NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e %KM

28 February 2006 —EZ & _-_A=1+/\H

GENERAL INFORMATION 1. —gaEp

Mirabell International Holdings Limited (the Mirabell International Holdings

“Company”) and its subsidiaries (collectively, the Limited (B EBERZERBR A F*)

“Group”) are principally engaged in the retailing, ([RAR]) REMBAR (AR

wholesaling and manufacturing of footwear. EBE)2TEEBHPRHEBEERT
EHERRE

The Company is a limited liability company ARFRERSHEAMEKZMAE

incorporated in the Cayman Islands. The principal place FRAT e X EL N BB I A

of business is at 8/F, Wyler Centre, Phase Il, 200 Tai SRR E BEE 2009% (& f 0 5E 2HA8

Lin Pai Road, Kwai Chung, New Territories, Hong Kong. 8o

The Company’s shares are listed on the Main Board of RKARHBRDEEEBHARSE

The Stock Exchange of Hong Kong Limited. BRARIER LM

These consolidated financial statements are presented RAVBERERAEET T (FET)

in thousands of units of Hong Kong dollars (HK$'000), HSR (BRIEBBEHRR) R PEHRE

unless otherwise stated. These consolidated financial DRAEEEE ST NF A

statements have been approved for issue by the Board + X B #EE T 3o

of Directors on 26 June 2006.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. EEEBERE

The principal accounting policies applied in the
preparation of these consolidated financial statements
are set out below. These policies have been consistently
applied to all the years presented, unless otherwise
stated.

*

REAGEEVBRERANEIES
AAERRERN T X R = AFHAIN Ut
FRREMEBOABEFERNEM
FEM -

E a5
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.1 Basis of preparation

The consolidated financial statements of Mirabell
International Holdings Limited have been prepared
in accordance with Hong Kong Financial Reporting
Standards (“HKFRS”). The consolidated financial
statements have been prepared under the historical
cost convention, as modified by the revaluation of
financial assets and financial liabilities (including
derivative financial instruments) at fair value
through profit and loss and investments properties,
which are carried at fair value.

The preparation of financial statements in
conformity with HKFRS requires the use of certain
critical accounting estimates. It also requires
management to exercise its judgement in the
process of applying the Company’s accounting
policies. The areas involving a higher degree of
judgement or complexity, or areas where
assumptions and estimates are significant to the
consolidated financial statements, are disclosed in
Note 4.

The adoption of new/revised HKFRS

During the year ended 28 February 2006, the
Group adopted the new/revised standards and
interpretations of HKFRS below, which are relevant
to its operations. The 2004/2005 comparatives
have been restated as required, in accordance

with the relevant requirements.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. EESHHEBE (&)

(continued)

2.1 B EE (/F)

2.1 Basis of preparation (continued)

The adoption of new/revised HKFRS (continued)

RN FT T~ #5E 5THKFRS (42 )

HKAS 1 Presentation of Financial Statements HKAS 1 MG wEK 2 2 MW
HKAS 2 Inventories HKAS 2 rE
HKAS 7 Cash Flow Statements HKAS 7 fﬁi mE R
HKAS 8 Accounting Policies, Changes in HKAS 8 GETHE g5l
Accounting Estimates and Errors BEEX & B R
B IF
HKAS 10 Events after the Balance Sheet Date HKAS 10 HEBKRER
HKAS 12 Income Taxes HKAS 12 P&
HKAS 14 Segment Reporting HKAS 14 AR E
HKAS 16 Property, Plant and Equipment HKAS 16 ERY TN
HKAS 17 Leases HKAS 17 HE
HKAS 18 Revenue HKAS 18 W s
HKAS 19 Employee Benefits HKAS 19 EE®RH
HKAS 21 The Effects of Changes in Foreign HKAS 21 [EXRFE 28
Exchange Rates
HKAS 23 Borrowing Costs HKAS 23 B E KA
HKAS 24 Related Party Disclosures HKAS 24 B Bt 7 AR BR
HKAS 27 Consolidated and Separate HKAS 27 e KB LB
Financial Statements =
HKAS 28 Investments in Associates HKAS 28 Eﬁ? ERARE
HKAS 32 Financial Instruments: Disclosure HKAS 32 TRITAE WER
and Presentation 2
HKAS 33 Earnings per Share HKAS 33 ZR A
HKAS 36 Impairment of Assets HKAS 36 BERE
HKAS 37 Provisions, Contingent Liabilities and HKAS 37 B RBER
Contingent Assets SREE
HKAS 38 Intangible Assets HKAS 38 BIVEE
HKAS 39 Financial Instruments: Recognition HKAS 39 TR TEA #ERAR
and Measurement e
HKAS 39 Transition and Initial Recognition HKAS 39 % EE KRB
(Amendment)  of Financial Assets and Financial (1&%T) BEMNBEER
Liabilities 1125 W R
HKAS 40 Investment Property HKAS 40 BREME
HKFRS 2 Share-based Payment HKFRS 2 ARt 7= B &Y
A
HKFRS 3 Business Combinations HKFRS 3 rERAEH
HKAS-Int 15 Operating Leases — Incentives HKAS-Int 15 =ZEHE - 8=
HKAS-Int 21 Income Taxes - Recovery of HKAS-Int 21 Fﬁ?ﬁ% M- R EH
Revalued Non-Depreciated Assets FETEEEMN
W (3]
HK-Int 4 Leases — Determination of the Length HK-Int 4 HE-HTEE#

of Lease Term in respect of Hong
Kong Land Leases

AT HMEE
WHEHRRE
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.1 Basis of preparation (continued)

The adoption of new/revised HKFRS (continued)

The adoption of new/revised HKASs 1, 2, 7, 8,

10,
37,

12, 14, 16, 18, 19, 21, 23, 24, 27, 28, 33,
HKFRS 2, HKAS-Int 15 and HK-Int 4 did not

result in substantial changes to the Group’s

accounting policies. In summary:

79 | £2ZiRABELL

HKAS 1 has affected the presentation of share
of net after-tax results of an associate and
other disclosures.

HKASs 2, 7, 8, 10, 12, 14, 16, 18, 19, 23,
27, 28, 33, 37, HKFRS 2, HKAS-Int 15 and
HK-Int 4 have no material effect on the
Group’s policies.

HKAS 21 has no material effect on the Group's
policy. The functional currency of each of the
consolidated entities has been re-evaluated
based on the guidance to the revised standard.
All the Group entities have the same functional
currency as the presentation currency for
respective entity financial statements.

HKAS 24 has affected the identification of
related parties and some other related-party
disclosures.

2. EEERRERABE ()

2.1 B EE (1F)
M FTET~ #£ 5THKFRS (42 )

BRNFET/EIEFTHKASs 1~ 2
7-8:10-12-14-16-18-19 -
21-23-24-27-28-33-37"
HKFRS 2 -~ HKAS-Int 1554 & HK-
Int A8 REE B SRR W EE
MERKEE -BEME:

— HKAS 1R 2R E AR
Biik REFER AR B
B3I BT 3t -

— HKASs2-7-8-10-12-14-
16-18-19-23-27-28-33
37 ~ HKFRS 2 ~ HKAS-Int 1584
N HK-Int 4% 75 & B 4 B R
WEERKEATE-

— HKAS 21 8 R & B &Y BRI
BEBEREATE-ZERE
BODREERDIRAKER
ERIWESI BEFH A -FTB
AEBEEOEMRHERDONI
EEEEREERKREZ2
HE-

—  HKAS 244 B Rl B 5 50 &
0 ME T E b B R )7 By 3% 5R
BT E-
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. EESHBERBE (HA)
(continued)

2.1 Basis of preparation (continued) 21 B EE (&)

The adoption of new/revised HKFRS (continued) FRAFTET~ #55 5THKFRS (42 )

The adoption of revised HKAS 17 has resulted
in a change in the accounting policy relating
to the reclassification of leasehold land and
land use rights from property, plant and
equipment to operating leases. The up-front
prepayments made for the leasehold land and
land use rights are expensed in the income
statement. In prior years, interests in land and
buildings, other than investment properties
were stated at fair value, and separate values
were not attributed to land and buildings.

The adoption of HKASs 32, 39 and 39
(Amendment) has resulted in the recognition
of derivative financial instruments at fair value.

The adoption of revised HKAS 40 has resulted
in a change in the accounting policy for
investment properties. The changes in fair
values of the investment properties are
recorded in the income statement as part of
other operating income. In prior years, the
increases in fair value were credited to the
investment properties revaluation reserve.
Decreases in fair value were first set off
against increases on earlier valuations on a
portfolio basis and thereafter expensed in the

income statement.

RN IEETHKAS 1785 8
G Ll MR
ME B RREEIFEL
CHEZEABRZEE-
HE e i AR —
REBEMNFERERRRT
FIMESCH - M AR FE - BRix
BWEIN ELH RETH
Frib 2 #E & = R F1E 5
oMt RkEFT DM
5l B -

ERAHKASs 32 ~ 39139 (&
A BEMTAESRIARR
FEER -

BRAN A 1E FTHKAS 408 508
MREMEZETBRE
F-REVMENRFEZE
BEFEREMEZRAZ—
MMEIREBRERZ2A-R
NEFE RFEZEME
RAREMEELFHRER-
NFEZRAD B E A ZEE
HERERELAGEESL
ZEEHE RERBER
fOBR
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.1 Basis of preparation (continued)

The adoption of new/revised HKFRS (continued)

L/IRABELL

The adoption of revised HKAS-Int 21 has
resulted in a change in the accounting policy
relating to the measurement of deferred tax
liabilities arising from the revaluation of
investment properties. Such deferred tax
liabilities are measured on the basis of tax
consequences that would follow from recovery
of the carrying amount of that asset through
use. In prior years, the carrying amount of
that asset was expected to be recovered
through sale.

The adoption of HKFRS 3, HKAS 36 and HKAS
38 has resulted in a change in the accounting
policy for goodwill. Until 28 February 2005,
goodwill was:

- amortised on a straight line basis over its
estimated useful life of 15 years; and

- assessed for an indication of impairment
at each balance sheet date.

In accordance with the provisions of HKFRS 3:

- the Group ceased amortisation of
goodwill from 1 March 2005;

- accumulated amortisation as at 28
February 2005 has been eliminated with
a corresponding decrease in the cost of
goodwill; and

2. EEERRERABE ()

2.1 B EE (1F)

HRANFT T~ 45 E 5THKFRS (42 )

BN AE ZTHKAS-Int 218
BEBREMEMELNE
EMIBAENTE 2GR
ReBR -ZEEEHIEER
BNRBERBBERZEE
H&@ﬁﬁﬁ REFTEE £ WO TR
ERSEMETTHE VMU
Ei& ZEEMNKRESE
THTE R B &Y E -

K AWHKFRS 3 + HKAS 36 %
HKAS 38;%@(@?%%@2A
HBEZRE-EE

ﬁi_ﬂ_Jr)\El ?ﬁ%%

- RtTAFEMR[EARE
HR ABE SRR R

- RERLEEBFZRE
71

R AEHKFRS 3#) 47 7€ -

- AEBEH-_ZTETRF=
A—BREILtEHES
8

- RZZEERF-_A=-+
J\B K REHEHE R
B R B AED
R &
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. EESHBERBE (HA)
(continued)

2.1 Basis of preparation (continued) 2.1 RBEE (F)
The adoption of new/revised HKFRS (continued) FRAFTET~ #55 5THKFRS (42 )
- from the year ended 28 February 2006 - HBEE-_ZTTERF_A
onwards, goodwill is tested annually for “t+tNBLEFER B
impairment, as well as when there is B F RN HRREE
indication of impairment. PREETREN -
The Group has reassessed the useful lives of NE&EE D RIEHKAS 38F 3
its intangible assets in accordance with the AHE B EEN GRS
provisions of HKAS 38. No adjustment was Hesf b @RI B EHFE-

resulted from this reassessment.

All relevant changes in the accounting policies SEBRR LA ZEEHRIEME

have been made in accordance with the transition AR E) BB IR R - R &
provisions in respective standards. All standards BIRAR A ER B BELED
adopted by the Group required retrospective FEFR - T 51 & IARR SN

application other than:

-  HKAS 39 - does not permit recognising, — HKAS 39— T AFFIZENE
derecognising or measuring financial assets EARB A B FE R 4R bR
and liabilities in accordance with this standard RAFTECREENEGE:

on a retrospective basis;
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.1 Basis of preparation (continued)
The adoption of new/revised HKFRS (continued)

- HKAS-Int 15 - does not require the recognition

of incentives for leases beginning before 1
March 2006; and

- HKFRS 3 - prospectively after 1 March 2005.

Apart from the adoption of new HKFRS, the Group
has adopted the cost model of HKAS 16 for
buildings other than investment properties.
Buildings are carried at cost less accumulated
depreciation and accumulated impairment. In prior
years, they were stated at valuation. The Company
believes that the change in accounting policy has
resulted in a more appropriate presentation of the
buildings of the Group. The new accounting policy
has been adopted retrospectively.

83 | ~#/ZIRABELL

2. EEERRERABE ()

21 B EE (ME)

HRANFT T~ 45 E 5THKFRS (42 )

— HKAS-Int 15— 3f & ZE 5k g
RE—FBZEXRNF=H—HA
FEmEEEENER &

— HKFRS 3- R -TTHF=
A—BEFRERR-

B B% 40 #T HKFRSSM - R &= B 2 4%
AHKAS 16 AE X AE /IR E
MENIINEFOSFRR 12
FIRBAER BT E R R
BMEAR-EAEFE ZEFETF
HHHEEIN R - ARRR/LE
AR # P AL B E 2 WA
SEZBF LHEFHREH
BRI
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.1 Basis of preparation (continued)

Effect of changes in the accounting policies on

2. ERERBERBE (A)

2.1 B EE (1F)

BEETRREY G E R KA

consolidated income statement =
Effect of adopting
RaERENNYE
HKFRS 3,
HKAS 16 & HKAS 32 & HKAS 36 &
HKAS1  HKAS17  HKAS39  HKAS38  HKAS40  Total& &t
HK$'000  HK$'000  HKS$'000  HK$'000  HK$'000  HK$'000
TEn TEr TEr TEx  TEx  TExn
For the year ended BE-225F
28 February 2006 ZAZTNBLEE
(Decrease)/increase in share ElEBERAEHN
of profit of an associate (B 2) /%M (1,601) - - 1,155 - (446)
Increase in ofher operating income ~ E {4 £ A 2 11 S S 80 - - 80
Increase in distribution and selling ~ AR BEREZ
costs =yl - (380) - - - (380)
Decrease in administrative expenses 175 % 2 % - 14 - - - 14
Decrease in taxation THIE 2D 1,601 241 - - - 1,842
(Decrease) /increase in profit ARAREREA
atiributable to equity holders EiEER 2
of the Company GRD) /% - (125) 80 1,155 - 1,110
(Decrease|/increase in basic EREREM
earings per share (B%) /%M - (0.0 centfli) 0.0 centfli 0.5 centfll - 0.4 centll
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

2.1 Basis of preparation (continued)

2. EEERRERABE ()

21 B EE (ME)

Effect of changes in the accounting policies on BB EURE GG EBm KA
consolidated income statement (continued) z (%E)
Effect of adopting
RRBENNY 2
HKFRS 3,
HKAS 16 & HKAS 32 & HKAS 36 &
HKAST  HKAS17  HKAS39  HKAS38 HKAS40  TotalA i
HK$'000  HK$'000  HK§'000  HK§'000  HK$'000  HK$'000
TET ThER ThEr ThEr ThEr ThER
For the year ended HE_TZ1F
28 February 2005 “AZTN\BLEFE
Decrease in share of profit BEBERAGENZ
of an associate WO (3,605) - - - - 3,605)
(Decrease)/increase in other 1 g ERAZ
operating income BY) /M - (1,063) - - 1,700 637
Increase in distribution and selling %ﬁ’&ﬁﬁ%ﬁ$2
costs #m - (787) - - - (787)
Increase in administrative expenses 17 H % 252 11 - (120 - - - (120)
Decrease/ (increase) in faxation ~ HE 23D/ (3£ 10) 3,605 104 - - (90) 3619
(Decrease) /increase in profit ARABERBEA
attributable to equity holders 3y xilpd
of the Company (B2) /%M - [1,866) - - 1,610 (256)
(Decrease)/increase in basic EXEREF
earnings per share 2 (RD) /#m = (0.7 centfll) - - 0.6centlll (0.7 centfl)
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. EESTHRABE (8
(continued)
2.1 Basis of preparation (continued) 21 B EE (&)
Effect of changes in the accounting policies on BEEUREGEEERMBR
consolidated balance sheet 5 &
Effect of adopting
RaEBRERNYE
HKFRS 3,
HKAS 16 & HKAS 32 & HKAS 36 &
HKAS1  HKAS17  HKAS39 HKAS38  HKAS40  Total& 3t
HK$'000  HK$'000  HK$'000  HKS$'000  HKS'000  HKS$'000
TR TR THERT THERT THERn TR
As at 28 February 2006 RZBEAE
ZEZtNH
(Decrease)/increase in non-current  JEREEE 2 (5D)
assets /B
Property, plant and equipment nx KELAE (53,448) (33,341 - - - (86,789)
Investment properties RENE 53,448 - - - - 53,448
Leasehold land and land use rights & +3t & Tt (7 i f# - 17,704 = = - 17,704
Inferests in an associate BENFER - - - 1,155 - 1,155
Deferred tax assets BEEREEE - 196 - - - 196
- (15,441) - 1,155 - (14,286)
Increase in current assefs MBEEEM
Derivative financial instruments TEEBMIA - - 80 - - 80
Decrease in non-current licbiliies ~ FFHEE 2D
Deferred tax liabilities BELEREERE - (744) - - - (744)
(Decrease)/increase in equity w2 (D) /%M
Investment properties revaluation ~ REME B[ E
reserve - - - - (1772) M,772)
Other properties revaluation EtWEEMRER
reserve - (12,046) - - - (12,046)
Retained earnings REZH - (2,651) 80 1,155 11,772 10,356
- (14,697 80 1,155 - (13,462
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.1 Basis of preparation (continued)

Effect of changes in the accounting policies on
consolidated balance sheet (continued)

2.

EZEMBERE (M)

21 IR EE (ME)

BEEHRAGEEERERX

# 2 E (F)

Effect of adopting
RBREENE

HKFRS 3,
HKAS 16 & HKAS 32 & HKAS 36 &
HKAS1  HKAS17  HKAS39  HKAS38  HKAS40  TotalA it
HK§'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
THIL THIL THIL THIL THIL THIL
As at 28 February 2005 RZETRE_A-TNH
(Decrease)/increase in non-current  FFBEEZ ()
assefs /&0
Property, plant and equipment nE UERRE (61,448)  (34,982) - - - (96,430)
Investment properties RENE 61,448 - - - - 61,448
Leasehold land and land use rights & +3t & T (7 f# - 19,709 - - - 19,709
Deferred tax assets ERREEE - 49 - - - 49
- (15224) - - - (15.224)
Decrease in non-current liobilities ~ FFREBE 25
Deferred tax liabilities BEEREERE - (652) - - - (652)
(Decrease] /increase in equity BE2(AY) /%M
Investment properties revaluation ~ REME B[ E
reserve - - - - (13,682) (13,682
Other properties revaluation HitNZEMREER
reserve - (12,047) - - - (12,047)
Retained earnings REZH - (2,525) - - 13682 11,157
- (14572) _ _ - (14572
LRABELL
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. EESHEBERE (&)

(continued)
2.1 Basis of preparation (continued) 2.1 RBEE (F)
Effect of changes in the accounting policies on BEEUREGEEERMBR
consolidated balance sheet (continued) 57 FE(E)
Effect of adopting
RABEENNY 2
HKFRS 3,
HKAS 16 & HKAS 32 & HKAS 36 &
HKAST  HKAS17  HKAS39  HKAS38  HKAS40  TotalA it
HK§'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
THER TiER THEx THEx THEx THER
As at 1 March 2005 RZEZRE=A-H
(Decrease)/increase in non-current  JEREEE 2 (5D)
assets Va1
Property, plant and equipment nE UERRE (61,448)  (34,982) - - - (96,430)
Investment properties RENE 61,448 - - - - 61,448
Leasehold land and land use rights & +3t & T (7 i f# - 19,709 - - - 19,709
Deferred tax assets ERMEEE - 49 - - - 49
Derivative financial instruments TEERIA - - 19 - - 19
- (15,224) 19 - - (15,205)
(Decrease)/increase in non-current  FEBEEZ (BD)/
liabilifies 1
Deferred tax liabilities BELEREERE - (652) - - - (652)
Derivative financial instruments TEERIA - - 281 - - 281
_ 65 8 ; Nl
(Decrease)/increase in equity a2 GRD) /%0
Investment properties revaluation % & WJ %iﬁ 3
reserve - - - - (13,682) (13,682
Other properties revaluation EtWEEMRER
reserve - (12,047) - - - (12,047)
Retained earnings REZH - (2,525) (262) - 13,682 10,895

- (14,572 (262)

- (14,834)
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. EESHBERBE (&)

(continued)

2.1 B EE (1F)

2.1 Basis of preparation (continued)

The Group has not early adopted the following
new standards or interpretations that have been
issued and not yet effective, which are relevant to
the operations of the Group. It is expected that

REBI RIBATERA T 51 EA L
B &2 HERE 2 BB R AR
Mgt R B - RALE
SRS RBEHARENES

the adoption of such standards or interpretations BRI EBRERESE -

will not result in substantial changes to the Group’s

accounting policies.

HKAS 19 (Amendment) Actuarial Gains and Losses, HKAS 19 BEAE 518

Group Plans and Disclosures (&&T) SE 18 A A
R =
HKAS 39 (Amendment) The Fair Value Option HKAS 39 NFEEHE
(&3T)
HKAS 39 and HKFRS 4 Financial Guarantee Contracts HKAS 39 MG EREH
(Amendment) X HKFRS 4
(1&%7T)
HKFRS 7 Financial Instruments: HKFRS 7 SR T AR
Disclosures
HKFRS-Int 4 Determining whether an HKFRS-Int 4 BE-ETH
Arrangement contains a ehBEEH
Lease =4
2.2 Consolidation 22 #EKRHE

The consolidated financial statements include the
financial statements of the Company and all its
subsidiaries made up to 28 February.

(a) Subsidiaries

Subsidiaries are all entities over which the
Group has the power to govern the financial
and operating policies generally
accompanying a shareholding of more than
one half of the voting rights. The existence
and effect of potential voting rights that are
currently exercisable or convertible are
considered when assessing whether the Group
controls another entity.

89 | ~/ZIRABELL

RAEPBRERBIEAR R REFRT
BEMBARIBEZE_A-+N\BIt
2R K-

(a) K& 2 &]

ERl--PNCIE RN SE TR R Sk
—REHREERR 2B
XU -—REABEB-FR
SR E-EFTEAKE
ELREF S —EEE B
AT A LR B ERE
BOGFERZEHTEE-
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. EESHBERBE (HA)
(continued)

2.2 Consolidation (continued) 22 #REERE (#)
(a) Subsidiaries (continued) (a) K1/ELA] (&)

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.

The purchase method of accounting is used to
account for the acquisition of subsidiaries by
the Group. The cost of an acquisition is
measured as the fair value of the assets given,
equity instruments issued and liabilities
incurred or assumed at the date of exchange,
plus costs directly attributable to the
acquisition. Identifiable assets 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
recognised directly in the income statement.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.2 Consolidation (continued)

(a)

(b)

L/IRABELL

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

the
investments in subsidiaries are stated at cost

In the Company’s balance sheet,

less provision for impairment losses. The results
of subsidiaries are accounted by the Company
on the basis of dividend received and
receivable.

Associates

Associates are all entities over which the
Group has significant influence but not control,
generally accompanying a shareholding of
between 20% and 50% of the voting rights.
Investments in associates are accounted for
using the equity method of accounting and
are initially recognised at cost. The Group's
investment in associates includes goodwill (net
of any accumulated impairment loss) identified
on acquisition (see Note 2.7).
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. EESHBERBE (HA)

(continued)

2.2 Consolidation (continued) 22 #REERE (#)

(b) Associates (continued)

The Group’s share of its associate’s post-
acquisition profits or losses is recognised in
the income statement, and its share of post-
acquisition movements in reserves is
recognised 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 recognise further losses, unless
it has incurred obligations or made payments
on behalf of the associate.

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

Group.

(b)
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

2.3 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 returns
that are different from those of segments operating
in other economic environments.

Segment assets consist primarily of property, plant
and equipment, investment properties, leasehold
land and land use rights, patents and licenses,
inventories, receivables and operating cash.
Segment liabilities comprise operating liabilities
and exclude items such as taxation and certain
corporate borrowings. Capital expenditure
comprises additions to property, plant and
equipment, investment properties, leasehold land
and land use rights and patents and licenses.

In respect of geographical segment reporting, sales
are based on the geographical area in which the
customer is located; and total assets and capital
expenditure are based on where the assets are
located.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.4 Foreign currency translation

(a)

(b)

Functional and presentation currency

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

functional and presentation currency.
Transaction and balances

Foreign currency transactions are translated
into functional currency using the exchange
rates prevailing at the dates of the
transactions. 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 recognised in the income statement.

Translation differences on non-monetary
financial assets and liabilities, such as equity
instruments held at fair value through profit
and loss, are reported as part of the fair value
gain or loss. Translation difference on non-
monetary financial assets and liabilities, such
as equities classified as available-for-sale
financial assets, are included in the fair value
reserve in equity.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.4 Foreign currency translation (continued)

(c)

L/IRABELL

Group companies

The results and financial position of all the
group entities (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:

(i) assets and liabilities for each balance
sheet presented are translated at the
closing rate at the date of that balance
sheet;

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

(iii) all resulting exchange differences are
recognised as a separate component of

equity.

On consolidation, exchange differences
arising from the translation of the net
investment in foreign entities, and of
borrowings and other currency instruments
designated as hedges of such investments, are
taken to equity holders’ equity. When a
foreign operation is sold, exchange differences
that were recorded in equity are recognised
in the income statement as part of the gain or
loss on sale.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. EEESTHERE (&)
(continued)

2.4 BT ()

2.4 Foreign currency translation (continued)

(c) Group companies (continued)

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

2.5 Property, plant and equipment

Property, plant and equipment are stated at
historical cost less depreciation and impairment
losses. Historical cost includes expenditure that is
directly attributable to the acquisition of the items.

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

incurred.

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

Buildings 3% - 5%

Leasehold improvements 25% - 60%

Furniture, fixtures and 20% — 33'/3%
office equipment

Motor vehicles 25% - 33'/5%

Plant and machinery 20%
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.5 Property, plant and equipment (continued)

The 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 (Note 2.8).

Gains and losses on disposals are determined by
comparing proceeds with carrying amount. These
are included in the income statement.

2.6 Investment properties

Property that is held for long-term rental yields or
for capital appreciation or both, and that is not
occupied by the companies in the consolidated
group, is classified as investment property.

Investment property comprises land held under
operating leases and buildings held under finance
leases.

Land held under operating leases are classified
and accounted for as investment property when
the rest of the definition of investment property is
met. The operating lease is accounted for as if it
was a finance lease.

Investment property is measured initially at its cost,
including related transaction costs.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. EEESTHERE (&)
(continued)

26 REWE (&)

2.6 Investment properties (continued)

After initial recognition, investment property is
carried at fair value. Fair value is based on active
market prices, adjusted, if necessary, for any
difference in the nature, location or condition of
the specific asset. These valuations are performed
in accordance with the guidance issued by the
International Valuation Standards Committee. These
valuations are reviewed annually by external

valuers.

The fair value of investment property reflects,
among other things, rental income from current
leases and assumptions about rental income from
future leases in the light of current market
conditions.

The fair value also reflects, on a similar basis,
any cash outflows that could be expected in respect
of the property. Some of those outflows are
recognised as a liability, including finance lease
liabilities in respect of land classified as investment
property; others, including contingent rent
payments, are not recognised in the financial

statements.

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 income
statement during the financial period in which they
are incurred.

Changes in fair values are recognised in the

income statement.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

2.6 Investment properties (continued)

If an investment property becomes owner-occupied,
it is reclassified as property, plant and equipment,
and its fair value at the date of reclassification
becomes its cost for accounting purposes.

If an item of property, plant and equipment
becomes an investment property because its use
has changed, any difference resulting between the
carrying amount and the fair value of this item at
the date of transfer is recognised in equity as a
revaluation of property, plant and equipment under
HKAS 16. However, if a fair value gain reverses
a previous impairment loss, the gain is recognised

in the income statement.

2.7 Intangible assets

(a) Goodwill

Goodwill represents the excess of the cost of
an acquisition over the fair value of the
Group's share of the net identifiable assets of
the acquired associate at the date of
acquisition. Goodwill on acquisitions of
associates is included in investments 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 testing.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

2.7 Intangible assets (continued)

(b) Patents and licenses

Patents and licenses on branded products are
stated at cost, which represent capitalisation
of the minimum license fees payments in
accordance with the license agreements.
License rights have a finite useful life and are
carried at cost less accumulated amortization.
Amortisation is made in accordance with the
pattern of economic inflow to the Group.

License fees payable are recognised initially
at fair value using the effective interest method
and subsequently stated at amortised cost less
the amounts paid.

2.8 Impairment of non-financial assets

Assets that have an indefinite useful life are not
subject to amortisation, 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
amortisation are reviewed for impairment
whenever events or changes in circumstances
indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for
the amount by which the asset’s 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 purposes of
assessing impairment, assets are grouped at the
lowest levels for which there are separately
identifiable cash flows (cash-generating units).
Non-financial assets other than goodwill that
suffered impairment are reviewed for possible
reversal of the impairment at each reporting date.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.9 Derivative financial instruments

Derivatives are initially recognised at fair value
on the date a derivative contract is entered into
and are subsequently remeasured at their fair
values. Changes in the fair value of any derivative
instruments that do not qualify for hedge
accounting are recognised immediately in the
income statement.

2.10 Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the
weighted average method. The cost of finished
goods comprises raw materials, direct labour and
an appropriate proportion of all production
overhead expenditure. It excludes borrowing costs.
Net realisable value is the estimated selling price
in the ordinary course of business, less applicable
variable selling expenses.

2.11 Trade and other receivables

Trade and other receivables are recognised initially
at fair value and subsequently measured at
amortised cost using the effective interest method,
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.
Significant financial difficulties of the debtor,
probability that the debtor will enter bankruptcy
or financial reorganization, and default or
delinquency in payments are considered indicators
that the trade receivable is impaired. 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
recognised in the income statement.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. EEESTHERE (&)

(continued)

NBRERAEEEY

2.12 Cash and cash equivalents

Cash and cash equivalents include cash on hand,
deposits held at call with banks, with original
maturities of three months or less, and bank
overdrafts.

2.13 Share capital

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue
of new shares or options are shown in equity as a
deduction, net of tax, from the proceeds.

2.14 Borrowings

Borrowings are recognised initially at fair value,
net of transaction costs incurred. Transaction costs
are incremental costs that are directly attributable
to the acquisition, issue or disposal of a financial
asset or financial liability, including fees and
commissions paid to agents, advisers, brokers and
dealers, levies by regulatory agencies and
securities exchanges, and transfer taxes and duties.
Borrowings are subsequently stated at amortised
cost; any difference between the proceeds (net of
transaction costs) and the redemption value is
recognised in the income statement over the period
of the borrowings using the effective interest
method.

Borrowings are classified as current liabilities
unless the Group has an unconditional right to
defer settlement of the liability for at least 12
months after the balance sheet date.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.15 Deferred income tax

Deferred income tax is provided in full, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities and
their carrying amounts in the consolidated financial
statements. However, the deferred income tax is
not accounted for if it arises from initial recognition
of an asset or liability in a transaction other than
a business combination that at the time of the
transaction affects neither accounting nor taxable
profit or loss. Deferred income tax is determined
using tax rates (and laws) that have been enacted
or substantially enacted by the balance sheet date
and are expected to apply when the related
deferred income tax asset is realised or the
deferred income tax liability is seftled.

Deferred income tax assets are recognised to the
extent that it is probable that future taxable profit
will be available against which the temporary
differences can be utilised.

Deferred income tax is provided on temporary
differences arising on investments in subsidiaries
and associates, except where the timing of the
reversal of the temporary difference is controlled
by the Group and it is probable that the temporary
difference will not reverse in the foreseeable future.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.16 Employee benefits

(i)

(ii)

Employee leave entitlements

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

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

Profit sharing and bonus plans

Provisions for profit sharing and bonus plans
due wholly within twelve months after the
balance sheet date are recognised when the
Group has a present legal or constructive
obligation as a result of services rendered by
employees and a reliable estimate of the
obligation can be made.

(iii) Pension obligations

The Group operates defined contribution
plans, the assets of which are generally held
in separate trustee-administered funds. The
pension plans are generally funded by
payments from the relevant Group companies
and, if applicable, employees.

The Group’s contributions to the defined
contribution retirement schemes are expensed

as incurred.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.17 Provisions

Provisions are recognised when the Group has a
present legal or constructive obligation as a result
of past events; it is more likely than not that an
outflow of resources will be required to settle the
obligation; and the amount has been reliably
estimated. Restructuring provisions comprise lease
termination penalties and employee termination
payments. Provisions are not recognised for future
operating losses.

Where there are a number of similar obligations,
the likelihood that an outflow will be required in
settlement is determined by considering the class
of obligations as a whole. A provision is
recognised even if the likelihood of an outflow
with respect to any one item included in the same
class of obligations may be small.

2.18 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 recognised 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 recognised but is
disclosed in the notes to the financial statements.
When a change in the probability of an outflow
occurs so that the outflow is probable, it will then
be recognised as a provision.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.19 Revenue recognition

Revenue comprises the fair value of the

consideration received or receivable for the sale

of goods and services in the ordinary course of

the Group's activities. Revenue is shown, net of

returns and discounts and after eliminating sales

within the Group. Revenue is recognised as follows:

(a)

(b)

(c)

Sale of goods

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

Royalty income

Royalty income is recognised on an accrual
basis in accordance with the substance of the

relevant agreements.
Interest income

Interest income is recognised on a time
proportion basis using the effective interest
method. When a receivable is impaired, the
Group reduces the carrying amount to its
recoverable amount, being the estimated future
cash flow discounted at original effective
interest rate of the instrument, and continues
unwinding the discount as interest income.
Interest income on impaired loans is
recognised using the original effective interest

rate.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.19 Revenue recognition (continued)

(d) Dividend income

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

(e) Operating lease rental income

Operating lease rental income is recognised
on a straight-line basis over the lease period.

2.20 Operating leases

2.2

—

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

Dividend distribution

Dividend distribution to the Company’s equity
holders is recognised as a liability in the period
in which the dividends are approved by the
Company’s equity holders.
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3.

FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors

The Group’s activities expose it to foreign exchange

risk, interest rate risk, credit risk and liquidity risk.

(a)

(b)

Foreign exchange risk

The Group operates internationally and is
exposed to foreign exchange risk arising from
various currency exposures. Most of the
Group's operating activities are denominated
in Renminbi and Hong Kong dollars. Foreign
exchange risk arises from future commercial
transactions, recognised assets and liabilities
and net investments in foreign operations. In
addition, the conversion of Renminbi into
foreign currencies is subject to the rules and
regulations of the foreign exchange control
promulgated by the PRC government.

To manage the foreign exchange risk arising
from future commercial transactions and
recognised assets and liabilities, the Group
enters into foreign exchange forward contracts
to reduce foreign exchange risk.

Interest rate risk

As the Group has no significant interest-
bearing assets, the Group’s income and
operating cash flows are substantially
independent of changes in market interest
rates. The Group's interest rate risk arises from
bank borrowings. Borrowings issued at
variable rates expose the Group to cash flow
interest rate risk. The Group generally has
not used interest rate swaps to hedge its
exposure to interest rate risk.
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3. FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(c)

(d)

L/IRABELL

Credit risk

The carrying amount of trade receivables
included in the consolidated balance sheet
represents the Group’s maximum exposure to
credit risk in relation to its financial assets.
The Group has put in place policies to ensure
that wholesale sales of products are made to
customers with an appropriate credit history
and the Group performs periodic credit
evaluations of its customers. Sales to retail
customers are made in cash or via credit
cards. The Group’s historical experience in
collection of trade and other receivables falls
within the recorded allowances and the
Directors are of the opinion that adequate
provision for uncollectible accounts receivable
has been made.

Liquidity risk

Prudent liquidity risk management implies
maintaining sufficient cash and the availability
of funding through an adequate amount of
available credit facilities. The Directors aim
to maintain flexibility in funding by keeping
credit lines available.
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3.

FINANCIAL RISK MANAGEMENT (continued)
3.2 Fair value estimation

The fair value of financial instruments that are not
traded in an active market is determined by using
valuation techniques. The Group uses a variety of
methods and makes assumptions that are based
on market conditions existing at each balance sheet
date. The fair value of forward foreign exchange
contracts is determined using forward exchange
market rates at the balance sheet date.

The nominal value less estimated credit adjustments
of trade receivables and payables are assumed to
approximate their fair values.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements 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.

The Group makes estimates and assumptions
concerning the future. The resulting accounting
estimates will, by definition, seldom equal to 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.
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4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
(continued)

(a)

(b)

(c)

Estimated impairment of property, plant and
equipment, leasehold land and land use rights

The Group assesses annually whether property,
plant and equipment, leasehold land and land use
rights have any indication of impairment. The
recoverable amounts have been determined based
on value-in-use calculations or market valuations.
These calculations require the use of judgement
and estimates.

Estimate of fair value of investment properties

The fair value of investment properties have been
determined with reference to independent
valuations. The best evidence of fair value is
current price in an active market for similar lease
and other contracts. The Group employed an
independent firm of professional surveyor to
determine the open market values for the
investment properties of the Group. These
valuations require the use of judgement and
estimates.

Estimated write-downs of inventories to net
realizable valve

The Group writes down inventories to net realizable
value based on an assessment of the realisability
of inventories. Write-downs on inventories are
recorded where events or changes in circumstances
indicate that the balances may not be realized. The
identification of write-downs requires the use of
judgement and estimates. Where the expectations
are different from the original estimates, such
differences will impact the carrying value of
inventories and write-downs of inventories in the

years in which such estimates have been changed.
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4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
(continued)

(d) Estimated impairment of receivables

(e)

The Group makes provision for impairment of
receivables based on an assessment of the
recoverability of the receivables. Provisions are
applied to receivables where events or changes in
circumstances indicate that the balances may not
be collectible. The identification of impairment of
receivables requires the use of judgement and
estimates. Where the expectations are different
from the original estimates, such differences will
impact the carrying value of receivables and loss
for the impairment of receivable is recognised in
the years in which such estimates have been
changed.

Income taxes

The Group is subject to income taxes in various
jurisdictions. Significant judgement is required in
determining the worldwide provision for income
taxes. There are many transactions and

which the

determination is uncertain during the ordinary

calculations for ultimate tax
course of business. The Group recognises 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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5. TURNOVER, REVENUE AND SEGMENT INFORMATION 5. BEBE - WARHEHR

The Group is principally engaged in retailing, REBZTIZEXBRERERTE:
wholesaling and manufacturing of footwear. Revenues 3 R BUE - AR F R M AR R
recognised during the year are as follows: WA
2006 2005
HK$’000 HK$'000
TERT FET
Turnover = 301
Sales of goods EMHE 866,238 747,839
Other revenue Hilr A
Royalty income BN B WA 3,694 3,402
Interest income A B WA 917 402
Rental income RSN - 1,375
Others HA 3 3
4,614 5,182
Total revenue FEU N 870,852 753,021
Geographical segment analysis HE DDA
The Group’s business operates in three main ERFEHEAN AEB EKTE
geographical areas, namely the Hong Kong and Macau EEERRFATSE HRAETER
market, the Mainland China market and the Taiwan BEMIGKLE-

market during the year.
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5. TURNOVER, REVENUE AND SEGMENT INFORMATION

(continued)

5. EXB WARSTHES (8)

Geographical segment analysis (continued) wE DD (&)
Hong Kong Mainland
and Macau China Taiwan Total
EEAREBMN HBEKE =9 i
2006 2006 2006 2006
HK$’000 HKS$’000 HKS$S'000 HKS’000
FE T FE T FET FET
Total gross segment sales e ol == 746,034 276,520 11,847 1,034,401
Inter-segment sales o 2B & (147,708) (20,455) - (168,163)
598,326 256,065 11,847 866,238
Segment results D EB LR 36,418 23,231 (5,153) 54,496
Finance costs H%E A (2,321)
Share of profit of an JEAG B 2 A 7]
associate i A - 19,713 - 19,713
Profit before taxation B 5 B i 71,888
Taxation 1A (6,391)
Profit for the year attributable ~ ZX 2 A4 25
to equity holders A AEMN
of the Company R E [E ) T 65,497
Segment assets DEEE 311,575 228,720 (4,782) 535,513
Interest in an associate Bt 2 N\ B RE 2 - 59,343 - 59,343
Taxation recoverable JE YR B 1,687
Deferred tax assets BRI IEE E 7,965
Total assets WEE 604,508
Segment liabilities DEEE 83,477 74,403 662 158,542
Taxation payable JE A T 1R 6,565
Deferred tax liabilities REHIEAE 1,338
Total liabilities wEE 166,445
Capital expenditure EARMER 20,328 18,652 5,488 44,468
Depreciation e 9,717 7,866 1,130 18,713
Amortisation charge B 8,435 332 - 8,767
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5. TURNOVER, REVENUE AND SEGMENT INFORMATION

(continued)

Geographical segment analysis (continued)

EXRB BWARTHESR (8

&2 (&)

Hong Kong  Mainland
and Macau China Total
BEBEREFM  HEKRE B
2005 2005 2005
HK$'000 HK$’000 HK$’000
Total gross segment sales BmoEEE 686,839 208,400 895,239
Inter-segment sales DEPFEEE (133,647) (13,753)  (147,400)
553,192 194,647 747,839
Segment results DEEE 36,050 29,018 65,068
Finance costs H5EA (1,221)
Share of profit of an associate JE {1 Bt & 1 R g A - 20,157 20,157
Profit before taxation BR % Bl i A 84,004
Taxation 7RE (7,865)

Profit for the year attributable AREIEDEFAE A

to equity holders of the Company FIERFEEE AN 76,139
Segment assets DEHEE 284,797 187,422 472,219
Interest in an associate BN A ER - 93,339 93,339
Taxation recoverable JiE W 3R 1,029
Deferred tax assets EXERBEEE 2,535
Total assets mEE 569,122
Segment liabilities DEBEE 90,400 51,282 141,682
Taxation payable FE 5 518 4,576
Deferred tax liabilities EEHIBEE 1,546
Total liabilities maE 147,804
Capital expenditure BEARMRX 9,885 6,637 16,522
Depreciation e 8,297 4,776 13,073
Amortisation charge B 3,673 332 4,005
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6. OPERATING PROFIT

2006 2005
HK$’000 HK$'000
TER TET
Operating profit is stated after rERME R,
charging/(crediting) the following: (Gt A) TNHIEBRIIER:
Depreciation of property, plant ME- -BBENRETE
and equipment 18,713 13,073
Amortisation of prepaid operating lease 781 4€ & 70 & 3} 78 # 54
payment 2,005 2,005
Amortisation of intangible assets B &
- included in cost of sales — BREEHE KK 4,762 -
— included in administrative expenses —BRETHMX 2,000 2,000
Loss on disposal of property, plant HEME HEREER
and equipment 391 99
Loss on disposal of an investment HEREMEERE
property 66 -
Staff costs (including directors’ BEIXRA(BREEMHME) -
emoluments):
- Wages, salaries and allowances —T& Fa k£ 137,274 112,486
— Pension costs —RK® 4,143 3,660
Provision for inventory obsolescence REFERE 598 5,333
Operating leases rental in respect of HELHWEEFEEHE
leasehold land and buildings, He BfExAEE
including contingent rental 54,082,000/ 7T
expenses of HK$54,082,000 —_TERF:
(2005: HK$44,822,000) 44,822,000 7T) 203,632 169,043
Outgoings in respect of investment REWEIH
properties 144 158
Auditors’ remuneration % B A BN & 1,219 930
Net exchange gains DE W 2 R (2,157) (117)
Fair value gains of investment properties 1% & #7 3 2 (& 1E - (1,700)
7. FINANCE COSTS 7. MBEA
2006 2005
HK$'000 HK$’000
TER TET
Interest on bank loans and overdrafts RITEERRBEXZFE 2,321 1,221
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8. TAXATION

Hong Kong profits tax has been provided at the rate
of 17.5% (2005: 17.5%) on the estimated assessable
profit for the year. Taxation on overseas profits has
been calculated on the estimated assessable profit for
the year at the rates of taxation prevailing in the
countries in which the Group operates.

The amount of taxation charged to the consolidated

income statement represents:

BiE

BEENFH IR RAFE (45 B
MAEKREIZS(Z BT RF:
17.5%) 1% 5 B HMNRIE 2 Bk
I 9% BR AN 4F [ 1 51 8 R A% K1) B 4k X
SEREXEB R ZBITHERFE-

MAEERARIHZMEAELT:

2006 2005
HK$’000 HK$'000
TERT T
Current taxation = HRA
- Hong Kong profits tax —BABNEH 6,790 5,029
— Overseas taxation —BINBLIE 6,271 3,862
— Over-provision in prior years —BEFELEEF R (1,032) (2,260)
Deferred taxation relating to the EREENES
origination and reversal of temporary R # [ E 4 2
differences iR & T 18 (5,638) 1,234
Taxation charge 18 32 6,391 7,865
Z/IRABELL
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8. TAXATION (continued) 8. BiE (&)
The taxation on the Group’s profit before taxation N & B A B IR B A s N 2 B TR B R
differs from the theoretical amount that would arise ERANBAEZBHEMEE ZBEH
using the taxation rate of Hong Kong as follows: MEEzZRuT:
2006 2005
HK$'000 HK$'000
TET FH& T
Profit before taxation B A A1 Jm ) 71,888 84,004
Calculated at a taxation rate of 17.5% M EK17.5% (T HF:
(2005: 17.5%) 17.5%) 5t 8 2 B 18 12,580 14,701
Effect of different taxation rates in other H th B & 7~ [A] & =&
countries T (3,834) 730
Effect of overseas tax exemption BIINRIBER e 2 & - (1,151)
Income not subject to tax BRI WA (3,907) (11,978)
Expenses not deductible for taxation AR 2 X H
purposes 2,058 8,059
Unrecognised deferred tax assets RIERZIBEERIAR E 926 827
Utilisation of previously unrecognised ERAEAARE®ER
tax losses Z B (310) (1,063)
Over-provision in prior years BEFEEGR S (1,032) (2,260)
Others HA (90) -
Taxation charge 18 32 6,391 7,865

9. PROFIT FOR THE YEAR ATTRIBUTABLE TO EQUITY 9. KRNFAEEZFEAELEAFEER

HOLDERS OF THE COMPANY F

The profit for the year attributable to equity holders of RABIFRBANRE ZNRB R
the Company is dealt with in the financial statements BEABMARFEE GF AE49,461,000
of the Company to the extent of HK$49,461,000 BT (ZZTHF:21,795,000%
(2005: HK$21,795,000). JC) °
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10. DIVIDENDS 10. B2
2006 2005
HK$’000 HK$'000
TERT FET
Interim, paid, of HK3.0 cents ERFHERESREBR
(2005: HK2.5 cents) per 0B (ZEZRF:
ordinary share 2.57%10) 7,636 6,363
Special, paid, of HK10.0 cents per EREELFS =T
ordinary share @A 10.0% 1 25,453 -
Final, proposed, of HK5.5 cents EEIRE KRR E TR
(2005: HK6.6 cents) per TERSS5BW(ZEZTRF:
ordinary share 6.6781) 13,999 16,799
47,088 23,162

At a meeting held on 26 June 2006, the directors
proposed a final dividend of HK5.5 cents per ordinary
share. This proposed dividend is not reflected as a
dividend payable in these financial statements.

11. BASIC AND DILUTED EARNINGS PER SHARE

The calculation of basic and diluted earnings per share
is based on the Group’s profit attributable to equity
holders of HK$65,497,000 (2005: HK$76,139,000
(restated)) and the weighted average number of
254,530,000 (2005: 254,530,000) ordinary shares
in issue during the year.

The Company has no dilutive potential ordinary share.
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12. DIRECTORS’ AND SENIOR MANAGEMENT’S 12.EEREREBAENS
EMOLUMENTS

(a) Directors’ emoluments (a) EEM 2
The emoluments of each director for the year ended HE_TTRF_A-TNBLL
28 February 2006 is set out below: FE BREEFZMBBOT:
Basic
salaries,
housing
allowances,
other
allowances Employer's
and benefits con-
in kind Dis- tributions

EXHM  cretionary  to pension
EEEY bonuses scheme
Fees Hf2H HBERK BHAEANE Total
Name of director EZ4E e REWANEG 2L EBEHX ayg
HK$000 HK$'000 HK$'000 HK$000 HK$'000
TER TR TER TR TR

Executive directors: HAESE:
Tang Wai Lam HEMRLE - 1,397 1,506 12 2,915
Tang Keung Lam Btk - 1,309 1,130 9 2,448

(resigned on (R-ZZhF

30 November 2005) +—-A=+H

)

Ng Man Kit, Lawrence REBRE - 1,439 786 12 2,237
Chung Chun Wah BRELE - 588 131 12 731
Non-executive director: FHITEE:
Lee Kwan Hung FTOERE 65 - - - 65
Independent non-executive BUKHT

directors: EE:
Lee Kin Sang FTRERE 65 - - - 65
Chan Ka Sing, Tommy RRELE 65 - - - 65
Ng Chun Chuen, David RERTHE 65 - - - 65
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12. DIRECTORS’
EMOLUMENTS (continued)
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AND SENIOR MANAGEMENT’S

(a) Directors’ emoluments (continued)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e %KM

(a) EEM<E (&)

The emoluments of each director for the year ended
28 February 2005 is set out below:

Name of director

Executive directors:
Tang Wai Lam

Tang Keung Lam

Ng Man Kit, Lawrence
Chung Chun Wah

Non-executive director:
Lee Kwan Hung

Independent non-executive

directors:
Lee Kin Sang
Chan Ka Sing, Tommy
Ng Chun Chuen, David

ESA

HITEE:
HEMR
EE
REH
ERE

FHTEE:
Ftk

BT
rEE
REE
R

Basic
salaries,
housing

allowances,

other

allowances

and benefits

in kind

EREH-
FEEZ

Fees  HEH
e REDHH

HK$'000  HK$'000
TEL TEL
- 1,154

- 1,640

- 1,270

- 426

50 -

50 -

50 -

50 -

None of the directors of the Company waived any

emoluments paid by the group companies during

the year (2005: nil).
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HE_ZZERAF_A-_+N\HI
FE ZREFE2MEFBOT:

Dis-
cretionary
bonuses
BEER
ZE4L
HK$'000
THT

1,757
1,757
917
153

Employer's
con-
tributions

to pension
scheme
BRENE
B EH®
HK$'000
THT

12
12
12
12

Total
k]
HK$'000
TETL

2,923
3,409
2,199

591

50

ERAFEHREALEEENER

Me (ZZETRF 8E)-
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12. DIRECTORS’ AND SENIOR MANAGEMENT’S 12.EEREREEBAEME (&)

EMOLUMENTS (continued)

(b) Five highest paid individuals (b) EEEEFAL
The five individuals whose emoluments were the REEREBARL AT H A
highest in the Group for the year include three TEFE=2(ZTTHF =4)
(2005: three) directors whose emoluments are B - Het @R XXz
reflected in the analysis presented above. The HepM G (ZETRF -WE) &
emoluments payable to the remaining two (2005: EEFEALTZBME T

two) individuals during the year are as follows:

2006 2005
HK$’000 HK$'000
TET FAT
Basic salaries, housing allowances, E A% F =
other allowances and benefits EMKREY
in kind A &= 2,092 1,948
Discretionary bonuses B 15 2 i 2 TE4T 182 500
Pensions RIKAEF) 2 24 24
2,298 2,472
The emoluments fell within the following bands: B AR T
Number of individuals
Emolument bands B < 48 7l A
HK$ BT 2006 2005
0 - 1,000,000 0 - 1,000,000
1,000,001 - 1,500,000 1,000,001 - 1,500,000
During the year, no emoluments have been paid RAEEERER AA R ERES
to the Directors of the Company or the five highest FRANESHEATINBS UIEAS
paid individuals as an inducement to join or as MAKRRNT Z SSE s BER > (&

compensation for loss of office.
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13. PROPERTY, PLANT AND EQUIPMENT 13. WX -HBERKRH

Group
&
Furniture,
fixtures
leasehold  and office
improve-  equipment
ments fol Motor  Plant and
Buildings BE  ZER  vehicles machinery Total
BF NREE BOERE RE BERRG a5
HK$'000  HK§'000  HK$'000  HK$'000  HK§'000  HK$'000
tér TExr  TExr  ThAxr  TEx  TEx

Cost: KAE
As at 1 March 2005 RZETNF=-A-H 21,554 52,408 20,685 3,823 2,279 100,749
Additions NE = 20,351 2,924 1,276 1,834 26,385
Disposals & - (5,944) (104) (50) (44)  (6,142)
Exchange adjustment EXAE = 378 106 14 61 559
As at 28 February 2006 ZERRECZACZTNE 21,554 67,193 23,611 5,063 4130 121,551
Accumulated depreciation: 2 HE:
As at 1 March 2005 RZETNF=-A-H 4,184 40,955 16,417 3,981 1,680 66,817
Charge for the year AEENE 837 1573 1,740 191 209 18713
Disposals & - (5,587) (97) (50) (17)  (5751)
Exchange adjustment EXAE = 384 79 10 48 521
As at 28 February 2006 ZERREZACTNE 5,021 51,488 18,139 3,732 1,920 80,300
Net book value: REFE:
As at 28 February 2006 RZBBRE
ZAZtNB 16,533 15,705 5,472 1,331 2210 41,251
As at 28 February 2005 R-BERF
iy JIN= 17,370 11,453 4,268 242 599 33,932
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13. PROPERTY, PLANT AND EQUIPMENT (continued) 13, MR BB E (H)

Group
&
Furniture,
fixtures
Leasehold  and office
improve-  equipment
ments fdl Motor  Plant and
Buildings HE  KER  vehicles machinery Total
BF NXRE BLERRB AE BERRR g
HK$'000  HK$'000  HK§'000  HK§'000  HK§'000  HK§'000
tér TExr  TEr  TExr Tz TEn

Cost: REE
As at T March 2004 RZETNE=A-0 21,554 44,313 18,717 3,822 1,867 90,273
Additions nE - 14,132 1,993 - 397 16,522
Disposals & - (6,122) (47) - - 6,169)
Exchange adjustment EXAE - 85 2 1 15 123
As at 28 February 2005 R-BERF
“AZTNR 21,554 52,408 20,685 3,823 2,279 100,749
Accumulated depreciation: ZifE:
As at 1 March 2004 RZEEME=A—-0 3347 36,533 15,013 3,327 1,489 59,709
Charge for the year AEENE 837 10,373 1,432 252 179 13,073
Disposals & - (6,026) (44) - - (6,070
Exchange adjustment EXAE - 75 16 2 12 105
As at 28 February 2005 R_ZZLF
“AZt/\H 4,184 40,955 16,417 3,581 1,680 66,817
Net book value: REFE:
As at 28 February 2005 R_TZTLF
“AZt/\H 17,370 11,453 4,268 242 599 33,932
As at 29 February 2004 R_ZZMEF
“AZtNH 18,207 7,780 3,704 495 378 30,564
As at 28 February 2006, the net book values of fixed RZZBZERF_AZ+T B BER
assets pledged as security for certain banking facilities EBEAESHAYETHRTEEER Y
available to the Group amounted to approximately EEEETIEEL 510,856,000

HK$10,856,000 (2005: HK$11,317,000 (restated)). ST (—EEEE 11317 000 5T

(E51)) -
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14. INVESTMENT PROPERTIES 14. REW %
Group
-4
2006 2005
HKS$’000 HK$’000
FET FET
As at 1 March KR=RA—H 61,448 59,748
Fair value gains (Note &) NEBEREH (HiE6) - 1,700
Disposals & (8,000) -
As at 28 February RZ_AZ+/\H 53,448 61,448

Investment properties were revalued on 28 February
2006 on the basis of their open market value by DTZ
Debenham Tie Leung Limited, an independent firm of

chartered surveyors, employed by the Group.

The Group's interests in investment properties at their

net book values are analysed as follows:

REMER _TZTRF_A-TAN
SRR RS R RV S =i
BERTERARRLAFAMERESE
EITE

AEEMERENE LR
FEAHMT:

Group
£H
2006 2005
HK$’000 HK$'000
TER TETT
In Hong Kong, held on: EEEREA:
- Leases of between 10 to 50 years —TERTFHEE - 8,000
Outside Hong Kong, held on: EEIMNFA
- Leases of between 10 to 50 years —TERTHHE 53,448 53,448
53,448 61,448
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14. INVESTMENT PROPERTIES (continued)

Details of investment properties are as follows:

Held in Mainland China under medium term leases:

Unit Nos. 101, 102 and 103, 1st level, East Block,
International Commercial Building, Jiabin Road/
Renmin South Road, Luohu District, Shenzhen,
Guangdong Province,
the People’s Republic of China

15. LEASEHOLD LAND AND LAND USE RIGHTS

14. REWE (&)

BEWMEFBOT:

Usage
JiR<

RAERENREHEE Y
FEARAMBERSE Commercial

RYITH MR AR [GES
(RER) BEBmERE

REE—E101 - 102

1035k E i1

15 HE LR L ER &

Group
-3
2006 2005
HK$’000 HK$’000
TER FAET
(As restated)
(&%)
As at 1 March R=RA—H 19,709 21,714
Amortisation of prepaid operating TE AT 48 & M & TR IE
lease payment (Note &) (B ité) (2,005) (2,005)
As at 28 February RZ-—A=-+\H 17,704 19,709
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15. LEASEHOLD LAND AND LAND USE RIGHTS (continued)

The Group's interests in leasehold land and land use

rights represent prepaid operating lease payments and

their net book values are analysed as follows:

15. & £ i [ £ 30 fE A ()

AEBREEL MR T EREZ
BaERNKEHERE AREF
oM

Group
-4
2006 2005
HK$'000 HK$’000
TET FET
(As restated)
(E751)
In Hong Kong, held on: EEERE:
- Leases of between 10 to 50 years —TERTHHE 1,248 1,278
Outside Hong Kong, held on: EBINFE
- Leases of between 10 to 50 years —-+tE2R+FHE 13,166 13,497
- Leases of less than 10 years —IR+FHE 3,290 4,934
17,704 19,709
16. INTANGIBLE ASSETS 16. BEEE
Group
£E

2006 2005
Patents and licenses HRERER HK$’000 HK$’000
TERT FET
Net book amount as at T March R=ZA—B2HREFER 2,000 4,000
Additions 0 18,083 -
Amortisation (Note 6) BEiH (BYaE6) (6,762) (2,000)
Net book amount as at 28 February RZAZ+N\HZE®EF® 13,321 2,000
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16.

17.

INTANGIBLE ASSETS (continued)

Intangible assets represent license rights on branded
products up to 2010. Additions during the year
represent capitalisation of minimum license fees
payable, based on a discount rate equal to the Group’s
weighted average borrowing rate of 4.77% at the date
of inception. Amortisation has been included in cost
of sales and administrative expenses in the income
statement.

INVESTMENTS IN SUBSIDIARIES AND AMOUNTS DUE
FROM SUBSIDIARIES

Investments at cost:

FE LA

Unlisted shares

BRE BRAE:

17.

6. BLEE (#)

B EERKEEEZE_T—ZTFIL2
mEEMKEEE - EAFEHRHARNZ
EMESREEMNERERERL:
WG A BEREEENAEER
ZINEFEEERATI 2 TEER

EXR-HMHDO T ABRR ZHEERR
RITHRAX A

B B 2 R R B K B W B B 2 B K
1]

Company

N H
2006
HK$'000
FTERT

2005
HK$’000
T8

69,254 69,254

As at 28 February 2006, the amounts due from
subsidiaries are unsecured, interest free and repayable
on demand. Details of the Company’s principal
subsidiaries as at 28 February 2006 are set out on
pages 148 to 154.

ﬂ‘/\/“

SEXRF_AZ+T N8 B
AIREAEER RERERE
KEXR-RZZEZERF_A=-+N
B ARRIZEFZMBARFBEHR
F148F 1548 -

H_J«H
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18. INTEREST IN AN ASSOCIATE

Group
]
2006 2005
HK$’000 HK$'000
TERT FET
Share of net assets BiHFEE 48,943 82,939
Goodwill on acquisition of an associate U fEHE & A 7l 2 1 & 10,400 10,400
59,343 93,339
Investment at cost KE BEKANE
Unlisted shares LIRS 28,800 28,800
Details of the Group’s associate, Best Quality KN & E 2B & A A Best Quality

Investments Limited (“Best Quality”) as at 28 February
2006 are set out on page 154.

The Group holds 30% interest in Best Quality, a
company incorporated in Samoa. On 12 September
2005, a wholly owned subsidiary of Best Quality,
namely Belle International Holdings Limited (“Belle
International”) issued new redeemable ordinary shares
to certain companies. The new redeemable ordinary
shares of Belle International were issued at a
subscription price of HK$2,400 per share and a total
subscription price of HK$471,528,000. The
subscription price per share was approximately equal
to the consolidated net asset value per share of Belle
International calculated based on the unaudited
consolidated net asset value of Best Quality as at 30
June 2005 and adjusted for dividends totalling HK$180
million declared by Best Quality on 12 September
2005. As a result of the new issue, Best Quality’s
equity interest in Belle International was diluted from
100% to approximately 20%. Accordingly, Best Quality
has recorded a deemed gain of approximately
HK$4,714,000.
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Investments Limited ( [ Best Quality] )
R_ZEEXRF_AZ_TN\BZHE
HNE1548 -

N & B AG PR BE B o8 5F K 37 &Y Best
Quality 30%#Ezm - R _ZTZTHF LA
+ = B - — [ Best Qualityt) 2 & ff} &
A @ Belle International Holdings
Limited ( [ Belle International | ) 277 %1
mAERE T BRERNDTETAAC
Belle International 3 17 %7 /9 7] fE o] &
BIROREBEETRA2400%8 T &

H 5 471,528,0007% 7T & KR E%{E
EﬁiBe”e International & & 47 & & & )F
B ZEREEEEFEEZRE
Best Quality W —ZZTZEHF A=+

AREEZNGEGEEFEL AR
Best Quality W —ZZTZETHF NA +=
HE Mk & 180,000,000/ 7T
B IR B Et & - E ¥ AR 31712 - Best
Quality/& Belle International 8 1% 17 #
75 2 100% 4 858 £ 4920% o FH itk 48
FE b5 - Best Quality4% 73 414,714,000
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18. INTEREST IN AN ASSOCIATE (continued)

The Group's associate has a financial accounting period
of 31 December which is not coterminous with the
Group.

Extract of the consolidated operating results and
consolidated financial position of an associate is as

18. & N A s ()

AEEBCZHBMERRIZEERR T
A=+t—H EXEBE2&E BRI}
— o

BMENFRIZHAREEEREAM
AR AT SR AN T

follows:
2005 2004
HK$’000 HK$'000
TER FAET
Operating results R
Turnover B 429,695 872,793
Profit after taxation B 1% 3 7 65,367 71,043
Group’s share of profit after taxation 7N 65 18 JE {5 B B 12 s A 19,713 20,157
Financial position B SRR
Non-current assets EMEEE 163,143 133,413
Current assets mEEE - 470,436
Current liabilities mEaE = (324,104)
Non-current liabilities EREBEE - (3,284)
Total equity RS 163,143 276,461
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18. INTEREST IN AN ASSOCIATE (continued)

18. BEE N AR (8

During the year ended 28 February 2006, the Group EBE_ZTRF_A-t+N\BILE

has carried out the following transactions with the

related parties of Belle International:-

Purchases from Lai Wah Footwear
Trading Limited and Lai Kong
Footwear (Shenzhen)

Company Limited, subsidiaries of
Belle International

Royalty income received from
Shenzhen Belle Investment
Company Limited, a related party to
certain shareholders of
Belle International after the
restructuring of Belle International
mentioned above

Royalty income received from
New Belle Footwear (Shenzhen)
Company Limited, a subsidiary of

Belle International after restructuring

FEHBEARN K% E HEBelle

International 2 BB H FTi#ETT 2 X 5

BT —

2006
HK$'000
FTERT

[A1Belle International 2
MBAR BEEXES
BERARREBEZE ORI
BRAR - NESE
202

40 _F it Belle International
E #1172 ' Belle International
26 TR R Y R
AN TBEBREBRRAR]
B BE & YA

1,779

140 _F it Belle International
E #1172 ' Belle International
ZHBAR FEBEE
ORI BRAGR) MWEF &

2005
HK$’000
TR

2,278

3,401

of Belle International mentioned above Ut A

1,915 -

In addition, as at 28 February 2006, the Group had
given guarantees in relation to the general banking
facilities granted to Lai Wah Footwear Trading Limited
and Staccato Footwear Company Limited, subsidiaries
of Belle International, amounting to HK$31,330,000
(2005: HK$61,800,000), of which HK$10,636,000
(2005: HK$8,212,000) were granted to and utilised
by these subsidiaries of Belle International. In May
2006, the contingent liabilities in respect of guarantees
of such general banking facilities amounted to
HK$13,386,000.
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19.

20.

NON-CURRENT DEPOSITS

19. kKRB S

Non-current deposits represent deposits paid for the ERMBIECIEBEMEM N ZET

acquisition of properties.

AN
E e

DEFERRED INCOME TAX 20. BEFRBH
Deferred income tax assets and liabilities are offset EEETAHITREDEEEFHIEEL
when there is a legally enforceable right to set off ERBAFIEA G BELTHRE
current tax assets against current tax liabilities and TS N B — B Br a8 - B B] 45 B IE
when the deferred income taxes related to the same R SRR B4
fiscal authority. The offset amounts are as follows: NS
Group
£
2006 2005
HK$’000 HK$'000
TERT T T
Deferred tax assets BEEMRIEEE
— Deferred tax assets to be settled —IEERIBEEER
after more than 12 months +—@EA%KE 7,965 2,535
Deferred tax liabilities BEMBEER
— Deferred tax liabilities to be —REERIEEER
settled after more than 12 months + =@ A& UE (1,338) (1,546)

6,627 989
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20. DEFERRED INCOME TAX (continued) 20. IEIEFr 5% (@)
The gross movement on the deferred income tax account RICFASRBRE 2@ N T

is as follows:

Group
S
2006 2005
HK$'000 HK$’000
TER TETT
As at 1 March R=RA—H 989 2,223
Deferred taxation credited/(charged) to i iE ¢ 18 7F 18 25 &
income statement (Note 8) AR (8H) (K7E8) 5,638 (1,234)
As at 28 February RZ_AZ+)\H 6,627 989
The movement in deferred tax assets and liabilities RAFEHEAETCRBEENE
(prior to offsetting of balances within the same taxation Bz2E) (EF—RimE 2z &R
jurisdiction), during the year is as follows: tHA) T
Tox depreciation Provision for long
Net deferred tax assets allowance Tax losses services payments Others Total
ERHERE RERERHE hE RARKERE B ag

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
HKS'000 HK$'000 HKS'000 HKS$'000 HK$'000 HKS'000 HK$'000 HK$'000 HKS'000 HKS'000
Tén Thn TRz TEr TEx TiEnr TEn TEx TR TEX

As at 1 March R=A—H 208 247 - 999 465 767 316 210 289 2223
Credited/(charged o~ EE&E
income stafement 25/
(%) 250 (39) 4,366 (999) (178) (302) 1,200 106 5,638  (1,234)
As at 28 February RZAZT/NH 458 208 4,366 - 287 465 1,516 36 6,627 989
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20. DEFERRED INCOME TAX (continued) 20. IEEEFR 1S H ()
Deferred income tax assets are recognised for tax losses iR FE P15 B & 2 T B FE AE R 75 A% R
carried forward to the extent that realisation of the 7 A3 B R R B AR B s N & 3R 1 3t
related tax benefit through the future taxable profits is FaEE s RIBEER - N EE B ARHE
probable. The Group has unrecognised tax losses of RIIE7,424,0008 L (ZZET 0L F:
HK$7,424,000 (2005: HK$7,655,000) to carry 7,655,000/ 7T ) 7] 4 8 DA 35 R 5K
forward against future taxable income. Tax losses of JERRUW A AR 111,000 Ty Fi 48
HK$111,000 (2005: HK$853,000) will expire in year — T HF:853,0008T) A=
2010 (2005: year 2009) and tax losses of T-ZTFIP(ZETRF ZFF
HK$7,313,000 (2005: HK$6,802,000) has no expiry JLEEE) 7,313,000 T & Fi 18
date. —ZETFHF 6,802,000 r) B
HEHAR -
21. INVENTORIES 21. # &
Group
£H

2006 2005
HK$’000 HK$'000
TERT FET
Raw materials R+ %t 4,317 3,183
Work in progress & m 124 668
Finished goods LR on 149,707 131,171
154,148 135,022
The cost of inventories recognised as expense and FEEEHERRE M IR E H
included in cost of sales amounted to HK$337,484,000 E KA+ 5337,484,000 T (=&

(2005: HK$288,273,000). T H 4 288,273,000 7T) ©
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22. TRADE RECEIVABLES

22. EUNBR X

Group
S

2006 2005

HK$’000 HK$'000

TERT TETT

Trade receivables JrE W BR X 70,275 72,272
Less: provision for impairment of R E B

receivables (44) (44)

70,231 72,228

The carrying amount of trade receivables approximates

its fair value.

Other than cash and credit card sales, the majority of

the Group’s credit sales is on a credit term of 30 — 60

days. As at 28 February 2006, the ageing analysis of

the trade receivables was as follows:

FEW BR 2 BRI E B E A ERA-

BREREARHEEN AEEXE
ZEEHEEFM-—RAB=ZTERX
TR RZZETZEXRF_A-F+ B
FEUBR R 2 Bl A AT a0 T

Group
S

2006 2005
HK$’000 HK$'000
TR FET
0 - 30 days TE=H 68,265 68,137
31 - 60 days =+—ZX+H 1,372 1,594
61 - 90 days AT—ZAT+H 149 803
Over 90 days Hi@N+H 445 1,694
70,231 72,228

The Group did not recognise a loss for the impairment

of its trade receivables during the years ended 28

February 2005 and 2006.
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23.

24.

CASH AND CASH EQUIVALENTS B RERBEEEY
Group
£
2006 2005
HK$’000 HK$'000
TET FAET
Cash at bank and on hand Be RRITH 108,836 66,447
Short-term bank deposits MEZIRTTEBFER 6,055 19,910
114,891 86,357
The effective interest rate on short-term bank deposits RHRTERETRANERN X R
was 3.92% (2005: 2.20%); these deposits have an 3.92% (ZTZTRHF:2.20%) ' WFE
average maturity of 29 days. HEROFHE A R298 -

As at 28 February 2006, bank balances and cash of
approximately HK$30,768,000 (2005: HK$7,892,000)
were denominated in Renminbi which is not a freely
convertible currency in the international market and of

which the exchange rate is determined by the People’s
Bank of China.

TRADE PAYABLES

As at 28 February 2006, the ageing analysis of the

24.

RZBERF-_A-+/\B X&E
ZHRTEBREREHED
30,768,000/ T (=T F & F :
7,892,000/ 7C) UARBREL #Z
ERATERBETSAHL R RE
ABMEAPFEHARRITRE

FE& 14 R K

R-ZZEZERE-_A -+ N\ B EME

trade payables was as follows: RZ R DM
Group
£H
2006 2005
HK$’000 HK$'000
FET TETT
0 - 30 days & =+H 37,668 44,397
31 - 60 days =+—zx+H 477 987
61 - 90 days RT—ZENT+H 172 1,210
Over 90 days HiEh+H 3,917 5,679
42,234 52,273
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25. DERIVATIVE FINANCIAL INSTRUMENTS 25. fTE€mIT A
Group
&8
2006 2005
HKS$’000 HK$’000
FER FHE T
Forward foreign exchange contracts R HMNE S A 80 -
26. SHORT-TERM BANK BORROWINGS 26. EHARTEE
Group
-3
2006 2005
HK$’000 HK$’000
FET FH& T
Within one year R—FRNER
- unsecured — | 47,817 31,084
The effective interest rates at the EHEEANERAEDT:
balance sheet date were as follows:
Weighted average effective interest rates: Al # - 15 & X 7 %
- bank borrowings —RITEE 4.77% 4.45%
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26.

27.

28.

SHORT-TERM BANK BORROWINGS (continued)

The carrying amounts of borrowings by currencies are

26. EHRITEE (80D

EEREER NIIEBIIER

as follows:
2006 2005
HK$’000 HK$’000
THERT FET
Hong Kong dollars BT 5,666 6,084
Renminbi AR 42,151 25,000
47,817 31,084

The carrying amounts of borrowings approximately
equal their fair values.

PENSIONS - DEFINED CONTRIBUTION PLAN

Contributions totalling approximately HK$821,000

EEZERAEEEAFEMELD-

27. RURBERE - REHRTCRIKEE

RAFHEHNENERKBN SR

(2005: HK$880,000) were payable to the fund at the 821,000 7L (=== # 4 :880,000
year end. ABIT) °
SHARE CAPITAL 28. A
Ordinary shares of
HK$0.1 each
BREE01ET
EBER
No. of
shares HK$'000
I 88 FAET
Authorised: A TE RN
As at 28 February 2005 and 2006 N—_EETRF_A 1,000,000,000 100,000
ZTNBRZZETRF
—AZ+N\H
Issued and fully paid: BEETREHHERAR:
As at 28 February 2005 and 2006 RZEETRF— ﬁ 254,530,000 25,453
ZTNBRZZEEREF
Z—A=Z+NH
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29. RESERVES 29. f#fE
(a) Group (a) &E
Investment Other
Capitol properties  properties  Cumulative
redemption revaluation  revaluation  translation
Share reserve Capital reserve reserve reserve  Retained
Premum  EZBE  resee  RENE  EHNE ZHEX  earings Total
kiaE i ETRE  EfRE  EHER i REERA 4%
HKY'000  HKY'000  HKY'000  HKS'000  HKS'000  HKS'000  HK§'000  HKS'000
Tin Tén TéExn TEn TiEn TEn TiExn TiEn
Balance af 28 February S
2005, as previously ZAZTNRER
reported S 110,630 380 9 13,682 12,047 (135) 23722 40437
Efect of the adoption of FRAHKASs
HKASs 16 and 17 16R172% & - - - - (12,047 - (2,525) (14,572
Effct of the adopfion of FRAAHKAS 40
HKAS 40 ¥e - - - (13,682) - - 13,682 -
Balance ot 28 February RZEZ1%
2005, s restated “RZTN\BEH
] 110,630 380 9 - - (135) 284879 395865
Opening adjustment for FRAHKAS 39
the adoption of HKAS 39 ba: DL - - - - - - (202) (262)
Balonce ot 1 March 2005, ~ H=ZZ1f
os restoted “A-B&Es
L) 110,630 380 9 - - (135] 284,617 395,60
Translation differences #5 }5 9\\ HELA
arising on franslation of REE DAY fk
the financiol stotements f&ﬁZ[Fﬁ%ﬁ
of foreign subsidiaries
and on associate - - - - - 1,398 - 1,398
Profit for the year AERT - - - - - - 05,497 65,497
2005 Final dividend paid “EERFERRERE - - - - - - (16,799]  (16,799)
2006 Interim dividend paid ~~ —ZEREEETERE - - - - - - (7,636 (7636)
2006 Speciol dividend poid ~~ —ZEREEREFIRE - - - - - - (5453) (25453
As at 28 February 2006 RZETRE
ZAZtIH 110,630 380 9 - - 12603 300226 412,810
Representing: BHmT:
2006 Finol dividend proposed ~ —ZZFRERHRE 13,999
Reserves e 398,611
As at 28 February 2006 R-FEAECAZTNA 412,610
Company and subsidiaries ZS’R EGEE 110,650 380 9 - - 825 270,280 382,226
Associate BELR - - - - - 438 29,946 30,384
As at 28 February 2006 RZET5E
ZAZtIH 110,630 380 9 - - 12603 300226 412,810
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29. f# & (80
(a) &H (&)

29. RESERVES (continued)

(a) Group (continued)

Investment Other
Capital properties  properties  Cumulative
redemption revaluation revaluation ~ translation
Share reserve Capital reserve reserve reserve  Refained
Premiom  EXEE reeve  XANX  EMAE  ZHER eomings Total
RiEE fE AARE EGER  ERRES % RERA g
HK$'000  HK§'000  HKS'000  HKS'000  HK$'000  HK§'000  HKS'000  HK$'000
TiEL TR TiEL TR TiEL TR TiEL TiEL
Balance at 1 March 2004, R-ETMF
s previously reported A-BE&
miZR 110,650 380 9 12,072 5,706 8 nN9725 U713
Efect of the adoption of SRAHKASs
HKASs 16 and 17 16R172% & - - - - (5,706) - (659 6,365)
Effct of the adopfion of FRAHKAS 40
HKAS 40 ye - . e ; - nm ;
Balance of 1 March 2004, R-TTEE
s restated “A-R&:
s 110,650 380 9 - - 89 81138 342,348
Tramslation differences BREFNHELE
arising on translation of REELAEE
the financial statements B B EE
of foreign subsidiories
and an associate - - - - - (224) - (224)
Profit for the year FEREH - - - - - - 76139 76,139
2004 Finl dividend paid “TIMER
BRASRE - - - - - - [16035) (16,035
2005 nterim dividend pid ~~ ZFTHER
Bl BRE - - - - - - (6,363)  6,363)
As o RZZE0E
28 February 2005 —AZt/\A 110,650 380 91 - - (135) 284879 395,865
Representing; AT
2005 Final dividend proposed  —FTRERERFRE 16,799
Reserves i 379,066
As at 28 February 2005 R-FERF_A-tNA 395,865
Company and subsidiaries 1‘&7& HER 110,650 380 91 - - (282) 220646 331485
Associate AN - - - - - 147 64,233 64,380
As at 28 February 2005 WZEERF-F-T/\A 110,650 380 91 - - (135) 284879 395,865
Z/IRABELL | 140



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e %KM

28 February 2006 —EZ & _-_A=1+/\H

29. RESERVES (continued) 29. f#4E (@)
(b) Company (b) 2
Capital
redemption
Share reserve Retained
premium  EAREME earnings Total
BB EE *E REEF mE
HK$'000 HK$’000 HK$’000 HK$'000
TET TET FAEL FAEL
As at 1 March 2005 e = 110,650 380 29,077 140,107
Profit for the year Ki&/ﬁnﬂ - - 49,461 49,461
2005 Final dividend paid “TERFERAERE - - (16,799) (16,799)
2006 Interim dividend paid =T ZNFERF RS - - (7,636) (7,636)
2006 Special dividend paid Z=FERXFEIRFAIKE - - (25,453) (25,453)
As at 28 February 2006 R-ZEZEXFE-ZA=TNA 110,650 380 28,650 139,680
Representing: AT :
2006 Final dividend “EERERERASERE
proposed 13,999
Reserves G 125,681
As at 28 February 2006 R-ZZEEXE-A-1+NAH 139,680
As at 1 March 2004 “EENF=A—H 110,650 380 29,680 140,710
Profit for the year $¢r/m il - - 21,795 21,795
2004 Final dividend paid “ETMEERAHEKE - - (16,035) (16,035)
2005 Interim dividend paid —ZFETAFEIRFHKE - - (6,363) (6,363)
As at 28 February 2005 RZEERF-_A=-1+/\H 110,650 380 29,077 140,107
Representing: HE T :
2005 Final dividend “ETRFRRKRERE
proposed 16,799
Reserves #E 123,308
As at 28 February 2005 R_TETRF_A_+/\H 140,107
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30. NOTE TO THE CONSOLIDATED CASH FLOW

STATEMENT

(a) Reconciliation of profit before taxation to net cash

30. REBRERMEBRME

(a) RBABFNRELELEZREN

inflow generated from operations AFRBEYR
Group
]
2006 2005
HK$’000 HK$'000
TERT FHETT
Profit before taxation B A A1 Jm A 71,888 84,004
Adjustments for: A
Share of profit of an associate FEAE B 2 2 B (19,713) (20,157)
Depreciation of property, plant M s RREB
and equipment e 18,713 13,073
Amortisation of prepaid operating & 48 & 7 & 5K 1A
lease payment 35 2,005 2,005
Amortisation of intangible assets | B = 6,762 2,000
Loss on disposal of property, plant & ¥ % - # 28 & 5%
and equipment & 18 391 99
Provision for inventory obsolescence [ & 77 & # & 598 5,333
Loss on disposal of an investment BB R E WX E1E
property 66 -
Interest income B U A (917) (402)
Interest expenses ME X H 2,321 1,221
Fair value gains of derivative TTEELRMIARFE
financial instruments 2N (79) -
Fair value gains of REMERTE
investment properties pifl - (1,700)
82,035 85,476
Changes in working capital: LEER 22
— Decrease in non-current rental —ERBHEER R D
deposits 960 2,084
- Increase in inventories —TFEE M (18,649) (35,479)
— Decrease/(increase) in trade — FEURBR TR A, (3 )
receivables 2,442 (30,781)
— Increase in other receivables, —HtERR EHe Rk
deposits and prepayments TE 15 FRAE 0 (9,876) (10,781)
— (Decrease)/increase in trade —ERER CRA) /180
payables (10,039) 16,690
— (Decrease)/increase in other — H A R B
payables and accrued charges 2A ORD) g (7,917) 8,474
— Decrease in amount due from — JE Y Bk & N B FRIE R
an associate - 2,931
Net cash inflow generated from REEE RS
operations AR 38,956 38,614
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30. NOTE TO THE CONSOLIDATED CASH FLOW

STATEMENT (continued)

(b) Analysis of changes in financing during the year

30. EBHEREKRMTE (&)

(b) EXRFHEAREZB DN

Bank loans

RITEER
2006 2005
HK$’000 HK$'000
TER FAET
As at 1 March R=H 31,084 32,772
New bank loans raised ¥ E iR g 88,598 74,000
Repayment of bank loans EERITEE (72,532) (75,688)
Exchange adjustment E 53R 667 -
As at 28 February RZ_AZ+/\H 47,817 31,084

31. CONTINGENT LIABILITIES 1. HAREE
Group Company
58 N
2006 2005 2006 2005
HK$’000 HK$'000 HK$’000 HK$'000
TER TAET TERT TAET
Guarantees for banking RIB QA2 RIT
facilities of subsidiaries EEELER (i) - - 218,343 346,475
Guarantees for general #Belle International
banking facilities granted 2 B /&2 7] 2 — %
to subsidiaries of Belle RITEEFEDER

International (Note 18) (fiF5E18) 31,330 61,800 31,330 61,800
31,330 61,800 249,673 408,275
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31. CONTINGENT LIABILITIES (continued) 3. FREE (&)

(i) As at 28 February 2006, HK$84,619,000 (2005: (i) RZEERF-_A=-_+N\A"
HK$74,722,000) of the above banking facilities 84,619,000 T (T HF:
were utilised. 74,722,000 T) 2RITEEE

WENA -
32. COMMITMENTS 32. E&IE

(a) Capital commitments (a) BEREE
As at 28 February 2006, the Group had capital RZFBERF_A-F+NA K
commitment contracted but not provided for in EEBHEETIRDITAERE
respect of leasehold improvements amounting to 2 EARFEELR /571,407 78 7T
approximately HK$571,407 (2005: HK$727,988). 2T RF 727,988 ) °
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32. COMMITMENTS (continued) 32. &I (&)

(b) Commitments under operating leases (b) R&HERAIE

As at 28 February 2006, the Group had future
aggregate minimum lease payments under non-
cancellable operating leases in respect of land
and buildings as follows:

Not later than one year BB —F
Later than one year and not later HBA—FETHBBADLSF
than five years

RZEEZRNE_A-+N\HB XK
SEHIHEEF A BEHELE
MEAXNZ ARKEHES B
LU

Group
S
2006 2005
HK$’000 HK$'000
FTERT TET

165,677 132,896

146,423 132,706

312,100 265,602

The payments of operating lease rentals of certain
retail outlets are based on the higher of a minimum
guaranteed rental and a sales level based rental.
The minimum guaranteed rental has been used to

arrive at the above commitments.

The Company did not have any commitments as
at 28 February 2006 (2005: Nil).
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32. COMMITMENTS (continued)

(c) Commitments on royalty payments

32. &iE (40

(c) BEFEXIE

As at 28 February 2006, the Group had future RZFZEAFZAZF+N\A K
aggregate minimum roya|fy payments under non- SERBTAIBEHENE R ZE
cancellable royalty agreement as follows: XMZARRKEENEBBEN
T
Group
£

2006 2005
HK$'000 HK$'000
FER THETT

Not later than one year
Later than one year and not later
than five years

BB —F 9,649 11,340
BB —FETEBEF
21,791 16,058

31,440 27,398

33. RELATED PARTY TRANSACTIONS

Key management compensation

BB.EBIRS

T2EBRAEME

Group
56

2006 2005
HK$’000 HK$’000
FET FET
Basic salaries and allowances FLR S B N R B 4,993 4,690
Bonuses TE4T 3,553 4,584
Pension scheme contributions RKAEFET 8 2 R 45 48
8,591 9,322
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34. EVENTS AFTER THE BALANCE SHEET DATE 34 KEHREE
On 3 April 2006, share options with rights to subscribe R_ZEERFHA=ZR AEEET
for a total of 21,520,000 shares of the Company at a EEREIERTUAER28758T
subscription price of HK$2.875 per share were granted 1T ETTEE $£21,520,000/% 7
to certain directors and employees of the Group. All NAZBMHRRE-FRERT 2R
of the options granted have vesting periods of one to RENTEHEAE —ZNE WHER
four years and shall expire on 2 April 2012 or 2 —E-_FHAZHH T -IF
April 2014. MmA—HEH-
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