i) Trademarks and licenses

Acquired trademarks and licenses are shown at historical cost.
Acquired trademarks and licenses have a definite useful life
and are carried at cost less accumulated amortization.
Amortization is calculated using the straight-line method to
allocate the cost of trademarks and licenses over their estimated
useful lives.

(il Computer software

Acquired computer software licenses are capitalized on the
basis of the costs incurred to acquire and bring to use the
specific software. These costs are amortized over their estimated
useful life.

Cost associated with developing or maintaining computer
software programs are recognized as an expense as incurred.

Impairment of assets

Assets that have an indefinite useful life are not subject to
amortization, which are at least tested annually for impairment and
are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be
recoverable. Assets that are subject to amortization are reviewed for
impairment whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. An impairment
loss is recognized for the amount by which the assets carrying
amount exceeds its recoverable amount. The recoverable amount is
the higher of an asset’s fair value less costs to sell and value in use.
For the purpose of assessing impairment, assets are grouped at the
lowest level for which there are separately identifiable cash flows
(cash-generating units).

Inventories

Inventories are stated at the lower of cost and net realizable value.
Cost is determined on the weighted average basis and is arrived at
as follows:

(i)  Raw materials and purchased goods - invoiced prices plus
procurement costs.

GIORDANO INTERNATIONAL LIMITED
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(m)

(n)

(o)

(p)

PRINCIPAL ACCOUNTING POLICIES (continued)

Inventories (continued)

(i) Work in progress and finished goods - cost of direct materials,
direct labor and an appropriate proportion of production
overheads, but excluding borrowing costs.

Net realizable value is the estimated price at which inventories can
be sold in the normal course of business after allowing for the costs
of realization and, where appropriate, the cost of conversion from
their existing state to a finished condition.

Trade and other receivables

Trade and other receivables are recognized initially at fair value and
subsequently measured at amortized cost using the effective interest
method unless the effect of discounting would be immaterial, in
which case they are stated at cost less provision for impairment. A
provision 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 provision is the difference between the asset’s
carrying amount and the present value of estimated future cash
flows, discounted at the effective interest rate. The amount of the
provision is recognized in the profit and loss account.

Cash and cash equivalents

Cash and cash equivalents include cash on hand, deposits held at
call with banks, other short-term highly liquid investments with original
maturities of three months or less, and bank overdrafts. Bank
overdrafts are shown within borrowings in current liabilities on the
balance sheet.

Borrowing costs

Borrowing costs are expensed in the profit and loss account in the
period in which they are incurred, except to the extent that they are
capitalized as being directly attributable to the acquisition,
construction or production of an asset which necessarily takes a
substantial period of time to get ready for its intended use or sale.
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December 31, 2005

PRINCIPAL ACCOUNTING POLICIES (continued)

Deferred taxation

Deferred taxation is provided in full, using liability method, on
temporary differences between the tax base of assets/liabilities and
their carrying amounts in the financial statements. Taxation rates
enacted or substantially enacted by the balance sheet date are used
to determine deferred taxation.

Deferred tax assets generated from taxable losses are not recognized
unless it is probable that future taxable profit will be available against
which the temporary differences can be utilized.

Deferred taxation is provided on the temporary differences arising
on investment in subsidiaries, jointly controlled companies and
associates, except where the timing of the reversal of the temporary
differences can be controlled by the parent company and it is
probable that the temporary difference will not reverse in the
foreseeable future.

Employee benefits
(i  Pension obligations

Except for the pension scheme arrangements in Taiwan, the
Group operates defined contributions schemes and, if
applicable, participates in central defined contribution provident
fund schemes for all qualified employees. The assets of the
said schemes are held by independently administered funds
separated from those of the Group. Contributions to these
schemes are made by both the employers and employees at
rates ranging from two percent to twenty percent on the
employees’ salaries.

The Group’s contributions to the defined contribution plans and
mandatory provident fund scheme are expensed as incurred
and, if applicable, are reduced by contributions forfeited by
those employees who leave the scheme or the plan prior to
vesting fully in the contributions. The Group has no further
payment obligations once the contributions have been made.

GIORDANO INTERNATIONAL LIMITED
& = B AER 2 F



o)

NOTES TO THE FINANCIAL STATEMENTS

oW ok M

—EERFF+HA=+—H
December 31, 2005

FTEEFBERER (H)

2.

(r)

BEER (&)

(i

(it

RAEEE ()

SEZ2EMBNBEDRRRKRESR
BEBEELGI2ARESLN
wllzRAKESFE (TER]) A
B B-ZTRAFELHA-HE K
BEESTRASKGI2ETEER
K2 RRESFE (T3] -

EERZT SEERERRAR
HAMEEXNEIZRKEREH
HHEERAMEFERRECRAE
FERBBEESHENMNB T 2R
FE RENRARTKEESR

FEHREZAN L _REBRKE
S TR B L R R H B BT B AL AR
M BEHNERREBEEREFTRE
ARETRE -

EHHZT  REDRAKEEE
MHETINEBAFOHERARRE
BRAZAMERE  YBFEAEIR
EIRBRZBEAKRPEA -

RERGXNHNEE

AEERAF-BURELEE UK
XM zHEFTE AEEREH
BREMBREZRERTATEE
ERALNERX - BIRESEHH
XEZRBEDNZECREBREZ
NFEEMETE - DR REME
mizREBELZTE (BlAN L
FHERKER) - FMHREBIRN
BRERBHATIECEREZAE
ZBRER -REEER  AEEY
SENAGHBHATTFIEZER
BZEAB - BHREGEHEFNE
vE ANBERRAER  URE
BTHEBHRNYRREDERES

o

ERREETRER  CREAER
BERMBREAEREGERXSKAE
BHIARA (BE) RBROEED -

GIORDANO INTERNATIONAL LIMITED
R REBERL2E

2.

(r)

PRINCIPAL ACCOUNTING POLICIES (continued)

Employee benefits (continued)

(i

(i)

Pension obligations (continued)

The branches of wholly-owned subsidiaries of the Group in
Taiwan have a defined benefit scheme (“Old Scheme”) governed
by the Labor Standard Law and a defined contribution scheme
(“New Scheme”) governed by the Labor Pension Act which
became effective on July 1, 2005.

Under the Old Scheme, the Group has an obligation to ensure
that there are sufficient funds in the scheme to pay the benefits
earned for the service years of all employees covered before
the New Scheme and the subsequent service years of
employees that chose to continue to participate in the Old
Scheme. The branches currently contribute at two percent of
the total salaries of participating employees as determined and
approved by the relevant government authorities. The assets of
the Old Scheme are invested by the Central Trust of China.

Under the New Scheme, the branches contribute each month
at six percent of the salary of employees that choose to
participate in the New Scheme, deposited into individual pension
accounts at the Bureau of Labor Insurance.

Share-based compensation

The Group operates an equity-settled, share-based
compensation plan. The fair value of the employee services
received in exchange for the grant of the options is recognized
as an expense. The total amount to be expensed over the
vesting period is determined by reference to the fair value of
the options granted, excluding the impact of any non-market
vesting conditions (for example, profitability and sales growth
targets). Non-market vesting conditions are included in
assumptions about the number of options that are expected to
become exercisable. At each balance sheet date, the Group
revises its estimates of the number for options that are expected
to become exercisable. It recognizes the impact of the revision
of original estimates, if any, in the profit and loss account, and
a corresponding adjustment to equity over the remaining vesting
period.

The proceeds received net of any directly attributable transaction
costs are credited to share capital (nominal value) and share
premium when the options are exercised.
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PRINCIPAL ACCOUNTING POLICIES (continued)

Provision

Provisions are recognized when the Group has a present legal or

constructive obligation as a result of past events, it is probable that

an outflow of resources will be required to settle the obligation, and

a reliable estimate of the amount can be made.

Revenue recognition

Revenue comprises the fair value for the sales of goods and services,

net of value-added tax, rebates return and discounts and after

eliminating sales within the Group. Revenue is recognized as follows:

(i

(i)

)

(iv)

Sales of goods - wholesale

Sales of goods are recognized when a Group company has
delivered products to the customer, the customer has accepted
the products and collectibility of the related receivables is
reasonably assured.

Sales of goods - retail

Sales of goods are recognized when a Group company sells a
product to the customer. Retail sales are usually in cash or
credit card. The recorded revenue is the gross amount of sales,
before netting off credit card fees payable for the transactions.
Such fees are included in distribution costs.

Sales of services

Sales of services are recognized in the accounting period in
which the services are rendered, by reference to completion of
the specific transaction assessed on the basis of the actual
service provided as a proportion of the total services to be
provided.

Interest income

Interest income is recognized on a time-proportion basis using
the effective interest method, taking into account the principal
amount outstanding and the interest rates applicable.

Royalty income

Royalty income is recognized on an accrual basis in accordance
with the substance of the relevant agreements.

GIORDANO INTERNATIONAL LIMITED
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2.

(t)

PRINCIPAL ACCOUNTING POLICIES (continued)

Revenue recognition (continued)

(vi)

Dividend income

Dividend income is recognized when the right to receive
payment is established.

(u) Leases (as the lessee)

(v)

0)

(i)

Finance leases

Leases of assets where the Group has substantially all the
risks and rewards of ownership are classified as finance leases.
Finance leases are capitalized at the lease’s commencement at
the lower of the fair value of the leased property and the present
value of the minimum lease payments. Each lease payment is
allocated between the liability and finance charges so as to
achieve a constant rate on the finance balance outstanding.
The corresponding rental obligations, net of finance charges, is
included in current and non-current borrowings. The interest
element of the finance cost is recognized in the income
statement over the lease period so as to produce a constant
periodic rate of interest on the remaining balance of the liability
for each period.

Operating leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the leasing company are
accounted for as operating leases. Rental payments applicable
to such operating leases are charged to the profit and loss
account on the straight-line basis over the lease periods.

Dividend distribution

Dividend distribution to the Company’s shareholders is recognized

as a liability in the Group’s financial statements in the period in

which the dividends are approved.
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PRINCIPAL ACCOUNTING POLICIES (continued)

Contingent liabilities

A contingent liability is a possible obligation that arises from past
events and whose existence will only be confirmed by the occurrence
or non-occurrence of one or more uncertain future events not wholly
within the control of the Group. It can also be a present obligation
arising from past events that is not recognized because it is not
probable that outflow of economic resources will be required or the
amount of obligation cannot be measured reliably.

A contingent liability is not recognized but is disclosed in the notes
to the financial statements. When a change in the probability of an
outflow occurs so that outflow is probable, they will then be
recognized as a provision.

FINANCIAL RISK MANAGEMENT

Financial risk factors

The Group’s activities exposed it mainly to currency risk and credit
risk. The Group’s overall risk management programme seeks to
minimize potential adverse effects on the Group’s financial
performance. The Group uses derivative financial instruments to
hedge certain risk exposure when necessary.

(i  Foreign exchange risk

The Group operates internationally and is exposed to foreign
exchange risk arising from various currency exposures, primarily
with respect to the Hong Kong dollar. Foreign exchange risk
arises from future commercial transactions, recognized assets
and liabilities and net investments in foreign operations.

To manage their foreign exchange risk arising from future
commercial transactions, recognized assets and liabilities,
companies in the Group use forward contracts when major
fluctuation in the relevant foreign currency is anticipated.

The Group has certain investments in foreign operations, whose
net assets are exposed to foreign currency translation risk.
Currency exposure arising from the net assets of the Group’s
new foreign operation in new markets such as Japan is managed
primarily through borrowings denominated in their relevant
foreign currencies.
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GIORDANO INTERNATIONAL LIMITED
R REBERL2E

3.

FINANCIAL RISK MANAGEMENT (continued)

Financial risk factors (continued)

(i) Credit risk
The Group has no significant concentration of credit risk. It has
policies in place to ensure that wholesale of products are made
to customers with an appropriate credit history. Sales to retail
customers are made in cash or via major credit cards. Cash
deposits are limited to high-credit-quality financial institutions.

(i) Liquidity risk
Prudent liquidity risk management implies maintaining sufficient
cash, availability of funding through an adequate amount of
credit facilities from banks and the ability to settle all current
liabilities.

(iv) Interest rate risk

As the Group has no significant interest-bearing borrowings,
the Group’s operating cash flows are substantially independent
of changes in market interest rates.

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

Estimates and judgments are continually evaluated and are based
on historical experience and other factors, including expectations of
future events that are believed to be reasonable under the
circumstances.

Critical accounting estimates and assumptions

The Group makes estimates and assumptions concerning the future.
The resulting accounting estimates will, by definition, seldom equal
the related actual results. The estimates and assumptions 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.

The Group is subject to income taxes in numerous jurisdictions.
Significant judgment is required in determining the worldwide provision
for income taxes. There are many transactions and calculations for
which the ultimate tax determination is uncertain during the ordinary
course of business. The Group recognizes liabilities for anticipated
tax audit issues based on estimates of whether additional taxes will
be due. Where the final tax outcome of these matters is different
from the amounts that were initially recorded, such differences will
impact the income tax and deferred tax provisions in the period in
which such determination is made.
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NOTES TO THE FINANCIAL STATEMENTS
—ZEERF+-_RA=+—H

December 31, 2005

TURNOVER, REVENUE AND SEGMENT INFORMATION

The principal business of the Group is retail and distribution of casual
apparel and accessories under Giordano, Giordano Ladies, Giordano
Junior and Bluestar Exchange brands. The Group also carries on
garment trading and manufacturing operation, supporting the Group’s
retail business and supplying products to third parties.

Turnover and revenue recognized during the year are as follows:

-3
Group
(LB B R TREN) (In HK$ millions) 2005 2004
EEH Turnover
TERDIEER Sales revenue from retail and
ZHHEWA distribution operation 4,002 3,739
KKE 5 RBEER Sales revenue from garment
ZHEEWA trading and manufacturing
operation 411 264
4,413 4,003
=R A E Other revenue
B A Interest income 15 8
Ba A Commission income 11 8
e WA Rental income 25 17
FEr A Royalty income 17 17
Hab U A Other income 32 40
100 90
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December 31, 2005

5, & ¥ & - WHERK D FMEPR 5 TURNOVER, REVENUE AND SEGMENT INFORMATION
(&) (continued)
(a) FEFREFX KB ER (a) Primary reporting format - business segments
BXESRK
ZER HEER
DHER Garment
Retail and  trading and B £
distribution manufacturing  Eliminations Group
(WEBBETAEN)  (In HKS milions) 2005 2005 2005 2005
EEH Turnover
HIMEE External sales 4,002 411 -
HEEEE Inter-segment sales - 632 (632)
4,002 1,043 (632) 4,413
2 "‘B%*ﬁ Segment results
L&A Operating profit 460 58 - 518
REER Finance expense (1)
I £ REH DA Share of profit of jointly
& A controlled companies 20
JE A5 — B & A B Share of profit of an associate 11
BR %% A Rl Profit before taxation 548
WA Taxation (117)
BRER 14 i A Profit after taxation 431
DEBRR B Minority interests (25)
JR SR A s R Profit attributable to shareholders 406
EE Assets
NHEE Segment assets 1,918 344 2,262
HEEHA Interest in jointly controlled
B companies 307 316
—BENAER Interest in an associate 30 30
Ao ZEE Unallocated corporate assets 362
BEE Total assets 2,970
=R Liabilities
AHER Segment liabilities 382 133 515
Aol zBE Unallocated corporate liabilities 240
mafk Total liabilities 755
HihE# Other information
BARAZ (WiE14) Capital expenditure (Note 14) 102 18 120
wE (M:Ee6) Depreciation (Note 6) 102 13 115
HETHBRFELESE  Amortization of leasehold land
(f3E6) prepayments (Note 6) 8 - 8

S
kv
3
t =B
EH
an=
m
m

GIORDANO INTERNATIONAL L
R REBERL2E

FEBHENE
Eﬁ%&ﬂ%?ﬂ—fﬁﬁi‘ilﬁﬂﬂ%

of the Group.

IMITED

Inter-segment sales were conducted in the normal course of business
at prices and terms comparable to the other third party customers
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December 31, 2005

5, & ¥ & - WHERK D FMEPR 5 TURNOVER, REVENUE AND SEGMENT INFORMATION
(&) (continued)
(a) FEFREFX KB ER (a) Primary reporting format - business segments
(#&) (continued)
BRREZR
ZER REEK (E751)
DHER Garment (Restated)
Retail and  trading and H B £H
distribution manufacturing  Eliminations Group
(UBEBETREN) (In HK$ millions) 2004 2004 2004 2004
EXE Turnover
HINEE External sales 3,739 264 -
N EEHE Inter-segment sales - 560 (560)
3,739 824 (560) 4,003
AMEE Segment results
LR R Operating profit 437 51 3 491
BHEER Finance expense -
B — S REH AR Share of profit of a jointly
ikl controlled company 23
EiE—HeERmER Share of profit of an associate 10
BR 15 A A Profit before taxation 594
IR Taxation (106)
BrEi &5 R Profit after taxation 418
DEB R B Minority interests (31)
JR SR A s R Profit attributable to shareholders 387
EE Assets
NHEE Segment assets 1,774 324 2,098
—HEEH A F Interest in a jointly controlled
Ex company 287 - 287
—BENRER Interest in an associate 25 - 25
AP ZEE Unallocated corporate assets 307
BEE Total assets 2,717
2 Liabilities
AHERE Segment liabilities 350 124 474
Aoz BB Unallocated corporate liabilities 210
BafR Total liabilities 684
Hih &R Other information
BARX (Fs14) Capital expenditure (Note 14) 128 15 143
E (KE6) Depreciation (Note 6) 90 13 103
METWAMZIESHE  Amortization of leasehold land
(f3¥6) prepayments (Note 6) 8 1 9
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NOTES TO THE FINANCIAL STATEMENTS
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—EERFF+HA=+—H
December 31, 2005

5.

(b)

s ¥2Hm . hWE RS FER 5 TURNOVER, REVENUE AND SEGMENT INFORMATION
(&) (continued)
REFREFERX - wEIBER (b) Secondary reporting format - geographical segments
EXEY HEE
EXR Capital Total
Turnover expenditure assets
(UEEEETRE ) (In HK$ millions) 2005 2005 2005
lEiN Mainland China 1,014 36 982
i Hong Kong 949 23 905
= Taiwan 782 25 286
s Singapore 410 5 107
BN Australia 248 18 65
BA Japan 184 2 68
[ Korea 166 - -
Hit Others 660 1 187
4,413 120 2,600
AR A A Interest in jointly controlled
B companies 316
—BENAER Interest in an associate 30
AP ZEE Unallocated corporate assets 24
BEE Total assets 2,970
EXEY HEE
=L Capital Total
Turnover expenditure assets
(UEEEETRE ) (In HK$ millions) 2004 2004 2004
lEiN Mainland China 958 41 967
i Hong Kong 838 27 781
= Taiwan 707 36 275
s Singapore 395 9 100
BN Australia 213 12 66
BA Japan 189 5 64
[ Korea 134 - -
Hit Others 569 13 134
4,003 143 2,387
—HEEEH D Interest in a jointly controlled
B company 287
—BENAER Interest in an associate 25
AP ZEE Unallocated corporate assets 18
BEE Total assets 2,717

AREALRE D cEXBREN
MELPETESRER  HUL Y &7
MR EE D 28 Mo

GIORDANO INTERNATIONAL LIMITED
R REBERL2E

There is no major disparity in the ratios between turnover and profit

in relation to the above geographical locations, hence no analysis

was presented on profit contributions from the above geographical

locations.
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NOTES TO THE FINANCIAL STATEMENTS
—ETHRFT-A=F—A
December 31, 2005

OPERATING PROFIT

=:

(E3)
(Restated)
3
Group
(BB TRE[) (In HK$ millions) 2005 2004
mE RS MR The operating profit is stated
TH&E: after charging:
HE T HIER Amortization of leasehold land
FRIA 55 prepayments 8 9
ZERT & Auditors’ remuneration 3 3
ME - BER Depreciation of property, plant
HENE and equipment 113 103
WEMERE Depreciation of investment property 2 -
HEME KRR Net loss on disposal of property,
FEFEE plant and equipment 2 5
THREFZ Operating lease rentals in respect
KEREEA of land and buildings
-REEeTH ~ minimum lease payments 530 448
-HAEEER - contingent rent 178 171
RETFTEEHER Provision for obsolete stock and
FEME stock written off 10 11
BT (KT5E8) Staff costs (Note 8) 614 547
WEFA: and after crediting:
T O AR Net income arising from the
P15 < WA S 58 temporary transfer of export
quota entitlements - 5
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NOTES TO THE FINANCIAL STATEMENTS
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December 31, 2005

7. ®M&EEH FINANCE EXPENSE
£H
Group
(LEMEBETAEN) (In HK$ millions) 2005 2004
RITEZA B Interest on bank loans 1 -
8. BE I B & STAFF COSTS
£H
Group
(Wt aaTREN) (In HK$ millions) 2005 2004
HeRkIE Salaries and wages
(BREEHS) (including directors’ emoluments) 578 520
BRe— Pension cost -
REHEKEE defined contribution plans 35 27
ﬁ(i - Pension cost —
FRERFEE defined benefit plans 1 -
614 547

AEER - BEEA
BE-ET(ZFT
ER S

e —

+EL) o

GIORDANO INTERNATIONAL LIMITED

ERREBBERLD

<

AAEEERZERA
PO ) BURVE (
T hHFE+ZH
=+—8 ®EA 1#2(@1%%25&@%%
RERAEERET(ZTTNE

?}_}IH

=

During the year, the unvested benefits utilized by the employers to
reduce the level of contributions was HK$0.02 million (2004: Nil). As
at December 31, 2005, the amounts of the unvested benefits available
to be utilized for the following year was HK$0.05 million (2004:

HK$0.07 million).
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NOTES TO THE FINANCIAL STATEMENTS
—ZEERF+-_RA=+—H

December 31, 2005

9. EEREREEANE 9. DIRECTORS’ AND SENIOR MANAGEMENT’S
M & EMOLUMENTS
(a) EEM 2 (a) Directors’ emoluments
BE_ZZRET_A=1T—-HLEE The remuneration of every director for the year ended December 31,
NEEENMEFEI DT ¢ 2005 is set out below:
ExEfe
%
Employer’s
E 28 contribution 2005 2004
e ) 4 Other to pension CH Bt
EEng Name of Directors Fees Salaries  Bonuses benefits'  schemes Total Total
HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000  HK$ ‘000
e LAU Kwok Kuen, Peter - 2,537 10,188 1,197 19 13,941 15,643
BxE FUNG Wing Cheong, Charles - 1,808 - 78 45 1,031 2,191
5hz MAH Chuck On, Bernard - 2,132 1,050 239 12 3,433 2,644
B AU Man Chu, Mitton* 215 - - - - 275 230
2R Barry John BUTTIFANT® 215 - - - - 275 275
BaE KWONG Ki Chi* 138 - - - - 138 94
R LEE Peng Fei, Allen* 215 - - - - 275 275
963 6,477 11,238 1,514 76 20,268 21,352
Y OBUHTESE * Independent non-executive directors.
f OHMmEERERN  FERWE ¥ Other benefits include insurance premium, housing and tax
JEAL o allowances.
REAFEARN  ZIBBELEREDOWE During the year, Mr. LAU Kwok Kuen, Peter waived part of the
AEBE=ZF8BI - emoluments amounting to HK$3 million.
N GIORDANO INTERNATIONAL LIMITED
ANNUAL REPORT 2005 F i *= n B A5 B A 5 @
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NOTES TO THE FINANCIAL STATEMENTS

—EERFF+HA=+—H
December 31, 2005

9. EEREREEANE 9. DIRECTORS’ AND SENIOR MANAGEMENT’S
B & () EMOLUMENTS (continued)
(a) EEM< (E) (a) Directors’ emoluments (continued)
REAFER MARGIEEZNFzMe The aggregate amounts of emoluments payable to directors of the
BEOT - Company during the year are as follows:
(KB aETREL) (In HK$ millions) 2005 2004
we Fees 1 1
Hib B & - Other emoluments:
EX%He  BEREY - Basic salaries, housing
H At 2 8h allowances, other allowances
R E W and benefits in kind 8 8
fEAT Bonuses 11 12
RBRe R Pension contributions - -
20 21
(b) ENBESFHE (b) Five highest paid individuals
AERBLIfUGRFBREFRBRE =M The five individuals whose emoluments were the highest in the Group
(ZEENF =) EF - EMe 25 for the year include three (2004: three) directors whose emoluments
BERLEXHEE RAFERN - T8 are reflected in the analysis presented above. The emoluments

TR (ZCZZENF M) &RFBE

payable to the remaining two (2004: two) individuals during the year

EemEmT are as follows:
(LEM BB TAEN) (In HK$ millions) 2005 2004
EX%e  FERHY - Basic salaries, housing

Hitn )2 Bh allowances, other allowances

RE YW and benefits in kind 3 3
B4 Bonuses - -
RIRE K Pension contributions - -

3 3

GIORDANO INTERNATIONAL LIMITED
& = B AR 2 F
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December 31, 2005

9. DIRECTORS’ AND SENIOR MANAGEMENT’S

EMOLUMENTS (continued)

(b) Five highest paid individuals (continued)

The emoluments of the remaining highest paid individuals fell within

the following bands:

AB

[N Number of individuals
Emolument bands 2005 2004
ot
HK$
1,500,001 - 2,000,000 2 2
B | 10. TAXATION
HEeBmRxANZTE The charge for taxation in the consolidated profit and loss account
THA: represents:
(E31)
(Restated)
%
Group
(LB BB TRE) (In HK$ millions) 2005 2004
ARRMELR : Company and subsidiaries:
FEHE Income tax
REEMEHE Current income tax
—BEMNER - Hong Kong profits tax 33 31
— B INIR - Overseas taxation 83 62
BAEFEERE (Over)/under provision in
(FI &)/ 2 previous year
—BAENER - Hong Kong profits tax - 1
—BINRIR — Overseas taxation 2 1)
114 93
NBHiE Withholding tax 3 3
ELEHRIE Deferred tax
BREEEERY Relating to the origination and
PTHER#ER reversal of temporary differences - 10
BEXH Taxation charge 117 106

#

GIORDANO INTERNATIONAL LIMITED
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~ 7



[
NOTES TO THE FINANCIAL STATEMENTS

—EERE+TZA=+—H
December 31, 2005

10.

B OE (&)

AEBEZMBAHEARARURERHR X
et 82 BB AR A BB 2 38 R
mE

10. TAXATION (continued)

Reconciliation of Group’s profit before taxation at the tax rate of
Hong Kong to the taxation charge is as follows:

(E51)
(Restated)
£
Group
(LB BB TRE™) (In HK$ millions) 2005 2004
B A5 Al s A Profit before taxation
(TREREERZESH QAR (before share of profit in
—BEREEF) jointly controlled companies
and an associate) 517 491

BREBAED TEHA
(ZZ2TEF Aozt EHR)FHE
HBER R E
ZHE
ARMB 2 X
ABRAZEEREEE
BARBZHBA
EREMRBER
Z BB
METRE
BEFEEBRG

BIE

GIORDANO INTERNATIONAL LIMITED
& = B AR 2 F

Calculated at a taxation rate of
17.5% (2004: 17.5%) 91 86
Effect of different tax rates in

other countries 24

Expenses not deductible for tax purpose 8 7
Deferred tax assets not recognized 3

Income not subject to tax (17) (13)
Utilization of previously unrecognized

tax losses - ©)
Withholding tax 10 17
Over provision in previous year (2) -
Taxation charge 117 106
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NOTES TO THE FINANCIAL STATEMENTS
—ETHRFT-A=F—A

December 31, 2005

10. % | (&) 10. TAXATION (continued)
BEBERAZHES The amount of taxation in the balance sheets represents:
58
Group
(NEEBETREN) (In HK$ millions) 2005 2004
BEAENEH Hong Kong profits tax 13 14
BN IR Overseas taxation 59 44
72 58

KRB REEAWNBRARICHIELEER The provision for taxation of the Company and its Hong Kong
BERFERXEERDIFAEE 2 subsidiaries is calculated by applying the current rate of taxation of
EJr F‘?f E% MaEfZRAREE 2+t A 17.5 percent (2004: 17.5 percent) to the estimated assessable profits

—ETNF B TERT)FE - earned in or derived from Hong Kong during the year.

Hih A BNEE 2B AR 2 FIEHIE Taxation on the profits of other subsidiaries operating overseas is
ERBEANSAEER 2B XM calculated at the rates applicable in the respective jurisdictions.
g .
FEERITHRAENBERABEHRLSE The Group has a dispute with the tax authority in Taiwan with respect
EaBrETHEZHARE - HH to tax treatment on certain of the Group’s sales in Taiwan. The
HRTEHAEEZHBRABEARE dispute is not expected to have any material impact on the financial
= position of the Group.

1. R R B & & 7 11. PROFIT ATTRIBUTABLE TO SHAREHOLDERS
BEELEEZGAEFNABBENES Included in the Group’s consolidated profit of HK$406 million (2004:
ABBL(ZZEZENFE : BB =ZEBNT HK$387 million (restated)), profit attributable to shareholders of the
tEEBERL (D)) ERFARRAZ Company is HK$304 million (2004: HK$691 million (restated)),
Hxﬁﬂﬁ EHABR=ZETNAEET including dividends from subsidiaries of HK$300 million (2004:

TEMF : BEABEAT—BEER HK$708 million) which is dealt with in the Company’s own financial
(E’i‘l)) CHAREREMB AR KA statements.

EABZBL(ZZTNF : BE®LE
ZNEEL)  CEADAZHBERERA
A

. GIORDANO INTERNATION
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NOTES TO THE FINANCIAL STATEMENTS
—EERE+TZA=+—H

December 31, 2005

12. & B 12. DIVIDENDS
(a) XFEFERBEWT : (a) Dividends attributable to the year:
(LEM B TAEN) (In HK$ millions) 2005 2004
EEMRBIRE ZHEHRE Interim dividend declared and
TR BB Y2 AL paid of 4.5 HK cents
(ZZ2ZWF - GRBE M) (2004: 4.0 HK cents) per share 67 58
EEMREIREZFRIF RS Special interim dividend declared
FRBE (L and paid of 2.0 HK cents
(ZETWF  GRAEBE - A1) (2004: 1.5 HK cents) per share 30 22
97 80
REEBERZZARIRE Final dividend proposed after
BRBE R balance sheet date of 5.0 HK cents
(ZEZWF : GREBME R (2004: 4.5 HK cents) per share 75 65
REERBREZEZFIRERE Special final dividend proposed after
FREE AR balance sheet date of 15.0 HK cents
(ZZTWMF - gRAE—A=) (2004: 13.0 HK cents) per share 223 189
298 254
395 334
RZZEEREF-ZA-+—HEAZESE At the board meeting held on March 21, 2006, the directors proposed
TEHL EEREARERBRFEAR final and special final dividends of 5.0 HK cents and 15.0 HK cents
HEREDHAERABRILIEEE —A per share respectively. These proposed dividends have not been
il - WEBEKERECEHE S AL ERE recognized as a liability at the balance sheet date.
REBE-

GIORDANO INTERNATIONAL LIMITED o
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B’ B (&)

b) BRE-—FE YRETFRAEBR

13.

12.

(b)

Bt B O *x M =

NOTES TO THE FINANCIAL STATEMENTS
—ZEERF+-_RA=+—H

December 31, 2005

DIVIDENDS (continued)

Dividends attributable to the previous year, approved

THHBRE and paid during the year:
(KEKaETREN) (In HK$ millions) 2005 2004
EHARBRE-_ZSTNFRARE 2004 final dividend approved and

FRAEE MR paid of 4.5 HK cents

(ZZEZ=F : FRAEmE AN (2003: 4.5 HK cents) per share 67 65
ERARERE-ZZNFERHIRARE 2004 special final dividend approved

BREE—A=1 and paid of 13.0 HK cents

(ZEZ=F : FRAE—AZW) (2003: 12.0 HK cents) per share 193 173

260 238

BEREA

BREALEERN IR AFEERRE
HEAEMERNET ABET(ZTT
mE: BRE=FATLtEET(E)))s

st
= o
Ea

BRERBMNIEAFEASHTRN
ZMEFIRFETEELT AN+ £
BTEATARCZEZNS  tOENT
tA-TN\BOETLEZT AR ME -

BEREBENIETHNELT LA T
TtEZRTAR(ZZZNE : +HE
Tt +TN\EBONTLEZTAK) @ &
AERBTHETHRO 2 MEFHBRE - 1
EBRBEREARABRETER L 2
BATEBRELETEMETZRMN
ZMEFHRBAB=tHENLTILA
Ht+tAR(ZETEWOFE: —T+A
“t—B-TFT=ZAERTAR)FGFE-

ANNUAL REPORT 2005 F #H

13.

EARNINGS PER SHARE

The calculations of basic and diluted earnings per share are based
on the consolidated profit attributable to shareholders for the year of
HK$406 million (2004: HK$387 million (restated)).

The basic earnings per share is based on the weighted average of
1,477,470,066 shares (2004: 1,447,184,708 shares) in issue during
the year.

The diluted earnings per share is based on 1,477,470,066 shares
(2004: 1,447,184,708 shares) which is the weighted average number
of shares in issue during the year plus the weighted average of
5,349,946 shares (2004: 17,211,366 shares) deemed to be issued if
all outstanding share options granted under the share option schemes
of the Company had been exercised.

GIORDANO INTERNATIONAL LIMITED
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December 31, 2005

14. ) ¥ - BB RR®B 14. PROPERTY, PLANT AND EQUIPMENT
& Group
HEME
®E - BAR
WAERE
Leasehold
KARIE improvements,
ZIHREF furniture &  {E
Freehold land BF  HE office  Motor &3
(WEEBETREN) (In HK$ millions) & building  Buildings Plant  equipment vehicles  Total
ﬁﬂiﬁ Cost
ZZTRE-F-A(EJ) At January 1, 2005 (restated) 38 125 75 619 19 876
Tﬁ A Translation difference 1) - - (10) - (1)
ENNEERANE Reclassified to investment property - (101) - - - (101)
nE Additions - - 1 108 1 120
HE Disposals - - (3) (37) (1) (41)
RZZZRFE+ZA=F+—H At December 31, 2005 37 24 83 680 19 843
2ENE Accumulated depreciation
RZZEAF-F—A(EJ) At January 1, 2005 (restated) 6 10 62 439 13 530
MEZETE Translation difference - - - ! - ]
ENNEERANE Reclassified to investment property - (11) - - - (11)
FEEHE Charge for the year - 1 5 105 2 113
HE Disposals - - (2) (35) (1) (38)
ZEZRE+FZA=FT—H At December 31, 2005 6 - 65 502 14 587
RZZZEF+-F=1+—-H  Netbook value at
ZEEFE December 31, 2005 31 24 18 178 5 256

GIORDANO INTERNATIONAL LIMITED

R REBERL2E
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—ZTHRF+-A=+—H
December 31, 2005

— ==

¥ BBERSERE 14. PROPERTY, PLANT AND EQUIPMENT
(&) (continued)
=3 Group
HENE
%5 BAR
WAZRE
Leasehold
KA%R (7)) improvements, (&7
ZIHREF  (Restated) furniture & &  (Restated)
Freehold land BE  #E office  Motor i
(WEEBETAEN) (In HK$ millions) & building  Buildings Plant  equipment vehicles  Total
BAE Cost
RZEEWF-A—H(E5) At January 1, 2004 (restated) 36 124 66 548 18 792
BEZS Translation difference 2 - - 11 - 13
HE Disposals - - - (70) @ (72)
W-ZEME+-A=+—H At December 31, 2004
(E31) (restated) 38 125 75 619 19 876
ZENE Accumulated depreciation
RZEZEWF-A—H(E5) At January 1, 2004 (restated) 6 7 57 401 13 484
BhEzES Translation difference - - - 8 - 8
TEENE Charge for the year - 5 93 2 103
HE Disposals - - - (63) @ (65)
R-ZEME+-A=+—H At December 31, 2004
(E31) (restated) 6 10 62 439 13 530
R-ZZZFME+=A=+-H8  Net book value at
ZEEFE () December 31, 2004 (restated) 32 115 13 180 6 346

GIORDANO INTERNATIONAL LIMITED
& = B AER 2 F
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—EERFF+HA=+—H
December 31, 2005

14. 9 ¥ - B R R MHE (B) 14. PROPERTY, PLANT AND EQUIPMENT (continued)
& Group
@ MNZTEZERFRN_ZTZNFE+_-A (a) At December 31 of 2005 and 2004, no property, plant and
—t+—B UTEREWE KHEX equipment was held under finance lease.
B
) XAERZIHEEFUREE - (b) The freehold land and building is situated in Taiwan.
) BFEEFEIMNWOT : () The analysis of the net book value of buildings is as follows:
(E7) (83
(Restated) (Restated)
£H VNG|
Group Company
(NEEBZETREN) (In HK$ millions) 2005 2004 2005 2004
EEERE In Hong Kong, held on
-t+F= — leases of between
A+ FEY 10 and 50 years 19 20 10 10
EEBUIINGEE Outside Hong Kong, held on
-+&% - leases of between
ATEMED 10 and 50 years 2 92 - -
- ZRAETEBEY - leases of over 50 years 3 3 - -
5 95 - -
KR+=—A=+—H At December 31 24 115 10 10

GIORDANO INTERNATIONAL LIMITED
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December 31, 2005

14. PROPERTY, PLANT AND EQUIPMENT (continued)

AT Company
BENE
£ KRER
BARRE
Leasehold
improvements,
furniture &
gF office &t
(BB ETAEN) (In HK$ millions) Buildings equipment Total
KB Cost
RZZTRF-A-B(EI) R At January 1, 2005 (restated)
“ZTHRF+ZA=+—H and December 31, 2005 1 3 14
2RNE Accumulated depreciation
RZZEZRE-A-R(EIK At January 1, 2005 (restated)
“EERF+-A=+—H and December 31, 2005 1 3 4
R-EERFE+-A=t—H Net book value at
ZIREARE December 31, 2005 10 - 10
HENE
£ BAR
RARRE
Leasehold
(£7]) improvements, (275
(Restated) furniture &  (Restated)
EF office &5t
(WBEHETREN) (In HK$ millions) Buildings equipment Total
BAE Cost
RZZETWNE-A—-BR At January 1, 2004 and
—EEMET A=A December 31, 2004
(E731) (restated) 11 3 14
RENE Accumulated depreciation
RZZETNF—F—H(E7) At January 1, 2004 (restated) 1 2 3
AFEEHE Charge for the year - 1 1
RZEZME+-_A=+—H At December 31, 2004
(E51) (restated) 1 3 4
R-EEME+-A=+—H Net book value at
ZIRARE December 31, 2004
(E31) (restated) 10 - 10

ANNUAL REPORT 2005 F #H
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15.

®REMHE

REER  AKEFE-MERERHAK
BRFMAEE2MERELEIHRAD
ERE ZNEREBTEHROEERE
ME - ZYEZHEEL B O HEME
thsBERBEELHERBESEN
A e

15.

INVESTMENT PROPERTY

During the year, the Group has a property which is held for long-
term rental yields and not wholly occupied by the Group for use in
the production or office purposes. Such property is reclassified from
buildings to investment property. The property’s leasehold land portion
is classified under leasehold land and rental prepayments under
note 19.

£
Group

(KB aETREL) (In HK$ millions) 2005 2004
BAE Cost
R—H—H At January 1 - -
NERYWEL Reclassified from owner-occupied

ENDE property 101 -
Rt+ZA=+—H At December 31 101 -
2EINE Accumulated depreciation
n—HA—H At January 1 - -
tERYEL Reclassified from owner-occupied

EHMDHE property 11 -
KEEFE Charge for the year 2 -
KR+ZA=+—H At December 31 13 -
RTZA=+—-HBZ2REFE Net book value at December 31 88 -

ZREVEN_ZFZERAF+_A=1—
AZAFERMBAEERERIEENE
BRABMEE -HEDNRELHBEED
BEEmERR RERREDEZLF
AHABRRCEEEMELMGEE - B
“TTRFE+A=1+—H ZWE®E
BRHELHWREFED) CBRAFERE
H-EOTEL(CTTOF: B R
=ThEER) -ERERFEEBEZR
EMEZHRABENBET -

GIORDANO INTERNATIONAL LIMITED
& = B AR 2 F

The fair value of the investment property at December 31, 2005 was
assessed by independent professional qualified valuer, Greater China
Appraisal Limited. Valuation was based on current market value of
the land and on estimate of the replacement cost of building adjusted
for age, condition and functional obsolescence. The total fair value
of the property, including leasehold land and the building portion,
was HK$140 million as at December 31, 2005 (2004: HK$139 million).
In the profit and loss account, rental income relating to investment
property of HK$8 million was included.

ANNUAL REPORT 2005 & #
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NOTES TO THE FINANCIAL STATEMENTS

INVESTMENT PROPERTY (continued)

THF+-A=1—8
December 31, 2005

The net book value of the investment property is analyzed as follows:

£8
Group
(Wt aaTREN) (In HK$ millions) 2005 2004
EEBEUIINGE TF Outside Hong Kong, held on lease
ER+FHEY of between 10 and 50 years 88 -
Mt B A 7 & & 16. INTEREST IN SUBSIDIARIES
YN
Company
(LR TAEN) (In HK$ millions) 2005 2004
FEEMKE (KAE) Unlisted investment (at cost) 898 898
AL I NEIE S Amounts due from subsidiaries 980 1,020
JE < FY /B8 22 ] 3R IE Amounts due to subsidiaries - (100)

E’\_yqﬁi&_jyﬂii’“@kﬁ B

W/ (R M8 A
W&ﬁlt*ﬁﬂ °

REARRE

&K

TEWNBRAZHBHNE—BF— T8
E-H—tTZEZUBRERME32

ANNUAL REPORT 2005 F #H

As at the balance sheet date of 2005 and 2004, amounts due from/

(to) subsidiaries are non-interest bearing, unsecured and repayable

on demand.

Details of principal subsidiaries are set out in note 32 to the financial

statements on pages 110 to 113.

GIORDANO INTERNATIONAL LIMITED
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17. £ @ &£ % 2 7 & =& 17. INTEREST IN JOINTLY CONTROLLED COMPANIES
REAFER AEERERMELRE During the year, the Group made investment in two jointly controlled
%‘J AEARBEP-—HBEEATE %ﬁ ol companies and reclassified one of its associates as a jointly controlled

HEZH AR - RBEFE 2D HE company. In prior years, the investment classified as an associate
7% ERNR B NS LR E o B was accounted for under the equity method. In the current year, the
FA - AEELKERE  RABA Group considered that it is more appropriate to classify this
:%%ﬁifﬂ —BR# Iﬁ&ﬁfé%ﬁ investment as a jointly controlled company commencing from
DEAHAREHRAARARE - HEMMU January 1, 2005 and to recognize its results using the equity method.
s /%'EEM HEHE - HHE Eﬁz;ﬂ?‘i & This change in classification has no effect on the Group’s results.
CEBIESE R_TTWNF+=A The interest in the associate of HK$287 million at December 31,
ST —H ZBERAAERAER_E 2004 has been restated as interest in jointly controlled companies
NTFLEETBELEINERES AR and the share of profit of an associate of HK$23 million for the year
Balm MBEE-_ZTZTWNF+A ended December 31, 2004 has been restated as share of profit of
ST—HEFEZEGEE AR R jointly controlled companies.
BT = E%ﬁﬁﬂ%ﬁ‘]ﬁé%fﬁ,\lﬂ

25 A EE Rl A e
RZZETRF+=ZA=1+—8 F~&H At December 31, 2005, the Group held shares in the following jointly
BFANTHEES QARG controlled companies:
RUREE MY
HERFLAEE Place of FERBEALER BETREZBAEZRA
Name of jointly incorporation Percentage of Issued and fully paid TEER
controlled company and operation equity holding share capital Principal activities
2005 2004
Giordano Corporation ABRE 49.5 49.7 —BEZATZBATR BETERE
Limited Republic of Korea SREERTEEEZ REEHAm
LBk Retailing of apparel and

1,009,360 common stock of accessories
WONS5,000 each

Higrowth Ventures RBREZHE 49.0 - M+ ik ARE R R REEK
Limited British Virgin Islands B+ —RBES Investment holding

BREEE - ETZ2ERR
49 Class A and 51 Class B
ordinary shares of US$1 each

EREEBRRA B 49.0 - —tER BEBRENHES
Cheong Yiu Hong Kong SREESE—T Trading of packaging
Enterprises Limited ZEBR products

200,000 ordinary shares of

HK$1 each

GIORDANO INTERNATIONAL LIMITED
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December 31, 2005

17. £ B £ & 2 7 & & 17. INTEREST IN JOINTLY CONTROLLED COMPANIES
(&) (continued)
UTEAEEMEZERRAEGAAZ The following amounts, representing the Group’s share of the assets,
EE -BEREE VYCOBREEEHE liabilities and results of jointly controlled companies, were included
EABEREERABERN in the Group’s balance sheet and consolidated profit and loss
account:
(E51)
(Restated)
%
Group
(LEMEETREN) (In HK$ millions) 2005 2004
RBEE Current assets 251 193
nBEE Current liabilities (67) (24)
FEREEE Non-current assets 137 120
ERBEE Non-current liabilities (5) ©2)
P EEFE Share of net assets 316 287
WA Income 564 444
EM Expense (537) 417)
B 35 A g A Profit before taxation 27 27
IR Taxation ] @)
e BR B 18 0% F Share of profit after taxation 20 23
R0 FEAR RS 2 A Proportionate interest in jointly
KEME 2 & controlled companies’
operating lease commitments 22 24
FEEMBELARAES AR 2 EEL There are no contingent liabilities relating to the Group’s interest in
BESREMRAGE  mMEZELRE the jointly controlled companies, and no contingent liabilities of the
HARAGNETFEIRERE - companies itself.

. GIORDANO INTERNATIONAL LIMITED
ANNUAL REPORT 2005 & % £ vk B A R 2 7 @
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December 31, 2005

18. Bt & 4 A\ & # 18. INTEREST IN AN ASSOCIATE
R-_ZEEZRAF+_-_FB=+—H K& At December 31, 2005, the Group held shares in the following
BRENTEREA ARG : associate:
BN R i B
Place of BERGEILE BRTRZHARRKAE
3N incorporation Percentage of Issued and fully paid TEEH
Name of associate and operation equity holding share capital Principal activities
2005 2004
Giordano Fashions (EA(= 20.0 200 =TKREKREE RETERE
LLC. HABRE —Fh MR AEE REHAm
United Arab HREMNEZE R Retailing of apparel and
Emirates 3,000 shares of AED1,000 accessories
each
AEBBAZIELMBHE R EEZOT ¢ The Group’s interest in its unlisted associate was as follows:
(E751)
(Restated)
%
Group
(NEEBETREN) (In HK$ millions) 2005 2004
BE Assets 39 34
BfE Liabilities (9) )
G EEFE Share of net assets 30 25
WA Income 66 58
Bx 5t A i A Profit before taxation 11 10
Fi1a Taxation - -
JE A BR 31 18 0% 7 Share of profit after taxation 11 10
GIORDANO INTERNATIONAL LIMITED ANNUAL REPORT 2005 & %
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December 31, 2005

19. LEASEHOLD LAND AND RENTAL PREPAYMENTS

& Group
HELH kA
BARE Af
Leasehold RE
land Rental &it
prepayments prepayments Total
(WAKBETREN) (In HK$ millions) 2005 2005 2005 2004
m—RA—-BZ Net book value at
REFE (EN) January 1 (restated) 263 79 342 355
BEED Translation difference - 2 2 1
iek=5 Disposal (5) - (5) -
TEE#H Amortization for the year ©) (5) (13) (14)
“t-A=+—-82 Net book value at
REFE (EN) December 31 (restated) 250 76 326 342
B Current portion 8) (5) (13) (13)
RHHH Long-term portion 242 7 313 329
| Company

ARAZBELMEMREIFNT

Leasehold land prepayments of the Company is analyzed as follows:

(LB BB TRE™) (In HK$ millions) 2005 2004
R—B—BZ2 Net book value at

EEFE(E5) January 1 (restated) 176 181
REZHIE Amortization for the year (5) (5)
R+-—A=+—-Hz Net book value at

FEFE(EY) December 31 (restated) 171 176
RHEE S Current portion (5) (5)
KRB D Long-term portion 166 171

ANNUAL REPORT 2005 %

#
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19.

20.

HE+LHw REEEANXR
(%)

HETHWRARBANKEEENNELER
EXH  -ZERAERRINBGHEESH
By EREFEINMAT

19. LEASEHOLD LAND AND RENTAL PREPAYMENTS

(continued)

Leasehold land prepayments represent prepaid operating lease

payments. The costs are amortized over the leasehold period and

their net book values are analyzed as follows:

-3 NG
Group Company
(NEEBZETREN) (In HK$ millions) 2005 2004 2005 2004
ERBUNEE In Hong Kong, held on
-—t+F= - leases of between
A +F8EK 10 to 50 years 180 185 171 176
ERBUINEE Outside Hog Kong, held on
-+FZ - leases of between
H+FAY 10 to 50 vyears 44 51 - -
- ZRATFHEY - leases of over 50 years 26 27 - -
250 263 171 176
7 & 20. INVENTORIES
-3
Group
(¥ B TAEN) (In HK$ millions) 2005 2004
JR & Raw materials 50 51
ERE M Work in progress 39 31
K Finished goods 280 249
369 331

FEECHERABATCEREHEENK
A AEE - +—EB+tTET(ZZTTN
FBABETABATNAEBET) °

GIORDANO INTERNATIONAL LIMITED
& = B AR 2 F

The cost of inventories were recognized as expense and included in
cost of goods sold amounted to HK$2,170 million (2004: HK$1,968

million).
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December 31, 2005

21 E W R X R H 2 FE K XX 21. TRADE AND OTHER RECEIVABLES
(Z70)
(Restated)
-3 NG|
Group Company

(NEEBZTREN) (In HK$ millions) 2005 2004 2005 2004
JEE s AR 3% Trade receivables 273 223 - -
o mERE Less: Provision for impairment (10) (10) - -
JEW AR S E Trade receivables - net 263 213 - -
HAEU R - 5T Other receivables, deposits

SSEENE- R and prepayments 144 147 3 1

407 360 3 1
KRELREARESEN  RNEEEER Other than cash and credit card sales, the Group normally allows an
BATHTHESERPFEH A ATHEES average credit period of 60 days to its trade customers.
i -
NTHBERERERRDT The ageing analysis of trade receivables is as follows:
%
Group

(BB BB TRER) (In HK$ millions) 2005 2004
TZ=+H 0 - 30 days 202 147
=t—Zx+H 31 - 60 days 36 50
AT—ZEATH 61 - 90 days 14 10
#h+H Over 90 days 11 6
A&t Total 263 213
EWERF 2 EAEOANRTFENE - B The carrying amount of trade receivables are stated approximately
SEZEEIHN RS Eﬁl BHZ at fair value. There is no concentration of credit risk with respect to
EWRERTEEFE2EERR - trade receivables as the Group has a large number of internationally

dispersed customers.

. GIORDANO INTERNATIONAL
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22.

(a)

(b)

(c)

(d)

B A 22, SHARE CAPITAL
(KBS BETTAEN) (In HK$ millions) 2005 2004
EE Authorized:
—+EBREk 2,000,000,000 ordinary shares of
HEEERILZEBR HK$0.05 each 100 100
ERTREZEHERE Issued and fully paid:
THENANTFAEATZEZRE 1,489,630,518 ordinary shares
—TN\R(ZZEZNF : +OE (2004: 1,450,591,518 ordinary
ATEATAE-—FTRAE—T/AR shares) of HK$0.05 each
GHREEBE R 2 EBR 74 73

RAFEEAR BERETRAZEHER

Details of the movement in the issued share capital during the year

mE are set out below:
RBEE
Number of shares
2005 2004
SRAEAERAILZEAR Ordinary shares of HK$0.05 each
wn—A—H At January 1 1,450,591,518 1,442,198,518
BOIRM Issue of shares 39,039,000 8,393,000
N+ _A=+—H At December 31 1,489,630,518 1,450,591,518
BITRM (a) Issue of shares

BRADBZBRESE  REAFER -
ARBEBRESEATEBBENT
ZENMBETTEREEEE R
EBRERRODA=ZTLET=ZBL Tk -

ARARAEENET 2 A ETE
L%ﬁK AEBEAZRAEESE
CEFICES TR

8 B
HTEE P ESEING] 133
FEMZEDHRERRE-T-tRE
BEREP-E

18 B 49

ARBARAFEALEREEMER
T/\O

~ARRHAAFBENRE
R-FFEE+-A=+—B A
R AREAAA-BATEREE
BERG (CFTENE : —BAHER)

o

GIORDANO INTERNATIONAL LIMITED
R REBERL2E

(b)

(c)

(d)

Pursuant to the share option schemes of the Company, the Company
issued 39,039,000 new ordinary shares of HK$0.05 each in the
capital of the Company to option-holders who exercised their rights
attached to share options during the year.

All the new ordinary shares issued by the Company in the year
ranked pari passu with the then existing shares of the Company in
all respects.

Share option information

A summary of the share option schemes and details of the movement
in share options of the Company during the year are set out on
pages 114 to 119.

Repurchase of shares

During the year, the Company did not repurchase any of its shares.

Shares held by a jointly controlled company

At December 31, 2005, 1,800,000 ordinary shares (2004: 1,800,000
shares) were held by a jointly controlled company.

ANNUAL REPORT 2005 & #
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NOTES TO THE FINANCIAL STATEMENTS
—ZEERF+-_RA=+—H

December 31, 2005

23. RESERVES

The reserves of the Group and the Company as at December 31,

2005 are analyzed as follows:

(Z51) (2
(Restated) (Restated)
3 NG|
Group Company

(BB BETREN) (In HK$ millions) 2005 2004 2005 2004
BAER Contributed surplus 383 383 540 540
BB O [ Capital redemption reserve 3 3 3 3
B 0% B Share premium 602 489 602 489
BRERE Share options reserve 10 7 10 7
BE 5 R Exchange reserve (30) (32) - -
H A Other reserves 119 118 - -
B A Retained profits 663 659 478 575
1,750 1,627 1,633 1,614

BOR AR R R Rl R ER R S Proposed final and special final
(BEE12(a)) dividends (Note 12(a)) 298 254 298 254
miEeE Total reserves 2,048 1,881 1,931 1,868

HitEHEzFBmT

@ WRETBAEABEZENRPHE
R REREZMHE AR ZEE M
BELIANAREFER (WH)
ERAEMZEHNBARZEAR
B o

(b) RIFERE WL EBR LG k7 E
BMERR > RBREZHARENLQ
AZiERBEEREMFHERRR
DRERHEARERIBEER
A AR R & Bk 8K %

() REMUABABRBAXIAE
Bl - WupBeEREZBE QA
CEEFBES BREAZIAT
oh - REEDECZA ©

ANNUAL REPORT 2005 F #H

Details of other reserves are as follows:

(@)

According to the relevant laws and financial regulations, the
statutory reserve funds of the subsidiaries in Mainland China
may be used to make up prior years’ losses, if any, and to
increase the capital of the subsidiaries.

In accordance with the Korean Tax Incentive Limitation Law
and Korean Commercial Code, the statutory reserve fund and
other reserves of the jointly controlled company in the Republic
of Korea may only be used to offset a future deficit or be
transferred to capital stock, but not for cash dividends.

According to the United Arab Emirates Commercial Companies
Law, the statutory reserve fund of the associate in United Arab
Emirates is not available for distribution except as provided in
the Federal Law.

GIORDANO INTERNATIONAL LIMITED
& = B AER 2 F
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24, E L& B | 24. DEFERRED TAXATION
BT IE fo’ AEaBEiEgREHEERE Deferred taxation is calculated in full on temporary differences under
ABREFEHZ T LR R (ZETHF - the liability method using a principal taxation rate of 17.5%
Eﬁert%EﬁH’Fi%ﬁzﬁéﬁ ° (2004: 17.5%).
FEERFANEEHBEERAEZ The movement in the Group’s deferred tax assets and liabilities
2 (ER bR 2 &EREEA) (prior to offsetting of balances within the same taxation jurisdiction)
m during the year is as follows:
EEBIE(EE)/IEE Deferred tax (assets)/liabilities
mE  kAEZ
RENE REEA
Accelerated Unremitted At A
(UEKBETAEN) (In HK$ millions) tax depreciation profits  Others Total
ZEEhE-A-H At January 1, 2005 4 73 ® ™
%ﬂﬁﬁ%ﬂiﬂ Charged/(credited) to
3%/ (GGEA) profit and loss account @ 7 @ -
RERTEA Credited to equity - - ()
BREMNAHEL Reversal of temporary difference
REHESR on withholding tax - 2 - M
RZBERFT-A=1-H At December 31, 2005 - 78 (100 68
ZEENE-A-H At January 1, 2004 5 61 (4 62
%ﬂﬁﬁ%ﬂiﬂ Charged/(credited) to
3%/ (GGEA) profit and loss account (1) 14 3 10
RERHRY Charged to equity - - 1 1
BREMAHEL Reversal of temporary difference
REHESR on withholding tax - ) - P
ZEEMET-_A=1-H At December 31, 2004 4 73 6 71

GIORDANO INTERNATIONAL LIMITED

= W B 5 B A ANNUAL REPORT 2005 & #
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FARBERFHFANECHREARS R
MERT—MEBELRZKRBHINE R i
Wamal 22z HAE -

AEBEABRECEHBEEART
OTFET(ZZEMF: BE=FTN\EE
T)EZRATE - LERBRELHIE
EEEPER _TtEHEEL(Z2Z2X
FOABE_THBEEL) AR _ZTLF
+tZA=Z+-"HEBMERFARER - %
TZHPEERERNE LR 2 &R
TiE sl B o

EATREFFAT  EEEAMEHRIR
F—MHHE EEHAEENREL
MEAETHEEE -  TIHEBERHEFA
BERHR REEABXRANE -

Bt B O *x M =

NOTES TO THE FINANCIAL STATEMENTS
—ZEERF+-_RA=+—H

December 31, 2005

24. DEFERRED TAXATION (continued)

The deferred taxation credited to equity during the year comprised
the tax on the unrealized exchange gain of a long-term loan to a
subsidiary company.

The Group has unrecognized deferred tax assets of HK$40 million
(2004: HK$38 million) arising mainly from tax losses. These
unrecognized deferred tax assets to the extent of HK$27 million
(2004: HK$25 million) will expire within 2 to 5 years from December
31, 2005. The remaining portion is mainly related to the losses of
subsidiaries in Germany, such tax losses has no expiry date.

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 the deferred income taxes relate to the same
fiscal authority. The following amounts, determined after appropriate
offsetting, are shown in the balance sheet.

£
Group
(KBS BT AEN) (In HK$ millions) 2005 2004
BREREBEEE Deferred tax assets (24) (18)
EEREEE Deferred tax liabilities 92 89
68 71

ANNUAL REPORT 2005 F #H
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25 E R R H fb EE 4 X 25. TRADE AND OTHER PAYABLES
58 AF
Group Company

(BB BB TAEN) (In HK$ millions) 2005 2004 2005 2004
JE - BR 3% Trade payables 246 230 - -
Hih Rk Other payables and

ENER accrued expenses 269 244 2 2

515 474 2 2
NTAEMERZERDT The ageing analysis of trade payables is as follows:
-3
Group

(BB BB TAEN) (In HK$ millions) 2005 2004
= 0 - 30 days 192 190
=t—ZxtH 31 - 60 days 40 24
ANT—ENTH 61 - 90 days 8
japianl= Over 90 days 6
&t Total 246 230

26.

27.

FRE B E

FEBZFRDEEERDEENR R
HERE AEER_ZTTRAFR
—TTEENEZERDEE DN
REBLTRE _THLBEELTREE
NERTF-—BET(EY) - RAFAR
—ETRFR_TEMFE I FRYDEE
NAREENE=ZT-—BELTENE
ANT—BET(EN) -

REENKRRY AFE

AEBER=Z
BEMBRRBHEEIABE -_+=
ZLAREARABE - T-B_-_T_-HE
T ARRIR_ETREZHEEMG
MBEEABE _TETHREET M
“ETEMFUABETNENT—BE
e

THhER-_ZTNF 24

—

=
iy

GIORDANO INTERNATIONAL LIMITED
& = B AR 2 F

26.

27.

NET CURRENT ASSETS

The Group’s net current assets, defined as current assets less current
liabilities, amounted to HK$1,029 million and HK$861 million (restated)
in 2005 and 2004 respectively. The Company’s net current assets
was HK$931 and HK$862 million (restated) in 2005 and 2004
respectively.

TOTAL ASSETS LESS CURRENT LIABILITIES

The Group’s total assets less current liabilities amounted to HK$2,307
million and HK$2,122 million in 2005 and 2004 respectively. The
Company'’s total assets less current liabilities was HK$2,005 million
in 2005 compared with HK$1,941 million in 2004.
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NOTES TO THE FINANCIAL STATEMENTS
—ZEERF+-_RA=+—H

December 31, 2005

ANALYSIS OF BALANCES OF CASH AND CASH
EQUIVALENTS

%
Group

(NEEBZETREN) (In HK$ millions) 2005 2004

fﬁ’i\&‘fﬁﬁ Z*T Cash and bank balances 903 752
o FR = D R Deduct: Bank deposits with
2 38 ﬁm,ﬁﬁ 75 maturity over three

months from date of

deposits (3) )

900 749

RITEFRBEL Bank loans and overdrafts (76) (63)

FHeMRCFELET Net cash and cash equivalents 824 686

AEBNELZRERRTHEFRRESE
BE_BATELT(ZZ220F : &K

“BEFNEET) 2 AREESRES
W7 o

Included in the cash and bank balances of the Group are cash and
bank balances totaling HK$290 million (2004: HK$258 million)
denominated in Renminbi.

&k 29. COMMITMENTS
REHE 2 &IE Commitments under operating leases
(i) —EERF+TZA=T—H " ' K () At December 31, 2005, the Group and the Company had future
% H l RERARTEEH MO aggregate minimum lease charges payable under non-
E-IHEREEZTATRREBE cancelable operating leases in respect of retail shops, office
JREMENSEERNEEEZRN premises, factories and warehouses as set out below:
T
-3 NG
Group Company
(NEEBZETRENM) (In HK$ millions) 2005 2004 2005 2004
—FR Within one year 507 470 4 1
—FRHREAFA After one year but
within five years 613 573 5 -
EFNE Over five years 43 20 - -
1,163 1,063 9 1

ARREANESATAEAAR Bs

B BERARE . EFAm 2 LR
SR NBESERENS ANBEE
HE2AE (UEEEAR) - ERAR
PERERERSHE -

ANNUAL REPORT 2005 F #H

The leases have varying terms, escalation clauses and renewal rights.
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.

GIORDANO INTERNATIONAL LIMITED
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29. & ¥E (&)

ReEAE 2 A&E (F)

iy RZEERFF+-_A=1+—H"
SERAAFRSEEH D
RIBsAARREHE &L
ENREEKBEERANT :

Bl B+

29.

COMMITMENTS (continued)

Commitments under operating leases (continued)

(i) At December 31, 2005, the Group and the Company had future
aggregate minimum lease income receivable under non-
cancelable operating leases in respect of retail shops, office
premises and factories as set out below:

% NG|
Group Company
(LB FETAEN) (In HK$ millions) 2005 2004 2005 2004
—FRx Within one year 25 20 17 14
—FREAFA After one year but
within five years 26 40 10 24
51 60 27 38
30. X R & & 30. CONTINGENT LIABILITIES

NRZEERFE+-_A=+—8 K&E
RADRAAEUTETEBDEETHEREA

At December 31, 2005, the Group and the Company had contingent
liabilities not included in the financial statements in respect of the

ZHREIE following:
-3 |
Group Company
(NEEBZETREN) (In HK$ millions) 2005 2004 2005 2004
REMERKEEZES Bank guarantees in lieu of
ZRITHER rental and utility deposits 9 9 - -
AR —2EMBARHEE Bank guarantee in respect of
ZHERS ZRITER rental deposit of a tenant of
a wholly-owned subsidiary - - 4 5
9 9 4 5

GIORDANO INTERNATIONAL LIMITED
& = B AR 2 F
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31.
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NOTES TO THE FINANCIAL STATEMENTS
—ZEERF+-_RA=+—H
December 31, 2005

MATERIAL RELATED PARTIES TRANSACTIONS
During the year, certain subsidiaries traded with jointly controlled

companies and an associate in the ordinary and usual course of
business and on normal commercial terms. Details relating to these

EBZEXHFHMMT - transactions are as follows:
£
Group
(NEEBZETREN) (In HK$ millions) 2005 2004
HER Sales to:
HEES A a jointly controlled company 169 148
B & A A an associate 148 115
317 263
BER: Purchases from:
HEES A jointly controlled companies 105 -
R+ A=+—HEWER QA58 Amounts due from these related parties at December 31 were:
%
Group
(NEEBZTREN) (In HK$ millions) 2005 2004
LR QA Jointly controlled companies 17 6
/N An associate 10 11

R-_ZEEAF+T-_A=1t—H LR
BHAZEH AR R -BEQESHED
[ BR 7E 8 M B BROR L A B SR
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At December 31, 2005, the above amounts due from jointly controlled
companies and an associate were reflected in trade and other
receivables.

GIORDANO INTERNATIONAL LIMITED
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2. T EME D F 32. PRINCIPAL SUBSIDIARIES

KRRV _EERF+-_A=+—AHZ The following is a list of the principal subsidiaries of the Company as
TEMBLARAMT at December 31, 2005:
FERGZ BEETRZEAR
EREAE N E N
gt Effective Issued and fully paid TEERIREHE
HEARER Place of percentage of share capital Principal activities/
Name of subsidiary incorporation equity holding or registered capital place of operation
2005 2004
BENBERAR B 100 100 “HER BETERE
Bluestar Exchange Hong Kong SREEEE - RERBm/ERE
Limited * =Rl Retailing of apparel
3,000,000 ordinary and accessories/
shares of HK$1 each Hong Kong
BEBHESERAF BE 100 100 ~ATRER RERERERBRZ
Bluestar Exchange Hong Kong SREEEE - TERBE/IRE
Worldwide Limited* =Rl Retail and wholesale
650,000 ordinary of apparel and
shares of HK$1 each accessories/Taiwan
East Jean Limited* B 100 100 TER BETERE
Hong Kong BREEELE T NEHAmIEE
=Rl Retailing of apparel
100,000 ordinary and accessories/
shares of HK$10 each Taiwan
BREFEFHERYE R 100 - BAE+ET B 52
BRAA Macau MOP100,000 Trading/Macau
G & B Sourcing Macao
Commercial Offshore
Limited*
Giordano (Australia) BN 79 79 tTER BETERE
Pty. Limited* Australia BREE-AT REHA RN
=Rl Retailing of apparel

GIORDANO INTERNATIONAL LIMITED
& = AR D

=

700,000 ordinary
shares of AUD1 each

ANNUAL

and accessories/
Australia
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December 31, 2005

2. T EWE A (&) 32. PRINCIPAL SUBSIDIARIES (continued)
FERGZ CRTR2BAR
ECERE: BRASZEME X
BRIt B Effective Issued and fully paid ITEER/REHE
WEBAREH Place of percentage of share capital Principal activities/

Name of subsidiary incorporation equity holding or registered capital place of operation

2005 2004
Giordano (Japan) BA 100 100 —FE=1k RETERE
Limited* Japan BREERERT N m/ AR
LiaR Retailing of apparel
1,020 ordinary shares and accessories/
of JPY50,000 each Japan
ERARERR A" B 100 100 hER BETERDH
Giordano Limited* Hong Kong SREBESE -8B REREHRRES
ZEBER Retail and distribution
50,000 ordinary of apparel and
shares of HK$100 each accessories/Hong Kong
Giordano (M) Sdn. Bhd.  HRFE: 100 100 ZTRER BETERER
Malaysia BREESRARE T ERAm/SRADR
LiamR Retailing of apparel
350,000 ordinary and accessories/
shares of RM1 each Malaysia
ERARRFABERAR &M 100 100 RM¥DET BETERE
Giordano (Macau) Macau Wil B HERE REHA @R
Limited * MOP50,000 Retailing of apparel
represented by 2 quotas and accessories/
Macau
Giordano Originals R 100 100 —AATEZZR REREREHRARZ
(Singapore) Private Singapore SREEFMEE—T ZERE SN

Limited

ANNUAL REPORT 2005 F #H

ZEBR
1,900,002 ordinary
shares of S$1 each

GIORDANO INTERNATIONAL LIMITED
= B AER 2 F

= #

Retailing and trading
of apparel and
accessories/Singapore
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32. T EM B N 7 (F&) 32. PRINCIPAL SUBSIDIARIES (continued)

FERGZ EETRZEAR
ERAD% BRASZEME X
BRIt B Effective Issued and fully paid ITEER/REHE
WEBAREH Place of percentage of share capital Principal activities/

Name of subsidiary

incorporation

equity holding

or registered capital

place of operation

2005 2004
Giordano (Thai) el 100 100 —BER REREREBRBRZ
Co., Ltd. * Thailand BREETZH% TERYRE/RE
EER Retail and wholesale
1,000,000 ordinary of apparel and
shares of THB10 each accessories/Thailand
mERE (F#) BE 51 51 iy REREESHR
BARAR" Hong Kong SREEEE—T REBBARB/ER
Gloss Mind Apparel 2Bk Trading of apparel
(Hong Kong) Limited* 2 ordinary shares products and providing
of HK$1 each apparel services/
Hong Kong
PT. Giordano Indonesia* ENfE 40 40 —ThEk ERE E#BRRR
Indonesia BREE-ABHEE HEBER ZE/HE
ZEBR Retailing of apparel,
1,500 ordinary shares accessories and related
of IDR1,000,000 each products/Indonesia
R FEBEE B A B 100 100 ARB—FTHE-T&T RERR  RERHEE
BRAR" () Mainland China RMB 15,100,000 REREHA R/
Shenzhen Tiger B KR
Garment Ltd.* (Note) Investment holding,
manufacturing and
retailing of apparel
and accessories/
Mainland China
ff et - FINEHBKE R AT —EF I Note: Shenzhen Tiger Garment Ltd. is a sino-foreign co-operative joint

AIEZE N A] - venture.

GIORDANO INTERNATIONAL LIMITED
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BERGZ
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B i % Effective
Place of percentage of

incorporation equity holding
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NOTES TO THE FINANCIAL STATEMENTS

—EERF+ZHA=1+—H
December 31, 2005

32. PRINCIPAL SUBSIDIARIES (continued)

EETRZEAR
RASEME R
Issued and fully paid
share capital

or registered capital

TEER/IRENE
Principal activities/
place of operation

RREXERRA
Tiger Enterprises
Limited

Walton International

Ltd.”

[ 5 Fi 8 2 7]

B HEHRREB

AEEHMBHRREN =
“t+t-REEEERB -

&3

TERNF=ZA

2005 2004
N 100 100
Hong Kong

HEHE 100 100

Cayman Islands

*

— T
BREEEE-T
ZEBK - ATER
BREEEE—T
ZERFERITR
1,000 ordinary shares
of HK$1 each,
60,000,000 non-voting
deferred shares of

REER/PERE
Investment holding/
Mainland China

HK$1 each

—BZZRk HEEEETE

SREE-ET Licensing of trademarks
=Rl

102 ordinary shares of

US$1 each

subsidiaries held indirectly

33. APPROVAL OF FINANCIAL STATEMENTS
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The financial statements were approved by the board of directors on
March 21, 2006.
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