The Company was incorporated as an exempted company with
limited liability in the Cayman Islands with its shares listed on The
Stock Exchange of Hong Kong Limited (“Stock Exchange”). The
addresses of the registered office and principal place of business of
the Company are disclosed in the Corporate Information section to
the annual report. The Company’s ultimate holding company is Real
Reward Limited ("Real Reward”), a company incorporated in the
Cayman lIslands.

The consolidated financial statements are presented in Hong Kong
dollars, which is the same as the functional currency of the
Company.

The Company acts as an investment holding company. The
principal activities of its principal subsidiaries are the operation of
“lifestyle” department stores and property holding.

In the current year, the Group has applied, for the first time, a
number of new Hong Kong Financial Reporting Standards
("HKFRS"s), Hong Kong Accounting Standards ("HKAS”s) and
Interpretations (hereinafter collectively referred to as “new HKFRSs")
issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA") that are either effective for accounting periods
beginning on or after 1st December, 2005 or 1st January, 2006. The
application of the new HKFRSs 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.

The Group has not early applied the following Standards and
Interpretations issued by Hong Kong Financial Reporting
Interpretations Committee that have been issued but are not yet
effective.
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HK(IFRIC) - INT 8 Scope of HKFRS 2 *

HK(FRIC) - INT 9 Reassessment of embedded derivatives *

HK(FRIC) - INT 10 Interim financial reporting and impairment 8

HK(FRIC) - INT 11 HKFRS 2 - Group and freasury share
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Notes to the Financial Statements BAF# &M :

for the year ended 31st December, 2006 BE=—2EAF+-A=1+—ALEE

! Effective for annual periods beginning on or affter 1st January, 2007.

2 Effective for annual periods beginning on or after 1st March, 2006.

3 Effective for annual periods beginning on or after 1st May, 2006.

4 Effective for annual periods beginning on or affer 1st June, 2006.

5  Effective for annual periods beginning on or affer 1st November, 2006.

¢ Effective for annual periods beginning on or after 1st March, 2007.

The directors of the Company anticipate that the application of the
above Standards and Interpretations will have no material impact
on the results and financial position of the Group.

The consolidated financial statements have been prepared under
the historical cost convention, as modified for investment properties
and certain financial instruments, which are measured at fair value,
as explained in accounting policies set out below.

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on the Stock
Exchange and by the Hong Kong Companies Ordinance.

Basis of consolidation
The consolidated financial statements incorporate the financial
statements of the Company and ifs subsidiaries.

The results of subsidiaries acquired or disposed of during the year
are included in the consolidated income statement from the
effective date of acquisition or up to the effective date of disposal,
as appropriate.

Where necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies into line with those
used by other members of the Group.
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Basis of consolidation (continued)
All infra-group transactions, balances, income and expenses are
eliminated on consolidation.

Minority interests in the net assets of consolidated subsidiaries are
presented separately from the Group’s equity therein. Minority
inferests in the net assets consist of the amount of those interests at
the date of the original business combination and the minority’s
share of changes in equity since the date of the combination.
Losses applicable to the minority in excess of the minority’s interest
in the subsidiary’s equity are allocated against the interests of the
Group except to the extent that the minority has a binding
obligation and is able to make an additional investment to cover
the losses.

Revenue recognition

Revenue is measured af the fair value of the consideration received
or receivable and represents amounts receivable for goods and
services provided in the normal course of business, net of discounts
and sales related taxes.

Sales of goods are recognised when goods are sold and fitle has
been passed.

Income from concessionaire sales is recognised upon sales of goods
by the relevant shops.

Services income is recognised when services are rendered.

Minimum guaranteed sales commission is recognised in
accordance with terms of contracts.

Interest income is accrued on a fime proportion basis by reference
to the principal outstanding and at the effective interest rate
applicable.

Dividend income from investment is recognised when the
shareholders' right o receive payment have been established.

Investment properties

On initial recognition, investment properties are measured at cost,
including any directly aftributable expenditure. Subsequent to initial
recognition, investment properties are measured using the fair value
model. Gains or losses arising from changes in the fair value of
investment property are included in profit or loss for the period in
which they arise.
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Notes to the Financial Statements BAF# &M :

for the year ended 31st December, 2006 BE=—2EAF+-A=1+—ALEE

Property, plant and equipment

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

Depreciation is provided to write off the cost of items of property,
plant and equipment over their estimated useful lives and after
taking intfo account of their estimated residual value, using the
straight-line method.

Assets held under finance leases are depreciated over their
estimated useful lives on the same basis as owned assets, or where
shorter, the term of leases.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to arise
from the continued use of the asset. Any gain or loss arising on
derecognition of the asset (calculated as the difference between
the net disposal proceeds and the carrying amount of the item) is
included in the income statement in the year in which the item is
derecognised.

Jointly controlled entities

Joint venture arrangements that involve the establishment of a
separate entity in which venturers have joint control over the
economic activity of the entity are referred to as jointly controlled
entifies.

The results and assets and liabilities of jointly controlled entities are
incorporated in the consolidated financial statements using the
equity method of accounting. Under the equity method,
investments in jointly controlled entities are carried in the
consolidated balance sheet at cost as adjusted for post-acquisition
changes in the Group’s share of the profit or loss and of changes in
equity of the jointly controlled entities, less any identified impairment
loss. When the Group’s share of losses of a jointly controlled entity
equals or exceeds ifs interest in that jointly controlled entity (which
includes any long-term interests that, in substance, form part of the
Group’s net investment in the jointly controlled entity), the Group
disconfinues recognising its share of further losses. An additional
share of losses is provided for and a liability is recognised only to the
extent that the Group has incurred legal or constructive obligations
or made payments on behalf of that jointly controlled entity.
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Jointly controlled entities (continued)

When a Group entity fransacts with a jointly controlled entity of the
Group, unrealised profits or losses are eliminated fo the extent of the
Group’s interest in the jointly controlled entity, except to the extent
that unrealised losses provide evidence of an impairment of the
asset transferred, in which case, the full amount of losses is
recognised.

Leases

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership to
the lessee. All other lease are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised in the
consolidated income statement on a straight line basis over the
term of the relevant lease. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the carrying
amount of the leased asset and recognised as an expense on a
straight line basis over the lease term.

The Group as lessee

Assets held under finance leases are recognised as assets of the
Group at their fair value at the inception of the lease or, if lower, at
the present value of the minimum lease payments. The
corresponding liability o the lessor is included in the balance sheet
as a finance lease obligation. Lease payments are apportioned
between finance charges and reduction of the lease obligation so
as to achieve a constant rate of interest on the remaining balance
of the liability. Finance charges are charged directly to profit or loss.

Rentals payable under operating leases are charged to profit or loss
on a straight-line basis over the term of the relevant lease. Benefits
received and receivable as an incentive to enter into an operating
lease are recognised as a reduction of rental expense over the
lease term on a straight-line basis.

Inventories

Inventories, which represent merchandise held for resale, are stated
at the lower of cost and net realisable value. The cost of
merchandise is determined by the retail method and is computed
by reference to the retail selling price of goods less the average
gross profit margins. Net realisable value represents the estimated
selling price in the ordinary course of business less the estimated
costs necessary to make the sale.
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Notes to the Financial Statements BAF# &M :

for the year ended 31st December, 2006 BE=—2EAF+-A=1+—ALEE

Financial instruments

Financial assets and financial liabilities are recognised on the
balance sheet when a Group entity becomes a party to the
contractual provisions of the instrument. Financial assets and
financial liabilities are initially measured at fair value. Transaction
costs that are directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than financial assets
and financial liabilities at fair value through profit or loss) are added
to or deducted from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition. Transaction costs
directly aftributable to the acquisition of financial assets or financial
liabilities at fair value through profit or loss are recognised
immediately in profit or loss.

Financial assets

Financial assets are classified info one of the four categories,
including financial assets at fair value through profit or loss, loans
and receivables, held-to-maturity investments and available-for-sale
financial assets. All regular way purchases or sales of financial assets
are recognised and derecognised on a frade date basis. Regular
way purchases or sales are purchases or sales of financial assets
that require delivery of assets within the time frame established by
regulation or convention in the marketplace. The Group’s financial
assets comprise of financial assets at fair value through profit or loss,
loan and receivables and available-for-sale financial assets. The
applicable accounting policies are set out below.

Index-linked notes and equity-linked note

Financial assets at fair value through profit or loss has two
subcategories, including financial assets held for trading and those
designated at fair value through profit or loss on initial recognition.

A financial asset other than a financial asset held for trading may
be designated as at fair value through profit or loss upon initial
recognition if:

¢ such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would otherwise
arise; or

e the financial asset forms part of a group of financial assets or
financial liabilities or both, which is managed and its
performance is evaluated on a fair value basis, in accordance
with the Group's documented risk management or investment
strategy, and information about the grouping is provided
internally on that basis; or
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Financial instruments (continued)

Financial assets (continued)

e it forms part of a contract containing one or more embedded
derivatives, and HKAS 39 permits the entire combined contract
(osset or liability) fo be designated as at fair value through profit
or loss.

Index-linked notes and equity-linked notes are hybrid instruments
that contain embedded derivatives. The Group has designated the
index-linked notes and equity 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.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
At each balance sheet date subsequent to initial recognition, loans
and receivables (including trade and other receivables, structured
bank deposit and bank balances, amount due from a jointly
controlled entity) are carried at amortised cost using the effective
interest method, less any identified impairment losses. An
impairment loss is recognised in profit or loss when there is objective
evidence that the asset is impaired, and is measured as the
difference between the asset’s carrying amount and the present
value of the estimated future cash flows discounted at the original
effective interest rate. Impairment losses are reversed in profit or loss
in subsequent periods when an increase in the asset’s recoverable
amount can be related objectively to an event occurring after the
impairment was recognised, subject to a restriction that the carrying
amount of the asset at the date the impairment is reversed does not
exceed what the amortised cost would have been had the
impairment not been recognised.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either
designated or not classified as any of the other categories. At each
balance sheet date subsequent to initial recognition, available-for-
sale financial assets are measured at fair value. Changes in fair
value are recognised in equity, until the financial asset is disposed
of or is determined to be impaired, at which time, the cumulative
gain or loss previously recognised in equity is removed from equity
and recognised in profit or loss. Any impairment losses on available-
for-sale financial assets are recognised in profit or loss. Impairment
losses on available-for-sale financial assets will not reverse in
subsequent periods in profit or loss.
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Notes to the Financial Statements BAF# &M :

for the year ended 31st December, 2006 BE=—2EAF+-A=1+—ALEE

Financial instruments (continued)

Financial liabilities and equity

Financial liabilities and equity instruments issued by a Group entity
are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial liability
and an equity instrument.

An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its liabilities.
Financial liabilities are classified into financial liabilities at fair value
through profit or loss and other financial liabilities. The Group'’s
financial liabilities comprise of only other financial liabilities. The
accounting policies are set out below.

Other financial liabilities

Other financial liabilities including bank borrowings, trade payables,
concessionaire sales payable, other payables and amount due to a
jointly controlled entity are subsequently measured at amortised
cost, using the effective interest rate method.

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

Derecognition

Financial assets are derecognised when the rights to receive cash
flows from the assets expire or, the financial assets are fransferred
and the Group has transferred substantially all the risks and rewards
of ownership of the financial assets. On derecognition of a financial
asset, the difference between the asset’s carrying amount and the
sum of the consideration received and the cumulative gain or loss
that had been recognised directly in equity is recognised in profit or
loss.

For financial liabilities, they are removed from the Group’s balance
sheet (i.e. when the obligation specified in the relevant contract is
discharged, cancelled or expires). The difference between the
carrying amount of the financial liability derecognised and the
consideration received or receivable is recognised in profit or loss.
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Impairment losses

At each balance sheet date, the Group reviews the carrying
amounts of its tangible assets fo determine whether there is any
indication that those assets have suffered an impairment loss. If the
recoverable amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to its
recoverable amount. An impairment loss is recognised as an
expense immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset in
prior years. A reversal of an impairment loss is recognised as income
immediately.

Share-based payment transactions

The fair value of services received determined by reference to the
fair value of share options granted at the grant date is expensed on
a straight-line basis over the vesting period, with a corresponding
increase in equity (share-based payment reserve).

At each balance sheet date, the Group revises its estimates of the
number of options that are expected to ultimately vest. The impact
of the revision of the original estimates, if any, is recognised in profit
or loss over the remaining vesting period, with a corresponding
adjustment to the share-based payment reserve.

At the time when the share options are exercised, the amount
previously recognised in share-based payment reserve will be
tfransferred to share premium. When the share option are not
exercised at the expiry date, the amount previously recognised in
share based payment reserve will be fransferred to retained profits
(accumulated losses).

Taxation
Income tax expense represents the sum of the tax currently payable
and deferred tax.

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

for the year ended 31st December, 2006 BE=—2EAF+-A=1+—ALEE

Taxation (confinued)

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

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

Deferred tax is calculated at the tax rates that are expected to
apply in the period when the liability is settled or the asset is
realised. Deferred tax is charged or credited in profit or loss, except
when it relates to items charged or credited directly to equity, in
which case the deferred tax is also dealt with in equity.

Foreign currencies

In preparing the financial statements of each individual Group
entity, fransactions in currencies other than the functional currency
of that entity (foreign currencies) are recorded in its functional
currency (i.e. the currency of the primary economic environment in
which the entity operates) at the rates of exchanges prevailing on
the dates of the transactions. At each balance sheet date,
monetary items denominated in foreign currencies are retranslated
at the rates prevailing on the balance sheet date. Non-monetary
items carried aft fair value that are denominated in foreign
currencies are retranslated at the rates prevailing on the date when
the fair value was determined. Non-monetary items that are
measured in terms of historical cost in a foreign currency are not
retranslated.
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Foreign currencies (continued)

Exchange differences arising on the settlement of monetary items,
and on the translation of monetary items, are recognised in profit or
loss in the period in which they arise, except for exchange
differences arising on a monetary item that forms part of the
Group’s net investment in a foreign operation, in which case, such
exchange differences are recognised in equity in the consolidated
financial statements. Exchange differences arising on the
retranslation of non-monetary items carried at fair value are
included in profit or loss for the period except for differences arising
on the retransliation of non-monetary items in respect of which gains
and losses are recognised directly in equity, in which cases, the
exchange differences are also recognised directly in equity.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of the
Company (i.e. Hong Kong dollars) at the rate of exchange
prevailing at the balance sheet date, and their income and
expenses are translated at the average exchange rates for the
year, unless exchange rates fluctuate significantly during the period,
in which case, the exchange rates prevailing at the dates of
fransactions are used. Exchange differences arising, if any, are
recognised as a separate component of equity (the exchange
reserve). Such exchange differences are recognised in profit or loss
in the period in which the foreign operation is disposed of.

Fair value adjustments on identifiable assets acquired arising on an
acquisition of a foreign operation on or after 1st January, 2005 are
freated as assets and liabilities of that foreign operation and
franslated at the rate of exchange prevailing at the balance sheet
date. Exchange differences arising are recognised in the exchange
reserve.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, are capitalised as part of the cost
of those assets. Capitalisation of such borrowing costs ceases when
the assets are substantially ready for their infended use or sale.
Investment income earned on the tfemporary investment of specific
borrowings pending their expenditure on qualifying assefts is
deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period
in which they are incurred.

Retirement benefit costs

Payments to defined contribution retirement benefit plans are
charged as an expense as they fall due.
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Notes to the Financial Statements BA#5# M

for the year ended 31st December, 2006 BE=—2EAF+-A=1+—ALEE

In the process of applying the entity’s accounting policies which are
described in note 3, management has made the following
judgment that has a significant effect on the amounts recognised in
the consolidated financial statements. The key assumptions
concerning the future, and other key sources of estimation
uncertainty at the balance sheet date, that have a significant risk of
causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year, are also discussed
below.

Income taxes

At 31st December, 2006, a deferred tax asset of HK$10,139,000 in
relation to unused tax losses has been recognised in the Group’s
balance sheet. The realisability of the deferred tax asset mainly
depends on whether sufficient future profits or taxable temporary
differences will be available in the future. In cases where the actual
future profits generated are less than expected, a material reversal
of deferred tax assets may arise, which would be recognised in the
income statement for the period in which such a reversal fakes
place.

The Group’s major financial assets and liabilities include bank
balances and cash, available-for-sale investments, index-linked
notes, equity-linked note, borrowings, frade receivables, trade
payables, amount due from/to a jointly controlled entfity,
concessionaire sales payable and bank borrowings. Details of these
financial insfruments are disclosed in respective notes. The risks
associated with these financial instruments and the policies on how
to mitigate these risks are set out below. The management
manages and monitors these exposures to ensure appropriate
measures are implemented on a timely and effective manner.

Currency risk

All index-linked notes and equity-linked note are denominated in
foreign currencies, which expose the Group to foreign currency risk.
The Group currently does not have a foreign currency hedging
policy. However, the management monitors foreign exchange
exposure and will consider hedging significant foreign currency
exposure should the need arises.
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Interest rate risk

The Group is exposed to cash flow and fair value interest rate risk
through the impact of interest rate changes on interest bearing
bank borrowings (bank borrowings carry interest at variable rate
and fixed rate). The interest rates and terms of repayment of bank
borrowings of the Group are disclosed in note 32. The interests on
the Group's index-linked notes are linked with Constant Maturity
Swap (CMS) rates or 3-month United States Dollars London Interbank
Offered Rate (3-month USD LIBOR). The changes of these rates may
have impact on the interest received by the Group.

The Group currently does not have an interest rate hedging policy.
However, the management monitors interest rate exposure and will
consider hedging significant interest rate risk should the need arises.

Credit risk

The Group’s maximum exposure to credit risk in the event of the
counterparties failure to perform their obligations as at 31st
December, 2006 in relation to each class of recognised financial
assets is the carrying amount of those assets as stated in the
consolidated balance sheet. In order fo minimise the credit risk, the
management of the Group has formulated a defined fixed credit
policy and delegated a team responsible for determination of
credit limits, credit approvals and other monitoring procedures to
ensure that follow-up action is tfaken fo recover overdue debts. In
addition, the Group reviews the recoverable amount of each
individual frade receivable regularly at each balance sheet date to
ensure that adequate impairment losses are made for irrecoverable
amounts. In this regard, the directors of the Company consider that
the Group’s credit risk is significantly reduced.

The Group has no significant concentration of credit risk, with
exposure spread over a number of counterparties and customers.

The credit risk on liquid funds, index-linked notes and equity-linked
note is limited because the counterparties are banks with high
credit ratings assigned by international credit-rating agencies.

Price risk

The Group’s available-for-sale investments and equity-linked note
are measured at fair value at each balance sheet date. Therefore,
the Group is exposed to equity security price risk. The management
manages this exposure by maintaining a portfolio of investments
with different risk profiles.
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Notes to the Financial Statements BAF# &M :

for the year ended 31st December, 2006 BE=—2EAF+-A=1+—ALEE

6. Turnover 6. BHEE
Turnover represents the amount received and receivable for goods EEBEAEENAFERAIREFELNE
sold by the Group to outside customers, less returns and allowance, mEM R ERGIEFRERRE RESR - IR
income from concessionaire sales, services income and rental EEBEERA - RFBRAARBSIA - LA
income during the year, and is analysed as follows: NN
2006 2005
ZEEX TERHE
HK$°000 HKS$"000
FHExT T
Sales of goods - direct sales EmifE —EEHE 1,559,895 1,258,538
Income from concessionaire sales B EEEERA 871,761 726,538
Services income BRA WA 56,305 53,953
Rental income i ON 46,954 55,270
2,534,915 2,094,299
The cost of sales and direct operating expenses are analysed as MERALREEKLRY ST :
follows:
2006 2005
—EEXR —RTRHF
HK$°000 HK$"000
THT THT
Cost of sales SHERA 1,112,437 895,033
Direct operating expenses BEREERY 48,778 86,611

1,161,215 981,644




7. Business and geographical segments 7. EBRLED

Geographical segments wEDH

The Group’s operations are located in Hong Kong and Shanghai, REBEBUNES RPEARKLFE ([
the People’s Republic of China (the “PRC"). The location of the Bl1) B o REBEBEAEME AAREEBR
Group’s operations are the basis on which the Group reports its HIEHMERZHEE -

primary segment information.

2006 ZEERE
Income statement &
Consolidated
Hong Kong PRC total
FiE & Fea=g- k]
HK$°000 HK$°000 HK$°000
T#T T#T FHET
Revenue Wz
External sales HIMEE 2,263,422 271,493 2,534,915
Result ES
Segment result DEPELE 857,119 7,077 864,196
Investment income HERA 67,096 - 67,096
Share of results of a jointly controlled entity FEME—RERIERI BB A - 6,768 6,768
Finance costs BB A (75,625)
Profit before tax R ADR T 862,435
Taxation A (124,265) - (124,265)
Profit for the year REEmH 738,170
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Notes to the Financial Statements BAF# &M :

for the year ended 31st December, 2006 BE=—2EAF+-A=1+—ALEE

7. Business and geographical segments (continued) 7. ¥ RES I (&)
Balance sheet BEABER
Consolidated
Hong Kong PRC Total
ik fRE weua
HK$°000 HK$°000 HK$°000
FTHT FHT F#T
Assets BE
Segment assets DEEE 4,646,912 708,829 5,355,741
Available-for-sale investments AHEERE 102,903 - 102,903
Index-linked notes RSN R 272,332 - 272,332
Equity-linked note SAES T 39,371 - 39,371
Interest in a jointly controlled entity R—RERIES B 2 s - 449,324 449,324
Amount due from a jointly controlled entity e — %/ﬁtﬂ% I g FRIE - 12,143 12,143
Loan receivable FERER 37,050 - 37,050
Unallocated assets Kl &E 10,139
Consolidated total assets TEEERE 6,279,003
Liabilities aE
Segment liabilities DEPEE 694,574 288,233 982,807
Unallocated liabilities KHBLa & 1,437,287
Consolidated total liabilities mEAREE 2,420,094
Other information Hipsp
Capital expenditure BEARRY 57,148 40,928 98,076
Depreciation and amortisation e R 99,382 33,185 132,567
Loss on disposal of property, plant and HEWE - BERZE
equipment ZEE 395 - 395
Allowance for bad and doubtful debts RIZRREE 295 - 295
Write-down of obsolete inventories ST S MU 815 447 1,262
2005 —EERF
Income statement e
Consolidated
Hong Kong PRC Total
& R ks
HKS’ OOO HK$'000
FHT FAT FHETT
Revenue Wiz
External sales HIMEE 1,910,352 183,947 2,094,299
Result ¥4
Segment result DEPELE 713,220 (41,495) 671,725
Investment income HERA 1,881 - 1,881
Share of results of a jointly controlled entity B —RERIERIEEEE - 3,624 3,624
Finance costs A& R (51,035)
Profit before tax B AR T 626,195
Taxation HIA (102,299) - (102,299)
Profit for the year RNEEREF 523,896




7. Business and geographical segments (continued)

7. EBRMEED I (&)

Balance sheet AEBER
Consolidated
Hong Kong PRC total
BB A IRA 4R
HKS$"000 HK$ 000 HK$'000
FAT FAT T
Assets BE
Segment assets DEEE 4,659,879 367,026 5,026,905
Available-for-sale investments A HERE 61,111 - 61,111
Interest in a jointly controlled entity R—RERIEH B 2 s - 436,728 436,728
Loan to a jointly controlled entity M—REREHIEEER - 82,034 82,034
Amount due from a jointly controlled M —REREHIE
entity e - 10,118 10,118
Unallocated assets KB &EE 12,295
Consolidated total assets mABERE 5,629,191
Liabilities 8f&
Segment liabilities DEPEE 587,464 321,146 908,610
Unallocated liabilities Ko aE 1,353,388
Consolidated total liabilities mEABEE 2,261,998
Other information Hipsp
Capital expenditure BARFR 81,735 50,591 132,326
Capital addition on acquisition of subsidiaries — WEEHTB A &8 2 &A1 - 240,132 240,132
Depreciation and amortisation e R 94,006 30,965 124,971
Loss on disposal of property, plant and HEME - BEKEE
equipment ol itz 255 - 255
Allowance for bad and doubtful debts RIZERREE 431 5,432 5,863
Write-down of obsolete inventories T EHUR 328 654 982

Over 90% of the Group’s turnover and contribution to operating
profit is aftributable to the operation of department store for
retailing of merchandise. Accordingly no analysis of business
segment is presented.

AEEBE0% S XBNEE RN TRRE L
EHEERRTE  UE2NEBA BN -

8. Other operating income . Hang&& A
2006 2005
—EEXR —TTREF
HK$’000 HK$"000
THERT THET
Cleaning income BRI 16,871 11,674
Interest income on bank deposits RITERZFEWA 92,062 51,800
Interest from a jointly controlled entity W —RERIEFHIE L F 8 - 7.450
Minimum guaranteed sales commission RERBHERS 47,047 40,088
Project income BEEWA 2,723 3,639
Others Hith 23,791 24,336
182,494 138,987
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Notes to the Financial Statements BAF# &M :

for the year ended 31st December, 2006 BE=—2EAF+-A=1+—ALEE

9. Investment income 9. REWA
2006 2005
ZETRE —TTRHF
HK$000 HK$'000
TR FAL
Unlisted FEET
Fair value gain in respect of: IATIEE 2 AT ERE
Index-linked notes (note) BEEEMIRE (M) 32 -
Equity-linked note (note) HESEMIRE () 472
Interest income on index-linked notes EEHBMARIR 2 F BUHA 16,064
Listed £
Gain on disposal of investment held for HERIEETRE
frading W - 1,881
Gain on disposal of available-for-sale HEAHEERE
investments pdll & 49,564 -
Dividend income from available-for-sale AEHEREZRE
investments ON 964 -
67,096 1,881
Note: Fair value changes excluded interest income of index-linked notes and MisT © D EEEB N RIERESEMIRIE &
equity-linked note. BMAZE 2 FISUA
10.Finance costs 10. @& A
2006 2005
—ZTRE ZZTARF
HK$°000 HK$"000
FHET FHIT
Interest on: IATIEE 2 FIE -
Bank borrowings and overdrafts ARAFNEHER 2RITEER
wholly repayable within five years &5 60,684 50,200
Finance leases BMEMELD 9 10
Others Hith 14,932 825
75,625 51,035




Profit before taxation has been arrived at
after charging:

Directors’ remuneration: (note 12)
Fees
Other emoluments
Share-based payment
Retirement benefits scheme conftributions

Other staff costs

Retirement benefits scheme conftributions,
net of forfeited confributions

Share-based payment

Total staff costs

Auditor’s remuneration
Depreciation:

- owned assets

- assets held under finance leases

Allowance for bad and doubtful debts
Write-down of obsolete inventories
Minimum lease payments paid under
operating lease in respect of leasehold
land and buildings to
- ajointly confrolled entity
- other parties
Loss on disposal of property, plant and
equipment

Cost of inventories recognised as expense

Net exchange loss
Share of tax of a jointly controlled entity

and crediting:
Net exchange gain

Gross rental from investment properties
(net of negligible outgoings)

Gross rental from sub-letting of commercial

properties
Less: Direct operating expenses from

commercial properties that generated

rental income during the year

Net rental income

R ATE R 2R
THIER

BE@e - (M&E12)
e
Hoto 5 M
[ESGERE
RIRFEM B

ot

Hith 8§ TR
RIRE R BN
U TR
B3R
@8 THRA
ZEEI S
nE:
-BEEE
—RRERNBEERE

[

RIEIRAEE
I B HUR
REERARTHEL R
BFMAT AL

2 REBLFOR
——FKAREHIEE
—HitATL
HEME - BB RRE
s3]
RAX M2 FERAR
[E B 1EFER
—HKItREHIEREATIR
ARG ATHIER -
BEE 3¢ Wiz R
REMEESER

(kR EXH)
BENEN B AR

B REEEARSERAZ

BRNENEREERX

A RN FE
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400
3,485
10,836
15

14,736
190,752

6,677
8,364

220,529

2,263

132,494
73

132,567
295
1,262

121,847
44,637

395
1,112,437

6,199

4,191

1,004

45,950

(35,300)

11,654

391
2,486
180
14

3,071
154,879

5,810
1,220

164,980

2,450

124,898
73

124,971
5,863
982

118,845
69,394

255
895,033

2,236
3,999

762

54,508

(51,220)

4,050
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Notes to the Financial Statements BAF# &M :

for the year ended 31st December, 2006 BE—FZAF+-A=+—HILEE

12.Directors’ and employees’ remuneration
The emoluments paid or payable to each of the 10 (2005: 12) directors

12EEREEME

[E10% (ZBTRHF : 12%) EFCNIEN

were as follows: ZH&mT
Hui
Lau Doo Tong Cheng Cheng Lau Lau lam  Cheung Chung Shek Chiu
LuenHung,  WaiHoi,  Yuk Lun, Yu  KarShun, LuenHung,  Yuk Wai, SiuLun, Yuet Man, Kwok  Lai Him, Chung, Total
Thomas  William Paul Tung Henry  Joseph Amy Simon Raymond  Cheong Abraham  Stephen 2006
#it
s HEE EXE [ BRE EE BER HEE RIRX EEE R FEh ZZTRE
HK$'000 ~ HK$'000  HK$'000  HK$'000  HKS$'000  HKS'000  HK$'000  HKS$'000  HKS'000  HK$'000  HK$'000 ~ HK$'000  HK$'000
THT THIL THL TAT TAT ThT TiEn T TiEn TET TEIL T T
Fees [k - - - 50 50 50 50 50 50 - 50 50 400
Other emoluments Hio e
Salaries and other He R
benefits il 3438 4 - - - - - - - - - - 3,485
Contributions fo BB
refirement benefits AR
schemes 12 3 - - - - - - - - - - 15
Share-bosed payment B3R5 10,836 - - - - - - - - - - - 10,836
Total emoluments [Exets) 14,286 50 - 50 50 50 50 50 50 - 50 50 14,736
Hui
Lau Doo Tong Cheng Cheng Lau Lau lam  Cheung Chung Shek Chiu
LuenHung,  WaiHoi,  YukLun, Yu KaorShun, LuenHung,  Yuk Wai,  Siulun, YuetMan, Kwok  LaiHim,  Chung, Total
Thomas William Paul Tung Henry Joseph Amy Simon Raymond  Cheong Abraham  Stephen 2005
#it
B A EXE WK BRE il 1 BER HEE RIRX EEHE higH FER “2TiF
HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HKS$'000  HKS'000  HK$'000  HK$'000  HK$'000  HK$'000
THL THL TAT TAT ThT TER FiEn TAT FHL FEL THL T4 TAT
Fees k3 - - - 50 50 50 50 50 50 16 50 25 3N
Other emoluments Eftie
Salaries ond other FeREt
benefits il 2,438 41 7 - - - - - - - - - 2,486
Contributions fo RHEN
refirement benefits FHEIHER
schemes 12 1 1 - - - - - - - - - 14
Share-based payment  BRIAFIFT 180 - - - - - - - - - - - 180
Total emoluments et 2,630 42 8 50 50 50 50 50 50 16 50 25 3,07

Of the five highest paid individuals of the Group for the year ended
31st December, 2006, one of them (2005: one) was a director of the
Company whose remuneration is disclosed above. The remaining
four (2005: four) are employees of the Group, details of whose
remuneration were as follows:

BEZZTRF+-_A=1+—HILFE  F&E
hEEeEHALT  —% (ZFTHF  —F)
RARFES AR LXEE - ZIN0E
(Z2Z0F %) WAKREERES  fE2

e FEHImT

2006 2005
—EEBX —TERF
HK$°000 HK$'000
T#T FEL

Employees: & :
Sales, allowances and other benefits e R REMET 4,667 4,633
Retirement benefits scheme contributions RIKEFETEIHER 48 48
Performance related incentive payments HBRBAARS 2,000 1,250
Share-based payment [ESHEREN 4,045 400
10,760 6,331




12.Directors’ and employees’ remuneration (continued)

The emolument of the remaining four were within the following

12EEREEME (&)

HRpMERSHFALZHMNFATEE :

bands:
2006 2005
:gg;‘; —EEFE
Number of Number of
individuals individuals
HK$1,000,001 to HK$1,500,000 1.000,001/%7T & 1,500,000 7T 1 2
HK$1,500,001 to HK$2,000,000 1.500,001/%7T & 2,000,000 7T 1 1
HK$2,000,001 to HK$2,500,000 2,000,001/ 7T & 2,500,000/ 7T - 1
HK$2,500,001 to HK$3,000,000 2,500,001/ 7T & 3,000,000/ 7T - -
HK$3,000,001 to HK$3,500,000 3,000,001t £ 3,500,0007% 7T 1 -
Above HK$3,500,000 3,500,000/ 7TIA = 1 -

During the year ended 31st December, 2006, no remuneration was
paid by the Group to the director or the four highest paid
employees as an inducement to join or upon joining the Group or as
compensation for loss of office. None of the directors waived any

emoluments during the year.

BEZZTRF+_A=1+—HILFE  F&E
I A = 2k P02 i R B S AR S| B A
AEESERMAREE 2 RS RBERAE - X
AEE  BEEHERERREABE -

13.Taxation 13.%18
2006 2005
ZBERE “TThE
HK$°000 HK$"000
FRT FE7
The charge comprises: S EETHER -
Hong Kong Profits Tax for the year REFFBFIEH 130,930 99,685
Overprovision in prior years: BEFERERE
Hong Kong B (7,052) (700)
123,878 98,985
Deferred tax charge for the year (note 33) NEFREREZ L (F5E33) 387 3,314
124,265 102,299

The charge represents Hong Kong Profits Tax calculated at 17.5%
(2005: 17.5%) of the estimated assessable profit for the year.
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Notes to the Financial Statements BAF# &M :

13.Taxation (continued)

for the year ended 31st December, 2006 BE=—2EAF+-A=1+—ALEE

The charge for the year can be reconciled to the profit before

13. 818 (4)

AEENBIRAX B A W R 2 B ATG N &

An interim dividend of HK cents 14.5 (2005: HK cents 12.5) in cash
per share was paid to the shareholders of the Company during the
year. The final dividend of HK cents 21.0 (2005: HK cents 14.4) with
no special dividend (2005: HK cents 3.6) in cash per share has been
proposed by the directors and is subject fo approval by the
shareholders in the forthcoming annual general meeting.

taxation per consolidated income statement as follows: BRIOR -
2006 2005
=12 —TTHF
HK$°000 HKS$"000
TR Fibs
Profit before taxation BREL A 862,435 626,195
Tax at Hong Kong Profits Tax rates REENGEHBEAEZHIA 150,926 109,584
Tax effect of share of profit of a jointly DME—RERIEG| B EF
controlled entity BB E (1,184) (634)
Tax effect of utilisation of tax losses not BAERIARERATIEERE
previously recognised BB E (463) (2,166)
Tax effect on non-taxable income BARRBA 2 BT (23,490) (10,990)
Tax effect on non-deductible expenses AR H 2 B2 5,928 2,107
Tax losses not recognised KRR IEE B 1,189 16,602
Effect of different tax rates of subsidiaries REM ADERE B A 575
operating in other jurisdictions ZHBRRMETR 2 FE (1,985) (7.285)
Overprovision in prior years BEFE RS (7,052) (700)
Others it 396 (4,219)
124,265 102,299
14.Dividends 14.]2 &

RAFE  ARFARE REBRRIEN A HAE
FRI46BI (ZFTREF  1258() - E=
BHEWR RN RAREG21.08 (ZFF
R 14480 - EIEERIRE (2220
F 3.6 - EBBRBERGBERREERR

BERGHE -



15.Earnings per share
The calculating of the basic and diluted earnings per share
attributable to the ordinary equity holders of the Company is based
on the following data:

15.8KRAEF

ARRIEBEBRREGESRER IR TR
THBUER EISH -

2006 2005

“BEBREF “ETRE
HK$000 HK$'000
TR FHT
Earnings A F
Profit for the year attributable to equity A EERERREERT
holders of the Company for the purposes M5 Z AN RIRREN
of basic and diluted eamings per share RNEEHF 740,170 539,378
2006 2005
—ETRE —TTHEF
000 ‘000
T T
Number of shares Mg B
Weighted average number of ordinary HEEERERAEFmE 2
shares for the purposes of basic earnings T mARNE T &
per share 847,124 777,137
Effect of dilutive potential ordinary shares AN RIBERERT EIE T ] FEAT
issuable under the Company’s share ZECEELTRR o TE
option scheme 719 N/A
T A
Weighted average number of ordinary shares  #itESREFRFME 2
for the purposes of diluted earnings T mARINEF
per share 847,843 N/A
T

No diluted earnings per share had been presented in prior year as
the exercise price of the Company’s outstanding options was higher
than the average market price of the Company’s shares during that
year.

Lifestyle International Holdings Limited — Annual Report 2006 84

MRELFE - ARRHAITEBARE 2 (7EE
BRARRRS 2 FHTE - RAE2FIZFE
ZEREERR -

|85 FlREREEERART — —2TRFFR



Notes to the Financial Statements BAF# &M :

for the year ended 31st December, 2006 BE=—2EAF+-A=1+—ALEE

16.Investment properties 16. &Y
HKS$’000
FAIR VALUE AFE
At 1st January, 2005 RZZETHFE—A—H 9,700
Reclassification from leasehold land RS T REFEHHE
and building 9,300
Increase in fair value recognised s R R 2 A TEE N
in the income statement 4,300
At 31st December, 2005 RZEERF+=-_A=+—H 23,300
Increase in fair value recognised s R R 2 A THEE N
in the income statement 7,648
At 31st December, 2006 RZEERF+-A=+—H 30,948

The carrying amount of investment properties as at balance sheet
dates comprise leasehold land in Hong Kong held under long lease.

The fair values of the Group’s investment properties as at 31st
December, 2006 have been determined by the directors of the
Company. No valuation has been performed by independent
qualified professional valuers. The valuation performed by the
directors of the Company was arrived at by reference to recent

market prices for similar properties.

All the Group’s investment properties are held for rental under

operating leases.

REMERGBER ZRRERENEBRERY
HOsAzEET M -

ARRIEREEAEEREMEN_TTREF
TZA=+—HZATVE - BEBIABREE
HEMRZSDEETHE - ARREFETZ
HEDESZRUMEERTESS -

AEEMBREYEORBEREBOKEIELR
Fls



17.Property, plant and equipment

17.9% - BERRE

Leasehold Furniture
land and Leasehold Plant and fixtures and Motor
buildings improvements machinery equipment vehicles Total
HELH & BE
RigF HEMERE BERME RERBRE RE @t
HK$'000 HK$"000 HK$'000 HK$’000 HK$°000 HK$’000
FHBT AT FHT FAT THT FHT
COSsT %N
At 1st January, 2005 RZTZRF—-A—H 2,481,289 276,791 111,305 37,383 996 2,907,764
Exchange adjustment R - 4,533 76 276 - 4,885
Additions RE - 101,947 17177 12,920 282 132,326
Acquired on acquisition VNG LES N
of subsidiaries - 222,877 3,753 13,502 - 240,132
Reclassified fo investment  EH S EAREME
properties (5,030) - - - - (5,030)
Disposals/written off HeE - (10,825) - (499) - (11,324)
At 31st December, 2005 RZZZRF+-A=1+—H 2,476,259 595,323 132,311 63,582 1,278 3,268,753
Exchange adjustment R - 10,166 155 614 - 10,935
Additions RE - 52,566 30,557 14,754 199 98,076
Disposals/written off & H8E - - - (625) (145) (770)
At 31st December, 2006 RZTZER F+=ZA=1+—H 2,476,259 658,055 163,023 78,325 1,332 3,376,994
DEPRECIATION e
At 1st January, 2005 R-ZEZTRF—A—H 550,092 179,531 77,750 19,998 403 827,774
Exchange adjustment B X R - 386 4 40 - 430
Provided for the year FRTE 46,388 60,886 7,210 10,269 218 124,971
Reclassified fo investment  EH S EAREME
properties (214) - - - - (214)
Eliminated on disposals/ &, /4t
written off - (10,825) - (244) - (11,069)
At 31st December, 2005 RZZEZRF+-A=1+—H 596,266 229,978 84,964 30,063 621 941,892
Exchange adjustment [ERAE - 1,753 125 144 - 2,022
Provided for the year FAME 46,419 62,569 12,951 10,366 262 132,567
Eliminated on disposals/ & #E, /4t
writfen off - - - (260) 92) (352)
At 31st December, 2006 RZTZXF+=-A=1+—H 642,685 294,300 98,040 40,313 791 1,076,129
NET BOOK VALUES REFE
At 31st December, 2006 RZTZXF+-A=1+—H 1,833,574 363,755 64,983 38,012 541 2,300,865
At 31st December, 2005 RZZZRF+-A=1+—H 1,879,993 365,345 47,347 33,519 657 2,326,861
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Notes to the Financial Statements BAF# &M :

for the year ended 31st December, 2006 BE=—2EAF+-A=1+—ALEE

17.Property, plant and equipment (continued)
The above items of property, plant and equipment are depreciated
on a straight-line basis af the following rates per annum:

17.9% - BERRE (&)

it - BERREE
EAHEHE -

BISABEAER T OIS

Leasehold land and buildings Over the lease terms HELTHRETF RAEAFH
Leasehold improvements Over the shorter of the lease terms, HEWMHEEE BRARKFHIZ20%
or 20% (EBEEA%)
Plant and machinery 10% BB R es 10%
Furniture, fixtures and equipment  20% Rl BEEBREE 20%
Motor vehicles 20% A 20%
2006 2005
—EETRE “ETHEF
HK$°000 HKS$’000
TET FAT
The carrying amount of leasehold land and MHE i REFREE -
buildings comprises buildings situated on BIEMRES T
land in Hong Kong: 2T
- long lease —REHEY 475,332 483,701
- medium term lease —rRERFRAY 1,358,242 1,396,292
Property, plant and equipment held under RRERORBEZME
finance lease BB KR 29 102

18.Interests in a jointly controlled entity

At 31st December, 2006, the Group had interests in the following

jointly controlled entity:

18R —RAFEFIEE 2 S

WoFTAET=A=+
FHEHIE A S

Proportion of

—H - AEERTIH

Form of Place of nominal value Proportion
business establishment/ of issued capital of voting
Name of entity structure operation held by the Group power held Principal activity
FEEFRE
EReE EnHREX B3 RS R ERTREEELS BRELLG) FTEEH
BEAERTES Sino-foreign People’s Republic 50% 50%  Property holding and
BRAT equity joint of China leasing
(Shanghai Joinbuy venture hEARLTE MEREREE
City Plaza Co., Ltd.) HINEE

ABLK



18 A—RHAFEZEFIER B (&)
BRERGHEANRZ LREHERE

18.Interests in a jointly controlled entity (continued)
Jointly controlled entity is accounted for using the equity method of

accounting:
2006 2005
—gex —TTRF
HK$°000 HKS$"000
T T
Cost of unlisted investments in a jointly —REREHIERIELT
controlled entity BB A 433,104 433,104
Share of post-acquisition profits DU E 5 10,392 3,624
Share of post-acquisition reserves DMEWE 5,828 -
449,324 436,728
The summarised financial information is set out below: IS ERBnT
2006 2005
—STAE -TTEF
HK$°000 HK$"000
T T
Non-current assets EMBEE 1,472,726 1,621,931
Current assets nBEE 22,706 121,320
Current liabilities MEIAE 183,767 243,297
Non-current liabilities ERBERE 413,017 626,498
Income KA 150,888 141,756
Expenses X 137,353 134,508

19. Bl — R FEEFI TR
A —RHFEH B2 R ARER R EREE
BHH - AEHFR _ZTRF+_A=1—H
A EEAREREERE -

19. Amount due from a jointly controlled entity
Amount due from a jointly controlled entity was unsecured and had
no fixed terms of repayment. The fair value of the balance at 31st
December, 2005 approximated to the corresponding carrying
amount.

The amount was fully repaid during the year. BHETERFRNEEREE -
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Notes to the Financial Statements BA#5# M

for the year ended 31st December, 2006 BE=—2EAF+-A=1+—ALEE

Available-for-sale investments as at each balance sheet date
comprised of equity securities listed in Hong Kong. As at the
balance sheet dates, all available-for-sale investments were stated
at fair values. Fair values of those investments was determined by
reference to bid prices quoted in an active market. Increase in fair
value of available-for-sale investments of HK$43,761,000 (2005:
HK$12,799,000) was credited to equity of the Group during the year,

The index-linked notes are denominated in United States Dollars
with interest rates linked with Constant Maturity Swap (CMS) rates
or 3-month United States Dollars London Inferbank Offered Rate (3-
month USD LIBOR). The index-linked notes are designated as fair
value through profit or loss upon initial recognition as each of them
forms part of a confract containing one or more embedded
derivatives, and HKAS 39 permits the entire combined confract to
be designed as af fair value through profit or loss.

The maturity dates of the index-linked notes ranges from 2008 to
2016 and are therefore classified as non-current. Index-linked note
with a fair value of HK$38,729,000 were redeemed by the issuer on
5th January, 2007. All index-linked notes are stated at fair values
on each balance sheet date provided by independent financial
institutions.

The equity linked note is denominated in United States Dollars with
interest rate linked with market prices of certain equity securities
listed in Hong Kong. The equity-linked note is designated as fair
value through profit or loss upon initial recognition as it forms part of
a contract containing embedded derivatives, and HKAS 39 permits
the entire combined contract to be designed as at fair value
through profit or loss.

The maturity date of the equity-linked note is 2008 and is therefore
classified as non-current. The equity-linked note was redeemed by
the issuer on 3rd January, 2007. It is stated at fair value on each

balance sheet date provided by independent financial institutions.

This represents deposit paid for a medium term prepaid lease
payments in relation to the Group’s new project in Shenyang, PRC.

The amount represents a loan advanced to a third party. It is
secured, bears interest at an effective interest rate of 7.75% per
annum and is repayable after 18 months from November 2006.

REEEHER  IREEREREREELTZ
BAES - EER - AR I ERESEA
FEIIER - ZEREZ A TFENBERRZIRER
TISMMEABREE - AIHHERERFER
243,761,000 T (ZFTFTRF : 12,799,000
BIL) Bt AREEF N 2R 2 -

BEBHMARB IO AT - IR EEFHR
RN T = 8 A R mBERTTRIZEF A -
mREEBHBRESaANEE BRI LR
ETETAZANESRD - MBEBGFLERE
3OMA RN AH A NBRERATETAR
& - RIS R EE R A T ER AR

HESHRE B AN F TR\ FE T
—NEF - BOERIERY - BITAR-TTLF
— AR HERATFEAR38,729,000/8 T2 B
BHEMARYE - A SERHBERINSEEE
RIZMB MSHBAREZ 2 FETIR -

BESBBRBTAETEE  NREETER
ETERAES 2 MERE - AR EESENEIRE
ARBEEASITTAETAZEOETED - MEE
SEPERE IR AFENAHAOBIEERR
FEET ARG - RN HERFIEER A FER
A8 -

HEFHBRBEC AR -TTNF N
RIERD - BEGHAZTEENR _TTLF A
ZHAFTAER - SERBRRENSEEH
RIRMBY M BEBREZ 2 TEIR -

It Tht 2% 55 B 5 ep BERS 2 #10R B SR EATRAD
BENEENRZERE -

BRTENBNTE=D 28 REER &
EBFNXR7 7B R RARE T RF+—
HEEEH 1818 AR EE -



25.Inventories 25. 78

2006 2005
—EERXR “TTREF
HK$°000 HK$'000
THET T
Merchandise held for resale FEFEESEM 63,948 58,009
26.Trade and other receivables 26.FE W BRI H Ath FE I R 1E
2006 2005
—EERE “ZTTREF
HK$°000 HKS$’000
THET TET
Trade receivables FEWARSR 70,135 57,408
Less: Allowance for irrecoverable amounts B AT B SRIE (4,180) (9,289)
65,955 48,119
Other receivables, deposits and prepayments  EEUFIE « e MIBMHFIE 82,759 70,411
148,714 118,530
The Group’s retail sales to customers are mainly on cash basis, either AREFRBEREEHNEEHETBIARS®ET -
in cash, debit card or credit card payments. The Group does not AIABRE MR RSEARNR - AR AEET
have a defined fixed credit policy as its major tfrade receivables DREWKEFFREEAREE NI EETEREE
arise from credit card sales. An aged analysis of the Group’s trade BEhE AEEEWERNEBEEINERD
receivables as at the balance sheet date is as follows: B OENE
2006
—EETRE
HK$°000
THET R
0 - 30 days 0&30H 57,263 42,726
31 - 60 days 31HZE60H 7,105 5,267
61 - 90 days 61HZEQ0H 1,120 2
Over 90 days H#iB90H 467 124
65,955 48,119
The fair value of the Group’s frade and other receivables at 31st AREFEWER N EMERZTER-ZZ,NF
December, 2006 and 31st December, 2005 approximated to the +-A=t—RAER-ZEERF+-_A=1+—HZ
corresponding carrying amount. AT EEABBERERERS
27.Amounts due from/to a jointly controlled entity 27 FEW Mt —REREFIEERE
The amounts are unsecured, interest-free and repayable on ZEFEAEER  RENARERER - P
demand. The fair value of the balances with a jointly controlled —REREH TS AN EEBEERE
entity approximated to the corresponding carrying amount. HE
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Notes to the Financial Statements BAF# &M :

for the year ended 31st December, 2006 BE=—2EAF+-A=1+—ALEE

28.Structured bank deposit 28. EBMHRITER
The structured bank deposit carried interest at variable rate with BEBBRITRERE ZFEFIR B 2 B
reference to Hong Kong Interbank Offered Rate (HIBOR) with the RITER - BEBA-TTAFAANB - T
maturity date on 9th September, 2006. The fair value of this deposit FRZZEERF+ A=+ B2 AV EEIEH
at 31st December, 2005 approximated to the corresponding BREEMES -

carrying amount.

29.Bank balances and cash . RITHEERES
At the balance sheet dates, bank balance and cash comprised REER  ROEGLESTEEEEBTR
mainly short-term deposits which carries interest at market rates. The BMSHETE c HRZZTRF+_A=+—
fair values at 31st December, 2006 and 31st December, 2005 HEZZZRFET A=+ —RAZATEHEER
approximated to the corresponding carrying amount. REAERES °
30.Trade and other payables 30. BN AR R H A B FIR
2006 2005
—ETRE —TTRE
HK$°000 HKS$’000
THET FET
Trade payables FERT BRI 197,279 160,683
Concessionaire sales payable FERT e SRS E IR 502,747 410,309
Other payables, deposits and accrued charges  HEAEMNFUE - e METER 282,771 236,069
982,797 807,061
At 31st December, 2006, concessionaire sales payable included RIZBERF+_A=1+—8  ENEFEIEH
amounts of approximately HKS$11,764,000 and HK$2,576,000 (2005: ERERAEENEBEATRAARKRESIT
HK$6,366,000 and HK$1,390,000) due to Chow Tai Fook Jewellery BRARRAREBHREST ORI BRARN
Co., Ltd. and AXEHKESTT ORI AR A A respectively in which a B RI4911,764,000% 7T % 2,576,000 7T (=
related party, Daté Dr. Cheng Yu-tung and Dr. Cheng Kar-shun, ZETRF : 556,366,000 7T & 1,390,000/
Henry, directors of the Company, have beneficial interests. The TC) e AAFIMBESEBEMP B L RERA
amount was trading in nature and relate to payables arising from BIEAZEAREDER - ZENEBESH T
concessionaire sales. These trading balances are unsecured, non- g ST EIBHEMEAENTERE o kS
interest bearing and repayable according fo the terms of the IR AEIEE - R B N BRBFFEEEEH

concessionaire dealership agreement. FRIRREE



30.Trade and other payables (continued)

3

—_—

An aged analysis of the Group’s trade payables at the balance
sheet dates is as follows:

30. B BRI H At B S FRIR ()
AEEREER 2 EABRFEREDITT :

2006 2005

—EBERXR —EERE
HK$°000 HK$"000

THT FHET
0 - 30 days 0%30H 159,849 138,417
31 - 60 days 31HZE60H 22,653 13,508
61 - 90 days 61HZE90H 9,274 3,931
Over 90 days 23890 H 5,503 4,827
197,279 160,683

The concessionaire sales payable at the balance sheet dates is
aged within 30 days.

The fair values of the Group’s frade and other payables at 31st
December, 2006 and 31st December, 2005 approximated to the
corresponding carrying amount.

.Obligations under finance leases

The average lease term is 4 years. Interest rates underlying all
obligations under finance leases are fixed at respective contract
dates ranging from 4% to 18%. All leases are on a fixed repayment
basis and no arrangements have been entered into for contingent
rental payments.

REH R - B EREE IR BRERE30
HLAR

AREE R REN T TA 4
+oAST-AR-FPRET-A=+-AZ
ATERENERERE -

3. mERNRRE
FHHEBAME - BEBORETAAREZEE
FIERIEREEQ B ERTE - N TFAEZ18E B
BRNEREEEEREER Y - WEHIANES
FFRET S AR 2 B

Present value of

Minimum minimum
lease payments lease payments
RERHREA REBRVRARE
2006 2005 2006 2005
—ETRE —EEREF —ETRE “ETRHEF
HK$°000 HK$’000 HK$’000 HKS$'000
TERT &L T#T T
Amounts payable under finance leases: BERLE T EMAFE
Within one year —FR 12 48 10 39
In more than one year but not exceeding —FRBTBBRF
two years - 12 - 10
12 60 10 49
Less: Future finance charges B BERREER 2 an N/A N/A
FiER TEA
Present value of lease obligations MHAERE 10 49 10 49
Less: Amounts due within one year o IARBBER—FRA
shown under current liabilities B Hz 508 (10) 39)
Amounts due affer one year —F %387 FE - 10
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Notes to the Financial Statements BAF# &M :

for the year ended 31st December, 2006 BE=—2EAF+-A=1+—ALEE

31.0bligations under finance leases (continued) 31.BEHENRE (&)
The Group’s obligations under finance leases are secured by the AEBZ@ERNFAERHBAAZEEEEER
lessor’s charge over the leased assets. o
The directors consider that the carrying amount of the obligations EERR REBRYRAEZREEERATER
under finance leases approximated to their fair value. EZi)
32.Bank borrowings 32.8R1TEE
2006 2005
ZZTRE —RTRHE
HK$°000 HK$'000
FHET FET
Bank borrowings comprised bank RITEERRITETAERK
loans and analysed as: WIRLAT AT -
Secured BiEHE 1,205,897 1,265,688
Unsecured Eiigdie 143,482 -
1,349,379 1,265,688
The maturity profile of the bank borrowings is as follows: RITEEZEBHRBWT
2006 2005
—EEXR ZEThEF
HK$°000 HK$'000
THT FHL
On demand or within one year EZ Rk —FANEERE 249,379 165,688
More than one year, but not exceeding —FHRETRBWE
two years 300,000 160,000
More than two years, but not exceeding WEBBIBB=F
three years 400,000 160,000
More than three years, but not exceeding = FEETBBNE
four years 400,000 780,000
1,349,379 1,265,688
Less: Amounts due within one year shown B FIARB B EN—FREIE
under current liabilities ZHE (249,379) (165,688)

Amount due after one year —F1EEIH 2 FRIE 1,100,000 1,100,000




During the year, the Group obtained new loans, of which
HK$1,200,000,000 is used for refinancing the existing loan and
financing general working capital of the Group. This loan bears

intferest at Hong Kong Interbank Offered Rate plus 0.29% per annum.

Interest is repriced every one month to three months period. The
loan is repayable by installments over a period of five years
commencing 2006. The remaining bank borrowings carried interest
ranging from 4.7% to 6.1% per annum.

At 31st December, 2005, loan amounted to HK$1,260,000,000
carried interest at Hong Kong Interbank Offered Rate plus 0.4% per

annum. Interest is repriced every one month to three months period.

The loan was repayable by installments over a period of five years
commencing 2004. The remaining bank borrowings carried interest
ranging from 4.7% to 5.2% per annum.

The directors consider that the carrying amount of bank borrowings
approximated to their fair value.

At the balance sheet date, the Group has undrawn borrowing
facilities with floating rate expiring within 5 years amounting to
approximately HK$2,800 million (2005: HK$400 million).

Analysis: DI
Deferred tax liabilities EEHIEAE
Deferred tax assets BERIEEE

Net position HER

The following are major deferred tax liabilities and assets recognised

by the Group and movements thereon during the year.
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1,200,000,000% T AR BEERBRE RAAR
KE-REEESRNES - BHETRELR
TTRESFFBIFNZE0.29EF R - MEE—EA
E=[AABEENE - ERE_TTRFED
HNhFEEE - RITEERERFNENT47
BE6IEFER -

RZZZAF+ZA=+—H " BR¥
1,260,000,0008 7L 2 EFIEE BRI TRERS
MEMNEQAREE - FISE—EAZ=EAH
MEHNE - EXE_TZ E@i DERAFE
B - RITEERERFNENFA7EES 22

8 o

o

BEER R fOEEZREEREATERE -

REER  ARERTFENIHZFE *TEHS@E
TR A REE#92,800,000,000/8 7T (—FTHEF -
400,000,000 7T )

34,811 30,344
(10,139) (11,477)
24,672 18,867

NTRASKERRZ T RREEHARBEREEN
R A E

FEBEREEBRAR — —2TRFFR



Notes to the Financial Statements BA#5# M

for the year ended 31st December, 2006 BE=—2EAF+-A=1+—ALEE

At 1st January, 2005 RZZZTRF—-A—H 28,137
(Credit) charge to income for the year (5t A) B EAFEEHRA (837)
Charge to reserve for the year MR BAREEFE 804

At 31st December, 2005 RZTTRF+=A=+—H 28,104
(Credit) charge fo income for the year (3t A\) B BEREERA (951)

Credit to equity for the year AR FE R -
Charge to reserve for the year NBERFERE -

At 31st December, 2006 RZZERF+=ZA=+—AH 27,153

At the balance sheet date, a deferred tax asset has been
recognised in respect of unused tax losses available for offset
against future profits. Certain subsidiaries have suffered losses in
either current or proceeding years and the recognition of the
deferred tax asset is based on expected future taxable profits of
these subsidiaries.

No deferred tax asset has been recognised in respect of tax losses
of subsidiaries in Hong Kong of approximately HK$14.3 million (2005:
HK$9 million) available to offset future profits due to the
unpredictability of future profit streams.

In addition, at the balance sheet date, deferred tax assets have not
been recognised by one of the subsidiaries in the PRC in respect of
tax losses of approximately RMB64,487,000 (equivalent to
approximately HK$61,993,000) (2005: RMB62,950,000 (equivalent to
approximately HK$60,501,000)) available to offset future profits due
to the unpredictability of future profit streams. At the balance sheet
date, an amount of approximately RMB14,060,000 (equivalent to
approximately HK$13,513,000), RMB48,889,000 (equivalent to
approximately HK$46,987,000) and RMB1,538,000 (equivalent to
approximately HK$1,493,000) of the total unused tax losses will
expire in 2009, 2010 and 2011 respectively.

(15,628) - 12,509
4,151 - 3,314

- 2,240 3,044
(11,477 2,240 18,867
1,338 - 387

- (2,240) (2,240)

- 7,658 7,658
(10,139) 7,658 24,672

REER - AEERAHAFERER RN R
PDRREBERDREHIEEAE - A THEAR
RBESRITFERISER - MELERIEEED
RIBU S HE A B TAH B 12 B R T& F T PARE

7
s ©

BREMAREATRR - AEBREHREE
B8 2 R AT (R AREIR 35 B 206 1) 2 BURE B A
14,300,000 7T (ZZZ A4 : 9,000,000/ 7T)
HRIEEHIBEE

AN - PEER - B BRETFIOREATER -
Heh—FHRh Bz B AR ARBR A HtAEER
5 BN 2 TRIBE IR AR #64,487,0007T
(KHEERN61,993,00087T) (ZEZERF : A
R#62,950,0007T (#)48E 17 60,501,000%8
7T)) RBEERIAREE - REER - REAH
TR EEENAR14,060,0007T (KEER
13,613,000/ 7T) + AR#48,889,0007T (£
HEE46,987,000/87T) M AR 1,538,0007T
(KHEER1,493,00087T) - HARIKRZZEN
FE-TER-T—FIH-



34.Share capital

Details of the changes in the Company’s share capital during the
year ended 31st December, 2006 are as follows:

34. 72
HEZTEF+ZA=1+—HLEFE  ARF]
A BB

Number
of shares Amount
A& E 3]
HK$ 000
T
Ordinary shares of HK$0.01 each GREMB0.0E T LRk
Authorised: VERE
At 31st December, 2005 RZZTERFR-FTTRF
and 2006 +=-—B=+—H 2,000,000,000 20,000
Issued and fully paid: BETRAE
At 1st January, 2005 E/‘_ TRFE—A—H 747,000,000 7,470
Issue of shares by placing and subscription BRRE RREBRITRG 100,000,000 1,000
At 31st December, 2005 RZETRF+=ZA=+—H 847,000,000 8,470
Exercise of share options (note) TR () 968,000 10
At 31st December, 2006 RZEZTRF+ZA=+—H 847,968,000 8,480

Note: During the year, 968,000 shares of HK$0.01 each were issued at
HK$12.32 per share upon the exercise of the 2005 share option (as
defined under note 35) of the Company by share options holders and
all these shares rank pari passu with other ordinary shares of the

Company in all respects.

35.Share-based payment transactions

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-fime employees and

directors for their contribution to the Group.

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 fo the Company and its subsidiaries at the

discretion of the Board of Directors.

Lifestyle International Holdings Limited — Annual Report 2006

96|97

L B ARRRBREREATRARA =T
THEBRIE (2R AMIES) RESR12.32
FETLBT4£968,0000 FIREEO.01 /8 T2 IR
1 FERSRANEHERAR AR LR
REHRSES «

35.RBEARRS

AR ﬂWx})a‘%ﬂ&*ﬂﬁﬁziﬁ?ﬁ%%ﬁé%ﬁ%ﬁ%ﬁé?r
2 ([%atdl))  a—FTEME=A=-1TtHE
AETE BERSIEZ2RERRESEHE

SHAREBEAIER R R R EE -

RIEZE S RRAR A RAR A REMBAFE
BEZ2REESNESREBRE - URBAR
AR o S - ARR AT REEREERER
AREREMBARZ A B RERRFE AR
B AE -

FIREREEARAR — — TR FFR



Notes to the Financial Statements BAF# &M :

for the year ended 31st December, 2006 BE=—2EAF+-A=1+—ALEE

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 fime, 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 any of their respective associates) in excess of 0.1% of the
Company’s share capital or with a value in excess of HK$5,000,000
must be also approved 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 affer 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 o 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 (jii)
the nominal value of the Company’s share.

Details of specific categories of options are as follows:

2005 7.10.2005 7.10.2005 -
7.10.2008
—ZTRHEF —ZTRF+A+H —ZTTRF+AERZE
—EENF+A+LH
2006 16.3.2006 (Note) 16.3.2006 -
16.3.2009
ZEERF —EERF=ZA+NH “EERF=ZATSEE
(PH3E) —ETHAF=ZA+H

Note: Option subject to approval of independent shareholders was proposed
and granted by Board of Directors on 16th March, 2006. The approval
was subsequently obtained on 26th April, 2006 which is the date of
grant as defined in accordance with HKFRS2.

MAREARRBRRERAE - BIEZETRE
BBRERT S KA n 88 - TMSEBA R RIRMEM
R 2 AT 19 10% © MARLEARRIRRE L4
e - PMER 4 - BEAIMER A LPTER K
R BRER BT RGBT ZROEE - TS5
BARBMERFEDETRNI% - RTER
BOR - BUFRTEEREMARESEZHEA
T (BRE2EER  MAMEXSABRIE
BRFBULIFPTETHEARESBZBHEA
+) BIBA A BIRA0.1% S EE#E:85,000,000
BTTZ BBIHE - TR AR R RIBRERALE -

Fh 2 BREEN RS IR ERR (TRE
RRERHIEFTSR) NEM - ZRREREN
BRI IBTT - BIRERTNER RS RE
BFHERSZEKREERRAGEARAERE
A ISR AR T - A RER R R
BB BEE B TSHER10F - 1TREHRAK
REEFEE - BMER )R ERRARRFR
YT E ¢ (i) ERR B ER REE % A R
FHKRHE  RA)ARRROEE=E 28
e

BEBRIBEIE 2 FEMT

7.10.2006 - HK$12.32
26.3.2014

“EERFE+HALRE 12.327T
“E-MF=A=+A

16.3.2007 - HK$12.74
26.3.2014

“ERLF=ATRHEE 12.74%7T

—E-F=ZA=+/<H

M. BERR-TERF-A+ARELRRLE
BB 2 BB - ERNMRIRE B
BRELEANF2/AE 2RI AR -_TTRFN
AZ+RAEGHE -



35.Share-based payment transactions (continued) 35. RIS (&)
The following table discloses movements of the Company’s share TERERSTEERESHBAAFERE .
options held by certain employees and directors: 2E)

2006 —BBRF

Outstanding at Outstanding at
31st December, Granted Exercised Lapsed 31st December,
Option type 2005 during year during year during year 2006
R-ZERF R-ZEERE
+ZA=+—-H +-A=+-H
FRiEESE AFRITE FREH FRTE FRXHN HFRITE
2005 —2THEF 6,640,000 - 968,000 670,000 5,002,000
2006 —EFREF N/A 7,630,000 - - 7,630,000
A
Exercisable at end of the year RERA] T1I6 1,420,000
2005 —TTHF
Outstanding at Outstanding at
1st January, Granted Exercised Lapsed 31st December,
Option type 2005 during year during year during year 2005
R-ZTHE RIZTHE
—A—-H +ZA=+-H
FREER HRITHE FREH FRTE FAXN HRITE
2005 —STHF N/A 6,640,000 N/A N/A 6,640,000
TER TEA TiEA
Exercisable at the end of the year  REEAF171# NIL
=
During the year, share options were granted to a director on 16th FR - ARERZZEZERNF=ZA+BRA—ZE
March, 2006. The estimated fair value of the options granted on that ERLERE RNZAREZEREZ ETAF
date was HK$22 million. {6/422,000,000/ 7T °
The closing price of the Company’s shares immediately before 16th ¢ ﬂ%ﬁ}ﬁé%ﬁ%:; ZRE=ZATRBRIERR
March, 2006 and on 26th April, 2006 was HK$12.75 and HK$13.15 —EEXREMA-—RNAZWTESRAE12.75
respectively. BILRI1315HTT ©
These fair values were calculated using the Black-Scholes pricing WERAFETYR (1807 4R BT EE
model. The inputs into the model were as follows: ﬁ.ﬁr# RAZRA 2 EFNT
2006 2005
~BEX —ETERF
Share price on 26th April, 2006 RZTE /\iﬂﬁ TRBZRE HK$13.15 HK$12.15
(2005: 7th October, 2005) (ZZFZ CZETRFE+TALER) 13.1587T 121547
Exercise price 1@ HK$12.74 HKS$12.32
12.74&7T 12.32/87T
Expected volatility TRERR 18 30.71% 32.47%
Expected life Tt 5.5 years 8.5 years
5.5% 8.5%F
Risk-free rate Eidlrge 4.55% 4.18%
Expected dividend yield TEER B X 2.52% 2.73%
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Notes to the Financial Statements H#5# M iE

for the year ended 31st December, 2006 BE=—2EAF+-A=1+—ALEE

Expected volatility was determined by using the historical volaftility
of the Company’s share price in the preceding year. The expected
life used in the model has been made, based on management’s
best estimate and take info account the effects of
non-transferability, exercise restrictions and behavioral
considerations.

The Group recognised an expense in the income statement of
approximately HK$19.2 million (2005: HK$1.4 million) for the year
ended 31st December, 2006 in relation to share options granted by
the Company.

The Group as lessee

At the balance sheet date, the Group had commitments for future
minimum lease payments under non-cancellable operating leases
in respect of leasehold land and buildings which are as follows:

Within one year —FRX
In the second to fifth year inclusive E_ZERF (RREEEME)

Over five years HiBhF

Operating lease payments represent rentals payable by the Group
for leasing commercial properties. Leases are generally negotiated
for an average terms of one to five years and rentals are fixed for
an average of two years except the following:

(0) Lease of Shanghai Joinbuy Cityplaza by Shanghai Ongoing
Department Store Limited, a subsidiary of the Company, for the
period from Tst October, 2004 to 30th September, 2024, with an
option to renew for a further 10 years.

(b) Lease of the Amazon, No. 12 Salisbury Road, Tsimshatsui,
Kowloon by Sogo Hong Kong Company Limited, with Hong Kong
Island Development Limited for the period from 15th September,
2005 to 14th September, 2020, with an option to renew for a
further 5 years.

BHREAA DR RERBEFEZEL KRS
o BEATEAZRAFRNERERELE
ENFTERIE  PUR IR 2 SAEMFHELRE -

REZE-ZERFT_A=+—RUIFE &
SEBAR R BBRREN KRR R
19,200,000/ 7T (ZZFZ 14 : 1,400,000/
JT) °

REBEREBEA
REER AEER T AREEEENEET
IR T AT AR R R RIEAR ORI T -

126,958 125,755
498,200 602,884
1,588,012 1,531,753
2,213,170 2,260,392

REHOFREASEREABEYEEN 2B
& MH—RRTHHEH -—ZE0FHE  He
FHEMEETE - HEATEIRRIRRS :

(@) AABMTB AR LA EEERARFTET
VBB OSNERTES ALY Ak =
ETME+A-BE-_Z-EAA=T
B S —SERTF -

2 (BE) AEARARERTSERAR
REIFTRIALA NS ERLENE25%
TRBEY A -TTRFAATI
AE—Z-TFAATIR - AEEE—F
BHTEF -

b

g



36.

37.

Operating lease commitments (continued)

6. BEBAEIE (&)

The Group as lessor AEBEEAHAA
At the balance sheet date, the Group had contracted with tenants REEH - AEBEDBHEFETAMN A RERLY
for the following future minimum lease payments: I ¢
2006 2005
—STAE =t LSt
HK$000 HK$'000
TR F#7
Within one year —FRX 30,475 35,390
In the second to fifth year inclusive E_EZERF (PEEREWF) 30,663 47,207
61,138 82,597
Leases are generally negotiated for an average term of one to five AH—MIRFRER—EATHE -
years.
Capital and other commitments 37.EXR R HMbAE
2006 2005
—ZTRE —EERF
HK$°000 HK$"000
FHET T4t
Capital and other expenditure in respect BEBAYE - BEREEETN
of the acquisition of property, plant and MR T R
equipment contracted for but not provided B2 AR R EMEAS (ME®))
in the financial statements (Note (i)) 804,258 1,739
Capital and other expenditure in respect BEABAYE - BB R
of the acquisition of property, plant and BEREEERTNZ
equipment authorised but not BAREMES () &MFE40)
contracted for (Note (ii) and Note 40) 3,667,000 15,000

Note:

At 31st December, 2006, the Group has the following commitments in respect
of a PRC project in Shenyang, the PRC:

0) Included in the above is a balance payment of approximately RMB800
million (equivalent to approximately HK$798 million) before 31st July,
2007 with regard to the acquisition of the land use right for 40 years in
respect to a piece of land with an area of approximately 55,880 square
meters in Shenhe District, Shenyang City, the PRC. Total purchase
consideration is approximately RMB1,030 million (equivalent fo
approximately HK$1,025 million) (subject to adjustment based on
actual site area);

Projected development costs totaling approximately RMB2.9 billion
(equivalent to approximately HK$2.89 billion) for the Phase 1
development which is designated for erecting and establishing a
Jiuguang department store and Phase 2 development which is
designated for building a shopping and entertainment complex and
other commercial facilities. Completion dates for Phase 1 and Phase 2
are expected to be before end of 2009 and 2012 respectively.

(i)
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Notes to the Financial Statements BAF# &M :

for the year ended 31st December, 2006 BE=—2EAF+-A=1+—ALEE

Pursuant to two sales and purchase agreements entered into
among the subsidiaries in 1985 and 1996, certain properties were
fransferred within the Group. The assignments of these properties
have not been executed. If no exemption for stamp duty is granted
under the Stamp Duty Ordinance, upon execution of the
assignment of the properties, the Group will be subject to an
aggregate stamp duty of approximately HK$38.9 million.

At 31st December, 2006, the Group has pledged certain leasehold
land and buildings with carrying values of HK$1,725 million (2005:
HKS$1,769 million), together with certain shares of the Company’s
subsidiaries, to secure the banking facilities of HK$4,000 million (2005:
HK$2,300 million) granted to the Group of which HK$1,200 million
(2005: HK$1,260 million) has been utilised.

On 22nd January 2007, Charm Wave Limited, a wholly-owned
subsidiary of the Company (*Charm Wave”), entered intfo a Joint
Venture agreement with Suzhou Industrial Park Urban Development
Co. Ltd. ("SIPUDC") for establishment of a Joint Venture ("JV*) for
developing, operating and leasing of a shopping mall situated at a
plot of land with site area of approximately 53,192 square meters in
Suzhou Industrial Park, the PRC. Total investment size of this JV is
estimated to be around RMB780 million and 50% of which is in the
form of registered capital.

In accordance with the JV agreement, Charm Wave needs to:

(1) make capital contribution to the JV in the form of cash payment
in one lump sum of approximately RMB180 million to obtain a
46.1% interest within 6 months from the issue date of the business
licence for the JV, or within 30 days from the dafe on which a
capital verification report verifying the capital contribution by
SIPUDC, whichever is earlier;

2

~

acquire the remaining 53.9% equity interests held by SIPUDC in
the JV within 12 months following the establishment of JV. The
acquisition price will be based on the valuation of the equity
interest held by SIPUDC at the time; and

(3) make further contribution towards the difference between
RMB780 million, total investment size and the RMB390 million
registered capital of JV.

Total financial commitment of approximately RMB780 million
(equivalent to approximately HK$777 million) has been included
as capital and other commitment in note 37 above.

REMBARRN—NN\EF R —ANNFIL
ZMNEE R - B TOERAEBEARRREE
# o EREMEERZ DA - MARERE
ENER G DIERARENED - AIASKBRE LS
MR - SAMN A 2£4938,900,000% TENE
o

RZFBZRNFTZA=+—H  FA5EBE
ME{E/31,725,000,000/& 7T (Z2FHEF :
1,769.000,000%7T) 2 & THE T Ki2
F o BREARFNEARETROER - (£
RAE BRI IRTTRIE §84,000,000,0007%
T (ZZZ RS ¢ 2,300,000,00087T) 21
# - H11,200,000,000/87C (—FTHEF :
1,260,000,000% ) 28 -

REZ2HF-A-+-H  ARAZENEB
REHEBRAR ([HE]) BHMIXER
BHERERLE ([TXEWmEERR])
S EERE ([RERA]) AL AERE
1k - ARALR A BIERMN T2 E — i miE
MRSV F ARz TR - KEREEHE
YL RERARZIRBRBEMHORBARYE
780,000,0007¢ * & 50% &

RIFSERBHE - FHER

(1) BBELAERREERRE R /NEA
N RREEEREIEERTERAR
ZHEREREREE B =THA (AR
BERE)  —EBURSMAELRRHE
#) AR #180,000,0007T * LAERTS46.1% 1
fm H

() RECIRERRR T —EARNKETXEN
MRRE QRIS SR B EERE3.9% M -
WER B TR R HE QB E R AR
BZMEET &

(3) AT ARMK780,000,000TTEAER
AR E A AR # 390,000,000 7T 2 =58

BT AGER AR 780,000,0007T (#9148
E149777,000,000/7T) Bt A X
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41.Related party disclosure
(a) Transactions
During the year, the Group had enfered info the following
significant transactions with the following related parties and

A FBREALTHE
(@R5

FR - AREREATEREATRBEA
TETTIEARRS :

connected parties:

Name of related party Nature of transaction 2006 2005
FREALER RHE ZE22RE —ZETRF
HK$°000 HKS$"000
FET FET
Name of related parties
TREALER
Shanghai Joinbuy City Plaza Co. Ltd. Interest income (note 1) - 7,450
("Property JV") FBWA (FFFE 1)
EENERTESERRF
( MxaetE])
Property JV Rental and management fee paid (note 1) 149,122 139,730
MESERE BAESREERE (HE1)
Name of connected parties
RMEALTER
Chow Tai Fook Jewellery Company Income from concessionaire sales (note 2) 8,690 6,373
Limited ("CTF Jewellery”) R E@EsErA (M 2)
BAARHKRESITARARE ( [AXREHKE] )
BAABHKREST OFRI) BRARA Income from concessionaire sales (note 2) 1,609 884
( TARBAIKE] ) R EEHERA (T 2)
Hong Kong Island Development Limited Rental, vetting fee, air-conditioning charges 34,539 14,917
("Hong Kong Island”) and management fee paid (note 2)
EREERARLT ( [E8]) EfHe  EHER =HERERE (5 2)
Pollution & Protection Services Limited Cleaning service (note 2) 2,906 768
(“"PPS™) BRRE (P 2)
B SRBAERLE ( [EEH5] )
New World PCS Limited Licence fee received (note 2) 378 452
(“New World PCS") BUEFTE (M3 2)
ittt AR B EEARAE
( FrtRRsEE] )
Sunny Ocean Investments Limited Lightbox licence fee paid (note 3) - 385
(“Sunny Ocean”) BRERETE (M 3)
Viewide Properties Limited (*Viewide") Rental and service charges paid (note 3) - 36,138

and Sunny Ocean

ENEERRBE (M5 3)
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Notes to the Financial Statements BAF# &M :

for the year ended 31st December, 2006 BE=—2EAF+-A=1+—ALEE

Notes:

(1) Property JV is ajointly controlled entity in which the Group has a 50%
inferest.

(2) CTF Jewellery, A FIIZKE, Hong Kong Island, PPS and New World
PCS are companies in which Daté Dr. Cheng Yu-tung and Mr. Cheng
Kar-shun, Henry, the directors of the Company, have beneficial
interests.

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

(b) 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.
At 31st December, 2005, utilised loan facility of HK$1,130,000 was
included in the tfrade and other receivables.

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

(c) Guarantee

The Property JV, fogether with the Company, provides 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.

(d) Compensation of key management personnel

The remuneration of executive directors during the year was
determined by the remuneratfion committee having regard to
the performance of the individuals and market. Details of which
together with the other 4 highest paid management personnel
are disclosed in note 12 above.

HI7E :

() DESECERAEEBEE 0% DA

EHIEE

2 BAAGKRE AARAYIKE - B8 B

B s Rt RS EERARREFTEE
BRPB L RBFRALEEREESRENOD
G

3) Sunny Ocean & Viewide /A ARIES
2R E RBEHEEFAERERNA
7] e Sunny Ocean % Viewide J3EA B %
EEHE2EWNB AR -

(b) &%

BEARRZEMBLAREEERAF
(MER]) EsEEARAR ([#E]) FAT
Y AMR-ETNFE+—A+N\BZERR
% - EERHEREE 2,000,000 T TR
5 (IEFRE]) - EXBEIAREDH
TTBARB0% (EER - R—TTAF+—H
=+—B EHAEREE130,000/E7T
BET AR H At FEUTRIR

EXRMERTE - BERFATBBERER - K
REERERELREENREREZ -

(c) R

MESELEBRADELERER MERT
Rt SEEZ AR 30,000,0007T 2 4R -
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42.Particulars of principal subsidiaries
At 31st December, 2006, the details of the Company’s principal

42. T EM B A BFHE
RIBZRF+ZA=+—H ARRZENE

subsidiaries are as follows: NEVZFHBOT
Place and Issued and Attributable
date of fully paid equity interest
Name of company incorporation share capital of the Group Principal activities
FHREFEN
NGIEL sk A IR R B A ERITRBERSF BEER FERH
Asia Kinetic Limited Hong Kong HK$2 100% Retailing and investment
AIRAR AR 27th February, 2002 28T holding
B TERREER
—EE-_F-A=++H
Congenial Company Limited Hong Kong HK$10,000,000 100% General trading and
24th April, 1981 10,000,000/ 7T property holding
Bt —REHEMERE
—AN—FMAZ+MA
Eastlord Development Limited Hong Kong HK$500,000 100% Property holding and
MEERAERDA 21st August, 1987 500,000/ 7T leasing
) WERENIEE
—ANEENAZT—H
Everwin Worldwide Limited Hong Kong HK$2 100% Property leasing
KEIRFER DA 17th November, 2000 28T MERE
N
—2ERFT—A+LA
Fine Shine Limited Hong Kong HK$2 100% Restaurant, retail and
REERAA 11th September, 2003 28T supermarket
B 28 TEREEMS
“EE=FNA+—-H
Forceworld Investments Limited ~ Hong Kong HK$500,000 100% Property holding
AERERRRAA 15th July, 1988 500,000/% 7T MERE
o
—ANAN\FLATARA
Future Develop Limited British Virgin Islands Uss3 100% Investment holding
12th December, 2003 3ETT REER
HBEAHS
—TE=F+-A+ZH
Glory Line Management Limited  Hong Kong HK$500,000 100% Provision of property
BEEEBRAAF 5th September, 1995 500,000/ 7T security and
N management services
—ANAENARLR REDERT RERRY
Grand Kinetic Limited Hong Kong HK$2 100% Property holding and
BEERAA 7th February, 2001 28T leasing
e MEREBREE

—TT—F-A+H
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Notes to the Financial Statements BAF# &M :

for the year ended 31st December, 2006 BE=—2EAF+-A=1+—ALEE

42.Particulars of principal subsidiaries (continued) 2. T EMB A RIFEE ()

Place and Issued and Attributable
date of fully paid equity interest
Name of company incorporation share capital of the Group Principal activities
FRERE
NCIEL M BE R A A ERITRBERSF BFER FERH
Pacific Trump Development Hong Kong HK$2 100% Property letting and
Limited 6th July, 1995 28T investment holding
TR ERAR DT 5 WMERE RIREER
—hANRFERRE
Public Might Limited Hong Kong HK$1,000 100% Property investment and
HEAERAA 30th August, 1984 1,000 7T provision of building
B management services
—AN\EFENR=TH MERE RRBRNEERRSG
Ronson Kwok Asia Pacific Hong Kong HK$1,000,000 100% Building management
Limited 5th October, 1993 1,000,000/ 7T and club operator
B REEBRGMEE
—AN=F+RAA
Sogo Hong Kong Company Hong Kong HK$4,000,000 100% Retailing business
Limited 23rd September, 1983 4,000,000/ 7T TEEK
22X (8) AEERATF &
—AN=FNA=+=H
Superlite Limited British Virgin Islands USS$1 100% Property holding
3rd April, 2001 IE MERE
RBRIHS
—ET-FMA=H
FEAXBERRAR People’s Republic US$12,000,000 65% Retailing business

(Shanghai Ongoing
Department Store Limited)
(sino-foreign equity
joint venture)

(PINEERE)

of China
26th July, 2004
hEARHAME
ZETNFEA=+~AH

12,000,000% 7T

TEEH



A3 ENFEERBERER
REBHER  ARREERBERANER

43.Balance sheet information of the company
Balance sheet information of the Company at the balance sheet

date includes:

2006 2005
—ZTRE —EERF
HK$°000 HKS’OOO
TR BT

Non-current asset ERBEE
Interest in subsidiaries i SIENGIL E 4,194 4,194

Current assets RBEE
Other receivables H i EUGRIA 211 281
Amounts due from subsidiaries JEUH BB A BIFRIA 3,184,210 2,388,037
Bank balances and cash RITREGF RS 42,921 1,074,481
3,227,342 3,462,799
Current liabilities MEAE

Other payables E A IR 1,405 1,256
Dividend payable FERTARE 3 2
1,408 1,258
Net current assets RBEEFE 3,225,934 3,461,541
3,230,128 3,465,735

Capital and reserves ERKR#E
Share capital f& A 8,480 8,470
Reserves Gt 3,221,648 3,457,265
3,230,128 3,465,735

Profit for the year ended 31st December, 2006 of the Company
amounted to approximately HK$8,542,000 (2005: HK$10,805,000).

Under the Company Law (Revised) Chapter 25 of the Cayman
Islands, the share premium of the Company is available for
distribution or paying dividends to shareholders subject to the
provisions of its memorandum or articles of association and
provided that immediately following the distribution of dividends,
the Company is able to pay its debts as they fall due in the ordinary
course of business. The Company’s reserve available for distribution
consisted of share premium of approximately HK$3,199,948,000
(2005: HK$3,463,307,000) and retained profits of the Company of
approximately HK$1,100,000 at 31st December, 2006 (2005: NIL).
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