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FINANCIAL HIGHLIGHTS - HALF YEAR TO 30TH JUNE, 2006
B E — R F TN ANA =T HIEEFE

e Turnover amounted to HK$1,181.4 million, representing 22.1% increase o EEIEINN22 1%Z1,181,400,000/% 7T
e Profit for the period increased by 30.3% to HK$305.4 million o HAIE A H130.3%2= 305,400,0007%8 7T
e Earnings per share increased 14.9% to HK cents 36.05 o HRRABFIENN14.9%ZE36.05781

e Interim dividend of HK cents 14.5 per share o FEIRRSER14.55E
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FiREREEAERAT 02

FINANCIAL RESULTS
UEGES

The Board of Directors (the “Board”) of Lifestyle International Holdings Limited (the — FligBIBrE@EMAR AR ([AQE] S [FIEEER]) £EE5H
“Company” or “Lifestyle International”) is pleased to announce the unaudited ([ZE /) RASH AR B NMEWE QT (5FH A%
consolidated results for the six months ended 30th June, 2006 of the Company andits B ]) B#E =TT XF XA =+ B IEAEA 2 REEZEE
subsidiaries (collectively the “Group”), together with comparative figures for the previous ¥4 - ERIEF R Z LREFMT:

period, as follows:

AR SR ER
BE_FENFNA=1HINEA

CONDENSED CONSOLIDATED INCOME STATEMENT
For the six months ended 30th June, 2006

Six months ended 30th June,
BEAA=+THLEAER

2006 2005

ZEERE —ETRF

NOTES HK$'000 HK$'000

5T FH&T FAT

(Unaudited) (Unaudited)

(REBE) (REEEZ)

Turnover e 1,181,410 967,870
Cost of sales and direct operating expenses HENAREELEHY 5 (546,119) (449,885)
Gross profit £/ 635,291 517,985
Other income EAbA 79,685 44,206
Distribution costs DEAR (281,807) (236,472)
Administrative expenses THAY (46,294) (36,340)
Investment income FEWA 6 832 4,319
Fair value changes on investment properties BEMENTFEE - 700
Finance costs EhE AR 7 (29,868) (16,252)
Share of profit of a jointly controlled entity FE(E —R RS EEEHE T 3,456 385
Profit before taxation BB AR T 361,295 278,531
Taxation IR (58,503) (50,851)
Profit for the period AHARE A 302,792 227,680

Attributable to: JERERS

Equity holders of the Company RRAFRRER 305,375 234,301
Minority interests DER RS (2,583) (6,621)
302,792 227,680

Dividends ¥ 10 152,460 154,629
Earnings per share — basic (HK cents) BGARZEF| —FA (Bl 1 36.05 31.37




G EEEaER
REEAEAA=AE

CONDENSED CONSOLIDATED BALANCE SHEET
At 30th June, 2006

30th June, 31st December,
2006 2005
ZEERE —TTREF
~A=+H +=—A=+—H
NOTES HK$'000 HK$'000
FisE TH#xT FET
(Unaudited) (Audited)
(REBEZ) (Bez=1%)

Non-current assets SERBEE
Investment properties WA 12 23,300 23,300
Property, plant and equipment I EN N ] 13 2,287,643 2,326,861
Interests in a jointly controlled entity R—RERFH B 440,184 436,728
Amount due from a jointly controlled entity ER—REREFIEEERIE 82,034 82,034
Deferred tax assets BIERIEA E 13,694 11,477
Available-for-sale investments AHEERE 124,631 61,111
Index-linked notes BRI EE 14 303,221 -
3,274,707 2,941,511

Current assets MEBEE

Inventories =& 63,295 58,009
Trade and other receivables JRE MST B R % L A R s T 15 89,835 118,530
Amount due from a jointly controlled entity FER—REREFIEEERIE 10,118 10,118
Tax recoverable A eI IR - 818
Structured bank deposit SRITHEB T 50,000 50,000
Bank balances and cash WITBERAS 2,083,775 2,450,205

2,297,023

2,687,680
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CONDENSED CONSOLIDATED BALANCE SHEET (continued) HRGEEERER (B

At 30th June, 2006 REZFEENFANA=1H
30th June, 31st December,
2006 2005
ZEERE ZZTREF
~A=+H +=ZA=+—H
NOTES HK$'000 HK$'000
MisE THET FT
(Unaudited) (Audited)
(RIEE%) (#ez=12)
Current liabilities nBEE
Trade and other payables FERTBR R R E b FE T 5RIH 16 614,673 807,061
Tax payable FEHTIIE 73,329 57,356
Amount due to a jointly controlled entity JEN —R LRSI EEERIE 92,266 101,500
Obligations under finance leases — AR K ENE — —FNEIE
due within one year 29 39
Derivative financial instrument THEEMIA 2,211 -
Bank borrowings, secured — BEPRITIEE ——FRIEH
due within one year 165,688 165,688
948,196 1,131,644
Net current assets MEVEEFE 1,348,827 1,556,036
4,623,534 4,497,547
Non-current liabilities FERBEE
Obligations under finance leases — RS A FYE — —FETIH
due after one year - 10
Bank borrowings, secured - due after one year AEMRITIEE ——FE I H 1,020,000 1,100,000
Deferred tax liabilities ELERIEAE 40,187 30,344
1,060,187 1,130,354
3,563,347 3,367,193
Capital and reserves BARREE
Share capital (&N 17 8,470 8,470
Reserves Gl 3,499,038 3,317,468
Equity attributable to equity holders RAFIEERE S
of the Company 3,507,508 3,325,938
Minority interests LER R 55,839 41,255
3,563,347 3,367,193




CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the six months ended 30th June, 2006

GRS EE R
HE2—FZTNNFNNA=FHIENEA

Attributable to equity holders of the Company

KARRERTDS
Retained
Share profits
Asset based  Invest- (accumu-
Share Share revaluation Exchange payment ment lated Minority
capital premium  reserve  reserve  reserve  reserve  losses) Total interests Total
B it REER %
BA BhEE EfRE  ERRE  HREE  RERE (ZAEB) @ REER fob
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HKS'000
Tér  TEr FEr  TEr  FEx  TEr  TExr  TEr  TEr TEn
At 1st January, 2005 W-ZZRFE-F-H 7470 2,483,151 - - - - (703191) 1,792,430 - 1,792430
Exchange differences arising on translation REERENERRR 8
of foreign operations recognised directly in equity EBEECERER - - - 17 - - - 17 2 Y]
Profit for the period EEER - - - - - - 24301 234,301 (6621) 227,680
Total recognised income and expense for the period THRERARARR 8% 7470 2,488,151 - 17 - - (468,390) 2,026,748 (6,59) 2,020,152
Acquisition of a subsidiary WE-ZHBAR - - - - - - - - (10339)  (1033%9)
Contribution from minority shareholders DURRTE - - - - - - - - 16935 16,935
Dividend paid BIRARS - (154629) - - - - - (154629) - (154629)
At 30th June, 2005 RZZERE A=1H 7470 2333522 - 17 - - (468890) 1,872,119 - 1872119
Fair value changes on available-for-sale investments AREERENTHES - - - - - 1079 - 1079 - 179
Deferred tax liability arising on fair value changes on ARELEREATEES
available-for-sale investments EEZELRESE - - - - - (2240) - (2240) - (2240)
Surplus on revaluation of properties upon ERERENERL
transfer to investment properties EENERS - - 4,484 - - - - 4,484 - 4,484
Deferred tax liability arising on revaluation of properties ERMFELVERNERR - - (804) - - - - (804) - (804)
Exchange differences arising on translation of foreign operations # & N EKES 2 EX 25 - - - 2318 - - - 2318 8) 222
Net income/expense recognised directly in equity ERRNEREAIMA/FXFE 740 233852 3,680 2,335 - 10559 (468,890) 1,888,676 (86) 1,888,590
Profit for the period EEER - - - - - - 305077 305077 (8861) 296,216
Total recognised income and expense for the period THRERARARR 8% 7470 2,333522 3,680 2335 - 10559 (163813) 2193753 (8.947) 2,184,806
Issue of shares Rk 1,000 1,254,000 - - - - - 1,255,000 - 1,255,000
Recognition of equity-settled share based payments BARREERD - - - - 1400 - - 1,400 - 1,400
Expenses incurred in connection with the issue of shares Bk DFEFW - (30840) - - - - - (30,840) - (30840)
Contribution from minority shareholders DURRTE - - - - - - - - 50202 50202
Dividend paid BIRARS - (93375) - - - - - (93375) - (93375)
At 315t December, 2005 %:??ﬁﬁ':ﬂiﬂ'*ﬁ 8470 3463307 3,680 2,335 1,400 10559 (163813) 3,325,938 41255 3367193
Fair valuie changes on available-for-sale investments AREERENTHES - - - - - 29003 - 29003 - 29003
Deferred tax liability arising on fair value changes on ARLERE ?@ )
available-for-sale investments EEUEUEIEQL - - - - - (5,076) - (5,076) - (5076)
Exchange differences arising on translation of foreign operations #E BN ERES 2 ER 25 - - - 428 - - - 428 (23) 405
Net income/expense recognised directly in equity HERMERERZMA/BFE 84710 3463307 3,680 2763 1400 34486 (163813) 3350293 41232 3391525
Profit for the period REBRRH - - - - - - 305375 05375 (2583) 302792
Total recognised income and expense for the period TEREEER L&A&E}ﬁii@%ﬁ 8470 3463307 3,680 2763 1,400 34486 141562 3,655,668 38649 3,694,317
Recognition of equity-settled share based payments BARREERD - - - - 4,300 - - 4,300 - 4,300
Contribution from minority shareholders SERREE - - - - - - - - 1719 17,19
Dividend paid BRARE - (152460) - - - - - (152460) - (152460)
At 30th June, 2006 e vy e ol = 8470 3310847 3,680 2,763 5700 34,486 141,562 3,507,508 55839 3563347
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT HRGERETRER
For the six months ended 30th June, 2006 [ E T NFANA=FHIEANEA

Six months ended 30th June,
BEAA=+RHLEAEA

2006 2005
ZEERE —TTREF
HK$'000 HK$'000
THET FHEIT
(Unaudited) (Unaudited)
(REBE) (CREEER)
Net cash from operating activities KEEBAEReFE 245,298 117,757
Net cash used in investing activities wERDFAR & FHE
Acquisition of a subsidiary (net of cash and cash W —5KiE A7 GOk ATEEA
equivalents acquired) ReRReEEY) - (465,581)
Acquisition of index-linked notes WA B HE BN R AR (310,300) -
Purchase of available-for-sale investments AR ERE (34,517) (25,253)
Other investing cash flows EMREReRE (21,754) (11,567)
(366,571) (502,401)
Net cash used in financing activities BE REFTAR & FE
Repayments of borrowings BRES (80,000) (132,930)
Other financing cash flows EfmERSRE (165,157) (120,131)
(245,157) (253,061)
Net decrease in cash and cash equivalents RekReEBYREE (366,430) (637,705)
Cash and cash equivalents at beginning BB RS ED
of the period 2,450,205 2,039,046

Cash and cash equivalents at end of the period, HRe RReEEY:
representing bank balances and cash BRITREGE RIRE 2,083,775 1,401,341




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1.

Basis of Preparation

The condensed Consolidated financial statements have been prepared in
accordance with the applicable disclosure requirements of Appendix 16 to the
Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) and with Hong Kong Accounting Standard (the
"HKAS") 34 Interim Financial Reporting.

Significant Accounting Policies

The condensed Consolidated financial statements have been prepared on the
historical cost basis except for certain properties and financial instruments, which
are measured at fair values.

The accounting policies used in the condensed consolidated financial statements
are consistent with those followed in the preparation of the Group’s annual financial
statements for the year ended 31st December, 2005. The Group has also applied
all the Hong Kong Financial Reporting Standards ("HKFRSs"), Amendments and
Interpretations issued by the Hong Kong Institute of Certified Public Accountants
(the "HKICPA"), which are either effective for accounting periods beginning on or
after 1st December, 2005 or 1st January, 2006 in the current period. The adoption
of these HKFRSs, Amendments and Interpretations has had no material effect on
how the results for the current or prior accounting periods are prepared and
presented. Accordingly, no prior period adjustment has been required.

In addition, the following accounting policies have been adopted during the period
in respect of the index-linked notes and derivative instruments acquired by the
Group in the current period.

Index-linked notes

Index-linked notes are hybrid instruments that contains embedded derivatives.
The Group has designated the index-linked notes as “financial assets at fair value
through profit or loss” upon initial recognition in accordance with HKAS 39. The
notes are carried at fair values, with changes in fair values recognised in profit or
loss.

AR & AT IR R M

1.

mAERE

HREAMBRRIREEERARIMERADF
(TBE22 P ) s % LR RIS 6 2 B RER IR E - AR
EEETHER ([BEEFHER]) 34 SR MM EHRE

FTEFFHBR
PR BMRIIRIBE L AT ERE HETY
XN R TARNUAFERF-

R AMBERRAMRASH BERARAAEREE—
EEAFE T A=+ BUEFE2FUBRRARAE
BB AEEYRARREREESHIAE ([F
BEFMAR]) A R RF T A—H%=
TERF-A-RsSzkRRz et RERZ e E
B EREER ([EEUBHMSEN]) BITARR
B-RNZER BV REEA BRI AR E L EHA
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS A4 &M Bz M= (&)

(continued)
2. Significant Accounting Policies (continued) 2. XESHBX (B)
Derivatives PTETA

Derivatives that are within the scope of HKAS 39 are required to be carried at fair
value at initial recognition at each balance sheet date regardless of whether they
are deemed as held for trading or designated as effective hedging instruments.
Under HKAS 39, derivatives (including embedded derivatives separately accounted
for from the non-derivatives host contracts) are deemed as held-for-trading financial
assets or financial liabilities, unless they qualify and are designated as effective
hedging instruments. For derivatives that are classified as held for trading, changes
in fair values of such derivatives are recognised in profit or loss for the period in
which they arise.

At the date of authorisation of these condensed consolidated financial statements,
the following new HKFRSs, Amendments and Interpretations issued by the HKICPA
were in issue but not yet effective:

HKAS 1 (Amendment) Capital disclosures

HKFRS 7 Financial instruments: Disclosures

HK(FRIC)-INT 7 Applying the restatement approach under
HKAS 29 Financial Reporting in
Hyperinflationary Economies

HK(IFRIC)-INT 8 Scope of HKFRS 2

HK(IFRIC)-INT 9 Reassessment of embedded derivatives

HK(IFRIC)-INT 10 Interim Financial Reporting and Impairment

The directors anticipate that the adoption of these new HKFRSs, Amendments
and Interpretations in future periods will have no material impact on the financial
position of the Group.

FEBEEGRAIEIVRBEANZITET R NE4L
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REE7H E b
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(continued)
3. Turnover

Turnover represents the net amount received and receivable for goods sold by
the Group to outside customers, less returns and allowance, income from
concessionaire sales, services income and rental income is analysed as follows:

G S M MRME (&)

3. EER
EEREASER AN ERNE R R EIR
TFERMRE RER LR EEHE WA REKA
ARAEEWA EAMTT

Six months ended 30th June,
BEAA=+HILEAEAR

2006 2005
ZEERE —EThHF
HK$'000 HK$'000
FHET FHT
Sales of goods — direct sales EmE —EEHE 729,560 574,342
Income from concessionaire sales FETEMEHERA 403,806 337,175
Rental income HeWA 20,285 29,978
Services income BRISUA 27,759 26,375
1,181,410 967,870
4. Segment Information 4. DEER
Geographical segments Hhfz 535

The Group's operations are located in Hong Kong and Shanghai, the People’s
Republic of China (the “PRC"). The location of the Group's operations are the basis
on which the Group reports its primary segment information for the current period.

For the six months ended 30th June, 2006

AEEEBRNES R EARLRE ([F8)) L.
AEEEB S AR R B R LA EES A
e

BE_FEFREANA=Z+THLEAEA
Consolidated

Hong Kong PRC total
i Gl A
HK$'000 HK$'000 HK$'000
TH#xT TH#xT THET

Turnover =
External sales HINEE 1,061,020 120,390 1,184,410

Result E3

Segment result DEPELE 391,459 (3,752) 387,707
Share of profit of a jointly controlled entity FEE—RERESI T 3,456 3,456
Finance cost BB R AR (29,868)
Profit before taxation BB AR T 361,295
Taxation TIa (58,503) (58,503)
Profit for the period N EAR A 302,792
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(continued)
4. Segment Information (continued) 4. AEBER (B

For the six months ended 30th June, 2005 HE_TTRAFA=THISNEAR

ARG EMBERRME (@)

Consolidated

Hong Kong PRC total
B & ireuagE
HK$'000 HK$'000 HK$'000
FHET FET FAT
Turnover Ak ey
External sales HHMEE 888,237 79,633 967,870
Result E
Segment result DEBELE 323,675 (29,977) 293,698
Fair value changes on investment properties LEYFERATEEY 700 700
Share of profit of a jointly controlled entity FEAE — SRR B 38 A 385 385
Finance cost BhE AR (16,252)
Profit before taxation BB AR 278,531
Taxation FiIa (50,851) (50,851)
Profit for the period AN EA RS A 227,680
5. Cost of Sales and Direct Operating Expenses 5 HERAFAREELERX
Six months ended 30th June,
BERNA=+THLEAEA
2006 2005
ZEERE —ETRF
HK$'000 HK$'000
FHET FT
The cost of sales and direct operating expenses HENAREELEHY
are analysed as follows: DT
Cost of sales SHEERL AR 522,453 406,740
Direct operating expenses EELERX 23,666 43,145

546,119

449,885




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 4R &M Bk KM (2)

(continued)
6. Investment Income 6. REWA
Six months ended 30th June,
BEAAZ+HLEREA
2006 2005
ZEERE —EThF
HK$’000 HK$'000
F#x FEL
Fair value (loss) gain in respect of: ATFIEAB 2 A FE (B18) W
Investments held for trading FEEERE - 2,747
Index-linked notes (note) EIR BRI (M EE) (7,579) -
Derivative financial instrument (note) PrESmT A (M) (2,211) -
Gain on disposal of investment HERE W 3,610 1,572
Interest income on: IATIER 2 FILSHA:
Index-linked notes EIR BN AR 6,452 -
Derivative financial instrument TESEIA 560 -
832 4,319
Note:  Fair value changes excluded net interest income of index-linked notes and derivative Miz: ATEZHTEEEESHBARERITESRIA T
financial instrument. BUAHEE-
7. Finance Costs 7. BERAK
Six months ended 30th June,
BEAAZ+HLEREA
2006 2005
ZEERE —EThF
HK$'000 HK$'000
F#ExT FHET
Interest on: ATIEB ZH &
Bank loans, overdrafts and other borrowings ERRAFREBBEEZRITER BX
wholly repayable within five years REMEE 29,566 16,023
Finance leases AEMEL 4 6
Others FAh 298 223

29,868 16,252
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS  fRA4GR S F R M (&)

(continued)
8. Profit before Taxation

8. BRBLADER

Six months ended 30th June,
BEAA=THLEREAR

2006 2005
ZEERE —EERF
HK$'000 HK$'000
FiET FAT

Profit before taxation has been arrived at BRERLEFE R THIIER -

after charging:
Depreciation e 64,627 58,451
Loss on disposal of property, plant and equipment  H &% BE & & EHEE - 41
and after crediting: REt ATFER -

Interest income FEHA 45,079 15,057
Gain on disposal of property, plant and equipment &% BE K& ERE 46 -

9. Taxation

Six months ended 30th June,
BEAA=+THLEAER

2006 2005
ZEERE —ZETRHF
HK$'000 HK$'000
F#ET FHT

The charge comprises: S TSIES
Hong Kong Profits Tax BENER 55,953 50,851
Deferred tax RIERIE 2,550 -
58,503 50,851

The charge represents provision for Hong Kong Profits Tax calculated at 17.5%

(2005: 17.5%) of the estimated assessable profit for the period.

S TYR AR 2 R R BUE FIR17.5% (Z2E R

F:17.5%) A EEBMN S B E-



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(continued)

10.

11.

12.

13.

Dividends

During the period, a dividend of HK cents 14.4 (2005: HK cents 12.1) per share with
special dividend of HK cents 3.6 (2005: HK cents 8.6) per share was paid to
shareholders as the final dividend for the year ended 2005 (year ended 2004).

The directors have declared an interim dividend of HK cents 14.5 (2005: HK cents
12.5) in cash per share to the shareholders of the Company whose hames appear
in the Register of Members on 1st September, 2006.

Earnings per share

The calculation of basic earnings per share attributable to the ordinary equity holders
of the Company for the six months ended 30th June, 2006 is based on the profit for the
period attributable to the equity holders of the Company of HK$305,375,000 (2005:
HK$234,301,000) and on the 847,000,000 shares (2005: 747,000,000 shares).

No diluted earnings per share has been presented for both periods as the exercise
price of the Company’s outstanding options (after adjusted for share-based
payment) was higher than the average market price of the Company’s shares
during both periods.

Investment Properties

At 30th June, 2006, the directors estimated the carrying amounts of the investment
properties do not differ significantly from that which would be determined using
fair values at the balance sheet date. Consequently, no fair value gains or loss has
been recognised in the current period.

Property, Plant and Equipment

G S M MRME (&)

10.

11.

12.

13.

BRE

A ARRE MERIRN RS SR1448IL (ZFFH
F12.081) BRI BER3.6EI (ZZERE:86
B ERBE-TThFLFE (BE_TTHEE
FE) 2 RERE -

BN _TERNFNA-BEIIBEREM 2 AR AR
REKRSTHREERI145E (ZZZTRF 1258
fili) =

ZRAEF

BEZTTREAAZTRIEAEAZAAR S ERR
RIEMEGREARBNTYIRA R A R R RR S EF
305,375,000/ 70 (= FZF 14 234,301,000/ 7C) K&
847,000,000f% % 7 (= FZ h4F :747,000,0008%) &5

HAARRBIRITEBBIER RO R BER 217
BN RN N ZMIESEZ FEHE s
S %M EHE Z SR EER T -

REME

WEZTRFERNA=TH B REME ZRAE
HZEHEAZAFARE RHETENREAER-
B bt - FE A AR N A SR (e A P{E B AR

- -BERRE
Six months ended
30th June, 2006
BHE_ZEFEAEX~A=1+H

W=7~ 1E A

HK$'000

FHET

Carrying value at 1st January, 2006 RZZEZERF-A—HZFREE 2,326,861
Additions NE 25,554
Disposals & (145)
Depreciation e (64,627)
Carrying value at 30th June, 2006 RZBEERFAA=ZTHZEEE 2,287,643
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(continued)
14. Index-linked Notes

ARG EMBERRME (@)

14, BRIEEHAERE

The index-linked notes are denominated in United States Dollars with interest rates
linked with Constant Maturity Swap (CMS) rates or United States Treasury securities
at constant maturity (CMT) rates. The maturity dates of the index linked notes
ranges from 2008 to 2016 and are therefore classified as non-current. They are
stated at fair value on each balance sheet date provided by independent financial
institution.

15. Trade and Other Receivables

Included in trade and other receivables are trade receivables of HK$29,374,000
(31st December, 2005: HK$48,119,000). The Group's retail sales to customers are
mainly on cash basis, either in cash, debit card or credit card payments. The Group
does not have a defined fixed credit policy as its major trade receivables arise
from credit card sales. An aged analysis of the Group's trade receivables at the
respective balance sheet dates is as follows:

15.

ERIR B SRIRIASE T AHE - ) o B[ i HAPR 5 BRI
SR E FE HIIR R AT E 2 52 BB B 2 8 o B PR B
BEFZBFENF - ZTN\FE-T—RF Bt
DERIFRE WIZRBET SREEMRHSEERZ
AR

FEL BR 33 R HL At FE L SR 08

RS BR 0 R E At FE MR B 2 5+ A BB MR BR 529,374,000
T (ZEZRFTZA=1T—H:48,119,000/T) - A&
ERERIEHNTEHEE T B LIRS ET RS 2
BRReEA R R R A EE E ERKEZCR A=A
RS AR EEEBR - ANEER S H B2 IR
RERERR O :

30th June, 31st December,

2006 2005

ZEERE —TTRHF

AAZ+H t-A=+-8

HK$'000 HK$'000

THET FAT

0-30 days 0% 30H 22,436 42,726
31-60 days 31£260H 6,212 5,267
61-90 days 61£90H 624 2
Over 90 days HB3#90H 102 124
Trade receivables FEURBR TR 29,374 48,119
Other receivables At FE W RIE 60,461 70,411
89,835 118,530




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 4R &M Bk KM (2)

(continued)
16. Trade and Other Payables 16. ERERRREMENTIE
Included in trade and other payables are trades payables of HK$128,382,000 (31st A BR R Re EL A ST RRIE 2 5T A FE ST AR 7128,382,000
December, 2005: HK$160,683,000). An aged analysis of the Group’s trade payables BT (ZEERF+ZA=+—H:160,683,000/%T)
at the respective balance sheet dates is as follows: REERSHEER 2 BNRFRROTAT
30th June, 31st December,
2006 2005
ZEERE —TTRF
~A=+H t-A=+—H
HK$'000 HK$'000
FHET FHT
0-30 days 0&30H 92,338 138,417
31-60days 31£260H 19,727 13,508
61-90 days 61£290H 13,105 3,931
Over 90 days #83890H 3,212 4,827
Trade payables JERTARK 128,382 160,683
concessionaire sales payable FERT R RT BB E RIE 295,179 410,309
Other payables E A FEATFRIE 191,112 236,069
614,673 807,061
As at 30th June, 2006, included in concessionaire sales payable are amounts of RIZEERNFANA=TH BN ETEREERETE
approximately HK$5,555,000 and HK$1,617,000 (2005: HK$6,366,000 and FENBBEATARERESITERA R RAEXREK
HK$1,390,000) due to Chow Tai Fook Jewellery Co., Ltd and B AEIKETT CFII) F17 ORI BIRARIE S BIA5,555,0008 7T &
BBRZA 7] in which a related party, Dat6é Dr. Cheng Yu-tung and Dr. Cheng Kar- 1,617,0008 T (ZZZRF: 556,366,000/ 7T &
shun, Henry, directors of the Company, have beneficial interests. The amount 1,390,000/ 70) AR RIMEZEFLEBMUE L RE
was trading in nature and relate to payables arising from concessionaire sales. REBTRHEZE AR ERER ZENEBEHINE
These trading balances are unsecured, non-interest bearing and repayable BT EIEHE TEAIENFIBAR W ERFEH A
according to the terms of the concessionaire dealership agreement. KR 8 AR TR B S R T e
The concessionaire sales payable at the balance sheet date is with the age within REFEB BT EEHESRIBZ R0 AR

30 days.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(continued)
17. Share Capital

Lifestyle International Holdings Limited 15
MEEREEERAT 16

ARG EMBERRME (@)

17. B
30th June, 2006
and
31st December, 2005
ZEEREARAZ+A

R
—EFRE+-A=+—H
HK$'000
FHT
Ordinary shares of HK$0.01 each HRMEE.01E T2 LB
Authorised: JETE -
2,000,000,000 shares of HK$0.01 each 2,000,000,000% F X EI{EO0.01B T 2 B (7 20,000
Issued and fully paid: BEITRER
847,000,000 shares of HK$0.01 each 847,000,000% & AX EI{E0.0178 7T 2 & 17 8,470

18. Share-based Payment Transactions

The Company has share options scheme for eligible employees and directors of

the Company. Details of specific categories of options are as follows:

18. REINRRZ
ARBBARBAERER NERABIER &4
TERRBIERR Z BT

Option type Date of grant Vesting period Exercise period Exercise price

BREER B BER EREHA fTiEHA iTiEE

2005 7.10.2005 7.10.2006 — 7.10.2006 — HK$12.32
7.10.2008 26.3.2014

—ETRF —ZTERETALEA ZETRFTALEHEE ZEETRFTALAZE 12.32% 7T
—EENF+HLEH —E-WFE=R=+KH

2006 16.3.2006 16.3.2007 — 16.3.2007 — HK$12.74
16.3.2009 26.3.2014

ZETRF ZETARF=ZATH —EEHF=R+RHE —EEHF=RA+HZE 12.74%7T

—EEZNF=A+NH

—E-NFE=ZR=+XH



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(continued)
18. Share-based Payment Transactions (continued)
The following table discloses movements of the Company's share options held by
certain employees and directors during the period:

G S M MRME (&)

18. RBRARRS (&)
TEREBRHNETEERBEMFAARBRE &
B

Outstanding at Granted Outstanding at

Option type 31st December, 2005 during period 30th June, 2006

R-ZTLE RIBERE

+=A=+-H ~A=tH

BRiERE i R AT IE BN E 8 R AT

2005 6,640,000 - 6,640,000

—TTRF

2006 N/A 7,630,000 7,630,000
ZETRF TEA

Exercisable at the end of the period REARA] T17{8 Nil

During the period, share options to a director were granted on 16th March 2006.
The estimated fair value of the options granted on that date is HK$22 million.

The closing price of the Company’s shares immediately before the date of grant
was HK$12.75.

These fair values were calculated using the Black-Scholes pricing model. The inputs
into the model were as follows:

BN ARARRZBERF=A+ER—RESFET
ERE-ZSERERREERAZAAATE
/422,000,0007 7T °

ARRIRHRERFH BRI 2 W ER12758 e

ISR THETHR A0 — TR | e IR A E
RAZBRAZEF 0T

2006 2005

—EERE —ETERF

Weighted average share price IEFHRE 13.09i& T 12.14% 7T
Exercise price I1%E 12.74& 5T 12.32%7T
Expected volatility TEER R I8 30.71% 32.47%
Expected life TEEH4F Af 5.5% 8.54F
Risk-free rate ERBR L& 4.55% 4.18%
Expected dividend yield TEHARR B & 2.52% 2.73%

Expected volatility was determined by using the historical volatility of the Company’s
share price over the previous year. The expected life used in the model has been
adjusted, based on management’s best estimate, for the effects of non
transferability, exercise restrictions and behavioral considerations.

The Group recognised the total expense of approximately HK$4.3 million for the
six months ended 30th June, 2006 in relation to share options granted by the

Company.

FEHIRIBAA R BB BEFE 2 B LR IRETE <%
B A2 B FHEREREEZE R AR
TTER G LB IR IF L 2 S EEMRHE L AR

RBE-ZTRFRAZTHIEAER XEEFAR
B 2 BB AR HE TR B S 48 #R 404,300,000 7T ©
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS  fRA4GR S F R M (&)

(continued)
19. Commitments 19. A&
30th June, 31st December,
2006 2005
ZEERE —TTRE
~A=+H +ZA=+—H
HK$'000 HK$'000
TFH&ET FHET
Capital expenditure in respect of BRABAYE BB KLEE
the acquisition of property, BEETAMERN RS
plant and equipment contracted for MR BHEH 2 ERFAEZ
but not provided in the condensed
consolidated financial statements 16,948 1,739
Capital expenditure in respect of BREBAME BEREE
the acquisition of property, B RETH 2 BAR

plant and equipment authorised
but not contracted for 29,694 15,000




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(continued)
20. Related Party Transactions

G S M MRME (&)

20. FREALRS

(a) Transactions @ x5
During the period, the Group had entered into the following significant BN AEEGHELTAREAT#EITTIERR
transactions with the following related parties: U

Six months ended 30th June,
BEAA=THLEAER

Name of related party Nature of transaction 2006 2005
AHAEANLTZEE Z5HE —EERE —TEREF
HK$’000 HK$'000
FHET FHT
Chow Tai Fook Jewellery Co., Ltd. Income from concessionaire sales (note 1) 3,683 2,607
("CTF Jewellery”)
ARBHRERTARRAR ([FAXBHKRE]) FFATEMEHE WO (FI5E1)
AREHRE2T ORI BRAT] Income from concessionaire sales (note 1) 530 433
(TRAXRB@AIID FFATEMEHE WO (FIEE1)
New World PCS Limited (“New World PCS") Licence fee received (note 1) 227 225
- RRBEFZERAA BT E (BEE1)
(Mt RRBEFE])
Sunny Ocean Investments Limited Lightbox licence fee paid (note 2) - 231
("Sunny Ocean”) B EESTE (HiE2)
Viewide Properties Limited (“Viewide") Rental, management fee and air-conditioning - 21,683
fee paid (note 2)
e BB RERAE (HH32)
Shanghai Joinbuy City Plaza Co., Ltd. Interest income (note 3) - 825
("Property V")
EEANEHTESERAR FLEWA (B7E3)
(MmEEErE])
Property JV Rental and management fee paid (note 3) 72,757 68,177
MESERE ENHEeREES (M:3)
Hong Kong Island Development Limited Rental, vetting fee, air-conditioning charges 16,030 1,931
("HK Island”) and management fee paid (note 4)
BEEERERAR([ES]) ENEE FHER ZRERERE (H:14)
Pollution & Protection Services Limited Cleaning service (note 4) 1,302 -

("PPS")
BESREBRAR (TEHE5))

BERRT (HY5Ea)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(continued)
20. Related Party Transactions (continued)

(@)

)

©

Transactions (continued)
Notes:

(1) CTF Jewellery, @ A%& %Yl and New World PCS are companies in which Daté Dr.
Cheng Yu-tung and Dr. Cheng Kar-shun, Henry, directors of the Company, have
beneficial interests.

(2) Sunny Ocean and Viewide are companies in which Mr. Lau Luen-hung, Thomas (“Mr.
Thomas Lau”) and Mr. Lau Luen-hung, Joseph (“Mr. Joseph Lau"), directors of the
Company, have beneficial interests. Sunny Ocean and Viewide are indirect wholly
owned subsidiaries of Chinese Estates Holdings Limited.

(3) Property JVis a jointly controlled entity in which the Group has 50% interest. During
the period, the Group paid rental and management fee of HK$60,069,000 and
HK$12,688,000 (2005: HK$58,931,000 and HK$9,246,000) respectively to the Property
JV. In addition, the Group charged interest on the amount due from Property JV up
to December 2005.

(4) HKIsland and PPS are companies in which Dat6 Dr. Cheng Yu-tung and Dr. Cheng
Kar-shun, Henry, directors of the Company, have beneficial interests.

Loan

Pursuant to a loan agreement dated 18th November 2004 entered into between
Billion Empire Limited (“Billion Empire”), a wholly-owned subsidiary of the
Company and Dragon Sign Limited (“Dragon Sign”), Billion Empire granted a
loan facility of HK$2,000,000 to Dragon Sign (“Loan Facility”). The Loan Facility
was secured by 50% of the issued share capital of Dragon Sign.

The Loan Facility is interest bearing and had been repaid in full during the
period. Mr. Thomas Lau, a director of the Company; is one of the four directors
of Dragon Sign.

Guarantee

The Property JV, together with the Company, provided a joint and several
guarantee up to an amount of RMB30 million in favour of a bank to secure an
aggregate RMB30 million loan facility granted to Shanghai Ongoing Department
Store Limited, a subsidiary of the Company. The amount utilised as at 31st
December, 2005 amounted to RMB30 million. The loan facility expired in April
2006.

Lifestyle International Holdings Limited
FEERERFR AT

ARG EMBERRME (@)

20. BERAEALRS (E)

(a)

(b)

©

x5 ()

fiaE:

(1) AXEKRE BAARRI TR REEEARAR
EX2ERMPIE L RERAB IR E RSSO
ale

(2)  Sunny OceankViewide 3R A RIE S ZIEIK T AR E|
ARG ERERMN AT Sunny Oceank
ViewideSEAE X KB 2 B2 EHMBLRF

Q) MHEEEERAEBERS%ER 2 HEESEEE.
B AEESRMYESECEINEERERE
60,069,000/ 7T % 12,688,000 7T (ZE T H4F:
58,931,000/ 7T 529,246,000/ 7T) ° k51 7R K B gkl
E-ETRF T ARKYES SRR 2 ZCRKERF
&

@) EBEREHISRAARNERSEEHEBLIRER
MELRHEESERNDT]

B

BREARRZENRBRAREEERAR (MER])
HREARAR ([#E]) AL AMA—ZZTN
FH—A+TNBZEFHE RERHERRE
2,000,00087C THEfE ([EREE]) < ERBETIA
BEIEEBITRAS0%EE M-

EXBEREEN ERPAZERE AQRE
EREREEREENREEZ —

HER
MEAEEERARFLRRERIARITIRES
2% AR #30,000,00070 2 &R (EAARFIHTE
RELBAKNBEARAFERERREES LA
FR#530,000,0007T 2 iR =TT RF+ A=+
—B % ERIATEBHA ARES30,000,0007T 5% E
EHXREACR _ETNEMNAER-
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20



INTERIM DIVIDEND
] e B

The Board has declared an interim dividend for the six months ended 30th June, 2006
of HK cents 14.5 (2005: interim dividend HK cents 12.5) in cash per share payable on
6th September, 2006 to shareholders whose names appear on the Register of Members
of the Company on 1st September, 2006.

EEREMBE_TTAEAA=TRIENEATIRA
BEERIBE1458W (ST RE R HRE12.580) - #&R
ZEERFNARBRNTRZZEZTAFNAA—BEIIEAR
AIRRER B AR

CLOSURE OF REGISTER OF MEMBERS

YA IR A 18 T4

The Company’s Register of Members will be closed from 30th August, 2006 to 1st
September, 2006 (both days inclusive), during such period no transfer of shares will
be registered. In order to qualify for the interim dividend, all transfers accompanied by
the relevant share certificates must be lodged with the Company’s branch Share
Registrar in Hong Kong, Computershare Hong Kong Investor Services Limited, Rooms
1712-1716, 17th Floor, Hopewell Centre, 183 Queen'’s Road East, Wanchai, Hong Kong
for registration no later than 4:00 p.m. on 29th August, 2006.

FINANCIAL REVIEW
FA 5 [ e

Turnover and Sales Proceeds

During the first six months of the financial year, the Group has recorded 22.1% increase
in turnover, amounting to HK$1,181.4 million (2005: HK$967.9 million), thanks to the
steady consumer confidence amidst rising wages, stable job market and bullish stock
market in Hong Kong, and the robust economic growth in China. The increase in
turnover is also a result of inclusion of the sales from our new SOGO Tsim Sha Tsui (the
“SOGO TST or TST Store”). The Group's sales proceeds also increased to HK$2,565.7
million (2005: HK$2,114.3 million) with 21.3% growth year-on-year.

Gross Profit and Gross Profit Margin

Gross profit increased by 22.6% to HK$635.3 million (2005: HK$518.0 million) with gross
profit margin, calculated as a percentage of turnover, remained at approximately 53.8%
(2005: 53.5%).

RAHR_FEZRFN\A=ZTRE_ZZTRFNLA—H
(AEMABEERN) BRTEMERDES FE ZHRK
NE BB E R SRR A ERMUERT HRE A
BEXHERBBRERAN _ZERFNAATARTFH

RIERTARAAR 2 EERNBFERSREETRELE
AR AR I AEBET 2/ RER183FETF 712

17121716 EPHERP F B -

EEBRHEMEE

R BEEEANEA AEEMEEERLM22.1% 2
1,181,400,0007 7T (=T Z F 4 :967,900,000/7T) - £ EH
RTE EF BEAHSIRE B SAR T EE & A B AR
REBHB BRI MADESENX ([RPRE]) BN
EAEEEEER M- AEBBEEMBERMES
2,565,700,0004 7T (ZZ & F 4 :2,114,300,000 7T.) + G 1%
£5213%°

EFRENE

EFIHEN122.6%5635,300,0008 7T (—ZFZ 4 :518,000,000
PETL)  IRE ¥R A D AT E 2 BRI MEH54953.8% 87K T
(ZZZRF:53.5%) °
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EBITDA and EBITDA Margin

EBITDA (earnings before interest, tax, depreciation, and amortization) for the six months
ended 30th June, 2006 increased from HK$353.2 million to HK$455.8 million. EBITDA
margin, calculated as a percentage of turnover, increased to approximately 38.6%
(2005: 36.5%).

Profit attributable to shareholders of the Company

Profit attributable to shareholders of the Company increased by 30.3% to HK$305.4
million (2005: HK$234.3 million) was a result of the operating leverage that the Group
is enjoying as sales continued to increase. Earnings per share were HK36.05 cents
(2005: HK31.37 cents).

Selling, Distribution and Administration Expenses

Selling, distribution and administration ("SG&A”) expenses increased approximately
20.3% over the same period last year and represent approximately 27.8% (2005: 28.2%)
of the Group's turnover during the period. While the leveraging effect is more apparent
at our CWB store, the new TST and Jiuguang stores will continue to improve as the
sales increase.

Finance Costs/interest income

Interest expense on bank borrowing has increased compared to the corresponding
period in the previous year as interest rate has continued to climb since the second
quarter last year. On the other hand, benefit from our strong cash flow together with
our high cash position, the higher interest rates during the period has helped generated
higher interest income for the period.

Group’s Liquidity and Financial Resources

As at 30th June, 2006, the Group had HK$2,083.8 million in cash and bank balances
(30th June, 2005: HK$1,401.3 million), HK$1,185.7 million in loans, resulting in a net
cash position of HK$898.1 million. In view of the high cash level and as part of the
treasury functions, the Group has entered into certain principal-protected index-linked
deposits to enhance the Group's overall return on the cash position. These financial
assets have been accounted for in the financial statements as “at fair value through
profit and loss account” and the fair value of those investments at the period end was
HK$303.2 million.

Pledges of Assets
The Group's land and buildings, with a net book value of HK$1,746.8 million as at 30th
June, 2006, were pledged to banks to secure general banking facilities for the Group.

Lifestyle International Holdings Limited 21
FEERERERAT 22

EBITDAXEBITDALL %
HEZZTTRFENA=THIENER ZEBITDA (RALE
T8 PTE KB IERTZF]) 353,200,000/ 703 455,800,000
I MRS XA D LA B ZEBITDALL KA EFAEL
38.6% (ZZZH4F:36.5%)

7y B B B FE (G i

R Y E R E T AR A RIS R R 130.3% &
305,400,000/ 7T, (= ZZ 7147 : 234,300,000/ 7T.) - AL 2 FI
F36.058 (ZZTRF:31.3784L)

SHE - DEHRITHEX

SHE DI R TH R B AF RIEIENN4120.3% « (HA %@ H
& HEREL27.8% (ZZET R :28.2%) 5 Bl 4HE R MBI
RIFREE KB AEE BEMAPERSARAKEEZE
ErEGRESERE-

RAERA,FIEBA
BRMEEEFE_FR-EETT BUERITERZFEH
SRR EF R AR RO R SRE LM
F BB S BABS 2 R IRAA MR RE S WA S
Ao

FEEZRBEERMBFEIR
REZBETZXEANAZ+TA AEEZESRBTETA
2,083,800,0008 ¢ (ZZZ R4, A=+H: 1,401,300,000
L) MEKEERIA1,185,700,000/ 7T EHIR & F5 A
898,100,000/8 Lo £ R IR & Feva M AN R B gt KL E S E IR A
T IS SRR ANE AL B SN 2 2 e [0
WS MEERMBRR AR TRAFETABEE]
2B IR %S E 2 A F{E /303,200,000 7T °

EERME

REZZZTRFAA=+HA - ANEBEEmFES1,746,800,000
BTz T RIEFERAEEATEE —ARITREER TS
RiRITo



OPERATIONAL REVIEW
SR [

Hong Kong

As the Group's key revenue generator, SOGO CWB contributed 82.5% of the Group’s
turnover, an increase of approximately 9.7% year-on-year to HK$974.6 million (2005:
HK$888.2 million). Concessionaire sales revenue, accounting for 69.0% of the store’s
sales during the period under review, increased by approximately 5.6% to HK$1,405.5
million while proceeds from direct sales increased to HK$630.6 million (2005: HK$549.7
million).

SOGO CWB

As the biggest “one-stop-shop” in Hong Kong, SOGO CWB is one of the most popular
shopping destinations for local residents and international tourists. The visitor level
was steady at a daily average of 91,100 (2005: 89,800). The Group witnessed a gradual
change in visitors’ profile with Mainland tourists dispersed throughout the year as
opposed to overloading during the Golden Week since the “Individual Visitor Scheme”
was first introduced in 2003. With its strong brand name and dominant position in the
industry, SOGO CWB is less affected by changes in visitor patterns due to an established
group of loyal local consumers. During the review period, average sales per ticket
increased 11.7% to HK$430.

During the period under review, a full-fledged sales and marketing campaign was
rolled-out to celebrate its 21st anniversary, which helped to achieve an impressive
sales performance during the month of May. The campaign, which included celebrity
endorsed events, family fun games, designer fashion shows, special discounts, and
lucky draw, all generated very positive feedback from customers. Its Thankful Week
promotion, as the grand finale of its Anniversary celebration, achieved record-breaking
daily sales of HK$25.9 million for the Thankful Week, up 4.0% compared to the record
achieved last year.

SOGO Club and SOGO Book Club continued to serve as an effective tool to retain
customers and enhance loyalty. The Group will continue to enhance service offerings
of these units to provide more valued-added services and to act as a leisure corner to
our valued customers.

T

ERAREE T BYEOR HEE S HASEAMER MG
EEZEERRD 5% + IR IENNAI0. 7% E974,600,0005 7T (ZFFH
4 :888,200,000/7T) < FraT MBS BB AL 5 HSH &
Wr2569.0% » HEAN4I5.6%%1,405,500,00078 7T M E S EFT
183N % 630,600,000 7T (=T Z 1 4F :549,700,000/%

JT) °
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SOGO TST

Sales at our second store in Hong Kong, SOGO TST, have generally been in line with
our projection with turnover accounted for approximately 7.5% of the Group’s turnover.
With a sales-based occupancy arrangement, overheads at SOGO TST have been
maintained at a manageable level that this store has been able to contribute profit to
the Group in its first year of operation. Sales from concessionaire counters accounted
for approximately 65.2% of the store’s sales and average ticket price was approximately
HK$259.

The Group has positioned the TST store to serve the younger and trendier market
segment with a portfolio of brands focusing on younger fashion trends. As the store
gradually develops, the Group will continue to calibrate the brand and merchandize
portfolio to cater to the customer profile with an objective of establishing the store as
one of the latest shopping hotspots on the Kowloon Peninsula.

Shanghai Jiuguang

Focusing on the premium high-spending market segment, our Jiuguang store in
Shanghai has continued to gain grounds in the sector and recorded a satisfactory
52.6% sales growth for the first six months of the year. Turnover of this store accounted
for 10.0% of the Group’s turnover and with the sales have been improving, the net
losses incurred last year have been reduced dramatically.

With the growing popularity of the Jiuguang brand in Shanghai, the store demonstrated
overall improvement in its operation throughout the first six months of the year. Visitor
levels also grew significantly, with daily traffic reaching 37,000 and average spending
per ticket remained steady at around RMB222 (equivalent to HK$213).

Concessionaire sales accounted for approximately 89.1% of the store’s revenue with
cosmetics and accessories recording the highest sales among the four categories.

Branding and positioning for the Jiuguang brand were the key business development
initiatives for the period. The Group has launched a series of promotional activities to
augment the brand presence of Shanghai Jiuguang with noticeable improvement
amongst the public and the press as a premium lifestyle department store in Shanghai.

Lifestyle International Holdings Limited
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MARKET OUTLOOK
R

Hong Kong

Stemming from a generally positive first six months in 2006, we maintain a prudent
outlook on the Hong Kong retail market for the rest of the year. The momentum could
be sustainable subject to clearer indications regarding peripheral factors such as
interest rates and oil price movements.

Shanghai and China

In light of the business growth momentum at the Jiuguang store so far, the Group is
confident of sustaining satisfactory growth for the rest of 2006, fuelled by the enhanced
brand equity of Jiuguang and the robust economic growth in China which saw 11.3%
GDP growth recorded in the first half of 2006. In addition, income level, especially
amongst top-tier cities, are set to grow at remarkable rates while income disparity
broadens. This should create an expanding layer of high-spending customers for
premium consumer products that would fit perfectly into the Group's target market
and provide extensive growth potential to the store.

Strategies Going Forward

Causeway Bay flagship store will remain as the primary breadwinner that will continue
to offer the Group stable profit and cash flow. SOGO TST will be an effective brand-
builder to capture a larger market share in order to reinforce our presence and
dominance in Hong Kong. As a new store, we expect business and customer traffic to
build-up gradually as the infrastructure works in the vicinity of the store completes.

We are satisfied with Jiuguang's progress thus far and as Jiuguang's business is still in
anurturing stage, in order to fuel footfall, the Group will continue to introduce innovative
and creative brand promotional and marketing campaigns in order to further reinforce
Jiuguang's position as a premium one-stop lifestyle retailer, targeting middle to upper
income markets in Greater China.

Notwithstanding the uncertainties clouding the global and local economic growth, our
proven business model and strategy together with our strong financial position will
enable the Group to pursue our expansion plans, to focus primarily in China, when
opportunity arises.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
IN SHARES AND UNDERLYING SHARES
B S S AT BRI A f S A B AR A7 2 BB i

As at 30th June, 2006, the interests of the directors and chief executives in the shares ~ R=ZFZTXEFXA =1+ B EERITHAHEAANQ RIS &
of the Company, underlying shares in respect of equity derivatives and debentures of AT M EMESEE (F& BESFMAEED ([E5REK
the Company and its associated corporations (within the meaning of Part XV of the — i]) SEXVER) BARSTAE T A 2 AR RiEEF AR
Securities and Futures Ordinance (“SFO”), which were notified to the Company and &% K EISEHIEXVEBE7RSD E 2 REC ME AN F K
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including — B#ZFravigss (B3R R SIREES KRS IEMZ SO E
interests and/or short positions which they are taken or deemed to have under such  {EstiR BB IR K SOk R) (SRR RS M IS K015
provisions of the SFO) or which were required, pursuant to section 352 of the SFO, t0 352142 3872 # AL IEFT I S50 2 #E25 SRR - R BIFT
be entered in the register referred to therein, or which were required, pursuantto the & AR ES#ITE ST SEZEST BIZBMS AN 7 M B

7.

Model Code for Securities Transactions by Directors of Listed Companies contained in - 32 fr 2 #E 25 & 5140
the Listing Rules to be notified to the Company and the Stock Exchange were as follows:

(1) Long positions in the shares and underlying shares of the Company (1) AATRGREBERG ZHFE
Nature of Total number Total number Approximate
interest and of ordinary of underlying percentage of
Name of director capacity shares shares interest
32 BEEERSS LERAH HERR R 1 4R 8 BAREFT DL
Mr. Thomas Lau Corporate (Note 1) 540,000,000 - 63.75%
EilE-s e Aa (HEED)
Corporate (Note 2) 1,182,500 - 0.14%
AR (KEE2)

Beneficial owner - 8,470,000 (Note 3) 1%

BnlAA (PH5E3)
Note 1:  United Goal Resources Limited (“United Goal”), which has 50% interest in Real Reward Fff5£1:  #EAGReal Reward Limited ([Real Reward] ) 50%##z 2
Limited (“Real Reward"), is ultimately owned by Mr. Thomas Lau and a discretionary United Goal Resources Limited ( [United Goal]) F1%
trust with certain family members of Mr. Joseph Lau as eligible beneficiaries. By virtue BREERAERZEARRBRELETREZ R
of the SFO, Mr. Thomas Lau is deemed to be interested in 540,000,000 shares of the SRS HURIRES MR 18085 E
Company held by Real Reward. #18 YER Real Reward FfT#£540,000,000 A% A8 22 B1AR 1)

R e
Note 2:  Dynamic Castle Limited (“Dynamic Castle") is wholly owned by Mr. Thomas Lau. By Fff5E2:  Dynamic Castle Limited ([Dynamic Castle]) f3 212435
virtue of the SFO, Mr. Thomas Lau is deemed to be interested in 1,182,500 shares of THEZERB RIFFF MIAT RN 212085 R
the Company held by Dynamic Castle. YERDynamic CastleFT#51,182, 5000 AN A R A A
e

Note 3:  These interests represent the interests in underlying shares in respect of share options MiEE3: ZERBIERMEARRR TR EERERHES
granted by the Company to Mr. Thomas Lau as beneficial owner, the details of which A2 BB B R B BRRN T X [AR

are set out in the Section "DETAILS OF OPTIONS GRANTED BY THE COMPANY" below. AR BRI 1B —&e



(2) Interests in the shares of associated corporation (2) tEEEERG 2ER

Approximate

Name of Nature of interest Total number percentage of
Name of director associated corporation and capacity of shares held interest
EEA REEE R ERIEE RS PRk 1 4 gr BAERA D
Mr. Thomas Lau Real Reward Corporate (Note 1) 1 50%
eyt ~a) ()
World First Holdings Limited Corporate (Note 2) 2 100%
("World First”) AR (FiEE2)
(In Members' Voluntary Liquidation)
EEEEARAR (EE])
(I TIRRERFR)
Crystal Key Investment Limited Corporate (Note 2) 1 100%
("Crystal Key") ~aE (H5E2)
Grandville Venture Corp. Corporate (Note 2) 50,000 100%
("Granaville”) AR (FiEE2)
Global Centre Investments Limited Corporate (Note 2) 1 100%
("Global Centre”) AR (FiEE2)
Note 1:  United Goal, which has 50% interest in Real Reward, is ultimately owned by Mr. Thomas MfzE1 : #EGReal Reward 50% M5 2 United Goal R 218478 5 4

Lau and a discretionary trust with certain family members of Mr. Joseph Lau as eligible
beneficiaries. By virtue of the SFO, Mr. Thomas Lau is deemed to be interested in one
share in Real Reward.

Note 2:  United Goal, which has 50% interest in Real Reward, is ultimately owned by Mr. Thomas MiEE2

Lau and a discretionary trust with certain family members of Mr. Joseph Lau as eligible
beneficiaries. World First (In Members' Voluntary Liquidation), Crystal Key, Grandville
and Global Centre are, either direct or indirect, wholly owned subsidiaries of Real
Reward. By virtue of SFO, Mr. Thomas Lau is deemed to be interested in the shares
held by Real Reward directly or indirectly in World First (In Members' Voluntary
Liquidation), Crystal Key, Grandville and Global Centre.

REBRIBmARBBEREETRBZ2EETR
REE BURBE S R E RG] BI85 £ WARER
Real Reward —R& A% 5 AP G #eas o

#E%5Real Reward 50%## 2 2 United Goal R 218478 5 4
REBEZHANABREEEEETRB L 2R ETR
Kkl -EE (FETIRRERER) Crystal Key +

Grandville Kz Global Centre AReal Reward B # sk 2
EIBA R BURERE S KRS 140 21808 5 £ 1538
¥ERReal RewardhiElE (EETRREMBEHE) -
Crystal Key + Grandville & Global Centre B # sk B+
BRI FIEE R

All the interests stated above represented long positions. As at 30th June, 2006, the L2 &R RIFE KT RFRA=TH KRR
directors and chief executive had no short positions recorded in the register required  EE A MBS RAIEB6EREFE 2 ELMILELHES
to be kept by the Company pursuant to Section 336 of the SFO. RATBEH B AR
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SUBSTANTIAL SHAREHOLDERS
EEBOR

As at 30th June, 2006, as far as knowledge of the directors, the following persons

(other than the directors or chief executive of the Company) who had 5% or more

interests in the shares or underlying shares in respect of equity derivatives of the

Company that would fall to be disclosed to the Company under the provisions of

Divisions 2 and 3 of Part XV of the SFO which were recorded in the register required to

be kept by the Company pursuant to Section 336 of the SFO were as follows:

Long position in the shares of the Company

Lifestyle International Holdings Limited 27
FEEREMERAT 28

REZZRFARNA=T B BEEMAN BARFREES K
HEFDIFE336 HIF BN ERMATRE AR R ERNTT
BABESN THALRAR B SAALTE T RABRIAR D
REEAS%IIA LR Mz SREARBES LB RDIE
XV 8052 K3 D EbZ SRR A BT

RARNRDZHE

Approximate

Name of Nature of interest and Total number percentage of

shareholder capacity of shares held interest

BRERAMHE EEEERES FR¥5 R 13 A8 AR a7

Real Reward Beneficial owner 540,000,000 63.75%
BalEEA

United Goal Corporate (Note 1) 540,000,000 63.75%
~a) (FEE)

Asia Prime Assets Limited (“Asia Prime”) Corporate (Note 1) 540,000,000 63.75%
~A) (FEET)

Go Create Limited (“Go Create”) Corporate (Note 2) 540,000,000 63.75%
~a) (ffEE2)

Chow Tai Fook Enterprises Limited (“CTF") Corporate (Note 2) 540,000,000 63.75%

BARBEEERAR ([AXRE]) ~a) (FfEE2)

JPMorgan Chase & Co. Investment Manager/Custodian 75,962,500 8.97%
BEEETTEA

Note 1:

Note 2:

Note 3:

Asia Prime which is wholly owned by Mr. Thomas Lau, holds more than one-third of the
entire issued share capital of United Goal, a 50% shareholder of Real Reward. By virtue of
the SFO, Asia Prime and United Goal are deemed to be interested in the shares held by
Real Reward.

Go Create, a company wholly owned by CTF of which family members of Dat6 Dr. Cheng
Yu-tung have controlling interests, has 50% interest in Real Reward. By virtue of the SFO,
CTF and Go Create are deemed to be interested in the shares held by Real Reward.

Mr.Thomas Lau is deemed to be a substantial shareholder who is interested in 540,000,000
shares of the Company (approximately 63.75%) and 1,182,500 shares (approximately
0.14%) of the Company held by Real Reward and Dynamic Castle respectively. Mr. Thomas
Lau also holds 8,470,000 share options (approximately 1%) granted by the Company as
beneficial owners. Details of his interests are set out in Section under “DIRECTORS" AND
CHIEF EXECUTIVE'S INTERESTS IN SHARES AND UNDERLYING SHARES".

All the interests stated above represented long positions. As at 30th June, 2006, the

substantial shareholders of the Company had no short positions recorded in the register

required to be kept by the Company pursuant to Section 336 of the SFO.

i
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SHARE OPTION SCHEME
SR RERT 3

The Company's share option scheme (the “Scheme”) was adopted for a period of 10
years commencing 27th March, 2004 pursuant to a written resolution of the sole
shareholder for the purpose of providing incentives or rewards to selected full-time
employees and directors for their contribution to the Group. Details of the Scheme
was subsequently disclosed in the Company'’s prospectus dated 31st March, 2004.

Under the Scheme, the Company may grant options to selected full-time employees
and directors of the Company and its subsidiaries, to subscribe for shares in the
Company. Additionally, the Company may, from time to time, grant share options to
eligible advisors and consultants to the Company and its subsidiaries at the discretion
of the Board of Directors.

The total number of shares in respect of which options may be granted under the
Scheme is not permitted to exceed 10% of the shares of the Company in issue at any
point of time, without prior approval from the Company’s shareholders. The number
of shares issued and to be issued in respect of which options granted and may be
granted to any individual in any one year is not permitted to exceed 1% of the shares
of the Company in issue at any point in time, without prior approval from the Company's
shareholders. Options granted to substantial shareholders, independent non-executive
directors, or any of their respective associates (including a discretionary trust whose
discretionary objects include a substantial shareholder or an independent non-
executive director or a company beneficially owned by any substantial shareholder or
independent non-executive director of the Company) in excess of 0.1% of the
Company'’s share capital or with a value in excess of HK$5,000,000 must be approved
in advance by the Company’s shareholders.

Option granted must be taken up within the time limit specified in the offer letter
(which shall not be later than 5 days from the date of offer), upon payment of HK$1 per
option. Options may be exercised at any time during a period commencing on or after
the date on which the option is accepted and deemed to be granted and expiring on a
date to be notified by the Board to each grantee which shall not be more than 10 years
from the date on which the option is accepted and deemed to be granted. The exercise
price is determined by the directors of the Company, and will not be less than the
higher of (i) the closing price of the Company’s shares on the date of grant, (i) the
average closing price of the shares for the five business days immediately preceding
the date of grant; and (iii) the nominal value of the Company’s share.
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DETAILS OF OPTIONS GRANTED BY THE COMPANY
EN/NEIEE Gl i P

As at 30th June, 2006, options to subscribe for an aggregate of 14,270,000 shares of ~ RZZZTRFXNA=+H H0 L XFTHE AR RIREZT
the Company which were granted to a director (as disclosed above) and certain full- &I/ —&E S M5 T 2BE S & H A {728 4 14,270,000

time employees pursuant to the Scheme remained outstanding, details of which were  BEANA RIRE(D B 5 R 171 2 R REIB 0 T :

as follows:
Number of share options
BREYE
Outstanding Outstanding
asat Granted Exercised Lapsed Cancelled asat
1st January, during during during during 30th June, Subscription
Date of grant 2006 the period the period the period the period 2006  Option period price per share
RIBERE e
-A-8 ~A=+H
BHAH HRITE HpyiE BT B%H s HATE BRESR BRIEE
Director
£z
Mr.Thomas Lau  7/10/2005 840,000 - - - - 840,000  7/10/2006 -26/3/2014 HK$12.32
Blesh “ETRFTALA (Note 1) 123257
ZZERETALHEE
ZT-PEZR=1/AH
(FizE1)
16/3/2006 7,630,000 - - - 7,630,000 16/3/2007 -26/3/2014 HK$12.74
ZEEREZATA (Note 2and 3) 127857
e iy R N=E
ZT-PEZRZ1/A
(Fr2k3)
Employees 711072005 5,800,000 - - - - 5,800,000  7/10/2006 -26/3/2014 HK$12.32
&8 “ETRFTALA (Note 1) 123257
ZZERETALHEE
ZE-MF=A=1/H
(FitzE1)

Total 6,640,000 7,630,000 - - - 14,270,000

a5t




Notes:

1. The options, granted on 7th October, 2005, are exercisable from 7th October, 2006 to 26th
March, 2014 (both days inclusive) subject to the following vesting period:

(i) up to 40% of the options commencing 7th October, 2006,

(i) up to 70% of the options (including the options not exercised under the limit prescribed
for in the previous period) commencing 7th October, 2007;

(i) - up to 100% of the options (including the options not exercised under the limit prescribed
for in the previous periods) commencing 7th October, 2008.

2. The options, granted on 16th March, 2006, are exercisable from 16th March, 2007 to 26th
March, 2014 (both days inclusive) subject to the following vesting period:

(i) up to 40% of the options commencing 16th March, 2007,

(i) up to 70% of the options (including the options not exercised under the limit prescribed
for in the previous period) commencing 16th March, 2008;

(iii)y - up to 100% of the options (including the options not exercised under the limit prescribed
for in the previous periods) commencing 16th March, 2009.

The grant of such options was subsequently approved by independent shareholders on 26th
April, 2006.

3. The closing price of the shares of the Company, immediately before the date on which the
options were granted on 16th March, 2006, is HK$12.75.

4. According to the Black-Scholes pricing model (the “Model”), the fair value of the options granted
during the period was estimated at HK$22 million. The variables used in the model were as
follows:

Weighted average HK$13.09 based on weighted average share price of the Company
share price over the previous year

Expected volatility 30.71% historical volatility of the Company’s share price over
the previous year

Expected life 5.5 years based on management’s best estimate, take into
account non-transferability, exercise restrictions and
other behavioural considerations

Risk-free rate 4.55% reference to yield of 10-year Exchange Fund Notes in
March 2006
Expected dividend 2.52% based on historical dividend yield of the shares of the
yield Company over 12-month period

This Model was developed to estimate the fair value of publicly traded options that
have no vesting restriction and are fully transferable. As the Company's share options
have characteristics significantly different from those traded options, and the value of
the share options varies with different variables of certain subjective assumptions,
any change in the variables so used may materially affect the estimation of the fair
value of the share options.
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ADDITIONAL INFORMATION
HoAtE R

EMPLOYEES

As at 30th June, 2006, the Group had a total of about 1,045 employees in Hong Kong
and 407 employees in the PRC. The cost of employees (excluding directors’
emoluments) amounted to approximately HK$93.5 million (2005: HK$74.6 million). The
Group ensures that the pay levels of its employees are competitive according to market
trend and its employees are rewarded on a performance related basis within the general
framework of the Group's salary and bonus system.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S
SECURITIES

There was no purchase, sale or redemption of shares of the Company by the Company
or any of its subsidiaries during the six months ended 30th June, 2006.

CODE ON CORPORATE GOVERNANCE PRACTICES

The Company has complied with the code provisions laid down in the Code on
Corporate Governance Practices (the “CG Code") as set out in Appendix 14 of the
Rules Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”).

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code”) set out in Appendix 10 of the Listing Rules as its own
code of conduct regarding Directors’ securities transactions. Specific enquiry has been
made to all Directors, and the Directors have confirmed that they complied with all
the relevant requirements as set out in the Model Code during the period.

AUDIT COMMITTEE

An Audit Committee was established by the Company to review and supervise the
financial reporting process and internal control procedures of the Company. The Group's
interim results for the six months ended 30th June, 2006 was reviewed by the Audit
Committee.

The Audit Committee of the Company comprises of four Independent Non-executive
Directors, namely, Mr. Lam Siu-lun, Simon (Chairman of the Audit Committee), Mr.
Cheung Yuet-man, Raymond, The Hon. Shek Lai-him, Abraham and Mr. Hui Chiu-chung.
Mr. Lam is a certified public accountant.

REMUNERATION COMMITTEE

A Remuneration Committee was established by the Company to consider the
remuneration of the directors and senior management of the Company. The
Remuneration Committee comprises of three Independent Non-executive Directors,
namely, Mr. Lam Siu-lun, Simon, The Hon. Shek Lai-him, Abraham and Mr. Hui Chiu-
chung and one executive director, Mr. Lau Luen-hung, Thomas who also chairs the
Remuneration Committee.
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APPRECIATION
S

The Board would like to thank the management and all our staff for their hard work
and dedication, as well as our shareholders and loyal customers for their support to
the Group and its business.

On behalf of the Board

Lifestyle International Holdings Limited
Lau Luen-hung, Thomas

Managing Director

Hong Kong, 8th August, 2006

EXRBNAEEEREZRET ZSNTH FLEERAE
SEB) AR B OBEE - BEHAEE R XS R
NZFHBARDH B -

RREER

TR EEERAR
EFRE

2R

& —TZREN\ANR



paliWIT Ssaid [eldueUld 8UQ! (48lulld pajwI Jewlod :udisaq ‘P11 AAIBO ¥d! 1101euIpI0-0D



Lifestyle International Holdings Limited T +852 2833 8338 BRI EEE AR A
20/F,, East Point Centre, 555 Hennessy Road F +852 28312972 B IR E R e 7HB555%
Causeway Bay, Hong Kong info@lifestylehk.com.hk RAFL20E

www.lifestylehk.com.hk



