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GENERAL INFORMATION

Giordano International Limited (the

subsidiaries (together the “Group”) distribute and sell casual

“‘Company”) and its

apparel under the brand names of Giordano, Giordano Concepts,
Giordano Ladies, Giordano Junior and Bluestar Exchange through
an extensive retailing network with over 1,700 shops spanning over
20 countries. It also operates a limited manufacturing capacity in
Mainland China.

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

The consolidated financial statements are presented in million of
units of Hong Kong dollars (HK$ million) unless otherwise stated.
These consolidated financial statements have been approved for
issue by the Board of Directors on March 22, 2007.

PRINCIPAL ACCOUNTING POLICIES

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

Basis of preparation

The financial statements have been prepared in accordance with
Hong Kong Financial Reporting Standards (*“HKFRSs”), Hong Kong
Accounting Standards (“HKASs") and Interpretations issued by the
Hong Kong Institute of Certified Public Accountants. The financial
statements are prepared under the historical cost convention, as
modified by the revaluation of derivative financial instruments at
fair value.
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2. T E g 5t B X () 2. PRINCIPAL ACCOUNTING POLICIES (continued)

(a) % ®E % (&) (a) Basis of preparation (continued)
£ 8B HKFRS & HKAS REMBERER The preparation of financial statements in conformity with HKFRSs
FEERALBEEGHMET  BERENTE and HKASs requires the use of certain critical accounting
ZHERAASEZ IR R EH A& - estimates. It also requires management to exercise its judgment in
—LUTEESEAHISREREE the process of applying the Group’s accounting policies. The areas
REMBREREEAZEZREMGEER involving a higher degree of judgment or complexity, or areas
B 5T 48 55 o where assumptions and estimates are significant to the

consolidated financial statements, are disclosed in note 4.

BT7TERANR T E20)0EHR ZZE X The accounting policies and methods of computation used in the
F-A— Az BRBIEHFEERL preparation of these financial statements are consistent with those
I8 R K18 ET 7 HKAS & HKFRS 4 - 4 used in 2005 except for the adoption of new and revised HKASs
S BBRRARAZ G BENRGTES and HKFRSs which are effective for accounting periods beginning
FHEH _TTRFE 2 W HRERMEA on or after January 1, 2006 as set out in note 2(b) below.
R .

(b) HHEREEET 2 HKFRSK HKASKI &€  (b) Impact of new and revised HKFRSs and HKASs

BEAGTAMASERMLEMERLER 2
HKFRS * HKAS R » R ZTZTRF
—A—BIRzERBECEHFEER - K
SEEEMERREER 2 HKFRS 53
HKAS o SR AT 2 5738 RACIEFT g et &
H'JI££$¢.ZW%$&%LWEKW
72 .

=

Hong Kong Institute of Certified Public Accountants has issued a
number of new and revised HKFRSs, HKASs and Interpretations
which are effective for accounting periods beginning on or after
January 1, 2006. The Group has adopted the HKFRSs and HKASs
that are applicable to its operations. The adoption of the following
new and revised HKFRSs and HKASs has no material impact on
the Group’s financial statements:

HKAS 39 &3] A FEERE HKAS 39 Amendment The Fair Value Option
HKAS 39 [ BIEERELN HKAS 39 & HKFRS 4 Financial Guarantee Contracts

HKFRS 4 &3]

Amendments

HKFRS %1 4 ETEZHRS HKFRS Interpretation 4 Determining whether an
BEHE Arrangement Contains a Lease

GIORDANO INTERNATIONAL LIMITED
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PRINCIPAL ACCOUNTING POLICIES (continued)

Impact of new and revised HKFRSs and HKASs
(continued)

Certain new standards, amendments and interpretations to existing
standards have been published that are relevant to the Group’s
business and are mandatory for the Group’s accounting periods
beginning on or after January 1, 2007 or later periods. The Group
has not early adopted the following new standards and
interpretations for the year ended December 31, 2006:

HKFRS 7 Financial Instruments: Disclosures

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

HK(IFRIC)- HKFRS 2 - Group and Treasury

Interpretation 11 Share Transactions

Apart from certain presentational changes, the adoption of the
above new standards and interpretations will have no significant
impact on the Group’s financial statements.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to
December 31, 2006.

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

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

The gain or loss on the disposal of a subsidiary represents the
difference between the proceeds of the sale and the Group's share
of its net assets together with any goodwill which was not
previously charged or recognized in the consolidated profit and
loss account.

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

GIORDANO INTERNATIONAL LIMITED
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PRINCIPAL ACCOUNTING POLICIES (continued)

Subsidiaries

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

Subsidiaries are fully consolidated from the date on which control
is transferred to the Group. They are de-consolidated from the date
that control ceases.

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

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

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

Jointly controlled companies

A jointly controlled company is an entity in which each venturer has
an interest and of which its financial and operating policies are
under contractual arrangements jointly controlled by the venturers.

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

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

Associates

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

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

Unrealized gains on transactions between the Group and its
associates are eliminated to the extent of the Group’s interests in
the associates. Unrealized losses are also eliminated unless the
transaction provides evidence of an impairment of the asset
transferred.

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

GIORDANO INTERNATIONAL LIMITED
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(9)

(h)

PRINCIPAL ACCOUNTING POLICIES (continued)

Segment reporting

A business segment is a group of assets and operations engaged

in providing products or services that are subject to risks and

returns that are different from those of other business segments. A
geographical segment is engaged in providing products or
services within a particular economic environment that are subject

to risks and returns that are different from those of segments

operating in other economic environments.

Foreign currency translation

(i)

(ii)

Functional and presentation currency

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

which is the Company’s functional and presentation currency.

Transactions and balances

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

(h)y HEBRE (&)

(i)

(i) EFEQH

ARGEZ RRIEENEEERE
2IEETR (ZRAHERRER
REER) E%F&Wﬁ#ﬁﬁ

AL A
25 E%

BUTHEREE

- BOHRIRNEERBRZEE
FPEEOUNZEERERER
AzZKmEXRRE,

- BOHBESRZKRARXLIER
TR FHERBE (BRIFZFH
EXxUR5HBITERZ REt
FELFE-—EAEMNRME
B ERBERT  BARXH
DRXZEAMNERRER) R

- FARBRERTIRELFEET
B -

REAKRER  RERIIABKREFE -
UREFRMERLRREZH Rz EMnE
BREARELZERZRNIIAEL#E
W BHERIIBE  ZELZENE
mRTEASHERTXER -

ME -BERRE
KARELWARAEANR R EHE -

BT HEMEREREMETEENK
KENGRBENERZBAEERIE -
RAEREEZREEBRNEEEERT
MeEsEMBRER -

7 SR E AR KA AR
SR E R R0 RORA KA
ZERT  REZRAS BRENAER
EESRRABIZAE (MER) - FiE
A RURE SR R A 2 BT I
HABRR -

ANNUAL REPORT 2006 % #®

2.

M O® O® R KM O
NOTES TO THE FINANCIAL STATEMENTS

—EEXNF+-_A=Z1+—H
December 31, 2006

PRINCIPAL ACCOUNTING POLICIES (continued)

(h) Foreign currency translation (continued)

()

(iii) Group companies

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

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

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

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

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

Property, plant and equipment

Freehold land is stated at cost and is not amortized.

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

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

GIORDANO INTERNATIONAL LIMITED
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(i)

PRINCIPAL ACCOUNTING POLICIES (continued)

Property, plant and equipment (continued)

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

lives, as follows:

Freehold land is not depreciated.

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

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

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

Assets’ residual values and useful lives are reviewed and adjusted

if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its

recoverable amount if the asset’s carrying amount is greater than

its estimated recoverable amount.

Gain or loss on disposal of fixed assets is the difference between

the net sales proceeds and the carrying amount of the relevant

asset, and is recognized in the profit and loss account.
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December 31, 2006

PRINCIPAL ACCOUNTING POLICIES (continued)

Investment property

An investment property is a property which is held for long term
rental yield or for capital appreciation, or both.

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

Subsequent expenditure is charged to the asset's carrying amount
only when it is probable that future economic benefits associated
with the item will flow to the Group and the cost of the item can be
measured reliably. All other repairs and maintenance costs are
expensed in the profit and loss account during the financial period
in which they are incurred.

Impairment of assets

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

GIORDANO INTERNATIONAL LIMITED
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PRINCIPAL ACCOUNTING POLICIES (continued)

Inventories

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

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

(i)  Work in progress and finished goods - cost of direct

materials, direct labor and an appropriate proportion of

production overheads, but excluding borrowing costs.

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

Trade and other receivables

Trade and other receivables are recognized initially at fair value
and subsequently measured at amortized cost using the effective
interest method unless the effect of discounting would be
immaterial, in which case they are stated at cost less provision for
impairment. A provision for impairment of trade and other
receivables is established when there is objective evidence that
the Group will not be able to collect all amounts due according to
the original terms of receivables. The amount of the provision is the
difference between the asset’s carrying amount and the present
value of estimated future cash flows, discounted at the effective
interest rate. The amount of the provision is recognized in the profit
and loss account.

Cash and cash equivalents

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

Borrowing costs

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

Deferred taxation

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

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

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

Employee benefits
(i) Pension obligations

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

GIORDANO INTERNATIONAL LIMITED
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PRINCIPAL ACCOUNTING POLICIES (continued)

Employee benefits (continued)

(i)

Pension obligations (continued)

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

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

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

Under the New Scheme, the branches contribute each month
at six percent of the salary of employees who choose to
participate in the New Scheme, deposited into individual
pension accounts at the Bureau of Labor Insurance.
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PRINCIPAL ACCOUNTING POLICIES (continued)

(q) Employee benefits (continued)

(ii) Share-based compensation

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

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

Provisions

Provisions are recognized when the Group has a present legal or
constructive obligation as a result of past events, it is probable that
an outflow of resources will be required to settle the obligation, and
a reliable estimate of the amount can be made.

GIORDANO INTERNATIONAL LIMITED
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PRINCIPAL ACCOUNTING POLICIES (continued)

Revenue recognition

Revenue comprises the fair value for the sales of goods and
services, net of value-added tax, rebates return and discounts and
after eliminating sales within the Group. Revenue is recognized as
follows:

(i) Sales of goods — wholesale

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

(ii) Sales of goods - retail

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

(iii) Sales of services

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

(iv) Interest income

Interest income is recognized on a time-proportion basis
using the effective interest method, taking into account the
principal amount outstanding and the interest rates
applicable.
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December 31, 2006

PRINCIPAL ACCOUNTING POLICIES (continued)

Revenue recognition (continued)
(v) Royalty income

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

(vi) Dividend income

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

Derivative financial instruments

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

Leases (as the lessee)
(i) Finance leases

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

GIORDANO INTERNATIONAL LIMITED
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(w)

PRINCIPAL ACCOUNTING POLICIES (continued)

Leases (as the lessee) (continued)
(ii) Operating leases

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

Dividend distribution

Dividend distribution to the Company’s shareholders is recognized
as a liability in the Group’s financial statements in the period in
which the dividends are approved.

Contingent liabilities

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

With the exception of a contingent liability acquired as part of a
business combination which is initially recognized at fair value
(provided that the fair value can be reasonably measured) in
accordance with note 2(d), a contingent liability is not recognized
but is disclosed in the notes to the financial statements. When a
change in the probability of an outflow occurs so that outflow is
probable, they will then be recognized as a provision.
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FINANCIAL RISK MANAGEMENT

Financial risk factors

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

(i) Foreign exchange risk

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

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

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

(ii) Credit risk

The Group has no significant concentration of credit risk. It
has policies in place to ensure that wholesale of products are
made to customers with an appropriate credit history. Sales to
retail customers are made in cash or via major credit cards.
Cash deposits are placed with reputable financial institutions.

GIORDANO INTERNATIONAL LIMITED
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FINANCIAL RISK MANAGEMENT (continued)

Financial risk factors (continued)
(iii) Liquidity risk

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

(iv) Interest rate risk

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

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

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

Critical accounting estimates and assumptions

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within
the next financial year are discussed below.

The Group is subject to income taxes in numerous jurisdictions.
Significant judgment is required in determining the worldwide
provision for income taxes. There are many transactions and
calculations for which the ultimate tax determination is uncertain
during the ordinary course of business. The Group recognizes
liabilities for anticipated tax audit issues based on estimates of
whether additional taxes will be due. Where the final tax outcome
of these matters is different from the amounts that were initially
recorded, such differences will impact the income tax and deferred
tax provisions in the period in which such determination is made.
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5, ¥ 8 - WHEK S T E X 5 TURNOVER, REVENUE AND SEGMENT INFORMATION

AEBFTEZEXEBATERDHEA The principal business of the Group is retail and distribution of
Giordano+ Giordano  Concepts - casual apparel and accessories under Giordano, Giordano
Giordano Ladies + Giordano Junior } Concepts, Giordano Ladies, Giordano Junior and Bluestar
Bluestar Exchange % @ b8 2 & i & B #8 Exchange brands. The Group also carries on garment trading and
A ZEETRSEEHNKRE S RYE manufacturing operation, supporting the Group’s retail business
X% UHESESEEBT R IRAE and supplying products to third parties.

KEINZ AT HEER -

FFECHEACEEERKENT Turnover and revenue recognized during the year are as follows:
-3
Group
(KEM BB TREN) (In HK$ millions) 2006 2005
EE 0 Turnover
TERDHELZ Sales revenue from retail and
HEWRA distribution operation 4,019 4,002
KEKEGREEEKZ Sales revenue from
HE WA garment trading and
manufacturing operation 353 411
4,372 4,413
Hip Wz Other revenue
2 UA Interest income 19 15
VEEAON Commission income 7 11
BB Rental income 31 25
B ERA Royalty income 19 17
H AU A Other income 38 32
114 100

GIORDANO INTERNATIONAL LIMITED
ANNUAL REPORT 2006 % #® & o EBER QA
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k&E Kk 2 HEHR

FEHERA-ZBEI B

5. TURNOVER, REVENUE AND SEGMENT INFORMATION

(continued)

(a) Primary reporting format - business segments

REXEZR
ZER BEEK
DHER Garment
Retail and trading and HEHE %8
distribution manufacturing Eliminations Group
(MBS FGETLAEM) (In HK$ millions) 2006 2006 2006 2006
EER Turnover
HINHE External sales 4,019 353 -
DEEHEE Inter-segment sales - 603 (603)
4,019 956 (603) 4,372
TBEE Segment results
g mn Operating profit 334 42 - 376
BHEER Finance expense (1)
JEE 15 £ [ 42 Share of profit of jointly
ANGINR controlled companies 8
[ /N Share of profit of
St A an associate 8
B 75t Al i A Profit before taxation 391
W= Taxation (173)
B i 1% A Profit after taxation 218
LERR RS Minority interests (13)
R 3R A Profit attributable to
k] shareholders 205
BE Assets
NEMEE Segment assets 1,877 408 2,285
HEEHA A Interest in jointly
R controlled companies 332 26 358
—MENAER Interest in an associate 32 - 32
AP EE Unallocated corporate assets 309
BELSE Total assets 2,984
a8f Liabilities
HHBAE Segment liabilities 394 205 599
ApEEzafE Unallocated corporate liabilities 295
BELE Total liabilities 894
H it & 8 Other information
EARRZ (3 14) Capital expenditure (note 14) 96 15 111
wE (M 6) Depreciation (note 6) 98 12 110
HET B HIE Amortization of leasehold
i (M5 6) land prepayments (note 6) 9 - 9

NHEEERELRXHHENET

s
~

N

2
REPMAL -

3

BREGRUEEEEME =4

GIORDANO INTERNATIONAL LIMITED
E A RERBRER D

Inter-segment sales were conducted in the normal course of
business at prices and terms comparable to the other third
party customers of the Group.
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5, EX¥H - WakosBER 5. TURNOVER, REVENUE AND SEGMENT INFORMATION
(&) (continued)
(a) TEHREXX-XK 2B (a) Primary reporting format - business segments
() (continued)
ZER BEE
vk E Garment
Retail and trading and ®iHIE £8
distribution manufacturing Eliminations Group
(LEEBZETRER) (In HKS millions) 2005 2005 2005 2005
EEH Turnover
HIMEE External sales 4,002 411 -
A EBEHE Inter-segment sales - 632 (632)
4,002 1,043 (632) 4,413
DIMEE Segment results
E—ppil Operating profit 460 58 - 518
BEEA Finance expense (1)
E’a?{ﬁ/ft (7] 42 1 Share of profit of jointly
NSbR controlled companies 20
[E(E—H & A A Share of profit of
it Kl an associate 11
BR 5% A1 i 7 Profit before taxation 548
IR Taxation (117)
bR 7018 ) A Profit after taxation 431
LERERER Minority interests (25)
N Profit attributable to
il shareholders 406
gE Assets
NHMEE Segment assets 1,918 344 2,262
H[AZH 2 A Interest in jointly
B controlled companies 307 9 316
—BE DR ER Interest in an associate 30 - 30
AnEzEE Unallocated corporate assets 362
BEERRE Total assets 2,970
=N Liabilities
SHEE Segment liabilities 382 133 515
ApEEzaE Unallocated corporate liabilities 240
BEEE Total liabilities 755
Hih &R Other information
BARRAT (Fi3E14) Capital expenditure (note 14) 102 18 120
E (fizEe) Depreciation (note 6) 102 13 115
ME T HTE T 3B Amortization of leasehold
B4 (ste) land prepayments (note 6) 8 - 8
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5. EXE  WEkoBESR

(&)

b) REBEFX-HES B

5. TURNOVER, REVENUE AND SEGMENT INFORMATION

(continued)

(b) Secondary reporting format - geographical segments

EXBYX BEHAE
EER Capital Total
Turnover expenditure assets
(NEEBETRER) (In HK$ millions) 2006 2006 2006
SaCpN Mainland China 1,170 31 893
& E Hong Kong 925 19 858
=0 Taiwan 696 18 264
g Singapore 409 12 122
M Australia 238 16 84
HA Japan 129 1 43
[ Korea 166 - -
H At Others 639 14 296
4,372 111 2,560

HEE IR A Interest in jointly controlled
Ea companies 358
—HERA S Interest in an associate 32
KAz EE Unallocated corporate assets 34
BEBE Total assets 2,984

GIORDANO INTERNATIONAL LIMITED

E R REBKERLXA
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NOTES TO THE FINANCIAL STATEMENTS
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December 31, 2006

5. TURNOVER, REVENUE AND SEGMENT INFORMATION

(continued)

(b) Secondary reporting format - geographical segments

(continued)

EXAx ABAEELER
BED Capital Total
Turnover expenditure assets
(LERBEETREM) (In HK$ millions) 2005 2005 2005
B R BE Mainland China 1,014 36 982
Bk Hong Kong 949 23 905
=5 Taiwan 782 25 286
N Singapore 410 107
BM Australia 248 18 65
=N Japan 184 68
# Korea 166 - -
Hitb Others 660 11 187
4,413 120 2,600

KR R A Interest in jointly controlled
B companies 316
—BENREE Interest in an associate 30
AOMZEE Unallocated corporate assets 24
EERT Total assets 2,970
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6. K & @ A OPERATING PROFIT
58
Group

(NEBEBEETRENL) (In HK$ millions) 2006 2005
REHFE MR The operating profit is stated

T &E : after charging:
HETHER Amortization of leasehold land

RIEE prepayments 9
ZERT B Auditors’ remuneration 3
N 1= Depreciation of property, plant and

HEITE equipment 108 113
REMERE Depreciation of investment property 2 2
EHINESH A T(E Fair value gain on forward

2 W= foreign exchange contracts 1 -
HEWE  KREREE Net loss on disposal of property,

ZFEE plant and equipment 3 2
THRIEFZ Operating lease rentals in respect

MEHEEBR of land and buildings

-REEEXH - minimum lease payments 588 530

-BATEELER - contingent rent 180 178
REFEEHER Provision for obsolete stock and

7 & stock written off 23 10
8 IR A (f3E8) Staff costs (note 8) 656 618

GIORDANO INTERNATIONAL LIMITED
A REKAERLF
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MmEER FINANCE EXPENSE
55
Group
(NEEBETREN) (In HK$ millions) 2006 2005
RITERHE Interest on bank loans 1 1
B IMZAE STAFF COSTS
£H
Group
(BB BEETREN) (In HK$ millions) 2006 2005
HeRrIA Salaries and wages
(BEEEMWS) (including directors’ emoluments) 609 578
EREER Share option expense 1 4
BRE - REHRKEE Pension cost - defined contribution plans 46 35
BRE - AEBAGE Pension cost - defined benefit plans - 1
656 618

KEER  ARBEARGEEARZIERA
ARABT(CTTRE AR _8T) U
BERTKE - R_FERE+A=1
— B RAEAHREERZ RERRER
(ZZZhF: A¥LET) -

ANNUAL REPORT 2006 % #®

During the year, the unvested benefits utilized by the Group to

reduce the level of contributions was HK$0.05 million (2005:

HK$0.02 million). As at December 31, 2006, no unvested benefits

were available to be utilized in the future years (2005: HK$0.05

million).
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9. DIRECTORS’ AND SENIOR MANAGEMENT’S EMOLUMENTS

(a) Directors’ emoluments

The emolument of every director for the year ended December 31,

2006 is set out below:

EXEHfE

#

Employer’s

Ht28¢ contribution
we 5¢ ta Other  to pension &t
EEfF Name of Directors Fees Salaries  Bonuses benefits*  schemes Total
HK$°000 HK$000 HK$000 HK$000 HK$000 HK$000

2006
fEe LAU Kwok Kuen, Peter - 2,562 9,515 1,076 12 13,165
ip S FUNG Wing Cheong, Charles - 1,902 - 93 45 2,040
SA% MAH Chuck On, Bernard - 2,132 500 290 12 2,934
B AU Man Chu, Milton * 275 - - - - 275
BN Barry John BUTTIFANT * 275 - - - - 275
BAL KWONG Ki Chi * 138 - - - - 138
ZER LEE Peng Fei, Allen * 275 - - - - 275
963 6,596 10,015 1,459 69 19,102
2005

2B LAU Kwok Kuen, Peter - 2,637 10,188 1,197 19 13,941
HkE FUNG Wing Cheong, Charles - 1,808 - 78 45 1,931
0% MAH Chuck On, Bernard - 2,132 1,050 239 12 3,433
B AU Man Chu, Milton * 275 - - - - 275
EHA Barry John BUTTIFANT * 275 - - - - 275
BEF KWONG Ki Chi * 138 - - - - 138
FER LEE Peng Fei, Allen * 275 - - - - 275
963 6,477 11,238 1,514 76 20,268

O BUFHGTEE

¢ HERMKEBERRER EERHA

b=

GIORDANO INTERNATIONAL LIMITED
A RERBRERDE

Independent non-executive directors

# Other benefits include insurance premium, housing and tax

allowances
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9.

(a)

(b)

B O O X M A
NOTES TO THE FINANCIAL STATEMENTS
—EERETZHAZ=1+—H

December 31, 2006

EEREREEAEMSE 9 DRECTORS AND SENIOR MANAGEMENT'S EMOLUMENTS
(&) (continued)
EEZHe () (a) Directors’ emoluments (continued)
REFERN  ARRAREEZN2HER The aggregate amount of emoluments payable to directors of the
BT Company during the year is as follows:
(LEM BB TREN) (In HK$ millions) 2006 2005
e Fees 1 1
At - Other emoluments:
ExFHe FERM- Basic salaries, housing allowances,
Bt R R R E M other allowances and benefits in kind 8 8
EAL Bonuses 10 11
BIRE K Pension contributions - -
19 20
INBREHFERE (b) Five highest paid individuals

RAFER  AEBER

RRHFBRETE

B (ZTZTRF =) EF E¥z
ZHABERLEXHE - fFHRTMU(ZF

THhF : M) &HFRE

Bé@EmT

The five individuals whose emoluments were the highest in the

Group for the year include three (2005: three) directors whose

emoluments are reflected in the analysis presented above. The

emoluments payable to the remaining two (2005: two) individuals

during the year are as follows:

(KEM BB TREN) (In HK$ millions) 2006 2005
EX%H& -  BEEM - Basic salaries, housing allowances,

Hoo 200 R E YW= other allowances and benefits in kind 3 3
bEEAN Bonuses - -
RiKe fR Pension contributions - -

3 3

ANNUAL REPORT 2006 % #®

GIORDANO INTERNATIONAL LIMITED
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e
NOTES TO THE FINANCIAL STATEMENTS

“EEAF+-AZ+-H
December 31, 2006

9. EENEREEAETBMSEL 9. DRECTORS’ AND SENIOR MANAGEMENT'S EMOLUMENTS

(1) (continued)
b) IuEEHFHE (A (b) Five highest paid individuals (continued)
BRTIEaFBEENeERBSENT - The emoluments of the remaining highest paid individuals fell

within the following band:

A8
B & 4 B Number of individuals
Emolument band 2006 2005
HK$
1,500,001 - 2,000,000 2 2
10. % & 10. TAXATION
REBRAANIHEILA The charge for taxation in the consolidated profit and loss account
represents:
55
Group
(NEEBETRER) (In HK$ millions) 2006 2005
FBBE Income tax
KEEMEHE Current income tax
-BEMNEH - Hong Kong profits tax 26 33
- BHNBETE - Overseas taxation 74 83
BEFEEED R/ (Fg) Under/(over) provision in previous year
- B HNBETE - Overseas taxation 73 (2)
173 114
MEHE Withholding tax 5 3
EEBE Deferred tax
BREEHEERY Relating to the origination and
PTE REE reversal of temporary differences (5) -
BIEZ WM Taxation charge 173 117
@ GIORDANO INTERNATIONAL LIMITED
B R B KBERLDA ANNUAL REPORT 2006 # #



10. % B (&)

AREBZ BB BARAARER KM
AEZBRAENHBE BHERAT

B O O X M A

NOTES TO THE FINANCIAL STATEMENTS
—EERETZHAZ=1+—H

December 31, 2006

10. TAXATION (continued)

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

£
Group
(KEEEEBTREN) (In HK$ millions) 2006 2005
BRE AR A (P EREG Profit before taxation (before share
EEES AR R of profit of jointly controlled
—EEREER) companies and an associate) 375 517

BRREAD 2 tLHA(ZETRF:
BoZztLtHA)HE
HBERTRHE

ZRE
ARAMB 2 X
ABRZETERBREE
EERBZWA
MEFR
BEFEERBT R/ (R

MIE

AREAREBEMBLARAZRNIAERT
BEAFERTERRIRE B E 2G5
ERWENEAREZAENZ T LH A
(ZZZRF AN ZTLHAR)HE -

ERBIMNEE 2B LRI ZMERER
BEERRERERRZBERMAE -

RAEE - pEARAMEEMNDERH
BR(TEMTERR)AAKEETEX
BEREABE-NANAAFEZBRETELRHR
FEZHASES  EXRREFERA - RE
BERHE AR BENTERRBERLE
EARMBIBRECEMIMNBELERER
MARBARTABET  MAKETRAMRE
FHEE 2 RBREREER -

ANNUAL REPORT 2006 % #®

Calculated at a taxation rate of 17.5%
(2005: 17.5%) 66 91
Effect of different tax rates in

other countries 13 24
Expenses not deductible for tax purpose 25 8
Deferred tax assets not recognized 3 3
Income not subject to tax (17) (17)
Withholding tax 10 10
Under/(over) provision in previous year 73 (2)
Taxation charge 173 117

The provision for taxation of the Company and its Hong Kong
subsidiaries is calculated by applying the current rate of taxation
of 17.5 percent (2005: 17.5 percent) to the estimated assessable
profits earned in or derived from Hong Kong during the year.

Taxation on the profits of other subsidiaries operating overseas is
calculated at the rates applicable in the respective jurisdictions.

During the year, the Guangzhou Municipal Office of the State
Administration of Taxation (the “SAT Guangzhou Office”) of the
People’s Republic of China conducted a review of the Group’s
transfer pricing policy in Mainland China for the past years since
1996, focusing primarily on royalties. As a consequence of this
review, the SAT Guangzhou Office made a demand for payment of
approximately RMB66 million additional Foreign Enterprise Income
Tax. Accordingly, the Group has made an appropriate tax provision
in the accounts.

GIORDANO INTERNATIONAL LIMITED
A RERBRERDE



Mo ® R KM &

NOTES TO THE FINANCIAL STATEMENTS

“EEAF+-AZ+-H
December 31, 2006

11.

12.

B R E & & A 11. PROFIT ATTRIBUTABLE TO SHAREHOLDERS
BRELEEBEZREENAEE _ETH The Group’s consolidated profit attributable to shareholders of the
BEL(ZZEZRF  AEEEZ BB Company of HK$205 million (2005: HK$406 million) includes a
7)) BREERRAMBHREAETAZ profit of HK$247 million (2005: HK$304 million) which has been
BREEEENABE BN TLEET dealt with in the financial statements of the Company.
(ZZERF B -RBTOEEET) °
B £ 12. DIVIDENDS
REEREWT : (a) Dividends attributable to the year:
(UEEEBETAEN) (In HK$ millions) 2006 2005
BEEMRBREZFHRE Interim dividend declared and
BRAEE DAL paid of 4.5 HK cents
(ZZZRF : SRBEDE R (2005: 4.5 HK cents) per share 67 67
EEMREIREZERHERE Special interim dividend declared and
FRREE =L paid of 2.0 HK cents
(ZEZRF : FREB ) (2005: 2.0 HK cents) per share 30 30
97 97
REBERERZZREKRE Final dividend proposed after
FREE R balance sheet date of 5.0 HK cents
(ZZZhF - GRAEAW (2005: 5.0 HK cents) per share 75 75
EEHREZ R REBRS Special final dividend proposed after
iﬂﬁ/%@} ARl balance sheet date of 15.0 HK cents
(ZZEZThEF - FRAE—ARW) (2005: 15.0 HK cents) per share 223 223
298 298
395 395

R_BEEHF=-A_+_RBTEFE
eF L EFERRERIRERIRHK
BRI RGRAER DI FEE —ARM -

E

HERKREEEEEAYERRARE
& -

GIORDANO INTERNATIONAL LIMITED
A RERBRERDE

At the board meeting held on March 22, 2007, the directors
proposed final and special final dividends of 5.0 HK cents and
15.0 HK cents per share respectively. These proposed dividends
have not been recognized as a liability at the balance sheet date.

ANNUAL REPORT 2006 % #®



12.

(b)

13.

M O® O® R KM O
NOTES TO THE FINANCIAL STATEMENTS

—EEXNF+-_A=Z1+—H
December 31, 2006

B B (& 12. DIVIDENDS (continued)
BRE—FE TRAFEERNBBEZH (b) Dividends attributable to the previous year, approved and paid
HIAR R during the year:
(LEM BB TREN) (In HK$ millions) 2006 2005
EMERKRE-_STRAFRER 2005 final dividend approved

FRA® R and paid of 5.0 HK cents

(ZETWF - GRAEBmLE AW (2004: 4.5 HK cents) per share 75 67
BEHEREKE_ZTAFEIRERE 2005 special final dividend approved

FRAE -8R and paid of 15.0 HK cents

(ZZZTWF : FREK—B=) (2004: 13.0 HK cents) per share 223 193

298 260

BR 2 A 13. EARNINGS PER SHARE

BREAREERNRAFERREN
FemMEE _ T ﬂﬁ?%ﬁ(_ggﬁ

FEBORZTRNBELHE
BEXBMNDEAFEATRITROZ
BD*&?i’Jﬂx%{JrW ENTE_FZBNT

TEE+R(CZEZRE : TEHELTERE
@‘F’tw%;/\f/\ )ﬁ+§°

SREBSRFNDETOEATE+Z8
NTRERTR(ZZETRE  THELT
TEETEETATARK)  AEREH
ARGz METFEHRE - MEREBER
DA BRAERT BRI 2 A RITE B E
BETEMBT2RB 2 MEFHRE—
BEATEE-_FZE-_+-—-KR(ZZ=ZA
F:RAE=tTEEATAER+AR)

3

E» o

ANNUAL REPORT 2006 % #®

The calculations of basic and diluted earnings per share are based
on the consolidated profit attributable to shareholders for the year
of HK$205 million (2005: HK$406 million).

The basic earnings per share is based on the weighted average of
1,490,228,540 shares (2005: 1,477,470,066 shares) in issue during
the year.

The diluted earnings per share is based on 1,490,228,540 shares
(2005: 1,477,470,066 shares) which is the weighted average
number of shares in issue during the year plus the weighted
average of 1,602,321 shares (2005: 5,349,946 shares) deemed to
be issued if all outstanding share options granted under the share
option scheme of the Company had been exercised.

GIORDANO INTERNATIONAL LIMITED
A RERBRERDE
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Bt &

- NOTES TO THE FINANCIAL STATEMENTS

—EsrE+t-A=+-A

December 31, 2006

4. 9 ¥ - BERK®BE 14. PROPERTY, PLANT AND EQUIPMENT
-3 Group
HEWME
#1& -
BRHME
KAERE WAERE
2t Leasehold
kEF improvements,
Freehold furniture & AE
land & BF s office Motor &%
(WEBBETAELN) (In HK$ millions) building  Buildings  Plant equipment  vehicles  Total
RAE Cost
W_EE F-F—H At January 1, 2006 37 24 83 680 19 843
BEZE Translation difference - - - 19 1 20
AE Additions - - 5 105 1 1M1
e Disposals - - - (82) @ (84)
RZZEXF+-F=+t—H At December 31, 2006 37 2 88 722 19 890
2ENE Accumulated depreciation
RZEE E-A-H At January 1, 2006 6 - 65 502 14 587
BhEER Translation difference - - - 14 - 14
rEEHE Charge for the year 1 1 4 100 2 108
it Disposals - - - (78) @ (80)
RZBERE+-A=1—H At December 31, 2006 7 1 69 538 14 629
RZBEXFT-A=1+-H Net book value at
LREFE December 31, 2006 30 23 19 184 5 261

@ GIORDANO INTERNATIONAL LIMITED

E R REBER

S|
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B OB OB R M &
NOTES TO THE FINANCIAL STATEMENTS

—EEAFTZA=+-A

December 31, 2006

14. 9 ¥ - B BERRKE (B 14. PROPERTY, PLANT AND EQUIPMENT (continued)
£E Group
HEME
B3
B &
KA KR WOERE
2T Leasehold
RiEF improvements,
Freehold furniture & "E
land & BF  HER office Motor A%
(WABBBETAEN) (In HK$ millions) bulding ~ Buildings ~ Plant equipment  vehicles  Total
HAE Cost
\ZEERRE-A—H At January 1, 2005 38 125 75 619 19 876
BEEE Translation difference (1) - - (10) - (1)
ENHEZE Reclassified to
RENE investment property - (101) - - - (1o1)
"E Additions - - 1 108 1 120
& Disposals - - () (37) (1) (41)
RZBERETZA=T—H  AtDecember 31, 2005 37 24 83 680 19 843
2ENE Accumulated depreciation
RZEERF-F-H At January 1, 2005 6 10 62 439 13 530
BEZE Translation difference - - - (7 - (7
ENNEE Reclassified to
REMZ investment property - (1) - - - (1)
TEEHE Charge for the year - 1 5 105 2 13
& Disposals - - @) (35) (1) (38)
RZZERETZA=T—H  AtDecember 31, 2005 6 - 65 502 14 587
RZBERE+-A=+-H  Netbook value at
LEERE December 31, 2005 31 24 18 178 5 256

ANNUAL REPORT 2006 % #®
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e
NOTES TO THE FINANCIAL STATEMENTS

“EEFAFT-AZt-8
December 31, 2006

4. 9 ¥ - BERRE (B 14. PROPERTY, PLANT AND EQUIPMENT (continued)
58 Group
(a) RZEERER-ZZETRE+HA (a) As at December 31 of 2006 and 2005, no property, plant and
=t—H WEREWE - BBERF equipment was held under finance lease.
=i
(b) XKAEBEZITHREFMREE - (b) The freehold land and building is situated in Taiwan.
(c) BFZEEEFEINMET : (c) The analysis of the net book value of buildings is as follows:
£H NG
Group Company
(KB BB TRENL) (In HK$ millions) 2006 2005 2006 2005
EBBRA In Hong Kong, held on
-TEERTERY - leases of between
10 and 50 years 19 19 10 10
ERBUINGE Outside Hong Kong, held on
-tEERTERY - leases of between
10 and 50 years 1 2 - -
-HZRATFRAY - leases of over 50 years 3 3 - -
4 5 - -
R+=ZR=+—H At December 31 23 24 10 10

GIORDANO INTERNATIONAL LIMITED
& o EBER QA ANNUAL REPORT 2006 % #®



B O O X M A

NOTES TO THE FINANCIAL STATEMENTS
—EERETZHAZ=1+—H

December 31, 2006

14. 9 ¥ - B BERRKE (B 14. PROPERTY, PLANT AND EQUIPMENT (continued)
| Company
HEWE
#£E KRR
WAZERE
Leasehold
improvements,
furniture
BF & office =
(B aaETREN) (In HK$ millions) Buildings equipment  Total
A E Cost
== At January 1, 2006 and
—EEXRF+ZA=+—H December 31, 2006 11 3 14
Z2RFE Accumulated depreciation
RZZETZRF-A—-BR At January 1, 2006 and
—EEXF+A=+—H December 31, 2006 1 3 4
R-ZBEXE+=-A=+—H Net book value at
ZREFE December 31, 2006 10 - 10
HEWE
£ BMK
NS
Leasehold
improvements,
furniture
BF & office &5t
(UBEEE TAREMN) (In HK$ millions) Buildings equipment Total
A& Cost
RZETRAF-—A—AK At January 1, 2005 and
—EERF+-A=+—H December 31, 2005 11 3 14
Z2RTE Accumulated depreciation
RZZETZRF—A—BR At January 1, 2005 and
—ERRFFT-A=1—H December 31, 2005 1 3 4
R-ZZ2REF+=-HA=1+—H Net book value at
ZEREFE December 31, 2005 10 - 10

ANNUAL REPORT 2006 % #®
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NOTES TO THE FINANCIAL STATEMENTS
“EEAF+-AZ+-H

December 31, 2006

15. 8 & ¥ # 15.

AEERE-DEERAKE - R-FFTH
FoANFHETERIBRERENE -

INVESTMENT PROPERTY

The Group has a property which is held for long-term rental yields.
In 2005, such property is reclassified from buildings to investment
property.

Group

(LB EBETAEN) (In HK$ millions) 2006 2005
A& Cost
R—A—A At January 1 101 -
tERMmE Reclassified from

WEHFHE owner-occupied property - 101
K+-—A=+—8H At December 31 101 101
ZRME Accumulated depreciation
m—H—H At January 1 13 -
HteRMmE Reclassified from

VEHHE owner-occupied property - 11
REEFE Charge for the year 2 2
w+=-—A=+—8 At December 31 15 13
Rt=ZRA=+-BZKREZEE Net book value at December 31 86 88

ZRENER _TERNF+_A=1T—H
ZAPERBURBEERERIEREF
BEERARMGE - BESRELBRAD
BREFEE REMARIELCER
EREBERZEEEMELMGHS - ©
“EERETA=TH - ZYE(BREA
ErREFTHD) CRRVEREE —E
NTNBET(ZZZRF B —F
mTET) - EBRSRTEERZRENE
ZHEWAREE—TEL(ZTTRF:
BENBET)

GIORDANO INTERNATIONAL LIMITED
A RERBRERDE

The fair value of the investment property at December 31, 2006
was assessed by independent professional qualified valuer,
Greater China Appraisal Limited. Valuation was based on current
market value of the land and on estimate of the replacement cost
of building adjusted for age, condition and functional
obsolescence. The total fair value of the property, including
leasehold land and the building portion, was HK$148 million at
December 31, 2006 (2005: HK$140 million). In the profit and loss
account, rental income relating to investment property of
HK$10 million (2005: HK$8 million) was included.
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B O O X M A

NOTES TO THE FINANCIAL STATEMENTS
—EERETZHAZ=1+—H

December 31, 2006

15. 8 E W ¥ (& 15. INVESTMENT PROPERTY (continued)
REMEZREZEITWOT : The net book value of the investment property is analyzed as follows:
55
Group
(NEEBBTREN) (In HK$ millions) 2006 2005
EBEBUINGE Outside Hong Kong, held on lease
TEERTFRAY of between 10 and 50 years 86 88
16. it B 2~ A % & 16. INTEREST IN SUBSIDIARIES
|
Company
(KEMEETREN) (In HK$ millions) 2006 2005
FEMFE (KAE) Unlisted investment (at cost) 898 898
JE U Bt /B8 & B 5 IR Amounts due from subsidiaries 832 980
RZEERNFR_ZTHFHEER I As at the balance sheet date of 2006 and 2005, amounts due from
MBARNELARE BEBRRIZEX subsidiaries are non-interest bearing, unsecured and repayable on
B e demand.
TEMBRARZHRBIENRE B —TZA Details of principal subsidiaries are set out in note 34 to the
E-B-TRAZWBRERME34 - financial statements on pages 112 to 115.

GIORDANO INTERNATIONAL LIMITED
ANNUAL REPORT 2006 % #® & o EBER QA
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NOTES TO THE FINANCIAL STATEMENTS

—EsrE+t-A=+-A

December 31, 2006

HEZEHDRAARE
Name of jointly
controlled company

RIREE M
Place of
incorporation
and operation

17.

BREROAEILE

INTEREST IN JOINTLY CONTROLLED COMPANIES

As at December 31, 2006, the Group held shares in the following

jointly controlled companies:

Percentage of
equity holding

ERTR2HMERE
Issued and fully paid
share capital

FEEH

Principal activities

Giordano
Corporation
Limited

Higrowth
Ventures
Limited

EREFERLA
Cheong Yiu
Enterprises Limited

ABRE
Republic of Korea

RERKEE
British Virgin Islands

Bk
Hong Kong

GIORDANO INTERNATIONAL LIMITED

E R RXEBERA

3

2006

49.4

49.0

49.0

2005

49.5

49.0

49.0

~BE-E-TLER
ShEEDTEERzZAR
1,011,700 common stock of
WONS5,000 each

M+ ARAE R &

I+ —RBER

BREAES -—FT2ERR

49 Class A and 51 Class B

ordinary shares of US$1 each

ZtTER

BhkEEEE -T2
LR

200,000 ordinary shares of
HK$1 each

=
ks

BE
=<

B

Retail of apparel and

RE R

B
il
B0 T

%

accessories

BiE

Manufacturing

KEBREMHES
Trading of
packaging products

ANNUAL REPORT 2006 #
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B O O X M A

NOTES TO THE FINANCIAL STATEMENTS
—EERETZHAZ=1+—H

December 31, 2006

17. # @ £ & 2~ 8 # & (&) 17. INTEREST IN JOINTLY CONTROLLED COMPANIES (continued)

UTAREEMEZSARZH AR ZE
E -BEREE YICBREEEEER

The following amounts, representing the Group’s share of the
assets, liabilities and results of jointly controlled companies, were

BERGEEBERZERA included in the Group’s balance sheet and consolidated profit and
loss account:
%
Group

(NEEBBTREN) (In HK$ millions) 2006 2005
B EE Current assets 266 251
V=S Current liabilities (75) (67)
ERBEE Non-current assets 170 137
EnBERE Non-current liabilities (3) (5)
s EEFE Share of net assets 358 316
W & Revenue 660 564
£ A Expense (650) (537)
B % A1 2 A Profit before taxation 10 27
W18 Taxation 2) 7)
JE 1 B 5% 78 i A Share of profit after taxation 8 20
&Il G Proportionate interest in jointly

HEES R A controlled companies’

EEMEZAE operating lease commitments 58 22

REBEAHE 2 AREH ARz IR
BYREMIREBERERARE  MEF
ARAZEHRRAAGTEIMIRBERE
ARHIE -

There are no contingent liabilities and capital commitments relating
to the Group’s interest in the jointly controlled companies, and no
contingent liabilities and capital commitments of the companies
themselves.

GIORDANO INTERNATIONAL LIMITED @

ANNUAL REPORT 2006 % #® & o EBER QA



18. Bt & L 7 ¥ & 18.

RZZEERF+ =
N

B % O X M &

NOTES TO THE FINANCIAL STATEMENTS
“EEAF+-AZ+-H

December 31, 2006

INTEREST IN AN ASSOCIATE

A=t—0 F*&EF

As at December 31, 2006, the Group held shares in the following

BUTEE QARG associate:
R R R i B
BENREH Place of BERBEIHE BRTRZEHERAK
Name of incorporation Percentage of Issued and fully paid TEEK
associate and operation equity holding share capital Principal activities
2006 2005
Giordano (A=t 20.0 20.0 = TREREE RETERE
Fashions e B RE — TR EEA REHAR
L.L.C. United Arab BEREBNE K5 Retail of apparel and
Emirates 3,000 shares of accessories
AED1,000 each
AEBERBBZELMEEARERNT The Group’s interest in its unlisted associate was as follows:
%
Group

(UEEEBETAEN) (In HK$ millions) 2006 2005
AE Assets 43 39
BfE Liabilities (11) (9)
it EEFE Share of net assets 32 30
I &= Revenue 72 66
B 354 A g 7 Profit before taxation 8 11
18 Taxation - -
FE1L BR T 12 % Share of profit after taxation 8 11

GIORDANO INTERNATIONAL LIMITED

# 8 R EBER AR ANNUAL REPORT 2006 # #



19. BEE L R AERENGTKHE

B O O X M A

NOTES TO THE FINANCIAL STATEMENTS
—EERETZHAZ=1+—H

December 31, 2006

19. LEASEHOLD LAND AND RENTAL PREPAYMENTS

£H Group
HELH He
BENARE BEARE
Leasehold land Rental A&t
prepayments prepayments Total
(WE¥EZETRENL) (In HK$ millions) 2006 2006 2006 2005
R—RA-BZKERE Net book value at January 1 250 76 326 342
BEESR Translation difference 2 2
RE Additions - -
HE Disposal - - - (5)
REEHH Amortization for the year (9) (5) (14)  (13)
WTZA=T-BZEEFE Net book value at December 31 243 78 321 326
R Lib) Current portion (8) (6) (14 (13)
3 Rl Long-term portion 235 72 307 313
NG| Company
METHBEARBANMT : Leasehold land prepayments are analyzed as follows:
(WEEBBTRELL) (In HK$ millions) 2006 2005
R—A—AzEEFE Net book value at January 1 171 176
KEEHH Amortization for the year (6) (5)
WTZA=T-BZEEFE Net book value at December 31 165 171
BB Current portion (5) (5)
BB H Long-term portion 160 166
GIORDANO INTERNATIONAL LIMITED
ANNUAL REPORT 2006 & i B R B BERALA
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NOTES TO THE FINANCIAL STATEMENTS

“EEAF+-AZ+-H
December 31, 2006

19. € + 4 &% ¥ £ 78 4 F B 19. LEASEHOLD LAND AND RENTAL PREPAYMENTS

(48) (continued)
METHENREDEEENNLELEE Leasehold land prepayments represent prepaid operating lease
S RERAERREBEEFHE payments. The costs are amortized over the leasehold period and
- EREFEIMET their net book values are analyzed as follows:
55 A8
Group Company
(NEEBETRER) (In HK$ millions) 2006 2005 2006 2005
ERERA In Hong Kong, held on
-TEERTFREY - leases of between
10 and 50 years 175 180 165 171
ERENINES Outside Hong Kong, held on
-TEERTFEY - leases of between
10 and 50 years 43 44 - -
-HERATERD - leases of over 50 years 25 26 - -
243 250 165 171
2. 7 & 20. INVENTORIES
£8
Group
(UEEEBETAEN) (In HK$ millions) 2006 2005
JR &} Raw materials 66 50
ERE M Work in progress 51 39
ZUPX o Finished goods 305 280
422 369
FREECHAARERUCKREHENAH The cost of inventories recognized as expense and included in
BAEB_+—EBALTEHEEL(ZZEZR cost of goods sold amounted to HK$2,194 million (2005: HK$2,170
FoAB_+T-EBLTERT) - million).
@ GIORDANO INTERNATIONAL LIMITED
B R B KBERLDA ANNUAL REPORT 2006 # #
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NOTES TO THE FINANCIAL STATEMENTS

“EEAET=A=+-H
December 31, 2006

21 E W R AR HE 1 B WX 21. TRADE AND OTHER RECEIVABLES
58 NG|
Group Company
(LEM BB TAEN) (In HK$ millions) 2006 2005 2006 2005
JE U BR 3R Trade receivables 327 273 - -
B ORERE Less: Provision for impairment (10) (10) - -
FEM BR TS B Trade receivables - net 317 263 - -
HMEKRR - T2 Other receivables, deposits
SSERNE QL and prepayments 177 144 1 3
494 407 1 3
B RERREEN  AEEEERRS Other than cash and credit card sales, the Group normally allows

ATHRETEEZEPTYATHEREY -

AT REEIRRZ REA

an average credit period of 60 days to its trade customers.

The ageing analysis of trade receivables is as follows:

58
Group
(KBS BETAEN) (In HK$ millions) 2006 2005
EE=+H 0 - 30 days 236 202
=t—Ex+H 31 - 60 days 54 36
NT—ZATH 61 - 90 days 13 14
AT H Over 90 days 14 11
317 263

EKER s REENAATENER - A%
BrBEEIANE RS WEBZEK
ERUEETPUZEERR -

ANNUAL REPORT 2006 % #®

The carrying amount of trade
at fair value. There is no conc
trade receivables as the

receivables are stated approximately
entration of credit risk with respect to
Group has a large number of

internationally dispersed customers.

GIORDANO INTERNATIONAL LIMITED
A RERBRERDE
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NOTES TO THE FINANCIAL STATEMENTS
“EEAF+-AZ+-H

December 31, 2006

2. | K 22. SHARE CAPITAL
(UEBBETLAEN) (In HK$ millions) 2006 2005
EE Authorized:
ZTERER 2,000,000,000 ordinary shares of
BEESERzEBR HK$0.05 each 100 100
ERTRZEHAR Issued and fully paid:
THEATFTENTRE-THRE —T/\R 1,490,852,518 ordinary shares
(ZEZERF  THENTFLEATZE (2005: 1,489,630,518
ZhE—T/AR SREEEE AT ordinary shares)
R of HK$0.05 each 75 74

REFER BETRAZEHERN
T

Details of the movement in the issued share capital during the year
are set out below:

ROBE

Number of shares
2006 2005

BREEEE LMz EER
n—H—H
BT

wt+-—A=+—H

BITR®G

BAQRZBRIETE  ARRARAFEE
NEBRESE ATEERENT 2 &EF
mETTEREESERILZHEBRRK
hE—F-_+-_E=-Fhk-

(a)

ARANAFERETZHEREBRE
ARAERZRERDERTHBZEEAR

S -
WA
B 8l WER AL ARBEA LS

ERZEHABHENE—"E -+ EE
= o =R

(b)

Y &)
ARARNAFEE AL EFE R EAEF B -

(c)

GIORDANO INTERNATIONAL LIMITED
A RERBRERDE

(a)

(b)

(c)

Ordinary shares of HK$0.05 each
At January 1
Issue of shares

1,489,630,518
1,222,000

1,450,591,518
39,039,000

At December 31 1,490,852,518 1,489,630,518

Issue of shares

Pursuant to the share option scheme of the Company, the
Company issued 1,222,000 new ordinary shares of HK$0.05 each
in the capital of the Company to option-holders who exercised their
rights attached to share options during the year.

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

Share option information

A summary of the share option scheme and details of the
movement in share options of the Company during the year are set
out on pages 116 to 120.

Repurchase of shares

During the year, the Company did not repurchase any of its shares.
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22. & & (&) 22. SHARE CAPITAL (continued)

d —HEZHAAFBEEORG (d) Shares held by a jointly controlled company
R-EERF+-_A=Z+—H —HRE As at December 31, 2006, 1,800,000 ordinary shares (2005:
SRR BARRRE —AENTERTBRRK 1,800,000 shares) were held by a jointly controlled company.
B(ZEERF: —BNTER) -

23. f# & 23. RESERVES
RZZEXNF+_A=+—H8 ££EK The reserves of the Group and the Company as at December 31,
RKARlz B2 TMT - 2006 are analyzed as follows:

Group Company
(BN BB TRE[) (In HK$ millions) 2006 2005 2006 2005
BB Contributed surplus 383 383 540 540
EARBEE RS Capital redemption reserve 3 3 3 3
17 4 (B Share premium 606 602 606 602
BRI Share options reserve 10 10 10 10
BE 5 RR A Exchange reserve 20 (30) - -
Hi Other reserves 113 119 - -
B 1% 4 7 Retained profits 479 663 330 478
1,614 1,750 1,489 1,633
Bk R B R AR A Proposed final and special
(HisE12(a) dividends (note 12(a)) 298 298 298 298
EREX Total reserves 1,912 2048 1,787 1,931
HiMfE®EzFBET Details of other reserves are as follows:

(a)

RIEPBEREEREERIFER -
FEAEZHBRRIZATRERES
ARRBEREFER(WE) RANE
MEEHBARZEARE

RBEREH A ZRR AT R EER
REA - ABRBEZHAREHLRZ
rERBESREMREER A ARE
BEARERLBEELR MR
EREBREIRE -

BRENUABAEREHELAX
Bl PR R A ERBEZBE AR
FEMBES  BRBIEREN - A
AEDEZA °
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(a)

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

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

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

GIORDANO INTERNATIONAL LIMITED
A RERBRERDE
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24. E E B B 24. DEFERRED TAXATION

BEEREXRBEEZNEEEZRZER
RERAERZ HEMERHEE -

Deferred taxation is calculated in full on temporary differences
under the liability method at the rates applicable in the respective
jurisdictions.

AEBARFENNECHALERAMEL 2
B (ER—MHLE 2 SR EEN MT -

The movement in the Group’s deferred tax assets and liabilities
(prior to offsetting of balances within the same taxation jurisdiction)

during the year is as follows:

EEBE (EE)/EE Deferred tax (assets)/liabilities
mzE
BEFRE K2RZ
Accelerated  RF&EA
tax Unremitted  Hftt A
(BB HFE TAEENMN) (In HK$ millions) depreciation profits Others Total
RZZEZERF-HA—H At January 1, 2006 - 78 (10) 68
BhEEHE Translation difference - 8 )] 7
REZERT (Credited)/charged to
GtA) 3= profit and loss account 3) 5 )
RiEmP I Charged to equity - - 1 1
BROHGHREAL Reversal of temporary
CEHER difference on
withholding tax - (2) - (2)
RZBEERFTA=+— At December 31, 2006 3) 89 (17) 69
R-ZEERF—F—H At January 1, 2005 4 73 6) 71
REBEZEHR (Credited)/charged to
(FFA) 3= profit and loss account (4) 7 (3) -
KRR Credited to equity - - 1 M
BEMATIEZ Reversal of temporary
REMHER difference on
withholding tax - (2) - (2)
R-_ZETERF+-_A=+—H At December 31, 2005 - 78 (10) 68
@ GIORDANO INTERNATIONAL LIMITED
# 8 R EBER AR ANNUAL REPORT 2006 # #
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FAREZTIIXMETCHENEERE
ERT—MBRA 2 RERINE U s
malZZHA e

ARBEAERERETHAEELES OTH
BELT(CZZRF : BEMTEL)IE
BRBE - WEREREEHBEEE T
AR _T+EET (CETRF AR -T
TRET)BR-_ZEAF+-_A=1t—H
E—ERFNER B TZB2EEHER
BIR AR R B SIE

EARERMNAAT  BEEMERE KA
— M BEE  REHBEEEN BELERE
BEEREE TISRREFABELR
W& REERABRAIE -

B O O X M A

NOTES TO THE FINANCIAL STATEMENTS
—EERETZHAZ=1+—H

December 31, 2006

24. DEFERRED TAXATION (continued)

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

The Group has unrecognized deferred tax assets of HK$44 million
(2005: HK$40 million) arising mainly from tax losses. These
unrecognized deferred tax assets to the extent of HK$27 million
(2005: HK$27 million) will expire within 1 to 5 years from December
31, 2006. The remaining portion is mainly related to the losses of
subsidiaries in Germany, such tax losses has no expiry date.

Deferred tax assets and liabilities are offset when there is a legally
enforceable right to set off current tax assets against current tax
liabilities and when the deferred income taxes relate to the same
fiscal authority. The following amounts, determined after appropriate
offsetting, are shown in the balance sheet.

%
Group
(KBS BETAEN) (In HK$ millions) 2006 2005
BERIEBEEE Deferred tax assets (34) (24)
EREFRIBEE Deferred tax liabilities 103 92
69 68

ANNUAL REPORT 2006 % #®
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5. B+ B/ X & H ft B {4 ® 25. TRADE AND OTHER PAYABLES
56 N
Group Company

(NEEBETREN) (In HK$ millions) 2006 2005 2006 2005
JE - BR 3K Trade payables 292 246 - -

H A fE T 3R Other payables and
RERER accrued expenses 307 269 2 2
599 515 2 2

AT RENERZEE DT

The ageing analysis of trade payables is as follows:

Group
(KB BEETAEN) (In HK$ millions) 2006 2005
TEx=+H 0 - 30 days 218 192
—t+t—&X+H 31 - 60 days 39 40
AT—ENATH 61 - 90 days 20 8
@hTH Over 90 days 15 6
292 246

R REENARFEIIR -

i

26. % B & E
REBZFRDEEERDEENRRS
BE - AEER-ZETZAEFR-_ZETHF
ZERBDEENNABABN\ESATEE
TRAEETE-_TILEEL - ARRRZ
TEERER ST RAF2ERBEED R
AABLENTHEELEINE=ZFT—8
B

GIORDANO INTERNATIONAL LIMITED
A RERBRERDE

26.

The carrying amount of trade payables are stated approximately at

fair value.

NET CURRENT ASSETS

The Group’s net current assets, defined as current assets less
current liabilities, amounted to HK$862 million and HK$1,029
million in 2006 and 2005 respectively. The Company’s net current
assets was HK$794 million and HK$931 million in 2006 and 2005

respectively.

ANNUAL REPORT 2006 #
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27.

28.

EERAREARRED & &

FEER_ZERFR-_ZTRFZEE
RENRRBDEEIRIRBE -+ —EN
TZgETRkAB_T=FBZLtEET -
RRARRZEERNFZEELBNRLY
BERBBTN\BATZBET M=%

ERFYABE -_TEZREET -

REeERBAESEEER L
v}

27.

28.

B O O X M A

NOTES TO THE FINANCIAL STATEMENTS
—EERF+ZA=Z+—H

December 31, 2006

TOTAL ASSETS LESS CURRENT LIABILITIES
The Group’s total assets less current liabilities amounted to
HK$2,193 million and HK$2,307 million in 2006 and 2005

respectively. The Company’s total assets less current liabilities was
HK$1,862 million in 2006 compared with HK$2,005 million in 2005.

ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS

58
Group
(KEEEEBTREN) (In HK$ millions) 2006 2005
ReRIRITETF Cash and bank balances 723 903
B FRAEBR=@EA Deduct: Bank deposits with
PAEBIHY 2 maturity over three months
RITEMFR from date of deposits (3) (3)
720 900
RITER Bank loans (58) (76)
FReRAeEELET Net cash and cash equivalents 662 824
AEEN L R RRITEFRESES Included in the cash and bank balances of the Group are cash and
B_ET\BET(ZZTREF : BE_E bank balances totalling HK$208 million (2005: HK$290 million)

NTET) ZARBRE RRITHERE -

AEEEREFNERNERBD 2=
IR (ZETRF  BOZ-HNAKN) %
EERZFHRHRALINR=M[A -

AEBEZBRTEFNERNEZRBED Z
—HtO(CEERF Ao HZ) -
ZERTERZTHIHHER B IR
=f@A -

ANNUAL REPORT 2006 % #®

denominated in Renminbi.

The effective interest rate on bank deposits of the Group was
3.55% (2005: 2.96%); these deposits have an average maturity of
less than 3 months.

The effective interest rate of Group’s bank loans was 1.74% (2005:
1.30%); these bank loans have an average maturity of less than 3
months.

GIORDANO INTERNATIONAL LIMITED
A RERBRERDE
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29, & I

REBREZERE

(i) RZZETERFT_A=+—-H XK

ERARARRTERE %AE
BRERZTANKREE B2
ENSEENEERRANT

29. COMMITMENTS

Commitments under operating leases

(i)

As at December 31, 2006, the Group and the Company had
future aggregate minimum lease charges payable under non-
cancelable operating leases in respect of retail shops, office
premises, factories and warehouses as set out below:

3 |
Group Company

(LB aETREN) (In HK$ millions) 2006 2005 2006 2005

—FR Within one year 522 507 3 4
—FRBRFA After one year but

within five years 638 613 2 5

EFENUE Over five years 42 43 - -

1,202 1,163 5 9

KeHERVBEETRERRK
BT E LA -

AR REERELSE

(i) RZETRFT-_A=1T—H K&

G|
ETFImZE
EHEMEE IREBERERZFHS I
ﬁh’%%ﬁ%%Z%ﬂé(ufm%ﬁ&) °

The leases have varying terms, escalation clauses and
renewal rights. The operating lease rentals of certain outlets
are based on the higher of a minimum guaranteed rental or a
sales level based rental. The minimum guaranteed rental has
been used to arrive at the above commitments.

As at December 31, 2006, the Group and the Company had

BIRARBREEEERIM T future aggregate minimum lease income receivable under
PR RS 2 48 E TH E R S K R Wl non-cancelable operating leases in respect of retail shops
EWRALT : and factories as set out below:
£H YN

Group Company
(LB aETREN) (In HK$ millions) 2006 2005 2006 2005
—FR Within one year 24 25 10 17
—FRBRFA After one year but

within five years 7 26 - 10
31 51 10 27

GIORDANO INTERNATIONAL LIMITED
A RERBRERDE
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31.

RZZBZERE+ZA=+—H K5EE
N2 BAESE

Mo OH R KM

NOTES TO THE FINANCIAL STATEMENTS

30. CAPITAL COMMITMENTS

“EEAET=A=+-H
December 31, 2006

As at December 31, 2006, the Group has the following capital

committments:

& A
Group Company
(LEM BB TAEN) (In HK$ millions) 2006 2005 2006 2005
BEEHEX Contracted but not
i provided for - 2 - -
ERERRX Authorized but not
BH contracted for 1 - - -
1 2 - -
¥ REE 31. CONTINGENT LIABILITIES

R-FEAF+ZAS+—B A£ER
ARAERTL RO EENFREAZ
HEME

As at December 31, 2006, the Group and the Company had
contingent liabilities not included in the financial statements in

respect of the following:

-3 YN
Group Company
(NEEBZTRENR) (In HK$ millions) 2006 2005 2006 2005
REHERKEZS Bank guarantees in lieu of

ZIRITER rental and utility deposits 1 9 - -
R —2EMNBARER Bank guarantee in respect of
ZHERS CRITER rental deposit of a tenant of

a wholly-owned subsidiary - - 4 4

11 9 4 4

ANNUAL REPORT 2006 % #®
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2. fTE ¢ @M IA 32.

R-ZEAF+-AZ+—8 £EED
AEBRGEZEMNERLE D BT

DERIVATIVE FINANCIAL INSTRUMENTS

As at December 31, 2006, the total notional amount of outstanding
forward foreign exchange contracts to which the Group has

mEMT committed are as follows:
£H |
Group Company
(LB EBETAEN) (In HK$ millions) 2006 2005 2006 2005
REIMNE R E D Forward foreign
exchange contracts 25 - - -

RHMNERBENAFEIREN 2T
NE+T-ZRB=ZT-—HBYABE—BERL
(ZZTRF 8  -BUEHIBRERSTIA
Wé?é{iﬁzﬁ%1ﬁﬁm T B
FA FE U BR 3R T L At JRE Mk 3R

RZZBERF+ZA=1T—08  BEHIMNE
RbehzEsREREREREEAR
KAR—ZXEAANTRIAANER
KPR -

GIORDANO INTERNATIONAL LIMITED
A RERBRERDE

The fair value gain of the forward foreign exchange contracts at
December 31, 2006 is estimated to be approximately HK$1 million
(2005: Nil). The gain is calculated based on market values of
equivalent instruments at the balance sheet date and is included in
trade and other receivables.

Gains and losses in equity on forward foreign exchange contracts
at December 31, 2006 will be released to the profit and loss
account when they expire at various dates between one month to
six months from the balance sheet date.
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December 31, 2006

33. MATERIAL RELATED PARTIES TRANSACTIONS

During the year, certain subsidiaries traded with jointly controlled
companies and an associate in the ordinary and usual course of
business and on normal commercial terms. Details relating to
these transactions are as follows:

%
Group
(NEEBBTREN) (In HK$ millions) 2006 2005
HELH - Sales to:
HEEES R E jointly controlled companies 164 169
—BE AT an associate 142 148
306 317
BER: Purchases from:
HEEES R E jointly controlled companies 209 105
HelrAB : Rental income from:
HEEH A A a jointly controlled company 10 8

R+ZA=+—H R L EKE

Amounts due from these related parties at December 31 are:

3

Group
(KEM BB TREN) (In HK$ millions) 2006 2005
HEEH D E Jointly controlled companies 20 17
—BE AT An associate 19 10

RZEERF+ZA=+—H8  LilifEk
/\H%I%‘J/—\p _Hﬁ‘M/—\ :fkﬁa&ﬂ%

EIRENVANEES

T MR 0 % L A B ROR
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As at December 31, 2006, the above amounts due from jointly
controlled companies and an associate are reflected in trade and
other receivables.

GIORDANO INTERNATIONAL LIMITED
A RERBRERDE
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4. T E W B & 7 34. PRINCIPAL SUBSIDIARIES

ARBERZEERFFTRA=+—HZE The following is a list of the principal subsidiaries of the Company
THBARWT ¢ as at December 31, 2006:
BRERGBZ BRTREEHBRE
BERES % B A A E A
=N BRI i 2 Effective Issued and fully paid TEERIREHE
Name of Place of percentage of share capital Principal activities/
subsidiary incorporation  equity holding or registered capital place of operation
2006 2005
EHRERLDA &t 100 100 ZHER RETERE
Bluestar Exchange Hong Kong BREBEEYE—T REWMAm/ES
Limited * 2 Emk Retail of apparel
3,000,000 ordinary and accessories/
shares of HK$1 each Hong Kong
REREKES B 100 100 ANTHEREKREE EREREEAmZ
= NG| Hong Kong B —Tz LRk TELHE/AE
Bluestar Exchange 650,000 ordinary Retail and wholesale
Worldwide Limited * shares of HK$1 each of apparel and
accessories/Taiwan
East Jean Limited * A 100 100 tEREREE RETEREK
Hong Kong ATz ERR REHAm/&E
100,000 ordinary Retail of apparel
shares of HK$10 each and accessories/Taiwan
\/xF'EJ%’Ef?ﬁ% s 100 100 R TERT B/
H}ﬁ%ﬁﬁﬁ NG Macau MOP100,000 Trading/Macau
G & B Sourcing Macao
Commercial Offshore
Limited*
Giordano (Australia) SR 79 79 ++EREREE KETERE
Pty. Limited * Australia —RT 2 EAR R B A A & RN

GIORDANO INTERNATIONAL LIMITED
A RERBRERDE

700,000 ordinary
shares of AUD1 each

Retail of apparel
and accessories/
Australia

ANNUAL REPORT 2006 % #®
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MELARERE
Name of
subsidiary

(%)

R 37 it B
Place of
incorporation

34. PRINCIPAL SUBSIDIARIES (continued)

BERGZ
BERES®
Effective
percentage of
equity holding

B % O® R M O
NOTES TO THE FINANCIAL STATEMENTS
—EEAF+-A=+-A

ERTRZBAR

B 7 5 5 B A
Issued and fully paid
share capital

or registered capital

December 31, 2006

TEXBIREHE
Principal activities/
place of operation

Giordano (Japan)
Limited *

ERRERRZA

Giordano Limited *

Giordano (M)
Sdn. Bhd.

ERPORFBERAR *

Giordano (Macau)
Limited *

SR

Japan

BB
Hong Kong

P

Malaysia

BFT
Macau

ANNUAL REPORT 2006 % #®

2006 2005
100 100
100 100
100 100
100 100

—FE-_+REREEAE
hEHTZ &R
1,020 ordinary shares
of JPY50,000 each

LEREREE
BE-—BTsEBER
50,000 ordinary

shares of HK$100 each

—thEKREREE

BRATE -T2z EAK

350,000 ordinary
shares of RM1 each

BEELET
MR E B R K
MOP50,000

represented by 2 quotas

BRETERE
RECH A m/B R
Retail of apparel
and accessories/
Japan

REREBAm/EE
Retail and distribution
of apparel and
accessories/Hong Kong

RETERER
WA m/ERAED
Retail of apparel
and accessories/
Malaysia

KETERE

Ko B2 48 A9 dn R P
Retail of apparel
and accessories/
Macau

GIORDANO INTERNATIONAL LIMITED
A RERBRERDE
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&AL =
mENA

joint venture

GIORDANO INTERNATIONAL LIMITED
A RERBRERDE

. T EMWEB A 7 (H) 34. PRINCIPAL SUBSIDIARIES (continued)
BRERGBZ BRTREEBRE
BERES® B A M E A
=N BRI i 2 Effective Issued and fully paid TEERIREHE
Name of Place of percentage of share capital Principal activities/
subsidiary incorporation  equity holding or registered capital place of operation
2006 2005
Giordano Originals ik 100 100 MNEE—BNTE REREREHMARZ
(Singapore) Private Singapore S TERESFMNEK
Limited S$$1,900,002 Retailing and trading
of apparel and
accessories/ Singapore
mHERE (FE) B 51 51 —REBREEEE-—T KEREEIK
BERAA " Hong Kong 2 LR REMEARSE/IEE
Gloss Mind Apparel 2 ordinary shares Trading of apparel
(Hong Kong) Limited * of HK$1 each products and providing
apparel services/
Hong Kong
PT. Giordano e 40 40 —ThRAERK HERE KRB
Indonesia * Indonesia BhmE—BEHDREE kEBHERZ
ZEBK TE/HE
1,500 ordinary shares Retail of apparel,
of IDR1,000,000 each accessories and related
products/ Indonesia
IR B SR SCTYNE 100 100 ARE—FTHE-—TEBT REER ®HER
AR AR (B ) Mainland China RMB15,100,000 HERE REHA @/
Shenzhen Tiger K B
Garment Ltd. * (note) Investment holding,
manufacturing and
retailing of apparel
and accessories/
Mainland China
fiet - RINEHBEXERLET—REFIETE Note: Shenzhen Tiger Garment Ltd. is a sino-foreign co-operative
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. T EH B A 7 (&) 34. PRINCIPAL SUBSIDIARIES (continued)
BERGZ ERTRZBAR
BERES® B 7 5 5 B A
MEARER B 37 it 26 Effective Issued and fully paid TEER/IREHE
Name of Place of percentage of share capital Principal activities/
subsidiary incorporation  equity holding or registered capital place of operation
2006 2005

REEEERDA N 100 100 — TR RE R /B AR
Tiger Enterprises Hong Kong SHREmEAY—T Investment holding/
Limited ZEBR  ATER Mainland China

BREESEE—T

ZERZERETR

1,000 ordinary

shares of HK$1 each,

60,000,000 non-voting

deferred shares of

HK$1 each
Walton International MEHS 100 100 —BEZR HEATEN R
Ltd. * Cayman Islands FhmE—%X1T Licensing of

2 R trademarks

* HEHERA

3. B HERBEBB

AEEMBERRER _TELF=A_F
“HEEEERH -

102 ordinary shares
of US$1 each

* subsidiaries held indirectly

35.

APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by the board of directors

on March 22, 2007.
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