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Lifestyle International Holdings Limited (the “Company” or “Lifestyle
International” together with its subsidiaries, collectively the “Group”) is a
Hong Kong-based retail operator that specializes in the operation of high-end
department stores through its two retailer brand names, SOGO and Jiuguang,
in Hong Kong and the PRC. The Group owns two SOGO stores in Hong Kong
including the flagship store in Causeway Bay (“SOGO CWB”), the largest
and leading department store in Hong Kong, as well as the Tsim Sha Tsui
store (“SOGO TST”), which features a slightly different format that targets a
younger group of customers. Our Shanghai Jiuguang Store was established
with a similar business format to that of our flagship SOGO CWB, and has
gained considerable popularity with the Group’s brand-building efforts to
developing the premise into a preferred department store in Shanghai since
its grand opening in September 2004.

The success of the Group’s SOGO stores in Hong Kong over the years has
enabled the Group and its management team to develop concrete retail brand
building and management expertise, which is leveraged on to build a loyal
customer base, strong business network and further expansion into other
cities in China. In December 2006, the Group announced the acquisition of
two new sites for the development of fully-fledged retail complexes in Suzhou
and Shengyang. The Suzhou Jiuguang Store, the Group’s second self-

built store in China, currently the largest department store in Suzhou City,
was inaugurated on 16th January, 2009. The Shenyang Jiuguang Store is
scheduled to commence operations by the end of 2011. Apart from self-built
projects, the Group acquired two retail properties respectively in Dalian and
Tianjin in the middle of 2008 for operation of department stores with format
similar to our SOGO TST, The Dalian Jiuguang saw the trial opening of part of
the store in December 2008 and the store is expected to be fully operational
in the first half of 2009 while the Tianjin Jiuguang Store is scheduled to open
in the second half of 2009. Riding on the Group’s solid foundation that has
embodied an impressive track record, these new projects will further fuel the
Group’s growth momentum in the future.
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BOARD OF DIRECTORS

Executive Directors

Mr. Lau Luen-hung, Thomas (Managing Director)
Mr. Doo Wai-hoi, William

Non-executive Directors

Dat¢ Dr. Cheng Yu-tung (Chairman)
Dr. Cheng Kar-shun, Henry

Mr. Lau Luen-hung, Joseph

Ms. Lau Yuk-wai, Amy

Independent Non-executive Directors
Mr. Lam Siu-lun, Simon (ACA, FTIHK)
Mr. Cheung Yuet-man, Raymond

The Hon. Shek Lai-him, Abraham

Mr. Hui Chiu-chung, Stephen

QUALIFIED ACCOUNTANT
Mr. Poon Fuk-chuen, Terry (CPA)

COMPANY SECRETARY
Ms. Siu Po-sim, Katherine (Acs, Acis)

AUTHORISED REPRESENTATIVES
Mr. Lau Luen-hung, Thomas
Ms. Siu Po-sim, Katherine (Acs, Acis)

AUDIT COMMITTEE

Mr. Lam Siu-lun, Simon (ACA, FTIHK) (Chairman of the Audit Committee)
Mr. Cheung Yuet-man, Raymond

The Hon. Shek Lai-him, Abraham

Mr. Hui Chiu-chung, Stephen

REMUNERATION COMMITTEE

Mr. Lau Luen-hung, Thomas (Chairman of the Remuneration Committee)
Mr. Lam Siu-lun, Simon (ACA, FTIHK)

The Hon. Shek Lai-him, Abraham

Mr. Hui Chiu-chung, Stephen

REGISTERED OFFICE
Cricket Square

Hutchins Drive, P.O. Box 2681
Grand Cayman KY1-1111
Cayman Islands
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HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS
20th Floor, East Point Centre

555 Hennessy Road

Causeway Bay

Hong Kong

PRINCIPAL BANKER
Bank of China (Hong Kong) Limited

AUDITORS
Deloitte Touche Tohmatsu

SOLICITORS
Richards Butler
Sit, Fung, Kwong & Shum

HONG KONG SHARE REGISTRAR AND

TRANSFER OFFICE (BRANCH REGISTRAR)
Computershare Hong Kong Investor Services Limited
Rooms 1712 — 1716, 17th Floor, Hopewell Centre
183 Queen’s Road East, Wanchai, Hong Kong

CAYMAN ISLANDS SHARE REGISTRAR
AND TRANSFER OFFICE (REGISTRAR)

Butterfield Fulcrum Group (Cayman) Limited

Butterfield House, 68 Fort Street

P.0. Box 609

Grand Cayman KY1-1107

Cayman Islands

SHARE INFORMATION

Place of listing: Main Board of The Stock Exchange of Hong Kong Limited

Stock code: 1212
Board lot: 500 shares
Financial year end: 31st December

Share price at 31st December, 2008: HK$7.85

Market capitalization at 31st December, 2008: HK$13,141 million

WEBSITE ADDRESS
www.lifestylehk.com.hk
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OPERATING RESULTS

HEHEE

2008 2007 2006 2005 2004
HK'000 F#7T —TENFE —TTEF ZTERF —TERF ZZTTNF
Sales proceeds $HE FT155K 7,674,699 6,780,518 5,531,552 4,579,212 3,558,254
Turnover & %58 3,521,633 3,112,368 2,581,962 2,094,299 1,608,728
EBITDA B FIBUA K ~ FiI8 « 918 R AT > &7 1,496,000 1,348,400 978,600 817,700 586,600
Net profit 45| 927,226 1,024,085 740,170 539,378 414,125
Basic earnings per share (HK cents) %A ZF| (GEl) 54.5 60.2 43.7 34.7 31.1
Total dividends per share (HK cents) &% 8 (L) 24.0 24.0 17.8 15.3 13.7
for the year ended 31st December HZE+—-A=+—HI-FE
TURNOVER GROWTH
BEEER

VAR CY N/
HK$ million 2 j‘@; e *7% 5 % - .
BEBTT
4,000 3,522
3,112
2,094
2,000
1,609
1,000
04 05 06 07 08
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GROSS PROFIT
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1,976
2,000
1,735
1,500
1,000 883
500
04 05 05 o °

2008 SALES PROCEEDS BY MARKET
ZRTN\ERTISES ZHEMER

China
a8
Sales Troceeds CT»/O'JH\
iy China
P E) LIS BV AT

+3\ Y
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*EF BB EVTE T
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e Market leader e |ncreasing popularity
TR MEETERS

e High Customer loyalty e |ncreasing operating leverage
BERERES AR ETER S
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Completed the share swap
transaction with Beiren
Group
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Completed the acquisition
of four retail properties in
Dalian, Tianjin, Harbin
and Qingdao
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Launch the SOGO Visa
Platinum Card

HHI=YVisaB &+

NO\/Q‘W(V

Record high daily sales and
‘ 1 B s traffic footfall of HK$44.4 million

i il s i and 172,000 at Sogo CWB
i 3 during Thankful Week
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Dalian Jiuguang began trial operation
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LAU Luen-hung, Thomas %3
Managing Director & F 48457

The year 2008 saw dramatic changes in the global economy and financial
market that had posed significant challenges to governments, corporations
and individuals around the world. To weather the economic turbulence,
Lifestyle International had stayed focused on implementing sound business
strategies for its core business and managed to achieve satisfactory results
for the Group.

For the year ended 31st December, 2008, the Group recorded a 13.1%
increase in turnover from the previous year and net profit of HK$927.2
million. The Board has recommended payment of a final cash dividend of
HK12.0 cents per share and together with the interim dividend of HK12.0
cents that was paid on 12th September, 2008, total dividends for the 2008
financial year amounting to HK24.0 cents.

Despite the volatile market condition in 2008, total retail sales in Hong Kong
still increased by 10.5% in value for the whole year. The first few months
of 2008 saw the retail market continued to enjoy the growth momentum
carried forward from the previous year, before the growth rate began to

tail off following the disastrous Sichuan earthquake in May, exceptionally
wet weather in Hong Kong in June, and mounting uncertainties due to the
global financial crisis emanating from the US subprime mortgage crisis.
Nonetheless, the negative market sentiment started to improve slightly from
November onwards as the global financial market had begun to stabilize,
thus helping to drive up retail sales towards the end of the year. The
improvement was also a result of the festive atmosphere coupled with a
rebound in inbound tourism in Hong Kong.

8 Lifestyle International Holdings Limited Annual Report 2008
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In the face of the challenge, the Group stayed focused on pursuing its
business strategies through careful planning and execution of various
initiatives. The perseverance had translated into modest growth of the

Group’s businesses in both Hong Kong and Shanghai for the year as a whole.

During the year, SOGO CWB continued to be the major contributor of the
Group’s revenue and profit. Sales growth of the flagship store, which in effect
serves as a barometer of Hong Kong's economy, had been largely in line
with fluctuations in the financial market and economic changes. Yet thanks
to its solid foundation and leading industry status, SOGO CWB maintained a
moderate 7.7% growth on the whole, compared with 18.2% in the previous
year. Meanwhile, SOGO TST delivered more than satisfactory results,
effectively affirming it as a popular shopping destination for young and
fashion-conscious customers. For the year under review, the store logged a
26.8% sales growth, compared with 19.5% in 2007.

As the leading department store operator, we maintained a sizeable market
share at around 2.2% of total retail sales and 21.4% of department store
sales in Hong Kong.

Our Shanghai Jiuguang continued to achieve sales and profit growth. During
the year, it recorded a 18.7% increase in sales, compared with 40.4% in
the previous year. As with Hong Kong consumers, mainland consumers

had become more cautious about spending due to the global economic
downturn. This had led to dramatic slowdown in sales growth at the store in
the second half of the year. Nevertheless, Shanghai Jiuguang still managed
to deliver double-digit sales growth for the year as a whole.

Regarding our new operations in China, we are pleased to announce that
our Dalian store began trial operation at the end of 2008 and the official
opening is scheduled for April 2009. The Group’s second self-built store in
China, Suzhou Jiuguang, located in the heart of Suzhou
Industrial Park, was inaugurated on 16th January, 2009.
With a gross floor area of approximately 170,000 square
metres, the six-level Suzhou Jiuguang is currently the largest
department store in Suzhou City and a one-stop destination
for fine dining, entertainment and shopping. Meanwhile,
the Tianjin store is scheduled to open in the fourth
quarter in 2009 and the Shenyang store in 2011.

This carefully planned opening schedule of new
stores will steadily increase the Group’s retailing
space and exposure in the PRC without
overstretching our financial resources amid

the current economic climate.
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In view of the current economic uncertainties, the management takes a ERBREEFETHBEREZ  EBEH T
cautious view on the Hong Kong and Mainland retail markets in 2009. ZNEEELREAZEMSBRTERE - A
Nevertheless, we believe the relative impact on China would not be as i EARRETE EHESEEIERREERT
significant and domestic demand would continue to rise, thanks to the HEBMmMETRIMAR  NEBEBEEPEMZ 2
central government’s stimulus package aimed to pushing economic growth TEBHRHARER  MABITBEE LA -
and boosting domestic consumptions. The stimulus package is believed to EREBEPECERREE - BENRA
also benefit Hong Kong given its close economic ties with China. BNESBHEXE -

We are confident of our ability to ride on our solid foundation and to stay AEBBEL  SAFERERERBIF 2T
focused on maintaining the well-being of our existing operations through BHERERE  THREBEER  HIERE
careful planning and execution of our innovative promotion and marketing BEBIREMR - 1IN - B2 EBREK R
strategies. In addition, the current economic climate and financial RS L2 THRMEER - EAAEEIRHEE

uncertainties are set to provide investment opportunities to the Group and as ~ &#:8 - REB A B EESKFHIER -
such, the Group will continue to seek new projects with a view to expanding ERFHREARE T -
the Group’s business in the coming years.

Last but not the least, on behalf of the board | would like to take this & AABRRESRESTASEEHE INF
opportunity to thank our team for their hard work throughout the year, as well ~ ABRTEEH - UREF - 2BBERKRED
as our customers, business partners and shareholders for their support. We THRRLEH UTHERRFEEES BT
look forward to your continuing trust and support in the years to come. IEERIER o

Lau Luen-hung, Thomas EFRIHE

Managing Director 21858

3rd March, 2009 “EENF=A=H
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The year 2008 was no doubt a dramatic and stormy year for all industries
and economies around the globe, China and Hong Kong were no exception
although the impact of the financial turmoil to this part of the world has so far
not been as severe as those more developed economies such as the US and
most major countries in Europe.

Retail sales during the year 2008 in Hong Kong still showed decent growth
thanks to the momentum carried forward from the previous year into most
part of the first half of 2008. Continued increase in inbound tourists from
Mainland China and other countries also helped the retail sales as a whole.
The steadier condition of the global financial market following rescue or
stimulus packages announced by most governments around the world led
to slight improvement in consumer confidence in the last two months of the
year, which added to the retail sales growth momentum amid the festive
atmosphere. As a result, total retail sales in Hong Kong for 2008 increased
10.5% from that of the previous year.

For Mainland China, the year 2008 was also an extremely challenging

one, with the natural disasters such as the snow storms hitting central and
southern China in the beginning of the year, the Sichuan earthquake in May,
and the global financial tsunami affecting the country’s exports since the
second half of the year. With a strong foundation, however, China managed
to weather these crises, recording a 9.0% growth in GDP and a 21.6%
year-on-year increase in retail sales. This was thanks in part to the rising
consumption power of urban dwellers and the middle class, which continued
to grow in size.

In view of the economic uncertainties, the Group stayed focused on pursuing
its business strategy through careful planning and execution of various
initiatives. As a result, SOGO CWB and SOGO TST managed to achieve a
9.2% growth in aggregate sales revenue. SOGO TST, in particular, delivered
a highly satisfactory performance that represented a remarkable feat given
the economic slowdown and dipping consumer confidence. The Group’s
Hong Kong operations continued to remain competitive and sales continued
to account for 21.4% of the Hong Kong’s department store sector. In
Mainland China, our Shanghai Jiuguang store continued to gain popularity and
both traffic footfall and sales continued to grow in this highly competitive
Shanghai market.

12 Lifestyle International Holdings Limited Annual Report 2008
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TURNOVER AND SALES PROCEEDS

The Group once again achieved record-high turnover which represented a
13.1% increase to HK$3,521.6 million. Total sales proceeds (net of VAT)
from both direct and concessionaire sales transactions increased

13.2% from HK$6,780.5 million in 2007 to HK$7,674.7 million. The
increase stemmed from organic growth of the Group’s three existing stores.
Sales proceeds of SOGO CWB, SOGO TST and Shanghai Jiuguang were
HK$5,524.7 million, HK$570.2 million and HK$1,579.8 million respectively,
accounting for 72.0%, 7.4% and 20.6% of the Group’s total sales proceeds.

GROSS PROFIT AND GROSS MARGIN

The Group’s gross profit margin increased to 56.1%, compared with 55.7%
in 2007 with the amount of gross profit reaching HK$1,976.4 million,

up 13.9% from HK$1,734.6 million recorded in the previous year. The
improvement in gross profit margin was a result of the slight improvement
in the average commission rate at the Shanghai Jiuguang store in respect of
concessionaire sales from 20.56% to 21.03%.

SELLING AND DISTRIBUTION COSTS

The Group keeps a tight control on its costs and the increase in the year was
mainly due to pre-operating expenses amounting to approximately HK$42.1
million, including depreciation and amortization charges of land and
buildings, in respect of our Dalian, Tianjin and Suzhou Jiuguang store.

ADMINISTRATIVE EXPENSES

The increase was mainly a result of the HK$23.3 million professional fees
incurred during the year relating to the proposed acquisition of Egana as well
as the additional non-cash share option charge of HK$58.9 million relating
to the share options granted to a director and employees of the Group in
October 2007. Other increases in administrative expenses for the year
included also salaries and wages which was result of increase in headcounts
to cope with business expansion and general wage rise.

INVESTMENT INCOME

This comprises mainly interest income from the Group’s surplus cash
deposited at banks and net investment income from yield-enhancement
products as part of the Group’s treasury activities. The relatively small income
this year was a result of the Group’s lower cash level during the year coupled
with the low interest rate environment. Furthermore, the investment income
recorded in 2007 included approximately HK$96.7 million gain on disposal
of listed securities where similar gain during the year was only approximately
HK$27.0 million.

EEERHERSRIE
KREBFRNZEEFELMIBI% E
3,521,600,000/ 7T - BAIFE « MREE#EH
ERFEBFEFTEENEE 2 HEMSRIEATE(H
MRIZER) B =TT+ 4 26,780,500,0007% 7T
#IN13.2%%7,674,700,000 T - BRI ES
BASE=FHEAEATIZNILE - th#
FEBEY  RPBSK R EFANZ HEBR
185y Bl £5,524,700,0007% 7T ~ 570,200,000
JL%1,579,800,000/87C + # Rk AL EHERT
SHBRFE272.0% * 7.4%%20.6% °
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AKX Z T EEEETEH2056% LA ZE
21.03% * RS HE RS -
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BHBEEME—RIEFREMSIBNFSRT
B g .

BEWAN
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FINANCE COSTS

Total finance costs, mainly comprised interest expense on the Group’s bank

loans and other finance charges, increased 14.2% to HK$111.3 million

(2007: HK$97.5 million). The increase was mainly caused by higher average

loan level throughout the year which was a result of the massive capital

expenditures incurred in 2007 and during the year but was partly off-set by a

relatively low interest environment during the year compared to the previous
year. During the year, HK$43.2 million (2007: HK$15.6 million) of the
interest incurred has been capitalised as property under development.

DISCOUNT ARISING ON ACQUISITION OF ASSOCIATES
This fair-value adjustment gain represents the excess over its cost in respect

of the Group’s share of the fair-value adjusted net book value of its indirectly
held associated company, A FEILEA BEE AR E T2 A (“Beiren
Group”), following completion of the share swap transaction during the year.

As this investment in the Beiren Group was made through a 60% owned

subsidiary, 40% of this gain has been accounted for as minority interests in

the accounts.

FAIR VALUE CHANGES ON INVESTMENT PROPERTIES
The amount represents mainly the surplus gain before tax arising from fair-

value change in respect of the Group’s two retail properties in the PRC

purpose.

following completion of the acquisition during the year and confirmation
of the Group’s intention to holding them for rental or resale

LIQUIDITY AND FINANCIAL RESOURCES

After making payments of the acquisition costs and

construction costs of the Group’s various projects in the

PRC, the Group’s net cash position had turned net debt

(HK$578.7 million) as at 31st December, 2008, comprising
approximately HK$2,439.4 million of cash and bank

balances, and approximately HK$3,018.1 million of

bank loans. Cash and bank balances comprise

He TRC
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MANAGEMENT DISCUSSION AND ANALYSIS & 12 & &t & & /3 #fr

mostly US dollars and Hong Kong dollars, accounting for approximately
66.2% of the Group’s total cash and bank balances, are held mainly as short-
term deposits at banks in Hong Kong which are under the government’s
Deposit Protection Scheme. The remaining approximately 33.8% of the
Group’s cash and bank balances are denominated in RMB and deposited
with banks in the PRC. The Group’s bank loans included a Hong Kong dollar
secured term loan of HK$2,600.0 million, repayable semi-annually, with the
final repayment due in December 2011. As at 31st December, 2008, the
Group had committed un-drawn loan facilities of HK$1.0 billion, expiring also
in December 2011, granted by a bank in Hong Kong. This loan facility bears
interest calculated with reference to the HIBOR. The remaining RMB loan
balance comprises a secured project loan and unsecured working capital
loans borrowed in China bearing interest calculated with reference to the
PBOC lending rate.

PLEDGE OF ASSETS

As at 31st December, 2008, the Group had pledged certain leasehold land
and buildings with carrying values of HK$1,636.0 million (2007: HK$1,680.3
million), together with certain shares of the Company’s subsidiaries, to secure
the banking facilities of HK$4,000.0 million (2007: HK$4,000.0 million)
granted to the Group of which HK$3,000.0 million (2007: HK$3,000.0
million) has been utilised. In addition, the Group’s property under
development in the PRC with carrying value as at 31st December, 2008 of
approximately HK$1,123.6 million has been pledged to secure a project loan
facility of RMB390.0 million (equivalent to approximately HK$440.7 million).
At 31st December, 2007, certain investment properties of the Group with
carrying values HK$1,538.9 million were pledged to secure a RMB300.0
million (equivalent to approximately HK$320.4 million) loan advanced by a
bank to a third party to whom the Group was indebted.

The Hong Kong and Shanghai retail market continued to grow during the
first few months of the year before the growth rate began to slow down in
May due to the combined effects of negative financial and property market
sentiment, the Sichuan earthquake and exceptionally wet weather in the case
of Hong Kong. Consumer confidence was brought down further by rising
uncertainties caused by the global financial crisis. Nonetheless, the Group,
leveraging on its solid foundation and leading industry status, managed to
stay focus on pursuing its business strategies through careful planning and
execution of innovative promotion and marketing initiatives. With the joint
efforts of almost all governments and central banks around the world that
indicate their commitments to rescue the global economy, the financial
market started to stabilise in the last two months of the year. Together with
the festive atmosphere these positive signs have brought back consumer
confidence and spending to a certain extent.
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SOGO CWB remained during the year the major contributor of the Group’s
revenue and profit. Regarded as the barometer of Hong Kong's economy,
SOGO CWB has seen fluctuations of its store sales throughout the year

in line with changes of the economic environment and financial market.
Notwithstanding the negative impact of the financial meltdown to the
sentiment of the consumer market, the flagship store still managed to
achieve positive year on year sales growth even in the second half of the year
and as a whole, posted an approximate 7.7% year on year sales growth for
the full year.

SOGO TST continued during the year to deliver more than satisfactory
performance, logging a 26.8% sales growth compared to 2007. The double-
digit growth achieved even in the second half of the year was particularly
remarkable amid the economic uncertainties and was attributable mainly to
an improvement of brand-mix that meets the needs of the store’s customer
profile and the continuous rise in traffic footfall resulting from increasing
inbound tourists and growing popularity of the store.

Shanghai Jiuguang, by now one of the most sought-after shopping
destinations in Shanghai and a consistent profit contributor of the Group,
recorded 18.7% increase in sales year-on-year in local currency term. The
credit crunch that triggered the global financial crisis has caused devaluation
of the stock and property market in China and created negative impact on
the wealth of most people. Mainland consumers have become more cautious
about spending especially when it comes to luxurious discretionary items.
Notwithstanding this negative impact, Shanghai Jiuguang still managed to
deliver double-digit growth due in part to the Group’s relentless efforts in
promoting the store as a quality lifestyle shopping destination through careful
marketing strategies.

SOGO CwB

With its premium location and interesting product offerings, SOGO CWB
remained the shopping Mecca for Hong Kong people and in-bound tourists
especially those from Mainland China. Part of its success achieved in 2008
lied in its high brand recognition and innovative marketing initiatives, such
as the Thankful Week in May and November, which created another record
high daily traffic exceeding 172,000 on 15th November, 2008.

During the year under review, the average daily traffic at SOGO CWB
remained at a high level of around 92,500 compared with around 94,700 in
the previous year. The stay-and-buy ratio was down slightly to

30.1% from 30.4% in the previous year. The average ticket size however
increased approximately 9.7% to HK$530 (2007: HK$483). During the
“Thankful Week” in November, the store recorded once again record-
breaking daily sales amount of HK$44.4 million that demonstrated strong
customer loyalty. Sales of the store grew approximately 7.7% from a year ago
to HK$5,524.7 million.
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SOGO TST

After three years of operation, SOGO TST has firmly established itself as

a widely popular shopping destination for young and fashion-conscious
customers in Kowloon. Through continued efforts in enhancing and enriching
the store’s merchandising and brand mix to meet market demand as well as
investing in marketing and promotion fronts, the average daily traffic stayed
at around 32,000 with the stay-buy ratio increasing from 13.8% to 14.2%.
Average ticket size jumped approximately 15.7% to HK$339. The store’s
sales surged approximately 26.8% from the previous year to approximately
HK$570.2 million.

SHANGHAI JIUGUANG

Four years since its inception, Shanghai Jiuguang continued to thrive and
grow in popularity and has established itself as one of the most sought-

after mid- to high-end shopping destinations in Shanghai and has been
delivering consistent results and performance. During the year, it recorded
approximately 18.7% year-on-year same-store growth in local currency term
with daily traffic footfall up approximately 7.8% from 45,700 to 49,300. As
consumers have become more cautious in spending, average ticket size
increased only marginally from RMB261 to RMB269, up approximately 3.1%.

EXPANSION IN MAINLAND CHINA
The Group has been making tremendous progress during the year in terms
of rolling out its expansion plans in Mainland China.

The retail property in Dalian, which acquisition was completed in the middle
of 2008, started trial opening of part of the store before the Christmas in
December 2008. The renovation work for the remaining portion of the
building will be gradually completed in the next couple of months and the
whole store is expected to officially open in April/May 2009. This 35,500
square metres GFA Dalian Jiuguang store will be focusing on young
customers and the brand and product mix in the store will be tailored for the
local needs.

Located in the heart of the Central Retail District of the Suzhou Industrial
Park, the Suzhou Jiuguang store, the Group’s second self-built store in
China was inaugurated on 16th January, 2009. With a gross floor area of
approximately 170,000 square metres, the six-level Suzhou Jiuguang is
currently the largest department store in Suzhou City. It is home to more
than 500 brands, a vast array of products, an amusement centre, mega
supermarkets and fine dining and other amenities.

Meanwhile, renovation work for the Tianjin Jiuguang store is scheduled to

begin in the next couple of months and the store is expected to open by the
end of the third quarter or the beginning of the fourth quarter in 2009.
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Planning work for the development and construction of the Shenyang
Jiuguang store is underway and after taking into account the current market
conditions and the experience with the Suzhou store, the Group expects that
the Shenyang store should be ready for business before end of 2011.

Beiren Group, a leading retail group based in Shijiazhuang, Hebei Province,
in which the Group holds an effective 18% stake following the completion

of the share swap transaction in April 2008. The Beiren Group operates 6
department stores, 14 supermarkets and a number of outlets selling items in
the electrical appliances and consumer electronics and jewellery categories.
The Group’s share of results of this Beiren Group during the period after
adjusting for amortisation of fair-value gains at the Group level has been
negligible.

ACQUISITION OF EGANAGOLDPFEIL (HOLDINGS) LIMITED

The Group’s year-long participation in the debt restructuring and proposed
acquisition of the Egana Group ended in September 2008 when certain
conditions precedent as set out in the debt restructuring agreement were not
fulfilled. The Group has since shifted the focus to dealing with recovering the
HK$300.0 million loan advanced to the Egana Group. As at 31st December,
2008, the outstanding loan principal and default interest due amounted

to HK$296.6 million and HK$7.2 million respectively and in view of the
financial position of the Egana Group, impairment provision in the amount of
HK$276.6 million and HK$7.2 million has been made in the accounts for the
loan and default interest respectively after taking into account the estimated
net realizable value of the collaterals available against the loan principal. The
Group is in the process of enforcing its rights against these collaterals.

The current financial tsunami, believed to have been sparked by the sub-
prime mortgage crisis in the United States almost a year and a half ago,

has created unprecedented damages to the world’s economy and so far

it is impossible to measure the depth and width of the economic wound.

The economic outlook for the rest of this year depends largely on the
effectiveness of the various massive stimulus plans being implemented in the
US and rest of the world.
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Despite our strong and sound fundamentals and foundation, Hong Kong and
China have not been spared as exports in China started to drop and factories
started to reduce or cease production. This inevitably has slowed down
China’s economy and the trend is set to persist. An effective government
stimulus package is indispensable and keeping an eye on the domestic
market is a matter of course. With the central government’s determination

to help enterprises in different sectors and boost domestic consumption in
Mainland China, retail markets in China and Hong Kong are expected to
benefit as a result.

Uncertain as the economy is for the rest of the year, and with the employment
market in Hong Kong and China worsening, the management takes a
cautious view about the retail market in Hong Kong and Mainland China in
2009. Nonetheless, with the Group’s unique business model and its strong
market presence in Hong Kong and Shanghai, we will continue to leverage
on our strengths and work to become even stronger. Notwithstanding the
uncertainty concerning growth in store sales, the Group’s cash flow in

2009 is expected to remain strong and will be able to provide steady
funding source for existing projects and new investment opportunities. The
management also believes the current market conditions are in favour of the
Group in terms of identifying new projects.

In the meantime, we will be focusing on upholding the leading market
position and profitability of our existing operations and making them even
more competitive. We are confident in the Group’s ability to weather
this global economic turbulence, maintain our leading status in the
industry, and ultimately become a leading retail player in the PRC.
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COMMITMENT TO TRANSPARENCY

The Board emphasizes in creating and maintaining a high level of
transparency through timely disclosure of relevant information on our
activities to our shareholders, investors, media and investment public,
through regular press releases, analysis’s briefings, press conferences, as
well as timely updating of the Company’s website, availability of designated
investor relationship agent to handle enquiries. Our Executive Directors and
senior management, who looks after the business operation, are committed
to response to enquiries from regulators, shareholders and business
partners.

COMMITMENT TO GOOD

CORPORATE GOVERNANCE PRACTICES

Our management commits to good corporate governance practices as

our corporate culture. We instill this corporate culture into our internal
procedures and control structures, which are supervised and headed by the
Board of Directors and its various committees. All efforts and measures are
aimed at improving the quality and standards of governance practices for
greater accountability towards our stakeholders and the public.

Throughout the year under review, the Group had complied with all the code
provisions of the Code on Corporate Governance Practices (the “CG Code”)

as set out in Appendix 14 of the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”).
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THE BOARD AND BOARD PROCESS

All executive members of the Board are responsible for reviewing, evaluating
and finalizing the Company’s strategies and policies, annual budgets,
business plans and performance, and all board members have full access
to and are provided with adequate, reliable and timely information of the
Group and its operation so as to enable them to make timely decision. Such
information analysis can be accessed directly through briefing and reporting
by the Executive Directors and senior management. Access to independent
professional and legal advice on issues is available to all Board members
whenever they consider it necessary.

Currently the Board comprises two Executive Directors, four Non-executive
Directors and four Independent Non-executive Directors. Each one of them
has different professional and industrial qualification and experience, which
enable them to make valuable and diversified advice and guidance to the
Group’s activities and development. Within the Board, more than one-third
of the members are Independent Non-executive Directors with one of whom
being a qualified accountant.

Our Board members meet on a regular basis to discuss strategic and main
business issues, and to evaluate the financial performance of the Group.
During the year, there were four physical full board meetings, a physical
meeting for our Remuneration Committee, two physical meetings for our
Audit Committee, and ten full Board written consents.

Regular quarterly board meetings were held for review of the Group’s
activities, financial performance and data. In our regular board meetings,
Directors discussed and reviewed the Group’s operations, its activities,
future directions, financial performance, budgeting, control and relevant
matters having been identified by the Directors. Board members attended
either in person or through telephone conferencing means in accordance
with provision in the Company’s Articles of Association. Additional board
meetings will be organized upon request and demand by Directors. Our
Company Secretary will ensure the proper convening and conducting of
the Board meetings, with relevant information and material being provided
to the Directors in a timely manner before the meetings. During the year,
Mr. Lau Luen-hung, Thomas, Ms. Lau Yuk-wai, Amy, Mr. Lam Siu-lun,
Simon, Mr. Cheung Yuet-man, Raymond, The Hon. Shek Lai-him, Abraham
and Mr. Hui Chiu-chung, Stephen attended all the four physical full board
meetings; while Mr. Doo Wai-hoi, William, Dat6 Dr. Cheng Yu-tung, Dr.
Cheng Kar-shun, Henry and Mr. Lau Luen-hung, Joseph were not present
at the said meetings.
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RESPONSIBILITIES OF MEMBERS OF THE BOARD

The Chairman of the Board is responsible for setting and leading the
overall strategic plan and development of the Group whereas our Managing
Director is responsible, in addition to assisting in setting the Group’s
strategic planning, for implementing the Board’s decisions, monitoring and
supervising the Group’s overall performance, ensuring adequate capital and
managerial resources to implement the business strategies adopted, setting
out and monitoring targets, plans and direction for the senior management,
reporting to the Board on the Group’s overall performance and proposing
business plans and future strategic directions for the Board to evaluate

and to conclude. We have distinctive role for our Chairman and Managing
Director but they are often complementing to each other. Other Board
members review and discuss various key issues and put forward directions
and suggestions to the Board.

Pursuant to Rule 3.13 of the Listing Rules, each of the Independent Non-
executive Directors has made an annual confirmation of independence. The
Company is of the view that all our Independent Non-executive Directors
meet the independence guidelines as set out in Rule 3.13 of the Listing
Rules and are independent in accordance with the terms of the guidelines.

DIRECTORS’ RESPONSIBILITY FOR

THE GROUP’S FINANCIAL REPORTING

Directors are responsible to ensure the financial statements of the Group
are prepared in accordance with the relevant statutory requirements and
applicable accounting and financial reporting standards in force, and to
ensure that the financial statements are published in a timely manner and
give a true and fair view of the Group’s state of affairs, the results and cash
flow for the year.

Directors are responsible to select and to timely apply, on a consistent basis,
suitable accounting policies of the Hong Kong Accounting Standards and
Hong Kong Financial Reporting Standards in our financial reporting. Thus,
the Group’s financial statements are prepared in accordance with the Listing
Rules, regulations, accounting principles and practices generally accepted
in Hong Kong.

The Board understands and emphasis the importance of presenting a
clear and comprehensive assessment of the Group’s overall performance,
financial positions and prospects to the stakeholders and investment public
in a timely manner. Our annual and interim results have been announced
within the four-month and three-month limits, respectively, after the end of
the relevant periods.
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DIRECTORS’ AND OFFICERS’ LIABILITIES INSURANCE

To indemnify directors and officers of the Company against all costs,
charges, losses, expenses and liabilities incurred by them in the execution
of and discharge of their duties or in relation thereto, the Company has
arranged insurance cover for this purpose.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company adopts the Model Code for Securities Transactions by
Directors of Listed Issuers (“Model Code”) as set out in Appendix 10 of
the Listing Rules as its own code of conduct in regarding to our Directors’
securities transactions on the Company’s shares.

Specific enquiries have been made to all Directors about their securities
transactions, and all of them have confirmed that they have complied
with all the relevant codes and requirements as set out in the Model Code
adopted during the year.

CONTROL MECHANISMS

The Board acknowledges its responsibility in maintaining a sound and
effective internal control system for the Group to safeguard investments of
the shareholders and assets of the Company at all times.

INTERNAL CONTROL AND INTERNAL AUDIT

The system of internal controls aims to help achieve the Group’s business
objectives, safeguard assets and maintain proper accounting records for
provision of reliable financial information. The system is designed to provide
reasonable, but not absolute, assurance against material misstatement

in the financial statements or loss of assets and to manage rather than
eliminate risks of failure when business objectives are being sought.

Management has conducted regular reviews during the year on the
effectiveness of the internal control system covering all material factors
related to financial, operational and compliance controls, various functions
for risk management and physical and information systems security. Audit
Committee had been reported during the Audit Committee Meetings key
findings identified both by the Company’s auditors, discussed findings
and actions or measures taken in addressing those findings relating to

the Group’s internal controls. No material issue during the year has been
reported to the Board by the Audit Committee.

The Board also sets targets for and reviews plans and progress on
continuous improvement work of the Company'’s internal control system,
working in conjunction with senior management and the Audit Committee.

The Group keeps an internal audit team within the Group’s finance team
headquartered in Hong Kong, that works together with the finance team
members for conducting regular review of the Group’s internal control
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procedures, including accounting system and operational procedures.
Although the current internal audit team is not working totally independent
from the finance team, the management considers the present arrangement
is adequate and effective having taking into account the current
organizational structure, lines of responsibility, authority of the management
team and the risks associated with the operations of the Group. The senior
management and Audit Committee however are reviewing and monitoring
on a regular basis the situation, and will strengthen independence of the
Group’s internal auditing functions should circumstances arise.

EXTERNAL AUDITORS

The Report of the Auditors of the Company, Messrs. Deloitte Touche
Tohmatsu, in respect of the audit of the Group’s financial statements for
the year is set out on pages 50 to 51 of the annual report. The Board takes
steps to ensure the continued objectivity and independence of the auditors.
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For the year under review, the auditors of the Company received

approximately HK$3.3 million in respect of audit services provided to the Group.

In addition, the auditors also received approximately HK$3.1 million
for providing financial due diligence services in relation to the Group’s
participation in the financial restructuring of the Egana Group.

AUDIT COMMITTEE

The Company’s Audit Committee was established with terms of reference
to “A Guide For Effective Audit Committees” issued by Hong Kong Institute
of Certified Public Accountants (“HKICPA”) in 2002; and a version of the
terms of reference is available on the Company’s website.
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In compliance with the CG Code, Audit Committee members comprise solely
of our four Independent Non-executive Directors, namely, Mr. Lam Siu-lun,
Simon, Mr. Cheung Yuet-man, Raymond, The Hon. Shek Lai-him, Abraham
and Mr. Hui Chiu-chung, Stephen. None of them is, or has previously been,
a member of the Company’s current or previous external auditors. The Audit
Committee is chaired by Mr. Lam Siu-lun, Simon, who is a certified public
accountant.

The principal duties of the Audit Committee are as follows:

1. to consider the service and appointment of the Company’s external
auditors, nature and scope of auditing, and the related audit fee;

2. toreview and approve changes in accounting policies and practices, to
review the effectiveness of the financial reporting system and process,
its compliance with accounting standards, the Listing Rules and legal
requirements;

3. to oversee the adequacy of the Group’s financial reporting process,
internal control procedures and risk management system;

4. to review internal control programme and to ensure adequate responses
to internal audit functions, to consider and discuss audit findings, for
any significant or unusual terms thereof, directly with external auditors;
and

5. to assist the Board in overseeing the proper preparation of the Group’s
financial statements and reports.

The Audit Committee held two committee meetings during the year.

All committee members attended both meetings. In the meetings, the
committee reviewed and discussed with the external auditors on the
Group’s financial statements before they were submitted to the Board for
consideration and approval.

REMUNERATION COMMITTEE

The Company’s Remuneration Committee was established with terms
of reference specifying its authority and duties. A version of the terms of
reference is posted on the Company’s website.

In compliance with the CG Code, the Remuneration Committee members
comprise as majority three Independent Non-executive Directors, namely,
Mr. Lam Siu-lun, Simon, The Hon. Shek Lai-him, Abraham and Mr. Hui
Chiu-chung, Stephen, and one Executive Director, Mr. Lau Luen-hung,
Thomas, who is the Managing Director and Chairman of the Remuneration
Committee.
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Under the terms of reference, the principal role of this Committee is to
provide advice and recommendation to the Board on the remuneration
package of Directors and senior management, on any specific remuneration
package with reference to market conditions, performance of the Group and
the individuals against preset goals and targets as set by the Board from
time to time, and if necessary, on any compensation policy for termination
of office of Directors or senior management.

Besides putting forward recommendation for the Board’s approval, the
Remuneration Committee has to make advice and recommendation to
shareholders for approval if required under the Listing Rules and applicable
legislation from time to time. The Remuneration Committee met once in the
year, with all committee members attended the meeting.

INVESTOR RELATIONS AND

COMMUNICATION WITH SHAREHOLDERS

The Company regards high quality reporting as an essential element in
building successful relationships with its shareholders. The Company
always seeks to provide relevant information to existing and potential
investors, not only to comply with the different requirements in force but
also to enhance transparency and communications with shareholders and
the investing public. This is part of a continuous communication program
that encompasses meetings and relevant announcements to the market in
addition to periodic written reports in the form of preliminary announcement
of results and interim and annual reports.

The Company also maintains a corporate website on which comprehensive
information about the Group is provided. Regular meetings are also held
with institutional investors and research analysts to provide them with
timely updates on the Group’s latest business developments and non-
price sensitive information. These activities keep the public informed of the
Group’s activities and foster effective communications.

The Group also participated in investment conferences and forums
organized by leading investment banks during the year in order to enhance
the awareness of the investing public of the Group’s vision and strategies.

The Company is committed to ensuring that it is fully compliant with
disclosure obligations stipulated under the Listing Rules and other
applicable laws and regulations, and that all shareholders and potential
investors have an equal opportunity to receive and obtain externally
available information that is released by the Group.
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MR. LAU LUEN-HUNG, THOMAS (B4, MBA)

Managing Director

Mr. Lau, aged 54, is the Managing Director of the Company who leads the
management of the whole Group. He is also the Chairman of Remuneration
Committee of the Company. Mr. Lau holds a Bachelor degree and a Master
degree of Business Administration. Mr. Lau is responsible for implementing
overall strategic development, setting policies and monitoring targets of

the retailing business of the Group. He has over 30 years of successful
entrepreneurial experience in manufacturing, corporate finance, property
investment and development, retailing business and the technology industry.
Mr. Lau was the co-founder and is an investor of Gemstar-TV Guide
International Group Inc., a NASDAQ listed multimedia company in which

he was involved in its early years of strategic development and planning.
Currently, he has devoted much of his effort to manage the business of

the Group. Mr. Lau is also a member of the Chinese People’s Political
Consultative Conference Shanghai Committee, a director of Shanghai Chinese
QOverseas Friendship Association and a member of Hong Kong-Shanghai
Economic Development Association Limited. He is the younger brother of Mr.
Lau Luen-hung, Joseph (“Mr. Joseph Lau”) and Ms. Lau Yuk-wai, Amy.

MR. DOO WAI-HOI, WILLIAM wp)

Mr. Doo, aged 64, joined the Group in March 2005. He is currently the
Vice-Chairman of New World China Land Limited and the Deputy Chairman
of NWS Holdings Limited and Taifook Securities Group Limited, and an
Independent Non-executive Director of The Bank of East Asia, Limited, the
shares of which are all listed on the Stock Exchange. Mr. Doo also acts as

a director of New World Hotels (Holdings) Limited and Fung Seng Diamond
Company Limited. Mr. Doo serves as a Governor of the Canadian Chamber
of Commerce in Hong Kong since 1995. In addition, Mr. Doo is a Member
of the Standing Committee of the Eleventh Chinese People’s Political
Consultative Conference in Shanghai, and the Convener of the Shanghai
Committee in Hong Kong and Macau. He has been appointed as the
Honorary Consul of the Kingdom of Morocco in Hong Kong since June 2005.
Mr. Doo is the son-in-law of Daté Dr. Cheng Yu-tung and brother-in-law of
Dr. Cheng Kar- shun, Henry.
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DATO DR. CHENG YU-TUNG

(DPMS, LLD(HON), DBA(HON), DSSC(HON))

Chairman

Dat6 Dr. Cheng, aged 83, is the non-executive Chairman of the Company.
He joined the Group in March 2004. Daté Dr. Cheng is also the Chairman
of Chow Tai Fook Enterprises Limited, Chow Tai Fook Jewellery Company
Limited and New World Hotels (Holdings) Limited. He is a director of
Cheng Yu Tung Family (Holdings) Limited and Centennial Success Limited.
He is also the Chairman of New World Development Company Limited
(conglomerate) and Melbourne Enterprises Limited, both listed on the Stock
Exchange. He is an independent non-executive director of Hang Seng Bank
Limited and non-executive director of Shun Tak Holdings Limited. Dr. Cheng
was awarded Grand Bauhinia Medal by the Government of the Hong Kong
Special Administrative Region in 2008. Daté Dr. Cheng is the father of Dr.
Cheng Kar-shun, Henry and the father-in-law of Mr. Doo Wai-hoi, William.

DR. CHENG KAR-SHUN, HENRY

(BA, MBA, DBA(HON), LLD(HON), GBS)

Dr. Cheng, aged 62, joined the Group in May 2001. Dr. Cheng is a director
of Chow Tai Fook Enterprises Limited, Chow Tai Fook Jewellery Company
Limited, Cheng Yu Tung Family (Holdings) Limited and Centennial Success
Limited. He is the Managing Director of New World Development Company
Limited, conglomerate listed on the Stock Exchange. Dr. Cheng is also the
Chairman and Managing Director of New World China Land Limited, which is
listed on the Stock Exchange; the Chairman of NWS Holdings Limited, New
World Department Store China Limited and Taifook Securities Group Limited,
all listed on the Stock Exchange. He is also the Chairman of International
Entertainment Corporation. He is the Managing Director of New World Hotels
(Holdings) Limited and an independent non-executive director of HKR
International Limited, which is listed on the Stock Exchange.

Dr. Cheng is the Chairman of the Advisory Council for The Better Hong Kong
Foundation and a Standing Committee Member of the Eleventh Chinese
People’s Political Consultative Conference of the People’s Republic of China.
In 2001, Dr. Cheng was awarded the Gold Bauhinia Star by the Government
of the Hong Kong Special Administrative Region. Dr. Cheng is the son of Dato
Dr. Cheng Yu-tung and brother-in-law of Mr. Doo Wai-hoi, William.
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MR. LAU LUEN-HUNG, JOSEPH

Mr. Lau, aged 57, joined the Group in May 2001. Mr. Joseph Lau is also

the chairman and an executive director of Chinese Estates Holdings Limited
which is a company listed on the Stock Exchange. He has over 33 years of
experience in corporate finance, manufacturing and property investment and
development. Mr. Joseph Lau is the elder brother of Mr. Lau Luen-hung,
Thomas (“Mr. Thomas Lau”) and Ms. Lau Yuk-wai, Amy.

MS. LAU YUK-WAI, AMY

Ms. Lau, aged 55, joined the Group in March 2004. Ms. Lau holds a
Bachelor degree in Science and a Doctor degree in Dental Surgeon from
the University of Toronto in Canada. She is also a non-executive director of
Chinese Estates Holdings Limited, which is a company listed on the Stock
Exchange. Ms. Lau is the sister of Mr. Thomas Lau and Mr. Joseph Lau.

MR. LAM SIU-LUN, SIMON (B4, Aca, FTIHK)

Mr. Lam, aged 59, joined the Group in March 2004. He is also the Chairman
of Audit Committee of the Company. Mr. Lam graduated from the University
of Hong Kong in 1973. After graduation, he worked at KPMG Peat Marwick
London and Hong Kong and obtained his qualification as a Certified

Public Accountant from HKICPA in 1979. Mr. Lam has been a practicing
accountant for over 19 years and is the proprietor of Messrs. S.L. Lam &
Company. He has served as a member of the Insider Dealing Tribunal on

a number of occasions. He is an independent non-executive director and
audit committee member of Le Saunda Holdings Limited, a company whose
shares are listed on the main board of the Stock Exchange.

MR. CHEUNG YUET-MAN, RAYMOND

Mr. Cheung, aged 54, joined the Group in March 2004. Mr. Cheung was an
entrepreneur and has over 16 years of experience in the textile and garment
manufacturing industries and has over 15 years of experience in property
investment.
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THE HON. SHEK LAI-HIM, ABRAHAM (B4, piP. ED., JP)

Mr. Shek, aged 63, joined the Group in March 2004. Mr. Shek obtained his
Bachelor degree of Arts in 1969 and has extensive experience in the property
development field. Mr. Shek is a member of the Legislative Council of Hong
Kong. He is also a member of the Council of The Hong Kong University of
Science & Technology and Court of The University of Hong Kong. He is an
independent non-executive director and audit committee member of each of
Midas International Holdings Limited, Paliburg Holdings Limited, Chuang’s
Consortium International Limited, NWS Holdings Limited, ITC Corporation
Limited, Titan Petrochemicals Group Limited and Country Garden Holdings
Company Limited and an independent non-executive director of Hop Hing
Group Holdings Limited, Hsin Chong Construction Group Ltd., Chuang'’s
China Investments Limited and MTR Corporation Limited whose shares are
listed on the main board of the Stock Exchange. He is also an independent
non-executive director of SUM Holdings Limited and an independent
non-executive director and audit committee member of Regal Portfolio
Management Limited. He is also an independent non-executive director
and audit committee member of Eagle Asset Management (CP) Limited, the
manager of Champion Real Estate Investment Trust which is listed on the
Stock Exchange. Mr. Shek is also a director to The Hong Kong Mortgage
Corporation Limited. He is also the Vice Chairman of Independent Police
Complaints Council.

MR. HUI CHIU-CHUNG, STEPHEN up)

Mr. Hui, aged 61, joined the Group in July 2005. Mr Hui is currently the
Chief Executive Officer of OSK Holdings (Hong Kong) Limited. He has 38
years of experience in the securities and investment industry. Mr. Hui had
for years been served as a Council Member and Vice Chairman of the Stock
Exchange of Hong Kong, member of the Advisory Committee of the Hong
Kong Securities and Futures Commission, and was also a director of the
Hong Kong Securities Clearing Company Limited. Mr. Hui was appointed

by the Government of the HKSAR a Justice of the Peace in 2004 and was
also appointed a member of the Zhuhai Municipal Committee of the Chinese
People’s Political Consultative Conference in 2006. He is at present a
member of the Listing Committee of The Hong Kong Exchanges and Clearing
Limited, an appointed member of the Securities and Futures Appeals
Tribunal and a member of the Committee on Real Estate Investment Trusts
of the Hong Kong Securities and Futures Commission. Mr. Hui is also a
member of the Standing Committee on Company Law Reform, an appointed
member of the Hong Kong Institute of Certified Public Accountants
Investigation Panel A. Mr. Hui also serves as independent non-executive
director of Luk Fook Holdings (International) Limited, Jiuzhou Development
Company Limited, Chun Wo Development Holdings Limited and Frasers
Property (China) Limited whose shares are listed on the Stock Exchange.
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The Directors of the Company present their annual report and the audited
financial statements for the year ended 31st December, 2008.

Principal activities

The principal activity of the Company is investment holding and the principal
activities of its subsidiaries are the operation of “lifestyle” department stores

and property holding. Particulars of the Company’s principal subsidiaries are
set out in note 49 to the financial statements.

Results and appropriations
The results of the Group for the year ended 31st December, 2008 are set out
in the consolidated income statement on page 52.

An interim dividend of HK cents 12.0 per share was paid during the year. The
Directors has recommended the payment of a final dividend of HK cents 12.0
in cash per share to the shareholders whose names appear on the Register of
Members of the Company on Monday, 27th April, 2009, amounting to a total
of HK cents 24.0 in cash per share for the year.

Fixed assets

During the year, the Group revalued all of its investment properties at the year
end date. The net increase in fair value of investment properties amounting to
HK$176,030,000 has been credited directly to the income statement.

The Group continued its leasehold improvements replacement policy and
expended HK$12,648,000 on new leasehold improvements during the year.

Details of these and other movements during the year in the fixed assets of the
Group are set out in notes 17 and 18 to the financial statements.

Share capital
Details of movements during the year in the share capital of the Company are
set out in note 38 to the financial statements.

Directors
The Directors of the Company during the year and up to the date of this report
were:

Executive Directors:
Mr. Lau Luen-hung, Thomas (Managing Director)
Mr. Doo Wai-hoi, William

Non-executive Directors:

Daté Dr. Cheng Yu-tung (Chairman)
Dr. Cheng Kar-shun, Henry

Mr. Lau Luen-hung, Joseph

Ms. Lau Yuk-wai, Amy

Independent Non-executive Directors:
Mr. Lam Siu-lun, Simon

Mr. Cheung Yuet-man, Raymond

The Hon. Shek Lai-him, Abraham

Mr. Hui Chiu-chung, Stephen
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Directors (continued)

In accordance with Article 87 of the Articles of the Company, Mr. Doo Wai-hoi,
William, Mr. Lau Luen-hung, Joseph and Mr. Hui Chiu-chung, Stephen shall
retire by rotation and, being eligible, offer themselves for re-election.

The term of office of each Non-executive Director and Independent Non-
executive Director is appointed for a specific term of one year and is subject to
retirement and re-election at annual general meeting in accordance with the
Company'’s articles of association.

Mr. Lau Luen-hung, Thomas and Mr. Doo Wai-hoi, William entered into service
contract with the Company for an initial fixed term of three years commencing
from 1st April, 2004 and 2nd March, 2005 respectively, and is subject to
renewal and extension automatically for further three years unless terminated
by either party in writing. There is no specific clause in both service contracts
providing for the amount of compensation in case of early termination of office.

Other than as disclosed above, no Director proposed for re-election at the
forthcoming annual general meeting has a service contract which is not
determinable by the Group within one year without payment of compensation
(other than statutory compensation).

Directors’ and chief executives’ interests in shares and underlying
shares

As at 31st December, 2008, the interests and short positions of the Directors
and chief executive of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (“SFO")) which

are required to be notified to the Company and The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests and short positions which he is taken or deemed
to have under such provisions of the SFO) or are required, pursuant to Section
352 of Part XV of the SFO, to be entered in the register referred to therein, or are
required pursuant to the Model Code for Securities Transactions by Directors

of Listed Issuers set out in Appendix 10 of the Rules Governing the Listing of
Securities (the “Listing Rules”) on the Stock Exchange to be notified to the
Company and the Stock Exchange were as follows:

(i) Long positions in the issued shares of the Company

EEAC

RERNRRZERMBAES7TIERE - HEISE
A REESRARFRPGEEARBESR A
BRI S EEET -

BRRTEE B INTEEIRIEEFHA—
FLRE - BARBARARZEABERMBINEER
BERASERLEREE -

HEREERHBERBEERARATEREA
Do oRE—ETMEMA-AR-_ETREF=
AZRiEst BEETCEHA=F  EH5%EA8
DEERMER=F @ BRIFEM—FHETEYZ
EEBA - ZFRBEHUE\HBREIRELL
EEHESR S ERRK -

B EXEBEES  BEENEERREFAGE
BEECEEIBARENMERECEERER
SMHBITATR —FERRIEZRBEH -

ESRITHAEHN G RARR G ZEi

REZBZNF+-A=+—0  ARREERIT
BAAHR AR RS EE AR EE (EBRE SR
HAE IR ([ 327 AR AGRAI ) BXVER) 2 B dn ~ 48
B KB A R RIEE 5 KB EBIEXV
MBETRBDBHNE AR REEHARZSHAAR
RAE (B2 D Rz SR B (B RERIBRE S
REEGROIZEREXRE IR AEANOER K
KB BARERE 5 R E IR G XV AR 35216 T
AARRFE 2 ERMEHE « SREBB R PIE S
EAARAN(T EAR AN D P ER10/7# 2 E BT A
ERETEFRGNFEETAAMEG A DR R
R Z R FORBIT

() FABEBTRHZEZR

Approximate
percentage of
interest in
the issued

Nature of share capital of
interest and Number of the Company
Name of Director capacity shares (Note 3)
HARAT S BITRAE
ERZBNE
EEHE ERMERSD RHEE (PfF5E3)
Mr. Lau Luen-hung, Thomas Interest in controlled 1,080,000,000 64.52%
(“Mr. Thomas Lau”) corporation (Note 1)
2B ([ 2185854 ) A AR (BEEL)
Interest in controlled 40,698,500 2.43%
corporation (Note 2)
PRGN A (M EE2)
Beneficial owner 11,118,000 0.66%

BEa#EEA
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Directors’ and chief executives’ interests in shares and underlying
shares (continued)

(i) Long positions in the issued shares of the Company (continued)
Notes:

1.

Real Reward Limited (“Real Reward”), which is jointly owned by United Goal
Resources Limited (“United Goal”) and Go Create Limited (“Go Create”) in equal
shares, holds 1,080,000,000 shares. United Goal, a company incorporated in the BVI,
is ultimately owned by Mr. Thomas Lau and a family trust with certain family members
of Mr. Lau Luen-hung, Joseph (“Mr. Joseph Lau”) as eligible beneficiaries. By virtue
of the SFO, Mr. Thomas Lau is deemed to be interested in the 1,080,000,000 shares
held by Real Reward.

ESRITHAERNIRG RAERRG 2k

(#)

(i) EATEBTERHZHFE W

GEE

1.

2. Dynamic Castle Limited (“Dynamic Castle”), which is wholly-owned by Mr. Thomas 2.
Lau, holds 40,698,500 shares. By virtue of the SFO, Mr. Thomas Lau is deemed to be
interested in the 40,698,500 shares held by Dynamic Castle.

As at 31st December, 2008, the issued share capital of the Company was
HK$8,369,827.50 divided into 1,673,965,500 shares of HK$0.005 each.

(ii) Long positions in associated corporations

36

fiUnited Goal Resources Limited ([ United Goal )
I Go Create Limited ([ Go Create | ) 2L [F] 7 15 #
B Z Real Reward Limited ([ Real Reward | ) # 74
1,080,000,0008% ° United Goal 5 2 & # 53 m Bf
SEMKRIZ AR  ARBBEERAEERZ S
ANBEIEE A (RIS EE NVETREREZ
RIGEEERES - BIEEHFRAEEH - 218
8 5% 4 4% 48 YE 7 Real Reward 745 1,080,000,000
B A s

8 S 4 2 & B 2 Dynamic Castle Limited
([ Dynamic Castle ) #5440,698,500% ° 1R &%
REAE RS - BIBEE S £ AR YER Dynamic Castle
FT#540,698,5000% F # A 42 ©

RZZENF+ZA=+—0B  ARAZBET
A& 7R %8,369,827.50% 7T+ 9 /#1,673,965,500/%
FRE(E0.0058 7T 2 f&f5 -

(i) HEGZEZIFE

Total
Name of associated Nature of interest number of Percentage of
Name of Director corporation and capacity shares held interest
EEHE HEEEEE ERMERESD s O AR EZEI
Mr. Thomas Lau Real Reward Interest in controlled 1 50%
Lt Pt corporation (Note 1)
ZiEH AR (FEEL)
Crystal Key Investment Limited Interest in controlled 1 100%
corporation (Note 2)
2l AR (FEE2)
Grandville Venture Corp. Interest in controlled 50,000 100%
corporation (Note 2)
RIS A TR (MFE2)
Global Centre Investments Limited Interest in controlled 1 100%
corporation (Note 2)
ZiEH AR (fF2)
Leeson Limited Interest in controlled 1 100%
BEARAR corporation (Note 2)
2 AR (FFE2)
Wise Ocean Limited Interest in controlled 1 100%
BFARAT corporation (Note 2)
SPRHIN AR (M EE2)
Notes: 5T
1.  United Goal, a company incorporated in the BVI and ultimately owned by Mr. Thomas 1. United Goal B EBHEBRES MR L2 A

Lau and a family trust with certain family members of Mr. Joseph Lau as eligible
beneficiaries, has 50% interest in Real Reward. By virtue of the SFO, Mr. Thomas Lau
is deemed to be interested in the one share in Real Reward.
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Directors’ and chief executives’ interests in shares and underlying
shares (continued) (%)

(ii) Long positions in associated corporations (continued)
Notes: (continued) B EE

2. United Goal, a company incorporated in the BVI and ultimately owned by Mr. Thomas 2.
Lau and a family trust with certain family members of Mr. Joseph Lau as eligible
beneficiaries, has 50% interest in Real Reward. Crystal Key Investment Limited,
Grandville Venture Corp., Global Centre Investments Limited, Leeson Limited and Wise
Ocean Limited are, either direct or indirect, wholly-owned subsidiaries of Real Reward.
By virtue of SFO, Mr. Thomas Lau is deemed to be interested in the shares held by
Real Reward in Crystal Key Investment Limited, Grandville Venture Corp., Global
Centre Investments Limited, Leeson Limited and Wise Ocean Limited.

All the interests stated above represented long positions. As at 31st

December, 2008, the Directors and chief executives had no short +=
{1 B XV ER B 35215 MR E 17 B 2 & Ao it It
EOBRERRITREBREEEMRE -

TERFELS

positions recorded in the register required to be kept by the Company
pursuant to Section 352 of Part XV of the SFO.

Interests of substantial shareholders

As at 31st December, 2008, so far as is known to any Director or chief
executive of the Company, the following persons (other than a Director or the
chief executive of the Company) had an interest or short position in the shares
and underlying shares of the Company which would fall to be disclosed to the
Company under the provisions of the Divisions 2 and 3 of Part XV of the SFO:

R-EE

(i) Long positions in the shares and the underlying shares
of the Company

EERITBER NG ARG Z#ES
m)ﬁ%%?Zﬁ%ﬁ>

(&

United Goal R R & B MR R St KLz 2
7]+ ¥ A Real Reward 50% # 7 + 3 i 2 8438
FEREGEBRZ R AR TESE TREX
B 2 RIREFm A ° Crystal Key Investment
Limited ~ Grandville Venture Corp. ~ Global Centre
Investments Limited * BB{= AR AR REFHR
AR #AReal Reward B k2 EMBRF -
RAREE FH R HAE M1 - 2128808 55 A WAR /ER Real
Reward 7E Crystal Key Investment Limited * Grandville
Venture Corp. * Global Centre Investments Limited
FEERARREFARADZRE 2RHFHEGRE

m

Ltz FEER/TFR R_TENF

A=1—8  R"arREFEFIYE

NEFE+ZA=+—H BEFERHARF

TR - THAL(TREEERARTT
T@H) N AR 7 2 Bt RABIRR o0 A BAR I
BRI S XVER B2 R 35 8 2 ST AR 2
AR 2 RETAR

() F2FkRHBRERRGBZEFR

Approximate
percentage of
interest in

the issued
share capital of

Name of Nature of interest the Company
Shareholder and capacity Number of shares (Note 4)
HARATERITRAE
EEZBAFRT
RREHE EaMERSD REEE (PfF5E4)
Real Reward Beneficial owner (Note 1) 1,080,000,000 64.52%
Em A A D)
United Goal Interest in controlled 1,080,000,000 64.52%
corporation (Note 2)
Sl A AR (RE2)
Asia Prime Assets Limited Interest in controlled 1,080,000,000 64.52%
(“Asia Prime”) corporation (Note 2)
A AR (fFE2)
Go Create Interest in controlled 1,080,000,000 64.52%
corporation (Note 3)
SPRIN A (M)
Chow Tai Fook Enterprises Interest in controlled 1,080,000,000 64.52%
Limited (“CTF") corporation (Note 3)
BAREBEEBRAR(TAXRE])  ZEHIAEEE(MHE3)
JPMorgan Chase & Co. (a) Beneficial owner 207,500 8.03%
(a) EmHEB A
(b) Investment manager 74,148,500

(b) B
(c) Custodian

) FEEA

60,082,181  Total: 134,438,181
48 =

feoN=]
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Interests of substantial shareholders (continued)
(ii) Lending pool with respect of the shares and underlying shares
of the Company

FEREER
(i) TS H 2 AT RAERE 5

Approximate
percentage of
interest in

the issued
share capital of
the Company

Name of Shareholder Capacity Number of shares (Note 4)
HARATBRITRAE
EEZBNERT
RER AR 514 BRHEE (fF3E4)
JPMorgan Chase & Co. Custodian 60,082,181 3.59%
FEEA

Notes: 5T

1.  Real Reward is a company jointly owned by United Goal and Go Create in equal 1.  Real RewardfiUnited Goal£2Go Createk A 15

shares. United Goal is ultimately owned by Mr. Thomas Lau and a family trust with

certain family members of Mr. Joseph Lau as eligible beneficiaries. Go Create is wholly

owned by CTF of which family members of Dat¢ Dr. Cheng Yu-tung have controlling
interests. Mr. Thomas Lau, Mr. Joseph Lau and Dr. Cheng Kar-shun, Henry, being

Directors, are also directors of Real Reward.

2. Asia Prime, a company wholly owned by Mr. Thomas Lau, holds more than one-third 2.
of the entire issued share capital of United Goal, a 50% shareholder of Real Reward.
By virtue of the SFO, Asia Prime and United Goal are deemed to be interested in the

1,080,000,000 shares held by Real Reward. Mr. Thomas Lau and Mr. Joseph Lau,
being Directors, are directors of United Goal and Mr. Thomas Lau is also the sole

director of Asia Prime.

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

interested in the 1,080,000,000 shares held by Real Reward. Daté Dr. Cheng Yu-tung
and Dr. Cheng Kar-shun, Henry, being Directors, are directors of CTF and Dr. Cheng

Kar-shun, Henry is also a director of Go Create.

4. As at 31st December, 2008, the issued share capital of the Company was
HK$8,369,827.50 divided into 1,673,965,500 shares of HK$0.005 each.

All the interests stated above represented long positions. As at 31st
December, 2008, the substantial shareholders of the Company had
no short positions recorded in the register required to be kept by the

Company pursuant to Section 336 of Part XV of the SFO.
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Share option schemes
(i) The 2004 Share Option Scheme (i)

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

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

The total number of shares in respect of which options may be granted
under the Scheme and any other scheme of the Company is not permitted
to exceed 10% of the shares of the Company in issue as at the date of
the commencement of dealings in the shares on the Stock Exchange,
being 144,000,000 shares of HK$0.005 each after the share subdivision
in 2007, which represented approximately 8.63% of the issued share
capital of the Company as at the date of this report. The Company may
seek approval from its shareholders in general meeting to renew such
limit provided that it must not exceed 10% of the issued share capital of
the Company at the date of approval of the renewed limit. The maximum
number of shares which may be issued upon exercise of all outstanding
options granted and yet to be exercised under the Scheme and any

other scheme must not exceed such number of shares as shall represent
30% of the total number of issued shares of the Company from time to
time. 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,
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 trustee of a discretionary trust
of which they or any of their family interests are discretionary objects) in
excess of 0.1% of the Company’s share capital and 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 after the date on which the option is
accepted and deemed to be granted and expiring on a date to be notified
by the Board to each grantee which shall not be more than 10 years from
the date on which the option is accepted and deemed to be granted. The
exercise price is determined by the Directors of the Company, and will not
be less than the highest of (i) the closing price of the Company’s shares
on the date of grant, (ii) the average closing price of the shares for the
five business days immediately preceding the date of grant; and (iii) the
nominal value of the Company’s share.

The termination of the Scheme was conditionally approved by the
shareholders of the Company in an extraordinary general meeting held on
3rd March, 2009. No further options will be offered under the Scheme,
but all options granted prior to such termination shall continue to be valid
and exercisable in accordance with the Scheme.
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Share option schemes (continued)
(ii) The 2009 Share Option Scheme

The adoption of a new share option scheme (the “2009 Share Option
Scheme”) was conditionally approved by the shareholders of the Company
in an extraordinary general meeting held on 3rd March, 2009 for a period
of 10 years commencing from 3rd March, 2009 as incentive or reward for
the contribution of the eligible participants to the growth of the Group and
to provide to the Group with a more flexible means to reward, remunerate,
compensate and/or provide benefits to the eligible participants.

Under the 2009 Share Option Scheme, the Company may grant options
to (a) any full-time or part-time employee of the Company and/or any
subsidiary; (b) any Director (including Executive, Non-executive and
Independent Non-executive Director) of the Company and/or any
subsidiary; and (c) any consultant or adviser (whether professional or
otherwise and whether on an employment or contractual or honorary basis
or otherwise and whether paid or unpaid), distributor, contractor, supplier,
service provider, agent, customer and business partner of the Company
and/or any subsidiary who, at the sole determination of the Board, have
contributed or will contribute to the Company and/or any subsidiary.

There is no general requirement on the minimum period for which an
option must be held or the performance targets which must be achieved
before an option can be exercised under the terms of the 2009 Share
Option Scheme. However, the Board may offer to grant any options
subject to such terms and conditions in relation to the minimum period
of the options to be held and/or the performance targets to be achieved
before such Options can be exercised and/or any other terms as the
Board may determine in its absolute discretion.

The total number of shares which may be issued upon exercise of all
options which may be granted under the 2009 Share Option Scheme and
any other share option schemes of the Company must not, in aggregate,
exceed 166,860,950 shares, representing 10% of the issued share capital
of the Company as at 3rd March, 2009, the date on which the 2009
Share Option Scheme was conditionally approved by the shareholders of
the Company. The Board may seek approval by shareholders in general
meeting to renew such limit provided that it must not exceed 10% of

the issued share capital of the Company at the date of approval of the
renewed limit. The maximum aggregate number of shares which may

be issued upon exercise of all outstanding options granted and yet to be
exercised under the 2009 Share Option Scheme and any other scheme
must not exceed such number of shares as shall represent 30% of the
issued share capital of the Company from time to time.
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Share option schemes (continued)
(ii) The 2009 Share Option Scheme (continued)

The total number of shares issued and to be issued upon exercise of
the options granted to each eligible participant (including both exercised
and outstanding options under the 2009 Share Option Scheme) in any
12-month period must not exceed 1% of the issued share capital of the
Company. Where any further grant of options to an eligible participant
would result in excess of such limit, such further grant must be subject
to the approval of the shareholders at general meeting with such eligible
participant and his associates abstaining from voting.

Options granted to a connected person of the Company or any of its
associates must be approved by all of the Independent Non-executive
Directors of the Company (excluding any Independent Non-executive
Director of the Company who is the grantee of the options).

Where options are proposed to be granted to a substantial shareholder or
an Independent Non-executive Director of the Company or any of their
respective associates, and the proposed grant of options will result in

the total number of shares issued and to be issued upon exercise of all
options already granted and to be granted (including options exercised,
cancelled and outstanding) to such person in the 12-month period up
to and including the date of such grant representing in aggregate over
0.1% of the issued share capital of the Company on the date of offer and
having an aggregate value, based on the closing price of the shares at
the date of each grant, in excess of HK$5 million, such grant of options
must be subject to the approval of the shareholders taken on a poll at
general meeting. The connected person involved in such proposed grant
of options and all other connected persons of the Company must abstain
from voting in such general meeting (except that any connected person
may vote against the proposed grant provided that his intention to do so
has been stated in the relevant circular to the 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 on acceptance of the offer. Options may be
exercised at any time during a period to be notified by the Board to each
grantee which shall not be more than 10 years from the date of the offer.
The exercise price is determined by the Directors of the Company, and
will be at least the highest of (i) the closing price of the Company’s shares
on the date of grant, (ii) the average closing price of the shares for the
five business days immediately preceding the date of grant; and (iii) the
nominal value of the Company’s share.
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Details of options granted by the Company
As at 31st December, 2008, options to subscribe for an aggregate of
52,323,000 shares of the Company granted to a Director (as disclosed
above) and certain full-time employees pursuant to the Scheme remained
outstanding, details of which were as follows:

Date of
grant

RYEH

Number of share options
BREHE

FABRTFRIREZFHE
RZZEZNEFTZA=+—8  #0 EXHH
B ARRREZA SN - REERE T 2RIE
BE T A R4 $£52,323,0000 A 2 Ak B
RIARTTEE Z AT T

Outstanding
as at 1st
January,

2008
RZZENF
-A—-H
AT

Granted
during
the year

FRARTF

Exercised Lapsed
during during
the year the year

FRTE FRKR

Outstanding

Cancelled as at 31st
during December,
the year 2008
RZZENF
+=B=1+-H

FREH AT

Option
period

BRI

Subscription
price per
share

BRABE

Director

3

Mr. Thomas Lau 07/10/2005
byt ZTTHF

Employees

]

+AtR

16/03/2006
“EERE
=A+iH

31/08/2007
S
NA=1+-H

07/10/2005
“TThE
+A+tAR

31/08/2007
—ETE
NA=+—H

1,008,000

9,156,000

17,020,000

5,749,000

21,970,000

(2,076,000) (54,000)

- (450,000)

- 1,008,000

9,156,000

17,020,000

- 3,619,000

- 21,520,000
(Note 4)
(MizE4)

07/10/2006 -
26/3/2014
(Note 1)

ZEERE
+AtRZE
—T-nF
=AZt+5B
iy

16/03/2007 -
26/03/2014
(Note 2)

“TTtHE
ZR+irBE
—T-NF
=A=+~H
7))

01/10/2008 -
26/03/2014
(Note 3)

—TTNE
+A-BZ
-
= e N =!
GES)

07/10/2006 -
26/03/2014
(Note 1)

ZEERE
+AtBRZ
—T-pE
=y s N =!
(Cza0)

01/10/2008 -
26/03/2014
(Note 3)

—EEN\E
+A—-R%
—T-mF
—A=t~H
(GiE=)

HK$6.16
6168

HK$6.37
6.37AT

HK$18.50
18507

HK$6.16
6.1657T

HK$18.50
18507

Total
@t

54,903,000

(2,076,000) (504,000)

- 52,323,000
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Details of options granted by the Company (continued)

Notes:

1.

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

(i) upto40% of the options commencing 7th October, 2006;

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

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

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

(i) upto40% of the options commencing 16th March, 2007;

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

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

The options, granted on 31st August, 2007, are exercisable from 1st October, 2008 to 26th
March, 2014 (both days inclusive) subject to the following vesting period:

(i) upto40% of the options commencing 1st October, 2008 or 1st October, 2009;

(i) upto 70% of the options (including the options not exercised under the limit
prescribed for in the previous period) commencing 1st October, 2009 or 1st October,
2010;

(iii) up to 100% of the options (including the options not exercised under the limit
prescribed for in the previous periods) commencing 1st October, 2010 or 1st October,
2011.

The grant of the options to Mr. Thomas Lau was subsequently approved by independent
shareholders on 25th September, 2007.

Subsequent to the balance sheet date, approvals have been obtained from the board

of directors and shareholders in respect of cancellation and replacement of the options
granted to employees (other than those granted to Mr. Thomas Lau) as more fully described
in notes 39 and 47(i) of the notes to the financial statements.

Options granted to certain employees on 31st August, 2007 entitling them to subscribe for
an aggregate of 1,120,000 shares had lapsed in accordance with its terms during the period
between 1st January, 2009 to 3rd March, 2009. On 3rd March, 2009, the outstanding
options previously granted to employees of the Group on 31st August, 2007 (which entitled
such employees to subscribe for an aggregate of 20,400,000 shares) were cancelled

and replaced by new options granted by the Company entitling them to subscribe for the
same number of shares at an exercise price of HK$6.40 per share (the “2009 Employee
Options”). The 2009 Employee Options are exercisable from 7th February, 2010 to 26th
March, 2014 (both days inclusive) in the following manner:—

(i)  40% as from 7th February, 2010;

(i) 30% (in addition to the 40% mentioned in (i) above) as from 7th February, 2011; and

(iii)  remaining 30% (in addition to the 70% mentioned in (i) and (ii) above) as from 7th
February, 2012.
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Arrangements to purchase shares or debentures

Other than as disclosed under the section “Details of options granted by the
Company”, at no time during the year was the Company, its holding company,
or any of its subsidiaries or fellow subsidiaries, a party to any arrangements

to enable the Directors of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any other body
corporate.

Directors’ interests in contracts of significance

Other than as disclosed under the section “Connected Transactions”, no
contracts of significance to which the Company, its holding company,
subsidiaries or fellow subsidiaries was a party and in which a Director of the
Company had a material interest, whether directly or indirectly, subsisted at
the end of the year or at any time during the year.

Connected transactions
(i) CTF Jewellery’s concessionaire counter at Sogo CWB Store

44

(Continuing connected transaction)

Sogo Hong Kong Company Limited (“Sogo HK"), an indirect wholly owned
subsidiary of the Company, and Chow Tai Fook Jewellery Company
Limited (“CTF Jewellery”) entered into a dealership agreement (the “2007
HK Dealership Agreement”) on 7th September, 2007 for a period from 1st
December, 2005 to 29th February, 2008. After the expiry of the 2007 HK
Dealership Agreement, on 27th March, 2008, Sogo HK also entered into
another dealership agreement (the “2008 HK Dealership Agreement”)

for a period from 1st March, 2008 to 28th February, 2010 with CTF
Jewellery. Sogo HK agreed to make available a consignee counter of
approximately 1,107.40 sq.ft. on the First Floor of Sogo Causeway Bay
Store (“Sogo CWB Store”) or such other location of Sogo CWB Store as
Sogo HK may prescribe from time to time to CTF Jewellery for exhibiting
and selling fine jewellery under the brand name of “Chow Tai Fook” at a
monthly commission based on certain percentages of the gross turnover
from sales by CTF Jewellery at the said counter, subject to an annual
minimum commission of HK$3,986,640.

During the period from 1st January, 2008 to 28th February, 2008, Sogo
HK received a total of HK$2.4 million commission from CTF Jewellery
under the 2007 HK Dealership Agreement and such amount is within the
cap of HK$2.95 million as stipulated in the Company’s announcement
dated 7th September, 2007.

During the period from 1st March, 2008 to 31st December, 2008, Sogo
HK received a total of HK$9.9 million commission from CTF Jewellery
under the 2008 HK Dealership Agreement and such amount is within the
cap of HK$13.5 million as stipulated in the Company’s announcement
dated 9th April, 2008.

Real Reward, the Company’s controlling shareholder, is owned as to 50%
by United Goal and the other 50% by Go Create which, in turn, is wholly
owned by CTF. Being an associate of CTF, CTF Jewellery is a connected
person of the Company under the Listing Rules. Therefore, the 2007 HK
Dealership Agreement and the 2008 HK Dealership Agreement constitute
continuing connected transactions of the Group.
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Connected transactions (continued)
(ii) Operating JV’s tenancy agreement (Continuing connected

transaction)

On 26th November, 2004, A BEHR QA (the “Operating JV")
entered into a tenancy agreement (the “JV Tenancy Agreement”) with £
BT ES AR A A (the “Property JV”) in respect of the leasing

of the entire building of Shanghai Joinbuy CityPlaza (the “Shopping
Complex”) of approximately 92,000 sg.m. for a term of 20 years
commencing from 1st October, 2004 to 30th September, 2024 at a basic
annual rental of RMB125 million with an upward adjustment for additional
rental at the rate of 3.5% on the amount over and above the annual
revenue of RMB1,500 million for the whole Shopping Complex.

Details of the terms of the JV Tenancy Agreement were disclosed in the
Company'’s circular dated 14th December, 2004 which were subsequently
confirmed and approved by independent shareholders of the Company
on 30th December, 2004. The Company also issued a circular dated
13th October, 2008 to, inter alia, renew annual caps for the financial
years ending 31st December, 2008, 2009 and 2010 respectively. During
the year, an amount of RMB125 million (equivalent to approximately
HK$140.1 million) of rental and RMB30.3 million (equivalent to
approximately HK$34.0 million) of management fee were paid by the
Operating JV and both are within the annual caps of RMB155 million and
RMB44 million respectively as stipulated in the Company’s circular dated
13th October, 2008.

The Operating JV is a 65% indirectly owned subsidiary of the Company.
As BN E(EE)AMR 2T (Shanghai Joinbuy Group Co., Ltd.) and =
FAARMD AR A E (Shanghai Joinbuy Co., Ltd.) (together the “Joinbuy
Group”) collectively own 35% and 50% interests in the Operating JV

and Property JV respectively, the Property JV is an associate of the
Joinbuy Group which is a connected person of the Company through
their 35% controlling equity interest in the Operating JV, a non-wholly
owned subsidiary of the Company. As such, the JV Tenancy Agreement
constitutes a continuing connected transaction of the Group.

(iii) JV Dealership Agreement at Jiuguang Department Store (Continuing

connected transaction)

On 7th September, 2007, the Operating JV entered into a dealership
agreement (the “JV Dealership Agreement”) with &A@ IAE £ 17 (&

M) EBRRAT EFD AT (“CTF(Suzhou) Jewellery”) for making available
a consignee counter of approximately 96 sq.m. on the Second Floor of
Jiuguang Department Store to CTF(Suzhou) Jewellery for exhibiting and
selling jewellery under the brand name of “Chow Tai Fook” (but excluding
silver products) for a period from 18th September, 2007 to 31st August,
2009. Monthly commission is payable by CTF(Suzhou) Jewellery to the
Operating JV based on certain percentages of the gross turnover from
sales (including tax) by CTF(Suzhou) Jewellery, subject to a monthly
minimum commission of RMB&86,400.

During the year, the Operating JV received commission for RMB2.2
million (equivalent to approximately HK$2.5 million) from CTF(Suzhou)
Jewellery, which is within the annual cap of RMB2.7 million as stipulated
in the Company’s announcement dated 7th September, 2007.
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Connected transactions (continued)
(iii) JV Dealership Agreement at Jiuguang Department Store (Continuing

(iv)

(v)

46

connected transaction) (continued)

As mentioned in paragraph (i) above, CTF is a connected person of the
Company and its associate, CTF(Suzhou) Jewellery, is also regarded

as a connected person to the Company. Therefore, the JV Dealership
Agreement constitutes a continuing connected transaction of the Group.

Leasing of the premises for the Sogo TST Department Store
(Continuing connected transaction)

Pursuant to the lease agreement dated 24th February, 2005 (the
“Lease”) entered into between Sogo HK as tenant and Hong Kong Island
Development Limited (“HK Island”), an associate of CTF, as landlord

for the leasing of the Portions of Ground Floor, Podium 1 and the entire
Podium 2 of The Amazon at no. 12 Salisbury Road, Tsimshatsui, Kowloon
to Sogo HK for a term of 15 years at a turnover rent, based on sales at
the premises, of 6% for the 1st to the 10th years and 7% for the 11th to
the 15th years. Details of other terms of the Lease were described in the
Company'’s circular dated 11th March, 2005 which were subsequently
approved by independent shareholders on 29th March, 2005. The
Company also issued an announcement dated 9th April, 2008 to, inter
alia, renew annual caps for the financial years ending 31st December,
2008, 2009 and 2010 respectively. During the year, a total of HK$45.2
million of rental including air-conditioning charges, management fees,
government rates and other outgoings was paid by the Group, the amount
of which is within the annual cap of HK$64.2 million as stipulated in the
Company’s announcement dated 9th April, 2008.

HK Island is a subsidiary of New World Development Company Limited
(“NWD”) which in turn is an associate of CTF. As CTF is a connected
person of the Company, the Lease constitutes a continuing connected
transaction of the Group.

General cleaning and pest control services provided to Sogo TST
Store and Sogo CWB Store (Continuing connected transactions)

On 10th November, 2006, Sogo HK entered into an agreement (“2006
TST Agreement”) with Pollution & Protection Services Limited (“PPS”) for
the provision of general cleaning and pest control services to its Sogo TST
Store for a period from 1st October, 2006 to 7th January, 2008. After the
expiry of the 2006 TST Agreement, on 27th March, 2008, Sogo HK and
PPS entered into a new agreement (“2008 TST Agreement”) for the same
services for a period from 8th January, 2008 to 7th January, 2009.

On 10th November, 2006, Sogo HK also entered into another agreement
(“2006 CWB Agreement”) with PPS for the provision of general cleaning
and pest control services to its Sogo CWB Store for a period from 16th
December, 2006 to 7th January, 2008. After the expiry of the 2006 CWB
Agreement, on 27th March, 2008, Sogo HK and PPS entered into a new
agreement (“2008 CWB Agreement”) for the same services for a period
from 8th January, 2008 to 7th January, 2009.
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Connected transactions (continued)

(v) General cleaning and pest control services provided to Sogo TST
Store and Sogo CWB Store (Continuing connected transactions)
(continued)

During the period from 1st January, 2008 to 7th January, 2008, a total
of HK$176,000 for the said services to both Sogo TST Store and Sogo
CWB Store was paid by the Group under the 2006 TST Agreement

and the 2006 CWB Agreement, and such amount is within the cap of
HK$216,000 as stipulated in the Company’s announcement dated 10th
November, 2006.

During the period from 8th January, 2008 to 31st December, 2008, a
total of HK$11.7 million for the said services to both Sogo TST Store and
Sogo CWB Store was paid by the Group under the 2008 TST Agreement
and the 2008 CWB Agreement, and such amount is within the cap of
HK$14 million as stipulated in the Company’s announcement dated 9th
April, 2008.

PPS, a subsidiary of NWD which in turn is deemed to be controlled by
CTF, is an associate of a connected person of the Company under the
Listing Rules. Therefore, the 2006 and 2008 TST Agreements together
with the 2006 and 2008 CWB Agreements constitute continuing
connected transactions of the Group.

Remuneration policy
The remuneration policy of the Group is set on basis of the employees’ merit,
qualifications and competence.

The emoluments package of the Directors of the Company are reviewed

and concluded by the Remuneration Committee, with consideration to the
Company'’s operating results, individual performance and comparable market
statistics.

The Company has adopted a share option scheme as an incentive to Directors
and eligible employees, details of the scheme is set out under the section
headed “Share option scheme” above.

Competing business interests of Directors

Save as disclosed below, as at 31st December, 2008, none of the Directors nor
their respective associates had any interest in a business which competes or is
likely to compete, either directly or indirectly, with any business of the Group.

As at 31st December, 2008, CTF, of which the family members of Daté Dr.
Cheng Yu-tung (including Dat6 Dr. Cheng Yu-tung himself and Dr. Cheng Kar-
shun, Henry, both Non-executive Directors of the Company) had controlling
interests, owned about 37.92% of the issued share capital of New World
Development Company Limited (Stock Code: 0017) (“NWD”) which in turn
owned about 72.29% of the issued share capital of New World Department
Store China Limited (Stock Code: 0825) (“NWDS”). Both NWD and NWDS are
companies whose shares are listed on the Main Board of the Stock Exchange.
NWDS, which was founded in 1993 and listed in July 2007 currently operates
and/or manages a department store business selling merchandise, from direct
purchase and through concessionaire counters. As at 31st December, 2008,
NWDS operated and managed 33 department stores with an aggregate gross
floor area of about 1,042,570 square metres in seventeen cities in the PRC
(namely Wuhan, Shenyang, Wuxi, Harbin, Tianjin, Ningbo, Beijing, Shanghai,
Dalian, Kunming, Lanzhou, Xiamen, Chongging, Changsha, Chengdu, Anshan
and Nanjing). As such, the business of NWDS may compete directly or
indirectly with the business of the Group in the PRC.
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Competing business interests of Directors (continued)

Dato Dr. Cheng Yu-tung is not a director of, and is not involved in the daily
operations of, NWDS. Dr. Cheng Kar-shun, Henry, chairman and non-executive
director of NWDS, also is not involved in the day-to-day operations of NWDS.
The management of NWDS and the management of the Group are separate.
The executive directors of NWDS do not participate in the management and
operations of the Company. In relation to NWD, two of its directors, Daté Dr.
Cheng Yu-tung and Dr. Cheng Kar-shun, Henry, are also the Non-executive
Directors of the Company. Since the completion of the acquisition of Sogo HK
in May 2001, neither CTF nor any of these two directors has participated in the
daily operations and management of the Group. As Non-executive Directors, it is
not intended that they will participate in the daily operations and management
of the Group.

Purchase, sale or redemption of the Company’s securities
During the year, the Company repurchased 33,193,500 ordinary shares

on the Stock Exchange at an aggregate consideration of HK$196,436,000.
The share-repurchase was effected by the Directors for the enhancement of
shareholders’ value and details of which are as follows:

EENMBEBZER®
EEBRYBLIUIFEFEREEZES @ HER
SR B E 2 BREE - BRI AR
BEZEFERENTES  TUESKHEFERT
EZHREE FHABERAERIHAE
oot REEZHITEETITELRUEANGZE
EREE BRFHRERIA EMEEETE
BEBRPIE L RBRAE T INAERRT ZIENTT
EE BT FHRATKWBSELEBE
BAARES LIMBAEETESBEAER ZBEE
BRER - HEEAERNTES EELHEAE
BrHEEERER -

RBE - HESBEXAEES

RAER - AR T AR (E 196,436,000/ 7T 0
ZZ P 133,193,500 A% - ERIEH M
B RiEEBEREE - BEFENT

Total number of Highest Lowest
ordinary shares price paid price paid Aggregate
Month of the repurchase repurchased per share per share consideration
HK$ HK$ HK$'000
BEEER I REEST: RS
BE A7 By BSE BRIEE HBRE
BT BT FAET
September 2008 4,466,500 9.50 7.81 37,629
ZEEN\FNA
October 2008 16,994,000 8.68 4.15 102,999
—ZETNFTA
November 2008 9,480,000 4.95 3.96 42,556
ZZEEN\F+—A
December 2008 2,253,000 6.03 5.48 13,252
ZEENFFT A
33,193,500 196,436

All of the shares repurchased during the year were cancelled on delivery of the
share certificates and the nominal value of such cancelled shares was credited
to capital redemption reserve and paid out from the Company’s retained
profits, and the relevant premium of HK$196,270,000 was paid out from the
Company'’s share premium.

Saved as disclosed above, neither the Company nor any of its subsidiaries
had purchased, sold or redeemed any of the listed securities of the Company
during the year.

Pre-emptive rights

There are no provisions for pre-emptive rights under the Company’s Articles
although there are no restrictions against such rights under the laws in the
Cayman lIslands.
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Employees

As at 31st December, 2008, the Group had a total of about 1,000 employees
in Hong Kong, 1,300 employees in the PRC and 3 employees in Japan. Staff
costs (excluding directors’ emoluments) including employees’ share option
charges amounted to HK$272.8 million (2007: HK$223.6 million). The
Group ensures that the pay levels of its employees are competitive according
to market trend and its employees are rewarded on a performance related
basis within the general framework of the Group’s salary and bonus system.
During the year, no stock options (2007: 22,200,000 shares) were granted to
employees of the Group.

Major customers and suppliers

The Group is principally involved in retail business. The five largest customers
and the five largest suppliers of the Group accounted for less than 30% of the
Group’s turnover and purchases respectively during the year.

Sufficiency of public float

Based on information available to the Company and within the knowledge of
the Directors, at least 25% of the Company’s total issued share capital was
held by the public as of the date of this report.

Charitable Donations
During the year, the Group made charitable and other donations amounting to
HK$3.6 million (2007: HK$0.3 million).

Post balance sheet events
Details of post balance sheet event are set out in note 47 to the financial
statements.

Auditors
A resolution will be proposed to the annual general meeting to re-appoint
Messrs. Deloitte Touche Tohmatsu as auditors of the Company.

On behalf of the Board
Lau Luen-hung, Thomas
Managing Director

3rd March, 2009
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Deloitte.
=20

TO THE MEMBERS OF LIFESTYLE INTERNATIONAL HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Lifestyle International
Holdings Limited (the “Company”) and its subsidiaries (collectively referred

to as the “Group”) set out on pages 52 to 127, which comprise the
consolidated balance sheet as at 31st December, 2008, and the consolidated
income statement, the consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

Directors’ responsibility for the consolidated financial statements
The directors of the Company are responsible for the preparation and the true
and fair presentation of these consolidated financial statements in accordance
with Hong Kong Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants and the disclosure requirements of
the Hong Kong Companies Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the preparation and
the true and fair presentation of the consolidated financial statements that are
free from material misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making accounting estimates
that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you, as

a body, in accordance with our agreed terms of engagement and for no
other purpose. We do not assume responsibility towards or accept liability to
any other person for the contents of this report. We conducted our audit in
accordance with Hong Kong Standards on Auditing issued by the Hong Kong
Institute of Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance as to whether the consolidated financial statements are
free from material misstatement.
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An audit involves performing procedures to obtain audit evidence about

the amounts and disclosures in the consolidated financial statements.

The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and
true and fair presentation of the consolidated financial statements in order to
design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates
made by the directors, as well as evaluating the overall presentation of the
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and fair view
of the state of affairs of the Group as at 31st December, 2008 and of the
Group’s profit and cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards and have been properly prepared
in accordance with the disclosure requirements of the Hong Kong Companies
Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

3rd March, 2009
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for the year ended 31st December, 2008 H#E-ZTTN\F+_-_A=+—HItFE

2008 2007
—EEN\E —ETLF
NOTES HK$’000 HK$'000
P FE Fi&xT FET
Turnover - 7 3,521,633 3,112,368
Cost of sales SHERAR 7 (1,545,203) (1,377,795)
Gross profit ESAl 1,976,430 1,734,573
Other operating income E s U A 9 76,675 73,794
Selling and distribution costs HE R AR (653,232) (600,091)
Administrative expenses TR S (269,438) (140,447)
Investment income HE WA 10 148,677 245 396
Fair value changes on investment properties WEYE 7 N EE 176,030 3,648
Share of profit of a jointly controlled entity FE(R—R LR FEE ST 8,250 6,926
Discount arising on acquisition of associates B S N RIEE Z T 42 207,577 -
Share of losses of associates DG E A REE (1,605) -
Impairment loss on loan receivable W EFREEE (276,615) -
Finance costs BRE R 11 (68,112) (81,846)
Profit before taxation Il 12 1,324,637 1,241,953
Taxation 18 14 (265,491) (190,739)
Profit for the year IREEEF] 1,059,146 1,051,214
Attributable to: FEMRED -
Equity holders of the Company AEIREER 927,226 1,024,085
Minority interests DEIREEL 131,920 27,129
1,059,146 1,051,214
Dividends i85 15 435,186 357,088
Earnings per share BRAH|
— basic —EAR 16 HK$0.5452 HK$0.6022
— diluted —#E 16 HK$0.5429 HK$0.5982
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at 31st December, 2008 Eéfgg/\ﬁwaH:WL*E!

2008 2007
—EEN\F ZETHF
NOTES HK$'000 HK$'000
k=3 FExT FAT
Non-current assets FEMBENEE
Investment properties wEYE 17 363,940 19,620
Property, plant and equipment E - R NS 18 3,890,636 2,727 584
Prepaid lease payments FENFRERE 19 1,306,558 -
Deposit paid for prepaid lease payments and MIERNHERERWEDE
acquisition of property, plant and equipment MEREBERX MRS 20 12,496 1,085,016
Interests in associates EAH?F‘%’/} T$§ 21 1,123,805 -
Interest in a jointly controlled entity R—RAREH B R 22 488,554 468,938
Deferred tax assets ﬁﬁ%ﬂﬁéﬁ@ 34 1,855 5611
Available-for-sale investments A HERE 23 28,175 31,918
Financial assets designated at fair value through BRATEFSAABRZ ZEREE
profit or loss 24 342,412 154,285
Club debenture SHES 1,350 1,350
Loans receivable el E R 25 - 467,718
7,559,781 4,962,040
Current assets MENVE B
Inventories FE 26 62,582 60,309
Prepaid lease payments FERHEERE 19 7,074 -
Trade and other receivables JE U B R I LA R WRKIE 27 142,027 181,470
Amount due from a jointly controlled entity FEU —ZR )3 6| F 52 0E 28 24,146 46,046
Financial assets designated at fair value through BAFEFABZZEMEE
profit or loss 24 - 36,531
Held for trading investments BIEEERE 29 68,447
Loans receivable e E K 25 258,718 2,000
Bank balances and cash RITEFRES 30 2,439,443 3,598,388
3,002,437 3,924,744
Assets of disposal group classified as held for sale S iEAiFEHE Y HEEEEE 31 - 1,547,459
3,002,437 5,472,203
Current liabilities mEAE
Trade and other payables JE At BR R e EL A FE A< R IR 32 1,448,312 1,411,958
Tax payable FEFL 1B 89,350 94,137
Bank borrowings — due within one year HRITEE ——F AR5 H 33 592,100 406,810
2,129,762 1,912,905
Liabilities of disposal group classified as DIREEFEREZHE
held for sale EFEE 31 - 615,773
2,129,762 2,528,678
Net current assets MENEEFE 872,675 2,943,525
8,432,456 7,905,565
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CONSOLIDATED BALANCE SHEET SR A B E BER

at 31st December, 2008 R=ZFT/\F+=-A=+—H

2008 2007
—ZEENE ZEELF
NOTES HK$'000 HK$'000
BRE FHET FAT
Non-current liabilities SEREEE
Bank borrowings — due after one year RITEE ——F1& 55 33 2,426,000 2,600,000
Deferred tax liabilities ELEFIABE 34 73,144 26,383
Derivative instrument PTETA 35 - 1,002
Other payable H AR FIE 36 60,000 60,000
Loan from a minority shareholder of a subsidiary TE—KHB AR —%
PR ZER 37 18,329 -
2,577,473 2,687,885
5,854,983 5,217,680
Capital and reserves BERR
Share capital &N 38 8,370 8,525
Reserves i 5,169,342 4,648,193
Equity attributable to equity holders of the Company 7/ &A% 58 FE (L4 25 5,177,712 4,656,718
Minority interests DR R 677,271 560,962
5,854,983 5,217,680
The consolidated financial statements on pages 52 to 127 were approved and ERR 27 BEAMBRREEERN _ZETNFE
authorised for issue by the Board of Directors on 3rd March, 2009 and are ZR=ZBHEREETIE YA TIEEFREE
signed on its behalf by: =
Lau Luen-hung, Thomas 21855 Doo Wai-hoi, William HEE
Managing Director EE¥ b Executive Director HITEFE
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for the year ended 31st December, 2008 #HZE—

EENFTZA=+-RLEE

Attributable to equity holders of the Company

< in EZU ity

FRARRELSS
Capital Asset Share-based
Share Share  redemption revaluation Exchange payment  Investment Retained Minority
capital premium Teserve Teserve Teserve Teserve Teserve profits Total interests Total
kx  RGEE EAREGE EEERRE  EXRE ROARRE  RERE  REER &3 HURRER EH
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$ 000 HK$ 000 HK$'000 HK$000 HK$'000
Tér Tér TEr TEr  TAr  TEr  TEr  TEr TEr TEn TEn
At 1st January, 2007 RZF5+5-A-A 8480 3199948 - 3,680 8812 20,600 36,103 576357 385390 4929 388909
Exchange differences arising on HERINERESL
translation of foreign operations EizE - - - - 82,183 - - - 82,183 9,072 91,29
Net income recognised directly in equity ERNERETNNTE - - - - 82183 - - - 82183 9072 91,25
Proftfo the year RERRH - - - - - - CL4085 104085 2702 1061214
Transfer to proftor loss on sale of HEAHHERE
available-for-sale investments ERERE - - - - - - (36,103) - (36,103) - (36,103)
Total recogrised income and REFREAMAR
expense for the year FXBE - - - - 82183 - (36,103) 1024085 1,070,165 36,201 1,106,366
Recognition of equity-settled share EIRALEERHEH
based payments - - - - - 32,035 - - 32,035 - 32,035
Acquisiion of subsidiaries WENBLR - - - - - - - - - 519,832 519,832
Exercise and lapse of share options BREENER 4 70,362 - - - (15,640) - 2859 5762 - 5762
Divcends pad Effike S - - - - (37088) S
At 31st December, 2007 RISREFTZA=1-R 855 2913222 - 3,680 90,995 36,995 - 1603301 4656718 50962 5217680
Exchange differences arising on RERNERELL
translation of foreign operations EiZE - - - - 108,096 - - - 108,096 12582 120,638
Share of reserve of associates ERBEATGRE - - - - 3,486 - - - 3486 234 5810
Share of reserve of a ointly Bl FARZHEERR
controlled entity - - - - 11,366 - - - 11366 - 11366
Change in fair value for AHHERELATEED
available-for-sale investments - - - - - - (3538) - (3538) - (3538)
Net income recognised directly in equity ERNESEANAEE - - - - 122948 - (3538) - 119410 14,866 134276
Transfer to proftor loss on impairment of AHERERERER
available-for-sale investments 2R - - - - - - 3538 - 3538 - 3538
Proftfor the year RERRA - - - - - - S w6 w6 13190 1089146
Total recognised income and TEERERNAR
expense for the year et - - - - 122,948 - - 92726 1050174 146786 1,196,960
Release upon disposal of HE-FHBLIRARE
a subsidiary (nofe 42) (42) - - - - (13) - - - (13) (885) 2213)
Recognition of equity-settled share EIRALERHIH
based payments - - - - - 90,981 - - 90,981 - 90,981
Reduction on minorfy interest upon REEARR) SRR
equity interests swap (note 42) (Fi¥42) - - - - - - - - - (9274) (9274)
Share repurchase iR
- repurchase of shares -EERH (166) - - - - - - - (166) - (166)
~ premium on repurchase of shares -BERG2EE - (19%,270) - - - - - - (19%270) - (19%,270)
~fransfer -83 - - 166 - - - - (166) - - -
Exercise and lapse of share options EIRERTERAN 11 15,767 - - - (4528) - 1539 12,789 - 12789
Dividends paid to minorit interests BRATIEHRERE - - - - - - - (20318)  (20318)
Divcends pad EEfike S B8 - - - - - S B S B
At 31st December, 2008 RZFZ/\F+Zf=t-H 8310 2297533 166 3,680 212615 123448 - 2531900 5177712 677211 5854983
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2008 2007
—EENE ZETHF
HK$’000 HK$'000
FExT FH&T
OPERATING ACTIVITIES K
Profit before taxation BB A 1,324,637 1,241,953
Adjustments for: EYEH AT %L -
Interest income on bank deposits RITFERZFBUA (48,011) (109,609)
Loan interests and other interest income BB R H A F] S A (45,163) (15,683)
Finance costs Bh& RN 68,112 81,646
Depreciation of property, plant and equipment W - MR N EREITE 148,731 134,172
Release of prepaid lease payments TEAEREE L 4,127 -
Dividend income from available-for-sale AIEHERE 2R B U A
investments (3,500) (2,757)
Dividend income from held for trading investments HIEEEHREZIRBIA (1,564) -
(Gain) loss on disposal of property, HEDE - BEKERE
plant and equipment (Wzx) 18 (54) 1,001
Fair value changes in respect of index-linked notes ERHE B RN I AR RS
and equity-linked note/held for trading BN RBEEERE S
investments/derivative financial instruments MTEERIAZATEES (53,977) (28,152)
Impairment loss on available-for-sale investments AHEERE ZEEEE 3,538 7,472
Change in fair value of investment properties WBYE 7 N EE (176,030) (3,648)
Share of profit of a jointly controlled entity FEAE — R R HE 8 EF (8,250) (6,926)
Share of losses of associates DEEE A RIEE 1,605 -
Write-down of obsolete inventories i SH1F U 1,431 1,896
Allowance for (reverse of) bad and doubtful debts RIZRREE (B E) 1,764 (1,381)
Gain on disposal of available-for-sale investments HER I ERE 2 e - (96,667)
Share-based payment expense NN 90,981 32,035
Impairment loss on loan receivable FEU B FORE B 1B 276,615 -
Discount arising on acquisition of associates URBBE & AR EEE 2 ITRE (207,577) -
Operating cash flows before movements in EEESEHNKERSRE
working capital 1,383,415 1,235,352
(Increase) decrease in inventories FEOEM) R (1,410) 3,776
Decrease (increase) in trade and other receivables JTE A B 0 R L A R TE R A (1 n) 47,402 (7,179)
(Decrease) increase in trade and other payables FERBR IR N E b FEAST 2T (R4 ) 128 0 (51,937) 266,983
Cash generated from operations KEEBHERS 1,377,470 1,498,932
Interest received BUFIE 78,068 107,365
Hong Kong Profits Tax paid BHEBFEH (178,455) (143,704)
PRC Enterprise Income Tax paid B EPEREH (41,992) (2,856)
Hong Kong Profits Tax refunded BBNETRT 1,215 52
NET CASH FROM OPERATING ACTIVITIES REEBESRELTFHE 1,236,306 1,459,789
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2008 2007
—EENE —TELF
NOTES HK$’000 HK$'000
BiEE FaxT FiET
INVESTING ACTIVITIES BETEH

Purchase of index-linked notes 8 B SR S i (195,000) (585,750)
Purchase of held for trading investments BEREFEERAE (172,138) -

Deposit paid for prepaid lease payment and MENEERIERKEDE

acquisition of property, plant and equipment B E R & EE S (12,496) (841,489)
Purchase of prepaid lease payments EEEMNHEERE (14,468) -
Purchase of property, plant and equipment EEWE - BEKEE (760,023) (98,864)
Purchase of investment property BEREME (4,061) (20,040)
Purchase of available-for-sale investments BEAHNERE - (103,452)
Purchase of equity-linked note B B R MR - (233,800)
Purchase of club debenture BEEMES - (1,350)
Increase in loans receivable FEUE FRIE N (65,615) (432,668)
Proceeds from early redemption of index-linked notes IR I Ol BA 3 SN ZIR TS - 697,954
Proceeds from early redemption of equity-linked note R B EER IR EER 38,997 233,950
Proceeds from disposal of held for trading investments HEFEETIREMEBR 125,415 -
Proceeds from disposal of available-for-sale HERHEEREMEK

investments - 219,819
Decrease (increase) in amount due from JEUL— R LR 5 E RS FUE

a jointly controlled entity B (35 N) 24,568 (33,903)
Interest received from index-linked notes and ERFREH I IR & B i

equity-linked note BHR® 2 2B E 25,190 37,737
Interest received from held for trading investments HIEEBIRE 2B WA B 769 -
Interest received from derivative instruments PTETEZBWAIE 8,077 -
Dividend received from available-for-sale investments AHEEERE ZERRE 3,500 2,757
Dividend received from held for trading investments FIEEEREZBRARE 1,564 -
Proceeds from disposal of property, HEDE - BEL&E

plant and equipment FT1S 3 704 608
Payment to settle the derivative instruments SAPTHE T AR (1,008) -
Equity interests swap (net of cash and cash [ B 5 (F0kR Pl BB IR &

equivalents acquired) MIREeEEY) 42 (342) -
Acquisition of assets (net of cash and Ui & e (F0BR T UL

cash equivalents acquired) Be KRS EEY) 41 (689,861) (541,514)
NET CASH USED IN INVESTING ACTIVITIES RETBFTARSFHE (1,686,228) (1,700,005)
FINANCING ACTIVITIES MEES
New bank borrowings raised HERITIEE 301,800 1,800,000
Exercise of share options 1TIE RN AE 12,789 57,626
Loan from minority shareholder of a subsidiary —XMBARZ VEEER 18,329 -
Repayment of bank borrowings BRRITEER (300,000) (153,318)
Dividends paid BEIRTARE (435,186) (357,088)
Dividends paid to minority shareholders BRSO AR R B (20,318) -
Finance costs paid BT RE KA (101,641) (97,831)
Repurchase of ordinary shares i 0] A A (196,436) -
Repayment of obligations under finance leases BB RVE L RIE - (10)
NET CASH (USED IN) FROM FINANCING ACTIVITIES MEES () MERESFHE (720,663) 1,249,379
NET (DECREASE) INCREASE IN CASH AND RERRESEEWORD)

CASH EQUIVALENT EHNEEE (1,170,585) 1,009,163
EFFECT OF FOREIGN EXCHANGE RATE DIFFERENCE EREEsE 5,072 11,706
CASH AND CASH EQUIVALENTS AT BEGINNING OF FEPRERBESEEY

THE YEAR 3,604,956 2,584,087
CASH AND CASH EQUIVALENTS AT END OF THE YEAR, FRBVEREESZEY -

REPRESENTING BANK BALANCES AND CASH BETEERRES 40 2,439,443 3,604,956
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General

The Company is a public listed company incorporated in Cayman Islands
as an exempted company with limited liability and its shares are listed

on The Stock Exchange of Hong Kong Limited (“Stock Exchange”). The
Company'’s holding and ultimate holding company is Real Reward Limited
(“Real Reward”), a company incorporated in the Cayman Islands. The
addresses of the registered office and the head office and principal place
of business of the Company are disclosed in the Corporate Information to
the annual report.

The consolidated financial statements are presented in Hong Kong dollar,
which is also 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.

Application of new and revised Hong Kong financial reporting
standards

In the current year, the Group has applied the following amendments

of 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”) which are or have
become effective.

HKAS 39 & HKFRS 7
(Amendments)

Reclassification of financial assets

HK(FRIC)* — INT 11 HKFRS 2 Share-based payment: Group and

treasury share transactions

HK(IFRIC) — INT 12 Service concession arrangements

HK(FRIC) — INT 14 HKAS 19 — The limit on a defined benefit asset,
minimum funding requirements and
their interaction

The adoption of the above new or revised HKFRSs has had no material
effect on how the results and financial position for the current or prior
accounting periods have been prepared and presented. Accordingly, no
prior period adjustment has been made.
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Application of new and revised Hong Kong financial reporting

standards (continued)

The Group has not early applied the following new or revised Standards
and Interpretations that have been issued but are not yet effective.

HKFRSs (Amendments)

HKAS 1 (Revised)
HKAS 23 (Revised)
HKAS 27 (Revised)
HKAS 32 & 1
(Amendments)
HKAS 39 (Amendment)
HKFRS 1 & HKAS 27
(Amendments)

HKFRS 2 (Amendment)
HKFRS 3 (Revised)
HKFRS 8

HK(IFRIC) - INT 13
HK(FRIC) = INT 15
HK(IFRIC) - INT 16
HK(IFRIC) - INT 17
HK(FRIC) — INT 18

Improvements to HKFRSs!

Presentation of financial statements?

Borrowing costs?

Consolidated and separate financial statements®

Puttable financial instruments and obligations
arising on liquidation?

Eligible hedged items!

Cost of an investment in a subsidiary,
jointly controlled entity or associate?

Vesting conditions and cancellations?
Business combinations?®

Operating segments?

Customer loyalty programmes*

Agreements for the construction of real estate?
Hedges of a net investment in a foreign
operation®

Distribution of non-cash assets to owners?

Transfer of assets from customers®

! Effective for annual periods beginning on or after 1st January, 2009 except the
amendments to HKFRS 5, effective for annual periods beginning on or after 1st July,

2009.

o o a2 w N

Effective for annual periods beginning on or after 1st January, 2009.

Effective for annual periods beginning on or after 1st July, 2009.

Effective for annual periods beginning on or after 1st July, 2008.

Effective for annual periods beginning on or after 1st October, 2008.

Effective for transfers of assets from customers received on or after 1st July, 2009.

* IFRIC represents the International Financial Reporting Interpretations Committee.

The directors of the Company anticipate that the application of these
Standards or Interpretations will have no material impact on the results
and financial position of the Group.
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Significant accounting policies

The consolidated financial statements have been prepared on the
historical cost basis except for certain investment properties and financial
instruments, which are measured at fair value, as explained in the
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 entities (including special purpose entities) controlled
by the Company (its subsidiaries). Control is achieved where the Company
has the power to govern the financial and operating policies of an entity so
as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the year are
included in the consolidated income statement from the effective date of
acquisition and 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.

All intra-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 interests

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.

Business combinations

The acquisition of businesses is accounted for using the purchase
method. The cost of the acquisition is measured at the aggregate of the
fair values, at the date of exchange, of assets given, liabilities incurred

or assumed, and equity instruments issued by the Group in exchange

for control of the acquiree, plus any costs directly attributable to the
business combination. The acquiree’s identifiable assets, liabilities and
contingent liabilities that meet the conditions for recognition under
HKFRS 3 Business Combinations are recognised at their fair values at the
acquisition date.
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Significant accounting policies (continued)

Business combinations (continued)

Goodwill arising on acquisition is recognised as an asset and initially
measured at cost, being the excess of the cost of the business
combination over the Group’s interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities recognised. If, after
reassessment, the Group’s interest in the net fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities exceeds the cost of
the business combination, the excess is recognised immediately in profit
or loss.

The interest of minority shareholders in the acquiree is initially measured
at the minority’s proportion of the net fair value of the assets, liabilities and
contingent liabilities recognised.

Non-current assets held for sale

Non-current assets and disposal groups are classified as held for sale

if their carrying amount will be recovered principally through a sale
transaction rather than through continuing use. This condition is regarded
as met only when the sale is highly probable and the asset (or disposal
group) is available for immediate sale in its present condition.

Investment properties included in a disposal group that is classified as
held for sale are measured at their fair values at each balance sheet date
(see the accounting policy for investment properties). Other non-current
assets (and disposal groups) classified as held for sale are measured at
the lower of the assets’ (disposal groups’) previous carrying amount and
fair value less costs to sell.

Revenue recognition

Revenue is measured at the fair value of the consideration received or
receivable and represents amounts receivable for goods sold 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 title has been
passed.

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

Service income is recognised when services are rendered.

Minimum guaranteed sales commission is recognised in accordance with
terms of contracts.
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Significant accounting policies (continued)

Revenue recognition (continued)

Interest income from a financial asset including financial assets at fair
value through profit or loss is accrued on a time basis, by reference to the
principal outstanding and at the effective interest rate applicable, which is
the rate that exactly discounts the estimated future cash receipts through
the expected life of the financial asset to that asset’s net carrying amount
on initial recognition.

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

Investment properties

On initial recognition, investment properties are measured at cost,
including any directly attributable expenditure. Subsequent to initial
recognition, investment properties are measured at their fair values 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.

An investment property is derecognised upon disposal or when the
investment property is permanently withdrawn from use and no future
economic benefits are expected from its disposals. 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 asset) is included

in the consolidated income statement in the year in which the item is
derecognised.

Property, plant and equipment

Property, plant and equipment other than construction in progress
are stated at cost less subsequent accumulated depreciation and
accumulated impairment losses.

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

Construction in progress includes property, plant and equipment in

the course of construction for production or for its own use purposes.
Construction in progress is carried at cost less any recognised impairment
loss. Construction in progress is classified in the appropriate category of
property, plant and equipment when completed and ready for intended
use. Depreciation of these assets, on the same basis as other property
assets, commences when the assets are ready for their intended use.

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.
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Significant accounting policies (continued)

Property, plant and equipment (continued)

An investment property is transferred to property, plant and equipment
when it is evidenced by the commencement of owner-occupation. The
fair value at the date of transfer is the deemed cost of the property for
subsequent accounting in accordance with HKAS 16 Property, plant and
equipment. The property interest held under an operating lease which
was previously classified as investment property under the fair value
model is continued to account for as a finance lease after the transfer.

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.

When the leasehold land and buildings are in the course of development
for production or for administrative purposes, the leasehold land
component is classified as a prepaid lease payment and amortised over a
straight-line basis over the lease term. During the construction period, the
amortisation charge provided for the leasehold land is included as part

of costs of buildings under construction. Buildings under construction
are carried at cost, less any identified impairment losses. Depreciation

of buildings commences when they are available for use (i.e. when they
are in the location and condition necessary for them to be capable of
operating in the manner intended by management).

Club debenture
Club debenture is measured at cost less any impairment losses.

Investments in associates
An associate is an entity over which the investor has significant influence
and that is neither a subsidiary nor an interest in a joint venture.

The results and assets and liabilities of associates are incorporated

in these consolidated financial statements using the equity method

of accounting. Under the equity method, investments in associates

are carried in the consolidated balance sheet at cost as adjusted for
post-acquisition changes in the Group’s share of the net assets of the
associates, less any identified impairment loss. When the Group’s share
of losses of an associate equals or exceeds its interest in that associate
(which includes any long-term interests that, in substance, form part of
the Group’s net investment in the associate), the Group discontinues
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 associate.

Where a group entity transacts with an associate of the Group, profits and
losses are eliminated to the extent of the Group’s interest in the relevant
associate.
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Significant accounting policies (continued)

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 entities.

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 net assets
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
its 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 discontinues 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.

When a Group entity transacts with a jointly controlled entity of the Group,
profits or losses are eliminated to the extent of the Group’s interest in the
jointly controlled entity.

Leasing

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 to

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.
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Significant accounting policies (continued)

Leasing (continued)

LEASEHOLD LAND AND BUILDING

The land and building elements of a lease of land and building are
considered separately for the purpose of lease classification, unless

the lease payments cannot be allocated reliably between the land and
building elements, in which case, the entire lease is generally treated
as a finance lease and accounted for as property, plant and equipment.
To the extent the allocation of the lease payments can be made reliably,
leasehold interests in land are accounted for as operating leases.

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that entity
(foreign currencies) are recorded in the respective 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 at 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.

Exchange differences arising on the settlement of monetary items, and

on the retranslation of monetary items, are recognised in profit or loss

in the period in which they arise. 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 exchange differences arising on the
retranslation 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 Group (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 transactions 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.
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Significant accounting policies (continued)

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 intended use or sale. Investment income
earned on the temporary investment of specific borrowings pending their
expenditure on qualifying assets 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.

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 or expense that are taxable or
deductible in other years and it further excludes items that are never
taxable or 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.

Deferred tax is recognised on differences between the carrying amounts
of assets and liabilities in the consolidated financial statements and the
corresponding tax base 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 temporary 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 taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences
arising on investments in subsidiaries and associates, and interests in
joint ventures, except where the Group is able to control the reversal of
the temporary difference and it is probable that the temporary difference
will not reverse in the foreseeable future.

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 to 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.
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Significant accounting policies (continued)

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.

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 attributable 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 into one of the three categories, including
financial assets at fair value through profit or loss (“FVTPL"), loans

and receivables and available-for-sale financial assets. All regular way
purchases or sales of financial assets are recognised and derecognised on
a trade 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.

Effective interest method

The effective interest method is a method of calculating the amortised
cost of a financial asset and of allocating interest income over the relevant
period. The effective interest rate is the rate that exactly discounts
estimated future cash receipts (including all fees on points paid or
received that form an integral part of the effective interest rate, transaction
costs and other premiums or discounts) through the expected life of the
financial asset, or, where appropriate, a shorter period to the net carrying
amount on initial recognition.

Interest income is recognised on an effective interest basis for debt
instruments other than those financial assets designated at FVTPL, of
which interest income is included in investment income.

Financial assets at FVTPL has two subcategories, including financial assets
held for trading and those designated at FVTPL on initial recognition.
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Significant accounting policies (continued)
Financial instruments (continued)

FINANCIAL ASSETS (continued)

Effective interest method (continued)

A financial asset is classified as held for trading if:

et has been acquired principally for the purpose of selling in the near
future; or

e itisa partof an identified portfolio of financial instruments that the
Group manages together and has a recent actual pattern of short-
term profit-taking; or

e it is a derivative that is not designated and effective as a hedging
instrument.

A financial asset other than a financial asset held for trading may be
designated as at FVTPL upon initial recognition if:

e 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

e it forms part of a contract containing one or more embedded
derivatives, and HKAS 39 permits the entire combined contract (asset
or liability) to be designated as at FVTPL.

Index-linked notes, equity-linked note

Index-linked notes and equity-linked note are hybrid instruments that
contain embedded derivatives. The Group has designated the index-linked
notes and equity-linked note as “financial assets at fair value through
profit or loss” upon initial recognition in accordance with HKAS 39. At
each balance sheet date subsequent to initial recognition, financial assets
at FVTPL are measured at fair value, with changes in fair value recognised
directly in profit or loss in the period in which they arise. The net gain or
loss recognised in profit or loss includes any dividend or interest earned
from the financial assets.

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, loans receivable, bank balances,
and amount due from a jointly controlled entity) are carried at amortised
cost using the effective interest method, less any identified impairment
losses.
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Significant accounting policies (continued)

Financial instruments (continued)

FINANCIAL ASSETS (continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that
are designated as available-for-sale or are 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 recognised in profit or
loss for investments in equity instruments classified as available-for-sale
will not reverse through profit or loss.

IMPAIRMENT OF FINANCIAL ASSETS

Financial assets, other than those at FVTPL, are assessed for indicators
of impairment at each balance sheet date. Financial assets are impaired
where there is objective evidence that, as a result of one or more events
that occurred after the initial recognition of the financial asset, the
estimated future cash flows of the financial assets have been affected.

For an available-for-sale equity investment, a significant or prolonged
decline in the fair value of that investment below its cost is considered to
be objective evidence of impairment.

For all other financial assets, objective evidence of impairment could
include:

e significant financial difficulty of the issuer or counterparty; or
e default or delinquency in interest or principal payments; or

e it is becoming probable that the borrower will enter bankruptcy or
financial re-organisation.

For certain categories of financial asset, such as trade receivables,

assets that are assessed not to be impaired individually are subsequently
assessed for impairment on a collective basis. Objective evidence of
impairment for a portfolio of receivables could include the Group’s past
experience of collecting payments, an increase in the number of delayed
payments in the portfolio past the average credit period of within 30 days,
observable changes in national or local economic conditions that correlate
with default on receivables.

For financial assets carried at amortised cost, 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.
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Significant accounting policies (continued)

Financial instruments (continued)

IMPAIRMENT OF FINANCIAL ASSETS (continued)

For financial assets carried at cost, the amount of the impairment loss is
measured as the difference between the asset’s carrying amount and the
present value of the estimated future cash flows discounted at the current
market rate of return for a similar financial asset. Such impairment loss
will not be reversed in subsequent periods.

The carrying amount of the financial asset is reduced by the impairment
loss directly for all financial assets with the exception of trade receivables,
where the carrying amount is reduced through the use of an allowance
account. Changes in the carrying amount of the allowance account

are recognised in profit or loss. When a trade receivable is considered
uncollectible, it is written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited to profit or loss.

For financial assets measured at amortised cost, if, in a subsequent
period, the amount of impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment losses
was recognised, the previously recognised impairment loss is reversed
through profit or loss to the extent 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.

Impairment losses for available-for-sale equity investments will not be
reversed through profit or loss in subsequent periods. Any increase

in fair value subsequent to impairment loss is recognised directly in
equity. For available-for-sale debt investments, impairment losses are
subsequently reversed if an increase in the fair value of the investment
can be objectively related to an event occurring after the recognition of the
impairment loss.

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 FVTPL and other financial
liabilities. The Group’s financial liabilities comprise of only other financial
liabilities.
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Significant accounting policies (continued)

Financial instruments (continued)

FINANCIAL LIABILITIES AND EQUITY (continued)

Effective interest method

The effective interest method is a method of calculating the amortised
cost of a financial liability and of allocating interest expense over the
relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash payments through the expected life of the financial
liability, or, where appropriate, a shorter period to the net carrying amount
on initial recognition. Interest expense is recognised on an effective
interest basis.

Derivative financial instruments

Derivatives are initially recognised at fair value at the date a derivative
contract is entered into and are subsequently remeasured to their fair
value at each balance sheet date. The resulting gain or loss is recognised
in profit or loss immediately.

Other financial liabilities

Other financial liabilities including bank borrowings, trade payables,
concessionaire sales payable and other payables are subsequently
measured at amortised cost, using the effective interest method.

Equity instruments

Equity instruments issued by the Company are recorded at the proceeds
received, net of direct issue costs. Repurchase of the Company’s own
equity instruments is recognised and deducted directly in equity. No
gain or loss is recognised in profit or loss on the purchase, sale, issue or
cancellation of the Company’s own equity instruments.

DERECOGNITION

Financial assets are derecognised when the rights to receive cash flows
from the assets expire or, the financial assets are transferred 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.

Financial liabilities are derecognised 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 paid or payable is recognised in profit or loss.
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Significant accounting policies (continued)

Impairment of tangible assets

At each balance sheet date, the Group reviews the carrying amounts of

its tangible assets to 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 employee services received in an equity-settled share-
based payment transaction is determined by reference to the fair value
of share options determined at the grant date. The fair value of employee
services 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 transferred to share
premium. When the share options are not exercised at the expiry date,
the amount previously recognised in share based payment reserve will be
transferred to retained profits.

Retirement benefit costs

Payments to defined contribution retirement benefit plans are charged as
an expense as they fall due.
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4. Key sources of estimation uncertainty

In the application of the Group’s accounting policies, which are described
in note 3 the directors of the Company are required to make judgements,
estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates
and associated assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are recognised in the period in
which the estimates are revised if the revision affects only that period, or
in the period of the revision and future periods if the revision affects both
current and future periods. The following are the critical judgements that
the directors have made in the process of applying the entity’s accounting
policies and that have the most significant effect on the amounts
recognised in financial statements.

Loans receivable

As detailed in note 25(b), the Group has recognised an impairment loss
relating to a bridging loan advanced to the Egana Group of HK$277
million. The directors estimated the recoverable amount of the loan based
on the net realizable value of pledged assets.

Income taxes

At 31st December, 2008, a deferred tax asset of HK$1,855,000 in
relation to unused tax losses has been recognised in the Group’s balance
sheet. No deferred tax asset has been recognised on the tax loss of
approximately HK$311.2 million due to the unpredictability of future
profit streams. The realisability of the deferred tax asset mainly depends
on whether sufficient future assessable profits or taxable temporary
differences will be available in the future. In cases where the actual future
assessable 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 takes place.

Capital risk management

The Group manages its capital to ensure that entities in the Group will

be able to continue as a going concern while maximising the return to
stakeholders through the optimisation of the debt and equity balance. The
Group’s overall strategy remains unchanged from prior year.

The capital structure of the Group consists of debt, which includes the
borrowings as disclosed in note 33, cash and cash equivalents and equity
attributable to equity holders of the Company, comprising issued share
capital, reserves and retained earnings.
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5. Capital risk management (continued) 5. AXERER®)
The directors of the Company review the capital structure on a regular ARBEBTHRTERLEE - (EREER
basis. As part of this review, the directors consider the cost of capital and Mz—8D  EEEERARKFEZHE
the risks associated with each class of capital. Based on recommendations B ER - BIBEE 227  AKEE
of the directors, the Group will balance its overall capital structure through BRIRMARE - BITHIRRARD B B A J 8
the payment of dividends, new share issues and share buy-backs as well as TR ESERIIR A BT A T E R B E AL
the issue of new debt or the redemption of existing debt. & o
The gearing ratio at the year end was as follows: NEFAZEERBELRENT ¢
2008 2007
—EEN\F —EELF
HK$'000 HK$'000
FHET FAT
Debt (i) EG) (3,018,100) (3,006,810)
Cash and cash equivalents HeRBELEEY 2,439,443 3,604,956
Net (debt) cash (E7%)B e F5E (578,657) 598,146
Equity (ii) Pz (i) 5,177,712 4,656,718
Net debt to equity ratio BTG F RS L R 11.18% N/ATNE A
(i)  Debt is defined as long— and short-term borrowings as detailed in note 33. () BEBzERARBRGHEES  FEHNMESS -
(i) Equity includes all capital and reserves of the Group. (i) REBEREERERAREE -
6. Financial instruments 6. &RTH
Categories of financial instruments SR T RER
2008 2007
—EENF ZEELF
HK$’000 HK$'000
FExT FAT
Financial assets TREVEE
Fair value through profit or loss (FVTPL) RIEAFEFAED
Financial assets designated at fair value BEARAFEABZE
through profit or loss ZEmEE 342,412 190,816
Held for trading investments BIEEERE 68,447 -
Loans and receivables (including cash and ER N EWRFIA(BIER S
cash equivalents) EBREEEY) 2,845,775 5,389,159
Available-for-sale financial assets A ESREE 28,175 31,918
Financial liabilities SRIAE
Derivative instrument PTETER - 1,002
Amortised cost B SER AR 4,383,102 4,440,392

74 Lifestyle International Holdings Limited Annual Report 2008



Financial instruments (continued)

Financial risk management objectives and policies

The Group’s major financial assets and liabilities include bank balances
and cash, available-for-sale investments, index-linked notes, equity-
linked note, held for trading investments, loans receivable, trade and
other receivables, trade and other payables, amount due from a jointly
controlled entity, concessionaire sales payable, bank borrowings, other
payable and loan from a minority shareholder of a subsidiary. Details of
these financial instruments 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

The functional currency of the Company and its major subsidiaries in
Hong Kong is HK$ in which most of the transactions are denominated.
The functional currency of those subsidiaries operating in PRC is RMB in
which most of its transactions are denominated. Certain bank balances
of the Group amounting to approximately HK$194,693,000 (2007:
HK$826,686,000) and all index-linked notes, equity-linked note, certain
available-for-sale investments and certain bank balances are denominated
in United States Dollar (“USD”). The Group currently does not have a
foreign currency hedging policy as HK$ is effectively pegged to USD.
However, the management monitors foreign exchange exposure and will
consider hedging significant foreign currency exposure should the need
arises.

The following table details the Group’s sensitivity to a reasonably
possible change of 0.5% in exchange rate of USD against HK$ while all
other variables are held constant. The sensitivity analysis includes only
outstanding foreign currency denominated monetary items and adjusts
their translation at each balance sheet date for a 0.5% change in foreign
currency rates.
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Year ended 31st December,
BE+-—A=+—HLEE

2008 2007
—ZEN\F —ETELF
HK$’000 HK$'000
FET FHT

Increase (decrease) in profit for the year FREMIEMORL)
— if HK$ weakens against USD — BB ETRE 3,169 5,247
— if HK$ strengthens against USD —fWEBITRETAE (3,169) (5,247)

In management’s opinion, the sensitivity analysis is unrepresentative of
the inherent foreign exchange risk as the year end exposure does not
reflect the exposure during the year.
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6. Financial instruments (continued)

76

Financial risk management objectives and policies (continued)
INTEREST RATE RISK

The cash flow interest rate risk relates primarily to the Group’s floating-
rate loan receivables, bank borrowings, index-linked notes and derivative
swap. The interests on the Group’s index-linked notes and derivative swap
are linked with Constant Maturity Swap (CMS) rates and 3-month United
States Dollars London Interbank Offered Rate (3-month USD LIBOR)
respectively. The fair value interest rate risk relates primarily to fixed-rate
short-term bank fixed deposits. 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 exposure
should the need arise. The fair value interest rate risk on bank deposits is
insignificant as the fixed deposits are short-term.

The Group’s sensitivity to cash flow interest rate risk has been determined
based on the exposure to interest rates for both derivatives and non-
derivative instruments at the balance sheet date and the reasonably
possible change taking place at the beginning of each year and held
constant throughout the year. The Group’s sensitivity to interest rate risk
at each balance sheet date while all other variables were held constant is as
follows:
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Year ended 31st December,
BE+-A=+—HLEE

2008 2007
—ZEENE T F
Reasonably possible change in interest rate R SR A2 E) 100 basis points 100 basis points
1001E 267 1001E 25T
HK$'000 HK$'000
FHET FAT

Increase (decrease) in profit for the year FrEHIEMORLD)
— as a result of increase in interest rate — BRI 7 (13,015) 4,199
—as a result of decrease in interest rate — AR TR 4,739 (5,958)
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Financial instruments (continued)

Financial risk management objectives and policies (continued)

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,
2008 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 to 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 taken to recover overdue
debts. In addition, the Group reviews the recoverable amount of each
individual trade 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. Retail sales are mainly on cash basis, either
in cash, debit card or credit card payments. The Group has no significant
concentration of credit risk in relation to trade and other receivables, with
exposure spread over a number of counterparties and customers.

For loans receivables as set out in note 25, the Group reviews the
recoverable amount of each loan receivable on a regular basis and the
value of pledged assets, if any, to ensure adequate impairment losses are
made for irrecoverable amounts.

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 and government authority.
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Financial instruments (continued)

Financial risk management objectives and policies (continued)

PRICE RISK

The Group’s available-for-sale investments, equity-linked note and held
for trading investments 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. Details of the available-for-sale
investments, equity-linked note and held for trading investments are set
out in notes 23, 24 and 29 respectively.

The Group’s sensitivity to equity price risk on the available-for-sale
investments, equity-linked note and held for trading investments at each
balance sheet date while all other variables were held constant is as
follows:

2008 —ETN\F

Reasonably possible change in equity price EREBR AR IEE

FREMIZNCORD)
— B EEERIEN
— R ER BRI

Increase (decrease) in profit for the year
—as a result of increase in equity price
— as a result of decrease in equity price

2007

Reasonably possible change in equity price

L
RSB 2 T j A

FREMNIZINCORD)
— B EEERIEN
— RSB

Increase (decrease) in profit for the year
—as a result of increase in equity price
— as a result of decrease in equity price

LIQUIDITY RISK

In the management of the liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed adequate by the
management to finance the Group’s operations and mitigate the effects
of fluctuations in cash flows. The management monitors the utilisation of
bank borrowings and ensures compliance with loan covenants.

The Group relies on bank borrowings as a significant source of liquidity.
As at 31st December, 2008, the Group has available unutilised borrowing
facilities of approximately HK$1,281 million (2007: HK$1,000 million).
Details of which are set out in note 33.

The following table details the Group’s remaining contractual maturity
for its financial liabilities. For non-derivative financial liabilities, the table
has been drawn up based on the undiscounted cash flows of financial
liabilities based on the earliest date on which the Group can be required
to pay. The table includes both interest and principal cash flows.
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6. Financial instruments (continued)

SRITEuw)

Financial risk management objectives and policies (continued) MBEGEREENRBIR &)
LIQUIDITY RISK (continued) REEEREE )
Liquidity and interest risk tables BV E KT AR K
Weighted Carrying
average amount at
effective 31.12.2008
interest rate Less than 1-3 3 months RZBENE
MEF 1 month months to 1 year 1-5years  Adjustments T=A=+—H
BRRI= -fBAR -2=@R Z=@AZ-F -3EF wE ZIRE{E
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEn TEn TEn Thn TEx Thn
2008 —EBNE
Non-derivative financial liabilities FiiEemas
Trade and other payables BN Rt TR - 545,091 33,428 708,154 - - 1,286,673
Bank borrowings - variable rate RITEE-FHA% 4.35 - - 690,238 2,571,541 (243,685) 3,018,100
Other payable Hi (B - - - - 60,000 - 60,000
Loan from a minority shareholder TE-FHBAT
of a subsidiary —SPHRR L ER - - - - 18,329 - 18,329
545,091 33,428 1,398,392 2,649,876 (243,685) 4,383,102
Weighted Carrying
average amount at
effective 31.12.2007
interest rate Less than 1-3 3 months RZZTtE
MEE 1 month months to 1 year 1-5years  Adustments T=A=1—H
IR —EAn  —E=@R =MEARE-% —Z1F e ZEEE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEL FEL FiEL TAT TET TEL
2007 “EEtE
Non-derivative financial liabilities FiEeRaR
Trade and other payables ENERR R 2R - 587,101 36,004 750477 - - 1,373,582
Bank borrowings - variable rate BT -IBRE 489 - - 3719 2892500  (429409) 3006810
Other payable EftER5R - - - - 60,000 - 60,000
587,101 36,004 1,294,196 2,952,500 (429,409) 4,440,392
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6. Financial instruments (continued)
Financial risk management objectives and policies (continued)
LIQUIDITY RISK (continued)
Fair value
The fair value of financial assets and financial liabilities are determined as
follows:

e the fair value of financial assets and financial liabilities with standard
terms and conditions and traded on active liquid markets are
determined with reference to quoted market bid prices and ask
prices respectively; and

e the fair value of other financial assets and financial liabilities are
determined in accordance with generally accepted pricing models
based on discounted cash flow analysis using prices or rates from
observable current market transactions as inputs.

e the fair value of derivative instruments is calculated using quoted
prices provided by financial institutions. Where such prices are not
available, fair value is estimated based on discounted cash flow
analysis using the applicable yield curve for the duration of the
instruments for non-optional derivatives, and option pricing models
for optional derivatives.

The directors consider that the carrying amounts of financial assets and
financial liabilities recorded at amortised cost in the consolidated financial
statements approximate to their fair values.

7. Turnover
Turnover represents the amount received and receivable for goods sold by
the Group to outside customers, net of discounts and sales related taxes,
income from concessionaire sales, service income and rental income
during the year, and is analysed as follows:
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2008 2007

—ZENF T HF

HK$'000 HK$'000

FHET FAT

Sales of goods — direct sales EMEE —HFEHE 2,100,750 1,873,010
Income from concessionaire sales B EEEERA 1,271,362 1,120,580
Service income BRASUT A 79,465 64,458
Rental income RPN 70,056 54,320
3,521,633 3,112,368
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7. Turnover (continued)

7. BE#EH

The cost of sales are analysed as follows: SHEREDTT
2008 2007
—EENF =
HK$’000 HK$'000
FER FET
Cost of goods sold ERHEERA 1,493,480 1,329,523
Other cost of sales H A SHE AR 51,723 48,272
1,545,203 1,377,795
Business and geographical segments EBRMBESE
Geographical segments HE 53 EB

The Group’s operations are located in Hong Kong and Mainland of the
People’s Republic of China (the “PRC”). The location of the Group’s assets
that is also the location of the Group’s operations, are the basis on which

the Group reports its primary segment information.

AR R REE R AR LRE ([
B 1) Potts - A EA A AR B T AR
B2 e AAEERREEESHE
$ 2 2k -

2008 —BENE
Income statement D ERES
Consolidated
Hong Kong PRC Total
B8 23] mABE
HK$’'000 HK$'000 HK$'000
FHET FHET FERT
Revenue
External sales HINEE 2,959,438 562,195 3,521,633
Result E
Segment result DEbEEE 990,778 139,657 1,130,435
Investment income BERA 136,057 12,620 148,677
Fair value changes on investment properties B N EE 1,380 174,650 176,030
Share of profit of a jointly controlled entity FEAE— R AR HE IS EF - 8,250 8,250
Discount arising on acquisition of associates W BB & N RIFTEE 2 HTiR - 207,577 207,577
Share of losses of associates SMEE S N R 2 EE - (1,605) (1,605)
Impairment loss on loan receivable RN E FURE EE (276,615) - (276,615)
Finance costs BhA& RN (68,112)
Profit before taxation bR 85 A% ) 1,324,637
Taxation F18 (169,783) (95,708) (265,491)
Profit for the year REEHF 1,059,146
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8. Business and geographical segments (continued) EBRWESE @)
Balance sheet BEAER
Consolidated
Hong Kong PRC Total
B H RERE
HK$'000 HK$'000 HK$’000
FERT FExT FET
Assets BE
Segment assets DEEE 3,694,759 4,529,997 8,224,756
Available-for-sale investments HEERE 28,175 - 28,175
Financial assets designated at fair value through BAFESABRZZ
profit or loss SREE 342,412 - 342,412
Held for trading investments RIEEBERE 68,447 - 68,447
Interest in a jointly controlled entity PRI RIE S B LS - 488,554 488,554
Interests in associates & N B - 1,123,805 1,123,805
Amount due from a jointly controlled entity FEW — R IR HI EREFIE - 24,146 24,146
Loans receivable FEWE 258,718 - 258,718
Unallocated assets ROMEE 3,205
Consolidated total assets A BERE 10,562,218
Liabilities afE
Segment liabilities NEEE 819,768 628,544 1,448,312
Unallocated liabilities RAMAE 3,258,923
Consolidated total liabilities meaERE 4,707,235
Other information Hib&E#
Consolidated
Hong Kong PRC Total
aE H RERE
HK$’000 HK$’000 HK$'000
FERT FExT FET
Capital expenditure B 19,751 1,572,627 1,592,378
Depreciation of property, plant and equipment Y% BB REE 2 ITTE 90,815 57,916 148,731
(Gain) loss on disposal of property, plant HEWE  BELRERHEY
and equipment (fas) Esta (67) 13 (54)
Provision on bad and doubtful debts REEBREE 7,374 390 7,764
Write-down of obsolete inventories T E OB 1,021 410 1,431
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8. Business and geographical segments (continued) 8. EBRHMERIBE
2007 —EEEHF
Income statement Wk
Consolidated
Hong Kong PRC Total
BB # REKRRE
HK$'000 HK$'000 HK$'000
FAExT FHT FAT
Revenue W Es
External sales HINEE 2,690,101 422 267 3,112,368
Result E=
Segment result DEBHELE 969,297 98,532 1,067,829
Investment income BERA 242991 2,405 245,396
Fair value changes on investment properties REYE L NFEE 3,648 - 3,648
Share of profit of a jointly controlled entity FEAE—RERIZEH SR T - 6,926 6,926
Finance costs &R (81,846)
Profit before taxation R T A vis 1,241,953
Taxation FH1E (187,883) (2,856) (190,739)
Profit for the year REEHF 1,051,214
Balance sheet BEAE
Consolidated
Hong Kong PRC Total
BB ey RAKRE
HK$'000 HK$'000 HK$'000
FET FET FET
Assets E
Segment assets DEVEE 5,353,352 2,319,034 7,672,386
Assets of disposal group classified as PEAFELREZEE
held for sale SEEE - 1,547,459 1,547,459
Available-for-sale investments A ERE 31,918 - 31,918
Financial assets designated at fair value through BATEFAERZ
profit or loss SEREE 190,816 - 190,816
Interest in a jointly controlled entity R—REREHIE R - 468,938 468,938
Amount due from a jointly controlled entity FEM— R IR HI EiE 58 - 46,046 46,046
Loans receivable JEWE R 469,718 - 469,718
Unallocated assets APBLEE 6,962
Consolidated total assets SCARBERE 10,434,243
Liabilities BfE
Segment liabilities NEEE 785,807 686,150 1,471,957
Liabilities of disposal group classified as PEABELEZHE
held for sale SEEE - 615,773 615,773
Derivative instrument TAETAR 1,002 - 1,002
Unallocated liabilities Kot BafE 3,127,831
Consolidated total liabilities A BERE 5,216,563
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8. Business and geographical segments (continued) 8. ¥ERRMENE )
Other information HAhE R
Consolidated
Hong Kong PRC Total
aBE & e
HK$'000 HK$'000 HK$'000
FAExT FHET FET
Capital expenditure BARREX 38,273 1,952,213 1,990,486
Depreciation of property, plant and equipment ME  MEREEZITE 97,054 37,118 134,172
Loss on disposal of property, plant and equipment  HEWZE - BENMEKREZER 956 45 1,001
Reversal of allowance for bad and doubtful debts ~ RiEZEBREE# T (1,381) - (1,381)
Write-down of obsolete inventories A EETE S U 1,483 413 1,896
Over 90% of the Group's turnover and contribution to operating profit REEEBIEO0% & X EML L 5 F AR R E
is attributable to the operation of department stores for retailing of KEBERMTE  NAUEZNEBHHHH
merchandise. Accordingly no analysis of business segment is presented. # o
9. Other operating income 9. HEZUA
2008 2007
—EENF ZEELF
HK$’000 HK$'000
FHET FAT
Cleaning income BRIA 26,002 22,397
Project income EH A 4,258 3,717
Others EHih 46,415 47,680
76,675 73,794
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10. Investment income

11.

10. B KAN

2008 2007
—ZENF ZETEF
HK$’000 HK$'000
FET FHT
Interest income on bank deposits RITERZFEHA 48,011 109,609
Interest income on loans receivable W EF 2 F B A 36,681 15,657
Other interest income HF S WA 8,482 26
Dividend income AR 2 A
Available-for-sale investments AHEERE 3,500 2,757
Held for trading investments BIEEERE 1,564 -
Realized gain on disposal of available-for-sale HERMEHERE HE
investments/held for trading investments BEEREZEERIKE 26,992 96,667
Impairment loss on available-for-sale investments A P &8 &R EEE (3,538) (7,472)
Change in fair value of financial assets SREEATES
Financial asset designated at fair value through IBEEATEFAER
profit or loss CEREE 23,021 29,154
Held for trading investments BIEBEIRE (4,107) -
Derivative instrument PTETA 8,071 (1,002)
148,677 245,396
Finance costs 11. BEMF
2008 2007
—ZEENE ZEELF
HK$’000 HK$'000
FBT FET
Interest on: ITIEE 28 -
Bank borrowings and overdrafts: HITERERBES -
— wholly repayable within five years —BRAFANEBHEER 78,744 88,404
— wholly repayable after five years —BRAFREBHEER 11,894 -
Finance leases AL - 2
Others Hith 20,625 9,080
111,263 97,486
Less: Amounts capitalised W BN EE (43,151) (15,640)
68,112 81,846
Borrowing costs capitalised during the year arose on HK dollar and RMB FA - BBAERNZEBERER - TDREEE
borrowings from Hong Kong and the PRC at interest rates calculated by ERPBEZBTRAREEE  HFBT5 5
reference to the HIBOR and PBOC lending rate respectively on qualifying 2EBRBROTRAEFRBERFREARRITEE
assefs. BEIIRGEREEFNH -
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12. Profit before taxation 12. BBigIEHFI

2008 2007
—EEN\E —EELF
HK$’000 HK$'000
FExT FET
Profit before taxation has been arrived at BRFADEF 2k TFEE -
after charging:
Directors’ remuneration (Note 13): EEe (FIEL3)
Fees we 800 800
Other emoluments Hfh 3 4,079 4,038
Share-based payment [ SHANEA 59,978 10,249
Retirement benefits scheme contributions RIRERFT B 13 12
64,870 15,099
Other staff costs Hih 8 TARA 233,437 194,096
Retirement benefits scheme contributions, RRBFIFT B RORZ WK
net of forfeited contributions 8,401 7,698
Share-based payment AR50 31,003 21,786
Total staff costs @8 TR 337,711 238,679
Auditors’ remuneration [ Gl 3,253 2,583
Depreciation for property, plant and equipments ME - BENMEREZITE 148,731 134,172
Release of prepaid lease payments FENREREE 4,127 -
Write-down of obsolete inventories 7 SHTE EUR 1,431 1,896
Minimum lease payments paid under operating T ETHATE N HE 3 M F (A
lease in respect of leasehold land and buildings to AR A 2 AR 45808
— a jointly controlled entity ——FHREEHE R 140,775 128,227
— other parties —Hfb AL 59,930 50,582
Loss on disposal of property, plant and equipment  HEWE - BE MEEEIE - 1,001
Cost of inventories recognised as expense R AT 2 FEERAK 1,493,480 1,329,523
Allowance for bad and doubtful debts RIZARE M 1,764 -
Share of tax of a jointly controlled entity R—REFEH B EEFE(RFIE 5,323 6,049
Net exchange loss b 5 183 58 8,295 -
and crediting: AKRETATHIIEE :
Net exchange gain P& 5 W o 5 58 - 1,612
Gain on disposal of property, plant and equipment &Y « HE kB E 2 54 -
Reversal of allowance for bad and doubtful debts RERBBEED - 1,381
Gross rental from investing properties (net of KEMHEHES BT
negligible outgoings) (D2 8H) 19,043 6,818
Gross rental from sub-letting of commercial [GEXZEZNV:kA
properties ek 51,012 47,503
Less: Direct operating expenses in respect of B TR RYED
sub-letting of commercial properties HEGERAT (53,982) (38,320)
Net rental income WA F5E 16,073 16,001
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13. Directors’ and employees’ remuneration
The emoluments paid or payable to each of the 10 (2007: 10) directors

13. EEREENE
A&10%(ZTELF  108)EEENakfE

were as follows: MzBemT
Hui
Lau Doo Cheng Cheng Lau Lau lam  Cheung Shek Chiu Total
Luen Hung, ~ Wai Hoi, Yu  KarShun, LuenHung,  YukWai,  Siulun, YuetMan, LaiHim, Chung, @t
Thomas  William Tung Henry Joseph Amy Simon  Raymond  Abraham  Stephen 2008
g2%  HER UMY Ox4 0 8% YEE KB BHX RER HER -3ENF
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HK$'000
Téx TEn THz TEx TEx TEx TEx TEx TExr  TEr  TER
Fees ik - - 100 100 100 100 100 100 100 100 800
Other emoluments Efee
Salaries and other benefits S RAMER 3,988* 91 - - - - - - - - 4079
Contributions to retirement BINERIE IS
benefits schemes 12 1 - - - - - - - - 13
Share-based payment A 59,978 - - - - - - - - - 59978
Total emoluments Hessm 63,978 92 100 100 100 100 100 100 100 100 64,870
Hui
Lau Doo Cheng Cheng Lau Lau lam  Cheung Shek Chiu Total
LuenHung,  Wai Hai, Yu KerShun, LuenHung,  YukWai,  Siulun, YuetMan,  LaiHim,  Chung, &3
Thomas ~ William Tung Henry  Joseph Amy Simon  Raymond ~ Abraham  Stephen 2007
g HEE  gWY  gxg 8% AEE KB EHx BER SRR ZE5tE
HK$000  HK$000  HK$O000  HK$000  HKS000 HK$000  HKJ000  HKSO00  HKS000  HKSO000  HK$000
Tér TEr  TEr  TEr  TEr  TEr  TEr TR TEr  TEr T
Fees ik - - 100 100 100 100 100 100 100 100 800
Other emoluments Efee
Salaries and other benefits S RAMER 3.988* 50 - - - - - - - - 4038
Contributions to retirement RINERF IS
benefits schemes 12 - - - - - - - - - 12
Share-based payment A 10,249 - - - - - - - - - 10249
Total emoluments ek 14249 50 100 100 100 100 100 100 100 100 15,09
No directors waived any emoluments in the year ended 31st December, HE—ET )\ FR_TTLF+_A=+—

2008 and 2007.

Mr. Lau Luen-hung, Thomas and Sogo Hong Kong Company
Limited (“Sogo HK"), a wholly-owned subsidiary of the Company,
has entered into an employment agreement dated 25th July, 2003
(the “Employment Agreement”) whereby, inter alia, Sogo HK has
employed Mr. Lau as the general manager commencing from 1st
May, 2003. Mr. Lau is entitled to a monthly salary of HK$200,000
and, subject to the operating results of Sogo HK, to a discretionary
bonus under the Employment Agreement.

FILFE - $EEFREEETMEE -

BB ELRRRF R ENBARSER
(BB)BEERAR(EAER DA
FHA—ZTE=FtA-_+tHRAZER
Wt ([ER ) - Bk (AP esE) 2l
FEB-TE=FRA-BRESLE
BEERBEKE - REEMRRE - 2%k
&2 A% /5200,0008 7T © W EEIESR
REBEEEEERBBEL -
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13. EERESME
HE_ZZ N \F+_A=+—"HILFE " K

13. Directors’ and employees’ remuneration (continued)
Of the five highest paid individuals of the Group for the year ended 31st
December, 2008, one of them (2007: one) was a director of the Company EEREGERFALHR  —R(ZTTLF:
whose remuneration is disclosed above. The remaining four (2007: four) —R)BEARBESF BN EXHE -
are employees of the Group, details of whose remuneration were as SO (ZEELF : IR AALEEE
follows: 8 ' HE e BEIn T

2008 2007

—EENF ZETEF
HK$’000 HK$'000

FHET FiET

Employees: EE :

Salaries, allowances and other benefits e RBE MR HEMER 6,066 5,226
Retirement benefits scheme contributions RUREFIFHEI R 48 48
Performance related incentive payments HRIF MRS 1,020 2,320
Share-based payment B&AD 13K 9,092 3,923
16,226 11,517

The emolument of the remaining four were within the following bands: HEHRNUESRSFATZHFHN FTUATEHE -
2008 2007

—ZEN\F ZZTHF
Number of Number of

individuals individuals

A AE
HK$1,000,001 to HK$1,500,000 1,000,001/ 7T = 1,500,000/ 7T - -
HK$1,500,001 to HK$2,000,000 1,500,001 7T & 2,000,000/ 7T 1 2
HK$2,000,001 to HK$2,500,000 2,000,001/ 7T £ 2,500,000/ 7T - -
HK$2,500,001 to HK$3,000,000 2,500,001/8 7T & 3,000,000/ 7T 1 -
HK$3,000,001 to HK$3,500,000 3,000,001/ 7T Z 3,500,000/ 7T - 1
Above HK$3,500,000 3,500,000/ 7T A £ 2 1

During the year ended 31st December, 2008, no remuneration was paid HE-ZT)\F+_A=+—HLEFE &
by the Group to the director or the four highest paid employees as an ERVERESINEE=HES UK
inducement to join or upon joining the Group or as compensation for loss SIHMAREESER/MAREE 2 ek

of office. BERLTHE o
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14. Taxation 14. HIE
2008 2007
SIS —TELe
HK$’000 HK$'000
FHET FET
The charge comprises: THEETYEE -
Hong Kong Profits Tax BBFIER 177,290 181,823
PRC Enterprise Income Tax B ZEFTIS T 41,992 2,856
(Over)underprovision in prior years: BEFE (BEERE) BETR -
Hong Kong 5% (4,837) 1,802
214,445 186,481
Deferred tax charge (note 34) FERERIE S H (Fi7E34)
Current year NEE 52,262 4,258
Attributable to a change on tax rate RSB TS| BURLFIE (1,216) -
265,491 190,739

On 26th June, 2008, the Hong Kong Legislative Council passed the
Revenue Bill 2008 which reduced corporate profits tax rate from 17.5%
to 16.5% effective from the year of assessment 2008/2009. Therefore,
Hong Kong Profits Tax is calculated at 16.5% (2007: 17.5%) of the
estimated assessable profit for the year.

On 16th March, 2007, the PRC promulgated the Law of the PRC on
Enterprise Income Tax (the "New Law") by Order No. 63 of the President
of the PRC. On 6th December, 2007, the State Council of the PRC issued
Implementation Regulations of the New Law. Under the New Law and
Implementation Regulation, the Enterprise Income Tax rate of the Group's
subsidiaries in the PRC was reduced from 33% to 25% from 1st January,
2008 onwards.

The charge for the year can be reconciled to the profit before taxation per
consolidated income statement as follows:

RZZZNFARAZTARA  BRLEGE
BC2008F M AGPIESR) - TTNEZ
ZTNFRUFER BB EEME B EH
175%FEE16.5% Bt - KFFE 2 fhEH
JE SR B MR B K 16.5% (— BT F -
17.5%)st EEBFEH

R-ZZEZLF=A+XRE  hERBETEE
REFCE3MBMH P BB EMREBUE(#B
ED e RZZEZEALF T AKRE - HEEB
BeEt i # A 2 IR - RIBMBUEZ B
HeA Al - ANEE R R B2 P B AR 2 A
BHEE-ZT)\F—H—HIEH33%HE
£225% °

REZMBIRX G E ek 2 BT ADE
IR -
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14. Taxation (continued) 14. BiE )

2008 2007
LI T
HK$’000 HK$'000
T FHIT
Profit before taxation R A= T 1,324,637 1,241,953
Tax at Hong Kong Profits Tax rates REBNEBBEFTE 2MIE 218,565 217,342

Tax effect of share of profit of D — KRR E S F)

a jointly controlled entity 2B (1,361) (1,212)
Tax effect of share of losses of associates DMEEEAREBE BT E 265 -
Tax effect on non-taxable income BERMBAZHEZE (56,164) (26,395)
Tax effect on non-deductible expenses AR S B2 RIS 2 28,747 12,654
Tax effect on utilisation of tax losses Bz %H\Jﬂiﬁﬁ& FiIEEE

not previously recognised s (1,659) (14,113)
Tax losses not recognised RERTIAEE 44,626 877
Effect of different tax rates of subsidiaries RE A B ERE R A& TS

operating in other jurisdictions ZHB AR RNz 2 19,102 1,304
(Over)underprovision in prior years BATE(BEREB) BETR (4,837) 1,802
Withholding tax EE ) 10,054 -
Others Hit 8,153 (1,520

265,491 190,739
15. Dividends 15. &2
2008 2007
—EENF —EELF
HK$’000 HK$'000
FiExT FET
Dividend recognised as distributions during S RERAD RIS
the year:

Final dividend in cash for 2007, paid ZETLFURSIRN 2 KRR E

— HK cents 13.5 per share — FA%13.5781l

(2007: HK cents 10.5 paid for 2006) (ZTZTLF RN ZETNFREL0.581) 230,370 178,176
Interim dividend in cash for 2008, paid ZET N\FURSIKN 2 FHRE

— HK cents 12.0 per share — FH%12.07811

(2007: HK cents 10.5) (ZZZHF  10.5810) 204,816 178,912

435,186 357,088

Subsequent to the balance sheet date, final dividend of HK cents 12.0 =t

(2007: HK cents 13.5) per share has been proposed by the directors
which is subject to approval by the shareholders in the forthcoming

general meeting.

The dividend per share in 2007 has been adjusted for the effect of the
Company'’s share subdivision that took place during the year ended 31st

December, 2007.

R
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16. Earnings per share

16. B ET
RDF LB S TR E R LSRR

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

TR IO BER BRS¢

2008 2007
—EENFE T F
HK$’000 HK$'000
FET FAT
Earnings 2R
Profit for the year attributable to equity holders M EERERRE SR
of the Company for the purposes of basic and MEZARARIIREFEN
diluted earnings per share INEE 5% 927,226 1,024,085
'000 000
TR T
Number of shares R EE
Weighted average number of ordinary shares MEHEEREABFNmME 2
for the purposes of basic earnings per share e E AR N HE 15 8 1,700,712 1,700,439
Effect of dilutive potential ordinary shares issuable  ZXA & BEJREETEIIE T o] T
under the Company'’s share option scheme BTz BEB LRk e 7,211 11,627
Weighted average number of ordinary shares MEHEEREERNmME 2
for the purposes of diluted earnings per share = JE A% INRE L 8 1,707,923 1,712,066
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17. Investment properties 17. &Y%
HK$'000
FAT
FAIR VALUE AFE
At 1st January, 2007 RZZZT+F—A—H 30,948
Increase in fair value recognised in the R R ER A EEM
income statement 3,648
Transfer to property, plant and equipment BRI S - HE REE (14,976)
At 31st December, 2007 R-ZEZ+F+_HA=+—H 19,620
Transfer to property, plant and equipment BRI EYE - HE REE (21,000)
Acquired through acquisition of U BB B A RIS BB A (B 3E41)
subsidiaries (Note 41) 182,103
Additions during the year FRRE 4,061
Increase in fair value recognised in the PR RIER Z AN FEE
income statement (Note) (BF3E) 171,914
Exchange adjustments b L 7,242
At 31st December, 2008 RZZBZENF+=—A=+—H 363,940

Note: The amount does not include the fair value change of HK$4,116,000 on the
investment property held by Kaiyuan Square before the Equity Interest Swap

M ReBUYAREAEREZRR(KE42) 8
HILESMSEEANEELZ A TVEE

(Note 42). 4,116,000/ 7T °

The carrying amount of investment properties shown above comprises: iR E Y REERTE
2008 2007
—EENE —EELF
HK$’000 HK$'000
FHET FAT
Land in Hong Kong held under long lease NEABRIBERIBROEE 2 it - 19,620
Land in PRC held under medium lease AR EIRE BB A A 2 L3 363,940 -
363,940 19,620

Fair value of the Group’s investment properties situated in Hong Kong
as at 31st December, 2007 were determined by the directors of the
Company by reference to the then market prices for similar properties.
These investment properties had been transferred to property, plant
and equipment during 2008. No valuation has been performed by
independent qualified professional valuers.

Fair value of the Group’s investment properties situated in the PRC

as at 31st December, 2008 has been arrived at based on a valuation
carried out on that date by Shanghai Gooray & Henry Property Valuation
Chartered Surveyors Co., Ltd. (“Gooray”), an independent qualified
professional valuers not connected with the Group. Gooray is a member of
the Royal Institution of Chartered Surveyors. The fair value is determined
based on the Income Method by capitalising future rental income derived
from the property interest at an appropriate market yield for the remaining
term of the land use rights of the property. The valuation is made in
accordance with the Practice Statements of the Royal Institution of
Chartered Surveyors’ Valuation Standards.

All of the Group’s property interests held under operating leases to earn
rentals or for capital appreciation purposes are measured using the
fair value model and are classified and accounted for as investment
properties.
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18. Property, plant and equipment

18. Y% - HERRHE

Leasehold Furniture,
land and Leasehold Plantand fixtures and Motor  Construction
buildings improvements machinery equipment vehicles in progress Total
B
et HENE EE#E
kEF #£E  BERES & A HEIR @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T THET THET THT FHT T
COST R
At 1st January, 2007 RZZEZ+F—F—H 2,476,259 658,055 163,023 78,325 1,332 - 3,376,994
Exchange adjustment ek - 22,255 1,979 921 - 16,730 41,885
Transferred from investment BREMEER
property 14,976 - - - - - 14,976
Acquired on acquisition WEEM B DRI BA
of subsidiaries - - - 304 - 397,391 397,695
Additions NE - 38,943 369 3,774 3,325 68,093 114,504
Disposals/written off & 43 - (2,490) - (2,883) - - (5,373)
At 31st December, 2007 RZEZLF
+-A=+—H 2,491,235 716,763 165,371 80,441 4,657 482,214 3,940,681
Exchange adjustment i 5 f % 9,366 19,585 2,590 1,471 135 26,318 59,465
Transferred from investment BREMEER
property 21,000 - - - - - 21,000
Acquired on acquisition WEER B DRI BA
of subsidiaries 409,407 - 20,577 6,522 391 1,240 438,137
Additions NE 63,284 12,648 446 11,907 3,783 711,106 803,174
Disposals/written off HE /4 - (635) - (339) - - (974)
At 31st December, 2008 RZZENF
+-A=1+—H 2,994,292 748,361 188,984 100,002 8,966 1,220,878 5,261,483
DEPRECIATION e
At 1st January, 2007 RZET+F—F—A 642,685 294,300 98,040 40,313 791 - 1,076,129
Exchange adjustment R - 5,645 480 429 6 - 6,560
Provided for the year FRITE 46,418 66,365 11,270 9,743 376 - 134,172
Eliminated on disposals/ HEBE 4
written off - (2,482) - (1,282) - - (3,764)
At 31st December, 2007 RZFTLEF
+-A=1+—H 689,103 363,828 109,790 49,203 1,173 - 1,213,097
Exchange adjustment [ 5 AR 1,663 5,898 815 911 56 - 9,343
Provided for the year FRITE 58,046 67,041 11,146 11,327 1,171 - 148,731
Eliminated on disposals/ HERE
written off - (109) - (215) - - (324)
At 31st December, 2008 RZZENF
+-A=1+—H 748,812 436,658 121,751 61,226 2,400 - 1,370,847
NET BOOK VALUES REFE
At 31st December, 2008 RZTTN\E
+-A=1+—H 2,245,480 311,703 67,233 38,776 6,566 1,220,878 3,890,636
At 31st December, 2007 i
+-A=1+—H 1,802,132 352,935 55,581 31,238 3,484 482,214 2,727,584
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18. Property, plant and equipment (continued)

94

Included in construction in progress is borrowing cost amounting to
HK$43,151,000 capitalised during the year (2007: HK$15,640,000).

The above items of property, plant and equipment, other than
construction in progress, are depreciated on a straight-line basis at the

following rates per annum:

18. % - BMERRE @)

ERIREBEFAEBEREAZBERAK
43,151,000 7L ( ZZF T+ : 15,640,000
JT) e

BRAEZTIZI - LWE - BERREHEE
TIABAER T FREAENE

Leasehold land and buildings Over the lease terms HETHRIEF BT
Leasehold improvements Over the shorter of the HEMEEE BT E520%
lease terms, or 20% (A& BYE)
Plant and machinery 10% 5 Rt 28 10%
Furniture, fixtures and equipment 20% B BEREREE 20%
Motor vehicles 20% AE 20%
2008 2007
—ZENE —ZETF
HK$'000 HK$'000
FExT FET
The carrying amount of leasehold land and HE T REFREE
buildings comprises land and buildings: BRELNT T RET
— long lease in Hong Kong —URBEAZRPHENEE 494,241 481,940
— medium term lease in Hong Kong —(URBEAZF AN EE 1,282,143 1,320,192
1,776,384 1,802,132
— medium term lease outside Hong Kong — (R EBBEINZ P RN E 469,096 -
2,245,480 1,802,132

The Group has pledged certain leasehold land and buildings with net
book values of approximately HK$1,636 million (2007: HK$1,680 million)
to secure general banking facilities granted to the Group.
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19.

20.

Prepaid lease payments
The Group’s prepaid lease payments comprise:

19. EfHERIE

REEZ ANBEEFIARLRE

2008 2007
—ZENE —ETLF
HK$’000 HK$'000
FExT FAT

Leasehold land outside Hong Kong MNREBREIINZHE LI
Medium-term lease (Note) FRERFA 40 (PRE) 1,313,632 -

Analysed for reporting purposes as: TERENDITAE :

Current portion ENERER 1D 1,074 -
Non-current portion FEBNERER D 1,306,558 -
1,313,632 -

Note: As at 31st December, 2008, the Group has not yet obtained the legal document in
respect of the land use right in the PRC with carrying value of HK$1,159,710,000.
The Group is in the process of obtaining the land use right certificate.

Mzt RZTTENF+ZA=+—8 FTEEBHRR
1SR 1E1,159,710,0007% JThiz 7 A B 2 £ 3
ERREZEE XM - REBIEPZEGZ LI

BRI F4 -
Deposit paid for prepaid lease payments and acquisition for 20. ERAERERKEYE  BERRE
property, plant and equipment FiZftize
2008 2007
SIS e
HK$'000 HK$'000
FHET FAT
Deposit paid for: BMUATIEE RS -
— prepaid lease payments (Note) —TEEEFRE (M) - 1,085,016
— acquisition of property, plant and equipment — BB - BENRE 12,496 -
12,496 1,085,016

Note: The deposit paid represents amount paid to the relevant government authority for a
medium term prepaid lease payments in relation to the Group’s project in Shenyang,
PRC and has been transferred to prepaid lease payment during the year.

i : ROCNREEEAFNEEETEESZERE R
BRSNS 2 BEOENEENTZ
Be FPZELOERERNBAERETD)

g o
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21. Interests in associates

21.

2008 2007

—EENE —ETLF

HK$'000 HK$'000

FEx FET

Unlisted, at cost FE LT - HRRRAR 1,119,600 -
Share of post-acquisition profits and reserves DRSS 2 s T R 4,205 -
1,123,805 -

As at 31st December, 2008, the Group had interests in the following

associates:

Proportion of
nominal value of

R-FENET=A=+—R  ARERIK
B AR i

Place/ issued capital/
Form of country of Principal registered Proportion
business incorporation/  place of capital held of voting
Name of entity structure registration operation by the Group power held  Principal activity
AEBE
i [EX:¢h)
EEais:Ee RS, iR
BREE EREEEL  BEX TERE MY  RAEELH tl  EEEH
2008 2008
—EENE —EENE
ARELBEAEER Incorporation PRC PRC 30% 30%  Investment holding of a
BEREMTAF a8y # H (Note 1) group of companies
(“Beiren Group”) (PfzE1) engaging in operation
(TdEAE®] ) of department stores,
supermarkets, electrical
appliances malls and
property leasing
fe=2EEE - Bm
ERAmEERME
HEXK s EBRA
REER
AR T ES Incorporation PRC PRC 48% 48%  Property holding
BREEAF a2 A FE e (Note 2) and leasing
(“Kaiyuan Square”) (BfzE2) MEREREE
(TFATES])
Notes: R
1. The Group holds indirectly 30% equity interest in Beiren Group through a 60% owned 1. KRNEEFBHEB0%EZZHEBATTILE
subsidiary, /4L TBJRE 5B R A 7] (Hebei Xuyuan Trading Company Limited) (“Hebei BEESERAT(CULEE st AEE
Xuyuan"). 30% At ©
2. The Group holds indirectly 48% equity interest in Kaiyuan Square through a 60% 2. AEBEFEBHEBOWEZYWBARZREER

owned subsidiary, Ample Sun Group Limited. At 31st December, 2008, Kaiyuan
Square was also owned as to 51% by the Beiren Group.
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21. Interests in associates (continued)

22.

21. REEATRER @)
BAREEEE QR 2 MEEREMAT

Summarised financial information in respect of the Group’s associates is

set out below:

]

2008

—EENF

HK$’000

FET

Total assets BEERE 5,842,331

Total liabilities BEMEEE 4,035,699

Net assets BEFRE 1,806,632

Group’s share of associates’ net assets REBEELEE AR EETE 1,123,805

Revenue Wz 4,383,377
Losses for the year REEBIE (7,213)
Group's share of losses of associates for the year AEE B E N RATF EEBE (1,605)

Interest in a jointly controlled entity 22, jA— i#ﬁﬁﬁﬂ%ﬁ%&iﬁ

At 31st December, 2008 and 2007, the Group had interests in the RZBEZENEFR_EELF+_A=+—
following significant jointly controlled entity: E & IB@T@JE%‘EA PRI E e A

Proportion of

Place of nominal value Proportion
establishment/ of issued capital of voting
Name of entity operation held by the Group power held Principal activity
AEEPH
B,/ BEITIRA PSR 8
ERaRE e EELL B LAl FTEEH
EEhBEEmES Sino-foreign equity People’s Republic 50% 50% Property holding and
BRAF of China leasing
(Shanghai Joinbuy hEARERME MESEREE

City Plaza Co., Ltd.)

Jointly controlled entity is accounted for using the equity method of

EHIEBIZERGEAR

accounting:

2008 2007
LI —TRte
HK$’000 HK$'000
FET FET

Cost of unlisted investments in a jointly —RAREHEREIE FHRE 2R
controlled entity 433,104 433,104
Share of post-acquisition profits DU R T 25,568 17,318
Share of post-acquisition reserves DEUEE R 29,882 18,516
488,554 468,938
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22. Interest in a jointly controlled entity (continued) 22 R—REFEEHEEER @)
The summarised financial information related to the Group’s interest in BRAREERRFAEHIEE 2 ER 2 HEE
the jointly controlled entity is set out below: BHE T
2008 2007
Sk —TTLE
HK$'000 HK$'000
FExT FAT
Non-current assets FEREEE 1,483,068 1,486,514
Current assets TRENEE 16,870 15,562
Current liabilities mEAaG 240,330 196,229
Non-current liabilities FErREEaE 282,500 367,970
Income N 174,468 154,780
Expenses 53 157,970 140,929
Group’s share of profit of the jointly controlled entity 7<= B &5 £ Rl1% # Z 82 % F) 8,250 6,926
23. Available-for-sale investments 23. [ ERE
Available-for-sale investments comprise: AHEERERRE
2008 2007
—EENE ZETEF
HK$'000 HK$'000
FET FHT
Unlisted investment at fair value JELEMIRE - BRAFE 28,175 31,918
Available-for-sale investments comprise an unlisted equity securities AHPERERIER RPN BRETIMKL
issued by a mutual fund company incorporated in Bermuda. The ZEBESNRMBITELTRAZES 2K
investment is denominated in USD and its fair value is based on price B o ZBENUETLABMN HATERHER
quoted by the counterparty financial institution. During the year, an ST ERBERMRBECERTE - FR -
impairment loss of HK$3,538,000 (2007: HK$7,472,000) has been 3,538,000 T ( ZEZ L4 : 7,472,000/
recognised in the consolidated income statement. T0) ZBEBEE RN e W am R iR o
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24.Financial assets designated at fair value through profit or loss
Financial assets designated at fair value through profit or loss comprises:

24. BEBRAFEFANERZEMEE
BERNVEFABRZ EREERS

2008 2007

—ZENE —ETLF

HK$'000 HK$'000

FHET FAT

Index-linked notes (Note) ERYE SR (F3E) 342,412 154,285

Equity-linked note R MR - 36,531

342,412 190,816

Less: Amounts due within one year shown B SIATRBI B ER—F AR B2 R IE

under current liabilities - (36,531)

Amounts due after one year —FEREH 2 FIE 342,412 154,285
Note: The index-linked notes are denominated in USD with principal amount of Mt : A& % /545000,00F T (—EE+E+-F

USD45,000,000 (31st December, 2007: USD20,000,000). The obligations of interest
accrual depends on the difference between the USD 10-Year Constant Maturity Swap
(“CMS”) Rate and the USD 30-Year CMS Rate. The issuer has options to redeem the
notes before maturity or at maturity, settled at the principal amount plus any accrued
and unpaid interest. Accrued interests are paid at fixed intervals on a quarterly basis.
The index-linked notes are designated as financial assets at fair value through profit or
loss upon initial recognition as they contain one or more embedded derivatives.

The maturity dates of the index-linked notes outstanding as at 31st December, 2008
are June 2017 and February 2018 respectively. The maturity date of those
outstanding as at 31st December, 2007 was June 2017 and was therefore classified as

non-current.

On 5th February, 2009, one of the index-linked note with principal amount of
USD25,000,000 was early terminated, resulting in a realised loss of approximately
USD225,000 (equivalent to approximately HK$1,755,000) for the year ending 31

December 2009 (note 47(ii)).

=+—H : 20,000,000 7t ) Z £235 Hh 9 =
BIARTAEE - Wik +FHETEEHRR
([ Bl HRR A ) Fl & 88 = +F I T E E
HIR AN R ZRETE R - HITAH
RN T BAR o 2 B - DA S BEANEST BT R K
NAEBERIARMRER - 25HH S REEFEH
M) - AR EESHARERE —EXSE
MHITETA - AR S RAREIEE /R
DHEFABRRZ ERMEE

RZZZN\F+ZRA=+—BrKR{THEzHE
EEHARBEO IR —E—tF AR
E-N\F_ARH MR-_ZFTLF+-A
=+ —HEARITE BRI RE 2 I H
BR-IZ—tFRA  BHOBRRFERD -

RZZBZNF_ARR Hh—HEXEHE
25,000,0005 7T 2 B3 MRS IRIR F 4R |E I
EERE-ZENFT A=+ -HIEFED
225,000 7T (FHE R 471,755,000/ 7T ) 2 E518
(MiE47(G0) ©

25. Loans receivable 25. FEIE R
Loans receivable comprises: EWERBIE
2008 2007
—EENE —TELF
HK$’000 HK$'000
FiExT FEIT
Non-current assets SEMENEE
Loan extended in relation to a project PEGEEB RHEZER
in Shenyang (Note a) (FffzEa) - 167,718
Loan to EganaGoldpfeil (Holdings) Limited AN 2 E A TR A B (BN EIRR 1)
(“Egana”) (Note b) R ER(5ED) - 300,000
- 467,718
Current asset MENVEE
Loan extended in relation to a project in ERRIEBIREZER
Shenyang (Note a) (Ff¥5Ea) 238,718 -
Loan to Egana (Note b) MBS NBIRR R 2 B3 (M 7ED) 20,000 -
Other loan receivable (Note c) HAbEIE R (Mi7Ec) - 2,000
258,718 2,000
Total @zt 258,718 469,718
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25. Loans receivable (continued)
Notes:

(a)

100

The loan represents the amount drawn down and remained outstanding as at 31st
December, 2008 from the HK$250.0 million facility the Company granted to a third
party group of companies (“Borrower Group”) who is in the process of taking over

a retail property project in the PRC. The loan is secured by the shares in certain
companies of the Borrower Group and guaranteed by a third party individual. The loan
bears interest at the Hong Kong prime rate and is repayable after 18 months from the
loan agreement date on 6th November, 2006. In connection with this loan facility,

a fellow subsidiary of the Company was granted an option from this Borrower Group
to acquire certain interests in the retail property project which the Borrower Group

is contemplating. The repayment date of the loan was extended to 31st May, 2009
according to supplemental agreement entered into between the borrower and the
Company on 28th February, 2009. As at 31st December, 2008, the fair value of the
option is not material.

On 24th September, 2007, the Group granted a bridging loan of HK$300 million
(the “Bridging Loan”) to Egana (together with its subsidiaries the “Egana Group”)

in connection with the Group’s participation in the financial restructuring of Egana
(“Proposed Restructuring”). The Bridging Loan bears interest at 2% above the Hong
Kong prime rate offered by The Hong Kong and Shanghai Banking Corporation and
is secured by a charge over all equity interests in a wholly-owned subsidiary of Egana
that owns a brand (the “Brand”), a charge over certain office premises of Egana in
Hong Kong and a charge over 434,345,736 shares of HK$1.00 each in the capital
of Egana (the “Pledged Shares”), representing approximately 29.67% of the issued
share capital held by the major shareholder of Egana.

The Group’s intended participation in the financial restructuring of Egana is to
pursue, as part of the Group’s business strategy, the branded goods retail and
distribution business through taking a controlling interest in Egana. According to

the latest published unaudited financial statements of Egana, before any debt and
business restructuring, the Egana Group had as at 30th November, 2007, total assets
amounting to approximately HK$4.3 billion, net deficit of approximately HK$1 billion
and was indebted to a group of bank creditors (the “Bank Group”) of approximately
HK$3.6 billion.

Pursuant to the conditional debt restructuring agreement which took effect on 26th
May, 2008 entered among the Company, Egana and the Bank Group (the “DRA"),
subject to certain conditions, the Group has agreed to inject into Egana an aggregate
of approximately HK$1.2 billion as new capital (by way of subscription of new shares
and convertible bonds issued by the Egana Group) that may result in the Group
becoming the controlling shareholder of Egana, and the Bank Group has agreed the
waiver of debts to reduce the indebtedness to approximately HK$2.0 billion. The
proposed capital injection by the Group and waiver of debts by the Bank Group will
improve the financial position of the Egana Group from net deficit to net assets upon
the Proposed Restructuring becoming effective.

A circular dated 30th June, 2008 in relation to, among other things, the entering

into of the conditional DRA as contemplated under the Proposed Restructuring has
been issued by the Company. As stated in the Company’s announcement dated 29th
July, 2008, the extraordinary general meeting (the “EGM”) convened and held on
29th July, 2008 by the Company to approve the form and substance of the proposed
subscription agreements for the issuing of new shares and convertible bonds of Egana
to the Group (the “Subscription Agreements”) was adjourned until further notice of
the Company as the Company required further time to clarify with Egana the issues as
mentioned in the announcement of the Company dated 22nd July, 2008 (“Matters”).
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%o REBMNERSAHTE L REREY
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1,000,000,0003 7T » 3 44 R EREIRTT ([ #R7T %
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25. Loans receivable (continued)
Notes: (continued)

(b)

(c)

(continued)

On 26th September, 2008, the conditional DRA ceased to have effect and the
Bridging Loan became matured and no full repayment of the Bridging Loan was
made by Egana. On 28th October, 2008, the Group filed a writ of summons to the
High Court of the Hong Kong Special Administrative Region to demand Egana for
repayment of the Bridging Loan.

Egana subsequently made partial repayment of the principle amount in the sum of
HK$3,385,000 to the Group and as a result the outstanding principle amount of the
Bridging Loan was reduced to HK$296,615,000 (the “Remaining Loan”). On 31st
October, 2008, the Group served a statutory demand on Egana to require repayment
of the Remaining Loan plus interest within 21 days failing which the Group may
proceed under the provisions of the Companies Ordinance to taking further legal
actions against Egana.

In view of the latest development, the directors of the Company considered that the
likelihood of full recovery of the Remaining Loan is remote and that a provision for
impairment of the Remaining Loan is required in the financial statements for the year
ended 31st December, 2008. At 31st December, 2008, the recoverable amount of
the Remaining Loan is ascertained to be the net realisable value of the pledged office
premises which was estimated to be HK$20,000,000. In the opinion of directors, other
pledged assets are likely to have minimal value to the Group, Thus, the shortfall of the
Remaining Loan after the estimated net realisable value of pledged office premises
was impaired as at 31st December, 2008. During the year ended 31st December,
2008, the Group made the provision of HK$276,615,000 as the impairment loss for
loans receivable from Egana.

The amount represents a loan advanced to a third party. It is secured, bears interest
at 5.5% per annum and is fully settled in 2008.

26. Inventories

25. Bl E R @)
WiSE : (40

(b)

(c)

(&)

REZZEENFAAZTRA  ZBKEEEESE
BETBEY - BEERNRMEE - mE N E
BAREBEREER - E_FTNF+A=-TN
B ASEEEBNITHERSER BT —H
A SRAB B MNERERBEER -

Hig MERERASEERESOAS /Y
3,385,000/87C © Et - BEERZ ARERALHE
RZE296,615,000/8 7T ([ B EK]) - E=FFN
FHA=Z+—H FEERX2—HETERER
ETEOMBIRR - BRFAEIRAEERIREZRM
S o BRI AEEABEMARR A FHEGHGE S
s MBI BRI AL AR 21T ED ©

BENSIHER  ARRAEFRREZBERF
BRERNAREER  WEACBEE-TTN\F
TZA=Z+T-RLFENUBRRTARBE
RIERERE - E—FTFN\F+-_A=+—H"
RS ERNAERHEDER/ADEARAE
K2R BIRFE - 5 420,000,000/ 7T o &
=RR HAKEMS - Ao EREEZEE
BIE o Filt - RSBEFRECEFRIENE L
EEAIERFERZEREBE_EEN\F+=
A=+—RAHREE ERE_FTN\F+-A
=+ —BIEFE  FAEBEREMERZ EKE
RAEH276,615,000/8 TLRERTIR A ©

ERRBEENTE=ZFZER - ERRBE
A EEbEZFENKRAR ERZFRNFE

°

pil

26. 58
2008 2007
—ZENE —ZEELF
HK$'000 HK$'000
FHET FAET
Merchandise held for resale BEEEER L 62,582 60,309
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27. Trade and other receivables

27. FEWARTR R H fth FEW K1

2008 2007

—ZENF ZZTHF

HK$'000 HK$'000

THT FHT

Trade receivables FEURBR T 56,837 68,874
Less: Allowance for doubtful debts B REREE (2,852) (2,799)
53,985 66,075

Other receivables, deposits and prepayments Hi W IE -« 124 T 708 88,042 115,395
Total trade and other receivables JE LA BR TR N B At R M R B 4R ER 142,027 181,470

The Group’s retail sales to customers are mainly on cash basis, either
in cash, debit card or credit card payments. The Group does not have a
defined fixed credit policy as its major trade receivables arise from credit
card sales. An aged analysis of the Group’s trade receivables as at the

balance sheet date is as follows:

AEERABETELNTEHETZNRGHE
7 RS RBRRHEARER - AR
AEETFZRUEEIFREBERRHEE - 83X
BEREEEERE - ARENEE AR
PRI OMAT

2008 2007

—EBN\E —TTAEF

HK$'000 HK$'000

FERT TAT

0-30 days OH%30H 42,470 62,649
31-60 days 31HZ60H 10,559 1,806
61-90 days 61HZ%=90H 672 428
Over 90 days #BiA90A 284 1,192
53,985 66,075

Included in the Group’s trade receivable balance are debtors with
aggregate carrying amount of HK$956,000 (2007: HK$1,620,000) which
are past due at the reporting date for which the Group has not provided
for impairment loss. The Group does not hold any collateral over these
balances. The average age of these receivables is 90 days (2007: 90

days).
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27.

Trade and other receivables (continued)
Ageing of trade receivables which are past due but not impaired

27. FEWARFR B EL 4t FEMY FRIE ()
BEABRIBE Z BRI AIBREN 0T

2008 2007

—Z2ENE —ETLF

HK$’000 HK$'000

FHExT FAT

61-90 days 61HE90H 672 428
Over 90 days B0 H 284 1,192
956 1,620

The Group has not provided fully for all receivables over 90 days because
historical experience is such that receivables are recoverable from the
relevant debtors.

REE I ARBAAE B0 R BB FIE R
BE RERRBEELR SEWKEH

B AR 2 UK -

Movement in the allowance for doubtful debts RERIEGEEE
2008 2007
—EEN\E —EELF
HK$'000 HK$'000
FExT FET
Balance at beginning of the year FHEEER 2,799 4,180
Written off as uncollectible SRAR A (515) -
Impairment losses provided (reversed) BB () 568 (1,381)
Balance at end of the year FIRGEER 2,852 2,799

28. el —RE RIZEHERRIE
BRFAREEN 2R NARERER -

28. Amount due from a jointly controlled entity
The amount is unsecured, interest-free and repayable on demand.

29. Held for trading investments 29. FIEEERE

2008 2007

—sENF —TEr

HK$’000 HK$'000

FET FAT

Unlisted debt securities at fair value FEMERFES  HAFE 68,447 -

FHEERERE Z N TEDRIE S BE BT R
ZMEREE

The fair value of held for trading investments is determined based on the
quoted market prices provided by financial institution.
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30. Bank balances and cash

31.

104

At the balance sheet dates, bank balances and cash comprised mainly
short-term deposits which carry interest at prevailing market rates.

30. RITEHERIRE

REER  RITEFRRSTIES
M5 e BN -

FEIRIT

Included in bank balances and cash are the following amounts 1T ,ﬁﬁﬁ%&fﬁﬁ BE T AEEEREEY
denominated in currency other than functional currency of the relevant BB LINE B E R FIE
group entities:
2008 2007
—EEN\E T HF
HK$'000 HK$'000
FHERT FHET
United States Dollar E5T 194,693 826,686
Disposal group classified as held for sale 31. MEBFEHEZHESRH
The assets and liabilities attributable to a subsidiary, Kaiyuan Square, HMFE42FT - WEBARIFITESRBARAE

which was sold and became an associate during the period as described
in note 42, were classified as assets of disposal group classified as held
for sale and liabilities associated with assets classified as liabilities of
disposal group classified as held for sale as at 31st December, 2007. The
carrying amounts of the major assets and liabilities as at 31st December,
2007, which have been presented separately in the consolidated balance
sheet, are as follows:

HEXKBEERRF  E-TTLF+ A
=t—H HEWEERBEBECDOBREE
HEZHERBEEREDERSEREZ

HELEREC EERBZEE -E-FF
+tFE+ZA=T—H REAEEREBERE

V2N TEEERAGBREENT

2007

T F

HK$'000

FAT

Investment properties A E 1,538,938

Trade and other receivables U BR 3R M EL A R MW R T 1,953

Bank balances and cash RITHEFRES 6,568

Assets classified as held for sale DEAFIEHNEEAE 1,547,459

Trade and other payables FEASBR R R EAb ET 3X (615,773)
Liabilities of associated with assets WA EARFIELE

classified as held for sale EEBHEsBE (615,773)

Net assets classified as held for sale NEAFIELE ZEEFEAE 931,686
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32. Trade and other payables

32. EMIRR R H L RETRRIE

2008 2007

—EEN\E —EELF

HK$’000 HK$'000

T8 T

Trade payables FETBRE R 217,871 220,306
Concessionaire sales payable eI T HEREFIE 668,387 635,571
Other payables, deposits and accrued charges HibpEtRIE - I RETER 562,054 556,081
1,448,312 1,411,958

An aged analysis of the Group’s trade payables at the balance sheet dates

REENGEE HOBNEREREIITOT

is as follows:
2008 2007
—ZEN\F T HF
HK$’000 HK$'000
FHET FAT
0-30 days OHZ=30H 187,866 181,448
31-60 days 31HZE60H 26,992 27,075
61-90 days 61HE90H 527 7,767
Over 90 days HBE90H 2,486 4,016
217,871 220,306

The average credit period of trade payables and concessionaire sales
payable is within 45 days. The Group has financial risk management
policies in place to ensure that all payables are paid within the credit

timeframe.

e RN RN R RSB ERA L FIE
EHRASANR - KAEERBEVBERRE
BIRE  HERPTA BN REREERRAX

fit
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33. Bank borrowings 33. RITIEE
2008 2007
—ZEENE ZEELHF
HK$’000 HK$'000
FHET FAT
Bank borrowings comprised bank loans RITEERBITER
and analysed as: 4R - WIRLAT 4T -
Secured VoEiiwiit 2,939,000 3,006,810
Unsecured FTiigd 79,100 -
3,018,100 3,006,810
Carrying amount repayable: FEEEREE
2008 2007
—ZEENE ZEELF
HK$’000 HK$'000
FHET FAT
On demand or within one year EESE—FRNEER 592,100 406,810
More than one year, but not exceeding two years —FRBTNRBIBRFE 500,000 400,000
More than two years, but not exceeding three years Fi£E14 18 B8 =4 1,745,200 500,000
More than three years, but not exceeding four years =418 T RiBINE 56,500 1,700,000
More than four years, but not exceeding five years — PO4E14 18 NiBi@ 4 56,500 -
Over five years AR F 67,800 -
3,018,100 3,006,810
Less: Amounts due within one year shown B IIARB B ER
under current liabilities —FREEZFIE (592,100) (406,810)
Amount due after one year — (B RH 2 /I8 2,426,000 2,600,000
Floating-rate borrowings comprise: FEEERIE
Carrying amount
BREE
2008 2007
—Z2ENE —ETLF
HK$’000 HK$'000
FHET FAT
HKD bank loan at BITIRITER - IREBIRTT
HIBOR + 0.29% p.a.® R 247 5 04 8.0.20/E 51 B0 2,600,000 2,900,000
Other RMB bank loans® Hibh A\REIRITER 418,100 106,810
Total borrowings EE@sE 3,018,100 3,006,810

106

1)

2

Repayable in three years and interest rates will be repriced every one month to three months.

Repayable in six years (2007: one year) and the loans carry interest with reference to

benchmark loan rates of financial institutions set by The People’s Bank of China.
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33. Bank borrowings (continued)
The ranges of effective interest rates of the borrowings are also equal to

34.

contracted interest rates.

At the balance sheet date, the Group has undrawn borrowing facilities
with floating rate expiring within 3 years amounting to approximately

HK$1,281 million (2007: HK$1,000 million) as follows:

33. RITEE

BB AR EE IR EET SRR -

REEH  AEER=ZFRIRAZFEERRE
HRER1T AL & % /E 49 /1,281,000,0007% 7T (=
ZZT 4 ¢ 1,000,000,0007T) AT ¢

2008 2007
—ZENF T HF
HK$’000 HK$'000
FHET FAT
Floating rate 2B
— expiring within one year ——FRE|HA 281,370 -
— expiring beyond one year ——FEEFI|H 1,000,000 1,000,000
1,281,370 1,000,000
Deferred taxation 34. EEHIE
2008 2007
—ZEENE T F
HK$'000 HK$'000
FHExT FAET
Analysis: DT
Deferred tax liabilities EEFRIABE 73,144 26,883
Deferred tax assets RIEFIEE B (1,855) (5,611)
Net position SFEE 71,289 21,272
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34. Deferred taxation (continued)

The following are the major deferred tax liabilities and assets recognised
and movements thereon during the current and prior years:

Property,

34.

plant and Interest in

equipment/  subsidiaries

EERIA ()
IWTAAEERERAZEZELEHREEERE
EURRAFERBEFENEE -

investment and Available-
properties associates for-sale
nE - -BE HBHBELRAR Tax  investments
BT BHE AT losses AEHE Total
REME 2R BIEEE RE met
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT FHT FAT FAT
At 1st January, 2007 RZETt+F—H—H 27,153 - (10,139) 7,658 24,672
(Credit) charge to consolidated (At A\ )R B ZEE
income for the year ZAIRA (270) - 4,528 - 4,258
Credit to equity for the year ATAZFERER - - - (7,658) (7,658)
At 31st December, 2007 RZZEZ+F+ZA=+—H 26,883 - (5,611) - 21,272
Disposal of subsidiary HEMB AR (1,029) - - - (1,029)
Charge to consolidated HREARER
income for the year (Note 14) SRE A (FEE14) 38,772 10,054 3,436 - 52,262
Effect of change in tax rate BiRge 8 (1,536) - 320 - (1,216)
At 31st December, 2008 RZTZN\F+=ZA=1+—H 63,090 10,054 (1,855) - 71,289

At the balance sheet date, the Group has unused tax losses of
approximately HK$322.4 million (2007: HK$50.7 million) available for
offset against future profits. A deferred tax asset has been recognised

in respect of approximately HK$11.2 million (2007: HK$32.1 million)

of such losses. No deferred tax asset has been recognised in respect

of the remaining HK$311.2 million (2007: HK$18.6 million) due to
unpredictability of future profit streams. At 31st December, 2008, all tax
losses may be carried forward indefinitely.

35. Derivative instrument

108

35.

REER  AEEBEARHHHBARBEY
322,400,000 7t (ZZZ+ 4 : 50,700,000
BT BERERREN  TERZE
& 18 H 4711,200,00078 T ( ZFZT L F -
32,100,000/ 70 ) MERIEE IR E E » BN
B &% M AROREE A TR - St I Rt e T
311,200,000 7T ( =T+ : 18,600,000
BT RRAEERAERE - R-_TTN\F+=
A=+—R MAKREBESGAERAE
L]

fIETR
Non-current
FEENHA
2008 2007
—EENF ZEELF
HK$’000 HK$'000
FHT FAT

Derivative instrument include swap derivatives not ~ #TAE T B - B 1510 ER 5 4
under hedge accounting @ EABEZEETAET A

- 1,002

Lifestyle International Holdings Limited Annual Report 2008



35.

36.

37.

Derivative instrument (continued)
Major terms of the swap derivatives as at 31st December, 2007 are as
follows:

Notional amount Maturity date
HE I
(1) UsD20,000,000 29/06/2015
20,000,0003 7T ZE-RFRAZ+IA
(2) USD30,000,000 13/02/2018
30,000,000 7T —ZEZ-N\FE-A+=H

* USD LIBOR BBA represents USD London Inter-bank Offered Rate (“LIBOR”) which is
fixed on a daily basis by the British Bankers’ Association (“BBA”).

During the year, the Group settled all of the swap derivatives contracts
and a fair value loss of HK$6,000 (2007: HK$1,002,000) has been
recognised in consolidated income statement.

Other payable

The non-current other payable represents part of the purchase
consideration payable for the acquisition of an investment property, the
deferred payment of which is to meet with a guaranteed investment
income for a 54 month — period from 31st October, 2007. The directors
consider that the ultimate payment is probable and recognised the
payable accordingly.

Loan from a minority shareholder of a subsidiary
The amount is unsecured, interest free and repayable after one year.

35. TET R
RIBTE+F+_A=1+—B 2874 T
B7FEBRFWT ¢

Swaps

=5

Group pays interest at 3-month USD LIBOR BBA*
while receives interest calculated on daily basis
at 3-month USD LIBOR BBA plus 1.35% when
USD LIBOR is within 0% and 7.1% (inclusive)

REBER=EARERITHEETRBRITEE
FEEZNFE - MEETHBBITRAZEREEX
NFoEZE71EHE (BIEEEMEBE) K-
WE R = 8 B HBISR1T & = mBURTT
FEEFBEMIBEFAFEZFE

Group pays interest calculated on daily basis
at 3-month USD LIBOR BBA while receives
interest at fixed rate of 6.5% when
USD LIBOR is within 0% and 7% (inclusive)
REB TR =E A RBRRITHE R TRERT
FEXFEREGHFAEZNE - MEETMBERTT
AEFEENTFOEZ7EHRE (BIEEEME)
B - UCER6.52 BElE SR E 2 FLE

* BERTHEXTHRBBRITRAERS T EHER
RITHEEAET L ETMBRITREREEX -

FRARBECHREAERRITETAGHT
RErE s R R A T EREE6,0008 T (=
TR 1,002,000 7T) °

Hith FETRRIE
FRBEMENRAEWE - BREMEZ
BOBERE  BUAR-—EH_FTLF+
A=t+—RARERH4EA 2 RERERAE
X - EERRmBNRZAREERX
FE bt B R A

36.

37. RE—RKMBAT— BV BIRRZER
BERFEREBEER RENAR—F&E

P
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38. Share capital of the Company

38. AT /A

Details of the changes in the Company’s share capital during the year

ended 31st December, 2008 are as follows:

HE_ZTN\F+_A=Z+—HLEFE K
RAZBRAEEHBIT

Number
of shares Amount
RAEE M\
HK$'000
FET
Authorised: VETE ¢
Ordinary shares of HK$0.01 each as at RIZTZRE+T_A=+—H
31st December, 2006 FREE0.OLE T Eimik 2,000,000,000 20,000
Subdivision into shares of HK$0.005 FAAZE SR EE0.0058 T2
each (Note a) A& 19 (Bt sEa) 2,000,000,000 -
Ordinary shares of HK$0.005 each as at RIZEZAF+_A=+—HK
31st December, 2007 and —EENF+ZA=1+—H
31st December, 2008 SIREEO0.0058 L iM% 4,000,000,000 20,000
Issued and fully paid: BEITRAR
At 1st January, 2007 — ordinary shares of RZTTEF—HA—H—
HK$0.01 each TREE0.0LE LY LAk 847,968,000 8,480
Exercise of share options — ordinary shares of 1T{FE BN — SIREE0.01B T
HK$0.01 each 2wk 4,217,000 42
Subdivision of shares of HK$0.01 to HREEO0.01ETFME0.0058T.2
HK$0.005 each (Note a) Bt (Mizta) 852,185,000 -
Exercise of share options — ordinary shares of TR AE — T AREE0.00548 7T
HK$0.005 each 2 AR 713,000 3
At 31st December, 2007 R-EE+F+-_A=+—H 1,705,083,000 8,525

Exercise of share options (Note b)
Shares repurchased (Note c)

TR (P 5ED)
BBz Btn (M 5Ee)

2,076,000 11
(33,193,500) (166)

At 31st December, 2008

R-FEN\E+=A=+—A

1,673,965,500 8,370

Notes:

(@)  On 27th September, 2007, the Company subdivided each of the existing issued and
unissued shares of HK$0.01 each in the share capital of the Company into two shares
of HK$0.005 each. The share subdivision was intended to improve the liquidity in the
trading of the shares of the Company and widen the Company’s shareholder base.

(b)  During the year, 2,076,000 shares of HK$0.005 each were issued at HK$6.16 per
share upon exercise of the 2005 share option (as defined under note 39) of the
Company by share option holders and all these shares rank pari passu with other

ordinary shares of the Company in all respects.
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38. Share capital of the Company (continued)

39.

Notes: (continued)

(c) During the year, the Company repurchased its own shares on the Stock Exchange as

38. RKATIRE )
WiSE : (40

(€ REFR  ARARBZABEEHKROZFE

follows: R

Number of

ordinary shares

HK$0.005 each
in thousand Price per share Aggregate
Month of SR E{50.0058 T FRER consideration
repurchased ZEBEBRHAR Highest Lowest paid
iBE A4 FuE BS BIE R HERE
HK$ HK$ HK$'000
It T FAT
September 2008 —ZEN\FNA 4,467 9.50 7.81 37,629
October 2008 —ETN\F+A 16,994 8.68 4.15 102,999
November 2008 T\ F+—A 9,480 4.95 3.96 42,556
December 2008 —ZTTN\F+=A 2,253 6.03 5.48 13,252
33,194 N/A N/A 196,436

Note: The above shares were repurchased and cancelled during the year.

None of the Company’s subsidiaries purchased, sold or redeemed any of
the Company’s listed securities during the year.

Share-based payment transactions

The Company’s share option scheme (the “Scheme”) was adopted for a
period of 10 years commencing 27th March, 2004. Under the Scheme,
the Company may grant options to selected full-time employees and
directors of the Company and its subsidiaries, to subscribe for shares in
the Company. Additionally, the Company may, from time to time, grant
share options to eligible advisors and consultants to the Company and its
subsidiaries at the discretion of the Board of Directors.

The total number of shares in respect of which options may be granted
under the Scheme is not permitted to exceed 10% of the shares of

the Company in issue at any point of time, without prior approval from
the Company’s shareholders. The number of shares issued and to be
issued in respect of which options granted and may be granted to any
individual in any one year is not permitted to exceed 1% of the shares of

the Company in issue at any point in time, without prior approval from the

Company'’s shareholders. Options granted to substantial shareholders,

independent non-executive directors, or any of their respective associates

(including a discretionary trust whose discretionary objects include a
substantial shareholder or an independent non-executive director or 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 approved by
the Company’s shareholders.

MR AR IR F RS R KAt o

ARFZMBARNAFALERLE - HE
FEEARRBUEM EHES -

39. R HIRX S

ARRERME —_TTMF=A_+ LA
BB BRAE B ([%ET8 ) - RIEZ
FtE - ARB R RARF RENMEA LR
BZ2REENESRUBRE  UREAX
RERRD - UhSN - ARB A TRRERBHH
BrAARRENEMBLRZAERER R
AR R L ERE -

IR R AR ESLAIE - RIBEZEIA]
BB R A% - TNMSBEER
AIRMEME B BT 10%  BREARR
AR ELIE - RNEM—F - sHEMEER
AT PR N A R 7 B i O 31T I B
TZRHEE - NMEBBAR DR FPMER K E
BEITRM 1% - RFEERR - BILIFATT
BEEREAREZBZHBA(BRER2ER
B mMAHERIXEABREIERRNBL
FRTESHEMAREEAZHEABBAR
A AR ZN0.1% 3k {8 B 8 i#8.5,000,0007% 7T 2
R - MDA AR R BIRALAE -
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39. Share-based payment transactions (continued)

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

Details of specific categories of options are as follows:

39. B ERRE S @)
B2 BIREENRZ AT KRR (TF
ERIZE AEIRRETSH ) NER - EARER
BHBRESZN 1AL - BARE RN R
RAECREEASICEREEERNE S
BAEME B IR AEERTTE - ERER
R AR R LERES ARTT5EEA10

F o

TEEHARBAERETE - HHERO)

BEHBMARBRDETE  (WEEREA
HAR0 (A 2 B B FIOURTE - R>GIDAR
AROEE=E28m%E °

FrERRIRE AR 2 RS T

Adjusted
Option type Date of grant Vesting period Exercise period Exercise price exercise price
BREES REAH BEH T6EH8 f11EfE RARITHEE
HK$ HK$
BT BT
2005 7.10.2005 7.10.2005 - 7.10.2006 - 12.32 6.16 (Note 1)
7.10.2008 26.3.2014
—ZTHE “TTRF “TTRETA+RE “ETNETALAE 12.32 6.16(FizE1)
+AtH ZZZEN\F+AtH —Z-MFE=A=1+<H
2006 16.3.2006 16.3.2006 - 16.3.2007 - 12.74 6.37 (Note 1)
16.3.2009 26.3.2014
—TTRF ZTERF By RWAY=E e R WA 12.74 6.37 (PiizE1)
=A+H ZEENF=A+AH ZE-MFE=ZA=F"H
2007A (note 3) 31.8.2007 31.8.2007 - 1.10.2009 - 37 18.50 (Note 1)
1.10.2011 26.3.2014
e S —TTEF “TTHFENA=T—HZE “TENF+A-HE 37 18,50 (FfisE1)
(P5E3) NA=+—H —Z——%+A-H —T-mF=A=1+H
20078 (note 3) 31.8.2007 31.8.2007 - 1.10.2008 - 37 18.50 (Note 1)
1.10.2010 26.3.2014
S L ZTTLF —TEEFENA=+—-HZ “ZT)\E+A-HBZ 37 18.50 (FfI&EL)
(P5E3) NA=+—H —Z-ZE+A-H —T-mFE=A=1+~H
2007C 25.9.2007 31.8.2007 - 1.10.2008 - 37 18.50 (Note 1)
(Note 2) 1.10.2010 26.3.2014
—TEHFER s s ZETHEN\A=T—HZ “ZT)\E+A-HZ 37 18.50 (FfIzE1)
AAE=-+HH —T-TF+A-H —T-NF=A=1+XAH
(HizE2)
Notes: 5T

1. The exercise price has been adjusted upon sub-division of shares of the Company of
HK$0.01 to HK$0.005 on 27th September, 2007.

2. Option subject to approval by independent shareholders was proposed and granted by
the Board of Directors on 31st August, 2007. The approval was subsequently obtained
on 25th September, 2007 which is the date of grant as defined in accordance with
HKFRS 2.

3. Options outstanding as at 31st December, 2008 have subsequent to the balance
sheet date been cancelled and replaced (see note 47(i)).
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39. Share-based payment transactions (continued)

39. B IRE S @)

The following table discloses movements of the Company’s share options TREBRETEEREEMIFARRERE
held by certain employees and directors: 2B
2008 —EENFE
Outstanding Outstanding
at Exercised Lapsed at
31st December, during during  31st December,
2007 year year 2008
R-ZZLHE R-BENF
+t=HA=+—-H +tZA=t+—H
Option type BREES e RATHE FRITE FREX i RATE
2005 —EERF 6,757,000 (2,076,000) (54,000) 4,627,000
2006 —TERF 9,156,000 - - 9,156,000
2007A —TTLFH 11,340,000 - (100,000) 11,240,000
2007B “ETHEFEL 10,630,000 - (350,000) 10,280,000
2007C —EEFR 17,020,000 - - 17,020,000
Total Feobs 54,903,000 (2,076,000) (504,000) 52,323,000
Exercisable at end of the year RERE]F1TE 20,125,000
HK$ HK$ HK$ HK$
Weighted average exercise price B IIEFHITERE
per share 14.96 6.16 17.18 15.29
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39. Share-based payment transactions (continued) 39. B AR S
2007 —ETLF

Subdivision
Outstanding at of shares  Qutstanding at
31st December, Granted Exercised Lapsed of HK$0.01  31st December,
2006 during year during year during year  to HK$0.005 2007

#&1%0.01
RZTTRF Bk R-ZTTtF
+ZA=+—8H FEZERE t-A=1t-8
Option type RREER RIAR{TE ERRIL ENTE ERNKM 0.005%7T RIAR{TIE
2005 “ZTHE 5,002,000 - (1,521,500) (102,000) 3,378,500 6,757,000
2006 “ETRE 7,630,000 - (3,052,000) - 4,578,000 9,156,000
2007A —ZEEHER N/A NE A 5,670,000 - - 5,670,000 11,340,000
20078 e N/A 1ER 5,430,000 - (115,000) 5,315,000 10,630,000
2007C ZTTHFR N/A TER 8,510,000 - - 8,510,000 17,020,000
Total st 12,632,000 19,610,000 (4,573,500) (217,000) 27,451,500 54,903,000
Exercisable at end of the year NERAFITE 3,125,000
HK$ HK$ HK$ HK$ HK$ HK$
BT BT BT BT BT BT

Weighted average exercise price S IIEFITITEE

per share 12.57 37.00 12.60 2454 29.92 29.92
Adjusted weighted average AR SR mE

exercise price FTEE )

per share (Note) 6.29 18.50 6.30 12.27 14.96 14.96
Note: In 2007, the weighted average exercise price per share has been adjusted for sub- Mzt : EZTTHF  BRINETHTEESEELR

division of shares of the Company of HK$0.01 to HK$0.005. AR R B AR0.01 /& ST #F 48 £ 0.00578 JT ifn {E
B -

In respect of the share options exercised during the year, the weighted MEANDITEREREMS - SITEBEZMN
average share price at the dates of exercise is HK$18.57 (2007: EFHRERISLIEIL(ZTTLF 1 15.77
HK$15.77). BIT) e
During the year ended 31st December, 2007, share options were granted EHZE_ZTTELF+_A=+—HILFE
on 31st August, 2007 and 25th September, 2007 respectively. The N RAREIDRIR=ZTELFNA=1+—H
estimated fair values of the options granted on that date were as follows: F_ZZLFNA_TRBRHERE - R

ZARHZ Bz AEAFENT

Grant date Fair value

BB ATE

HK$

BIT

2007A 31.8.2007 3.59
T LFR T +FENA=1T—H

2007B 31.8.2007 2.89
—ZETLFL —ETEFNA=F—H

2007C 25.9.2007 6.29
ZZTHFR T EFNAZTRHA
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39.

40.

Share-based payment transactions (continued)

The closing prices of the Company’s shares each immediately before
31st August, 2007 and 25th September, 2007 were HK$16.90* and
HK$21.90* respectively.

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

39.

B3 RES @)
AARDRBREE-_FTLFN\A=+—H
F—_ZELFEAR -+ HBRIZWHES R
516.90/8 7T % 21.90/8 7T «

BERFETRMA N — R HEEE
BHEE - RAZRAZBFNT ¢

2007A 20078 2007C 2006 2005

“ERLER  ZETHFZ  —EELER ZTTRFE “ZTHF

Share price on grant date REEFERHBRE 33.80/8 T 33.80 T 43.808 1T 13.15% T 12.15% 7T
Adjusted share price on L B ARRE 16.903 7 16.903 7t * 219058 7T+ 6.587 7" 6.088 71"

grant date

Exercise price TEE 37.00 ¢ 37.00& T 37.00& T 127457 123287
Adjusted exercise price BREAEE 18.5038 0+ 18.5038 70 18.5058 0* 6.37B 7 6.16 T

Expected volatilty EERE 32% 32% 32% 30.71% 32.47%

Expected life Rt FH 26Z4.6F 1.623.65F 15Z3.5F 5.5% 85F

Risk-free rate ERREL R 4.089%%24.23% 4.03%%4.16% 3.81%%4.00% 4.55% 4.18%

Expected dividend yield RHR SR 1.22% 1.22% 1.22% 2.52% 2.73%

Expected volatility was determined by using the historical volatility 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 into account the effects of non-transferability, exercise restrictions

and behavioral considerations.

The Group recognised an expense in the income statement of
approximately HK$91 million (2007: HK$32.0 million) for the year
ended 31st December, 2008 in relation to share options granted by the
Company.

* Adjusted for sub-division of shares of the Company of HK$0.01 to HK$0.005.

Cash and cash equivalents
Cash and cash equivalents cash be reconciled to the related items in the
consolidated balance sheet as follows:

40.

TR IR AR R B B E R B F 2 2 LR
REE - RBEAPEAZEFFHIERE
BELEETAHEHEN TERYLTAE
BREREEL Z RIEMBFHELAR -

RBE-_TTNF+_A=+—AL*F
B AEBERAQADRHBERENRZR
T 5259 2 4991,000,00058 7T ( — BT A4
32,000,000/ 7T) o

* BARARRR R0.0LB T M ZE0.005/8 TTif 5

RERBREEEY
RekReTEMREGEEEARRNAER
HEHEROT

2008 2007

—EEN\F T F

HK$’000 HK$'000

FExT FAT

Bank balances and cash IRITHEHBREES 2,439,443 3,598,388
Cash and cash equivalents included in SABEREEEZRE N

asset held for sale (Note 31) ReEEY(MFE31) - 6,568

2,439,443 3,604,956
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41. Acquisition of assets 41. WREEE

During the year, the Group completed the acquisition of 100% interest in
each of XiEFE3#REE AR A A" (Dalian Itokin Commercial Building
Company Limited) (“Dalian Co”), & S &R [E G R A &)* (Qingdao
Itokin Commercial Building Company Limited) (“Qingdao Co”), X)&
FESEEE AR AR (Tianjin Itokin Commercial Building Company
Limited) (“Tianjin Co”), and "af& 7 &8 &8 5 B A PR 2 )" (Haerbin Itokin
Commercial Building Company Limited) (“Haerbin Co”) (collectively
referred to as “Itokin Companies”) from an independent third party, for a
consideration of HK$743,467,000. Major assets of the Itokin Companies
are land and buildings situated in PRC and as such, the acquisition have
been accounted for as acquisitions of assets rather than businesses.

* KEFHBHERARAR  EEFHBHEARARREREFHEEEEGRAR
was subsequently renamed asHfEFEE (KE)GRAF - #EEE(FE)BRD
A N e B FI1E R B A PR A Rlrespectively.

Net assets of the Itokin Companies acquired are as follows:

FR - AEEDEREBYE=HRBRE
FHEFEERAR([KEQF]) - TS
FEHBIEARAR (5527« K&
FHEEEARAB(XEAR]) REEE
FHEFEERAR([BRAERAR])EA
A FHBAR ) 22BER - RER
743,467,000/ 7T - FEBARIZEBEAER
RABZ T REF - Bt - ZWEIEEE
W ABR - M IEIE U AR -

o KREFHBEERRAR  EEFHBHERR
RAEARMEAAEFHBAEARADNERD I
HERNBHE(KE)ARRAF  ZEHE(S
S)BRAFKRBENEHERRAF

W R AR 2 BEFENT

Itokin
Companies
RERER AT
HK$'000
FiET
Property, plant and equipment Y - BB KRR 438,137
Prepaid lease payments FENRERE 150,435
Investment properties REYE 182,103
Other receivables At FEMGRIE 2,006
Bank balances and cash RITHEFRES 35,489
Trade and other payables FEAT BRI ELAtb B 5B (61,403)
Short-term loan EHER (3,300)
743467
Satisfied by: LTRAINFAEZA -
Cash consideration BERE 725,350
Other payable E At R RE 18,117
743,467
Net cash outflow arising on acquisition: WA~ B4 7 HEE
Cash consideration paid BEfESRE 725,350
Bank balances and cash acquired g iR1TA T MR (35,489)
689,861
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42. Equity interests swap

On 18th April, 2008, the Group entered into an equity interests swap
agreement with the purchaser, Ja/ 1t F7CE # 2 F A% () A R A 7] Hebei
Kaiyuan Real Estate Development Joint Stock Company Limited (“Kaiyuan
Real Estate”), an independent third party, for the disposal of 51% equity
interest in Kaiyuan Square which is 99% held by a 60% owned subsidiary

of the Company, AZRIEMEE 5B A7 (Shijiazhuang Xuheng Trading
Company Limited), in exchange for the entire equity interest in A/ 1L/
JRE SER A A (Heibei Xuyuan Trading Company Limited) (“Heibei
Xuyuan”) held by Kaiyuan Real Estate (“Equity Interests Swap”). Kaiyuan
Square has since become an associate of the Group after completion of

Equity Interest Swap (Note 21).

The net assets of Hebei Xuyuan, which comprise mainly those of its
associated company Beiren Group upon completion of the Equity Interests
Swap that has been accounted for using the purchase method, were as

42. BRHEER

REZZFEZNFEA+NE  AEBEEBE L
F=FZEBERLRTEERERNDER
REI([FTTEHE ) T IR B Bin - A
HERFITTES (AR R B 60% s 2 I
BRAAREEEE S BRARFHEI9%ME
i) 251 %R AKER - AT EERE
ZABREE SAERAR(TEBER] k2
A ([MiEER]) - RIRIES 1 -
MTESB IR ARER 2B E AT (HiE
21) ¢

REFEE R ILBIR 2 FEE (T 2R
FBEB2ARILAEE 2FEE)DIRB AL
PIBRGAT

follows:
Hebei
Xuyuan
Group’s Fair value
carrying amount adjustments Fair value
Sk R EE
ZEREE AFEAE AFE
HK$'000 HK$'000 HK$'000
FAxT FHT FAT
(Note)
(F7E)
Interests in associates N LN 199,265 475,190 674,455
Other receivables H At EMGRIE 3,805 - 3,805
Bank balances and cash RITHEFRIES 71 - 71
203,141 475,190 678,331
Discount arising on acquisition of associates g N R EE 2 TR (207,577)
Total consideration BRE 470,754
Satisfied by: KT FAZNT
51% equity interest in Kaiyuen Square FTLES 2 51 %% iE 470,754
Net cash inflow arising on acquisition WigEE 2R eRAJFE
Cash consideration paid EMNRERE -
Bank balances and cash acquired FrUEEIRITRATT RIRE 71
71

Note: The fair value adjustments of interests in associates represented mainly the revaluation
surplus of the land and buildings of the associates of Hebei Xuyuan.

The fair value of property, plant and equipment are determined by an independent

appraiser, Gooray, at the acquisition date.

fiEE . RBEARERZ ATEFABEIZRTILEIR
BERNRZ LI RBFEG R

M BERRBZAFERELGEER
HUEE B HIRTE ©

NEEREERRAR —FE/FFH 17



NOTES TO THE FINANCIAL STATEMENTS 817 3 5 fff 5t
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42. Equity interests swap (continued)
Hebei Xuyuan contributed a loss of HK$1,605,000 to the Group’s profit
for the year between the date of acquisition and the balance sheet date.

118

42.

If the acquisition had been completed on 1st January, 2008, the effect to
total group revenue and profit for the year would have been insignificant.

The net assets of Kaiyuan Square at the date of disposal upon the Equity
Interests Swap as described above was as follows:

BRERR @)
b RRRKEEREAEEE FAAREEF
[ 5% F A58 1,605,00075 7T 2 518 »

PR TR NFE—A— Bk - HEE
FRBRA RGN Z ZELTEK -

FTES N E BB (FE LAt 2 R B i
BIZEEFENT -

Kaiyuan Square

BTES
HK$'000
FAET
Investment properties EYE 1,562,110
Other receivables Hh el 08 3,300
Bank balances and cash RITHEFRES 413
Trade and other payables JFE ST BE R N E At fE < 708 (637,408)
Deferred tax liabilities EXEFIBEAE (1,029)
927,386
Minority interests DER R (9,274)
918,112
Transferred to interest in associates [ 32y N NG (445,145)
472,967
Exchange reserve realised BRI W (2,213)
470,754
Satisfied by: KT FAZNT
100% interest in Hebei Xuyuan and PSR R HE S A E 2 iR
its associates 470,754
Net cash outflow arising on acquisition: WEEE A Z B4 7 HEE
Cash consideration paid ENRERE -
Bank balances and cash disposed of Frl&RTETFRRE (413)
(413)
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43. Operating lease commitments

The Group as lessee
At the balance sheet date, the Group had commitments for future
minimum lease payments under non-cancellable operating leases in

43, EETHLREE

FEREERRBA

REER  AEER AR REEEEHEO A
B i R TR AYE R R &EBELOREN

respect of leasehold land and buildings which are as follows: N
2008 2007
—EEN\FE —EELF
HK$’000 HK$'000
i Ttz
Within one year —FR 145,362 140,568
In the second to fifth year inclusive FEERF(PREERWTE) 560,549 539,163
Over five years BARF 1,506,075 1,579,898
2,211,986 2,259,629

Operating lease payments represent rentals payable by the Group for
leasing commercial properties. Leases are generally negotiated for an

REBOFRENREREBEEDEREN
ZHE - BO-—RETHEER -—=0FH

average terms of one to five years and rentals are fixed for an average of B HSTHEMFEETE - A TSELR

two years except the following: Hh

(a) Lease of the Shanghai Joinbuy Cityplaza by Shanghai Ongoing (a) AREIFEEMBRAR ELEAKRBEESR
Department Store Limited, a non-wholly owned subsidiary of the RARIFEIM BB LEENLENMESZ
Company, for the period from 1st October, 2004 to 30th September, HE HEHBE-_ZZNE+A-—HZEZ
2024, with an option to renew for a further 10 years. TZWNFENA=TRH - AEEE—SE

B4 -

(b) Lease of the Amazon, No. 12 Salisbury Road, Tsimshatsui, Kowloon (b) EX(EB)EBEBERATNEEERE
by Sogo Hong Kong Company Limited, with Hong Kong Island FRARFEI L AE@NERDERLTEF
Development Limited for the period from 15th September, 2005 to BI2RRIHHE BN HPAF=-ZEZ
14th September, 2020, with an option to renew for a further 5 years. AFENATRBEBEZZT=ZTFNA+H

H - EEE—SERRF -

The Group as lessor AEEESHBEAN

At the balance sheet date, the Group had contracted with tenants for the REEH  AEBBEEBFITONHERE

following future minimum lease payments: TRARIBLAT

2008 2007

—EENE ZETAF

HK$’000 HK$'000

FET FHT

Within one year — %R 27,876 67,087
In the second to fifth year inclusive F_EERAF(RREEREMTE) 18,972 105,854
46,848 172,941

Leases are generally negotiated for an average term of one to five years.

In addition, the Group had contracted with its concessionaire to receive
contingent rentals based on the concessionaires’ turnover for an average
term of one to two years.

AR FHEE R —ERFH -

SN - AR B A I IR R AT B
FRUWBMAAE LT LV IFHB—EMF
ZBH -

NEEREERRAR —FE/FFH 119



NOTES TO THE FINANCIAL STATEMENTS 817 3 5 fff 5t
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44, Capital and other commitments

44. BAERH A RIE

2008 2007
—sBNE BT
HK$'000 HK$'000
FiExT FET
Capital expenditure in respect of acquisition of BERAEADE BE&
property, plant and equipment HE BEARFAE
— Authorised but not contracted for —EREERETH 2,978,900 3,820,900
— Contracted for but not provided in the — B RTAME R B
financial statements W EE 378,400 374,700
3,357,300 4,195,600
Capital expenditure in respect of acquisition A BB + M R AE T
of land use right contracted for but not provided BETAMEAR RIS RREE L
in the financial statements BEARFAEZ - 10,500
Other commitments in respect of acquisition of BREWEPEARRAER 2
equity interests of PRC companies H A - 770,400
3,357,300 4,976,500

45. Contingent liabilities

Pursuant to two sales and purchase agreements entered into among

the subsidiaries in 1985 and 1996, certain properties were transferred
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 t|

will be subject to an aggregate stamp duty of approximately HK$38.9

million.

46.Pledge of assets

At 31st December, 2008, the Group has pledged

and buildings with carrying values of HK$1,636 million (2007: HK$1,680
million), together with certain shares of the Company’s subsidiaries,
to secure the banking facilities of HK$4,000 million (2007: HK$4,000

million) granted to the Group of which HK$3,000

HK$3,000 million) has been utilised. In addition, the Group’s property
under development in the PRC with carrying value of approximately
HK$1,124 million has been pledged to secure a project loan facility of
RMB390 million (equivalent to approximately HK$440 million).

At 31st December, 2007, certain investment properties of the Group with
carrying values of HK$1,539 million were pledged to secure a loan of

RMB300 million (equivalent to approximately HK$320 million) advanced
by a bank to a third party. At 31st December, 2008, this arrangement no

longer existed.

120

45. FREE
BEHBARRR—ANRER—LSE
IV CMNEBEERZ B TUEREAEER
AEREE  EREYEERE SR
1T o MR BEAR IR ENTERR 15 DI 24 R ENTERS -
AN B RS R LS ER -

he properties, the Group 1SRRI &
#738,900,000/8 TLENFERR ©

46. EEHRT
RZTZENF+ZA=+—H  AEEH
AR {8 /41,636,000,0008 7T ( — ST 4 :
1680000000,%7E)Z%JF%E 5 i i

CERARRMBARETRMOHER - E
E%ZK;'%Z%?%ﬁEﬁ%ﬂ%ﬁ%ﬁA,ooo,ooo,ooo%
T (ZZZ 4 : 4,000,000,0008 7T ) 2
# » H3,000,000,0008 7T ( — BT 4
3,000,000,000#7C) EEF » BHh » AEE
8RB 471,124,000,00058 7T 2 — B A H
M ET M ED B AR390,000,0007T (4
& 7 440,000,000/ 1) 18 B B gb & 5 1E
HAF o

certain leasehold land

million (2007:

R-ZFZLE+_A=+—R0 AKEET
AR A {E471,539,000,000 8 T2 EMHEE
FTHEM - EA—FRITBTFT—RE=ZTAR
# 300,000,000 7T ( %948 & 7 320,000,000 7
TOERZER - RZBZNFE+ A=+~
B WZHE I FE -
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47.Post balance sheet event

47. FEHEEIE

(i) Pursuant to a resolution passed at an Extraordinary General Meeting () BERZZETNF=ZA=-HBITZER
on 3rd March, 2009, outstanding options as at 31st December, FRIAGRBIRER  R_TTLF
2008 granted to employees under the 2007 A and 2007 B scheme RFRZZETLFZLETELETEEMR
were cancelled and replaced by new options, details of which are as ZZEENF+ZA=ZF+—HERTEZ
follows: BARED TR - WHIERERN

BRAFGNT :
Option type Date of grant Vesting period Exercise period Exercise price
BREES RHEBH FEH T TEE
HK$
BT
2009 2.2.2009 2.2.2009-7.2.2012 7.2.2010-26.3.2014 6.4
ZEThEF —ZTENF-A=H —TENFAZAZE “ET-ZFE-AtHE
—E-_F_A+H ZE-FE=A=F+H

(i) As mentioned in note 24 above, an index-linked note with principal (i) MW EXH 240t KNEEAH

amount of USD25,000,000 were early terminated in February 2009. 25,000,000 7T 7 SIS H N ZEHRE R
—EERNF-ARPRI o
48. Related party disclosure 48. ARAEANLTIEE

(a) Transactions (a) &5
During the year, the Group had entered into the following significant FRN - ANEEBHEUTE@AEAT R
transactions with the following related parties and connected parties: HEATHEITIIEARS :

2008 2007

—ETN\F ZETEF

Name of related parties Nature of transaction HK$'000 HK$'000
EREALETE T HE FERT FAT
Shanghai Joinbuy City Plaza Rental and management fee paid 174,068 154,582

Co. Ltd. (“Property JV”)
ERhNERTESERAT
(IMmEaERE]D

(Note 1)
ENAEREERE (M)
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48. Related party disclosure (continued)

(a)

(b)

122

48. BFAEALTHE®)

Transactions (continued) (@) 320
2008 2007
—EEN\E —TELF
Name of connected parties Nature of transaction HK$'000 HK$'000
FAE AN T HH R5MEE FET FET
Chow Tai Fook Jewellery Income from concessionaire sales 12,307 11,505
Co., Ltd. (“CTF Jewellery”) (Note 2)
AXEGRBESTERAR([AKREBKRE]) T EAE 8 S WA (M13E2)
BAABHRESTTORYBRAT Income from concessionaire sales (Note 2) - 1,443
(TARBEFRIHKE]) FETEMEHE WA (H7E2)
BAABHREST(EMN)BRAF Income from concessionaire sales (Note 2) 2,510 684
([AXRBEHMNKE ) Frar SE S WA (H3E2)
Hong Kong Island Development Rental, vetting fee, air-conditioning 45,203 38,672
Limited (“Hong Kong Island”) charges and management fee paid (Note 2)
BEEEBEBRABIES] BEREE  BHER ZHER
EEB(M2)
Pollution & Protection Services Limited Cleaning service (Note 2) 11,867 9,622

(“PPS”)
HHSRB AR AR (T HB5))

BB R (M5E2)

Notes:

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

(2) CTF Jewellery, FAA@REYIHRE, FAREEINIKE, Hong Kong Island and PPS
are companies in which Dat6 Dr. Cheng Yu-tung and Dr. Cheng Kar-shun,
Henry, directors of the Company, have beneficial interests.

(3) At 31st December, 2008, concessionaire sales payable included amounts of
approximately HK$19,087,000 and HK$3,434,000 (2007: HK$12,233,000
and HK$2,869,000) aged within 30 days due to CTF Jewellery and J& A& %k
M ZRE respectively in which related parties, Dat6 Dr. Cheng Yu-tung and Dr.
Cheng Kar-shun, Henry, directors of the Company, have beneficial interests. The
amount was trading in nature and relate to payables arising from concessionaire
sales. These trading balances are unsecured, non-interest bearing and
repayable according to the terms of the concessionaire dealership agreement.

Compensation of key management personnel

The remuneration of executive directors during the year was
determined by the remuneration 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 13 above.
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[FIFEHI RS -

AABKE « AAERYIKE « AAER
NKE - EBRERBSAAAFEES
BEHRP ST RBFENTHAE SRS
B2F -

RZZZNEFE+ZA=+—H  ERFT
FEHETRBEANRIORAZNNFER
AL RARBIRE REARREFMIRE R
5 711%919,087,0007% 7T 1 3,434,000/ 7T (=
TEZ A4 ¢ 12,233,000 7T &% 2,869,000/8
JT) e ADEIMBEEEERMH G L R
RUEEIHEZE AR Ealn ZEX
EEESME  ERNFFEHREMELR
IR - WERREHRAEER 2
B RBRF BB E E R REE

(b) EEEEASHH

FA

WITESZME mEFMNEES

RERRBETISRAEE - BEZH
SERAHILARRRAEEEKREZ
B2 FHIER _EXPREI3HKEE -



49. Particulars of principal subsidiaries
At 31st December, 2008, the details of the Company’s principal

49. T EMBAT S

RZZEZNF+ZRA=+—RH ARAFE

subsidiaries are as follows: MEARZFFBEWT :
Place of
incorporation and Attributable
operation Issued and equity interest
Name of company date of incorporation fully paid share capital of the Group Principal activities
MR R E R KEEES
ARER M RERARL A BRTRBERE RARER TEER
2008 2007 2008 2007
—BENF “ETLFE ZBENF _TTLF
Ample Sun Group Limited Hong Kong HK$10,000 HK$10,000 60% 60%  Investment holding
wREBBRAT 17th August, 2007 10,0007 10,000%7T BREZR
“ETEENATA
Asia Kinetic Limited Hong Kong HK$2 HK$2 100% 100%  Retailing and
BIRERATA 27th February, 2002 28T 2B investment holding
Bk TERKREER
ZET-F-AZT+HE
Congenial Company Hong Kong HK$10,000,000 HK$10,000,000 100% 100%  General trading and
Limited 24th April, 1981 10,000,000/ 10,000,0007% 7T property holding
BB KBS RNERE
—AN—FRA=+HA
Eastlord Development Hong Kong HK$500,000 HK$500,000 100% 100%  Property holding and
Limited 21st August, 1987 500,000 7T 500,000/ 75 leasing
IEEEZEI YN B NEREREE
—“ANEENAZ+—R
Everwin Worldwide Hong Kong HK$2 HK$2 100% 100%  Property leasing
Limited 17th November, 2000 2B 25BTT MEHE
KERRARAR 0]
ZETRET—A1+H
Fine Shine Limited Hong Kong HK$2 HK$2 100% 100%  Restaurant, retail and
ERERAT 11th September, 2003 2B 2BTT supermarket
EE RE  TERBATS
ZZZ=ENAT-H
Forceworld Investments Hong Kong HK$500,000 HK$500,000 100% 100%  Property holding
Limited 15th July, 1988 500,000 7 500,000/#7T NERE
AREEBRAR B
—“AAN\F+A+ERA
Future Develop Limited British Virgin Islands/ Us$3 Us$3 100% 100%  Investment holding
Hong Kong KES 3ET BEZR

12th December, 2003
ABEBREE /D5
“ETEETZATCH
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49. Particulars of principal subsidiaries (continued)

124

49. X EMBATIFRE W@
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“EEMELA-+RA

Place of
incorporation and Attributable
operation Issued and equity interest
Name of company date of incorporation fully paid share capital of the Group Principal activities
BRSNS ESE REEES
ARER MRERARL A BRTRBERE RARER TEEK
2008 2007 2008 2007
“EENF —ETHF ZBEN\E TR
Glory Line Management Hong Kong HK$500,000 HK$500,000 100% 100%  Provision of property
Limited 5th September, 1995 500,000 7 500,000 7T security and
BEEEERAA N management services
—NWMWRENARE RENERT RERRSE
Grand Kinetic Limited Hong Kong HK$2 HK$2 100% 100%  Property holding and
BEER AT 7th February, 2001 2B 2T leasing
Bk NESELEE
“ZT-45"A+H
Pacific Trump Hong Kong HK$2 HK$2 100% 100%  Property letting and
Development Limited 6th July, 1995 28T 2T investment holding
HRERERAR Bk MERE RRERR
—NWNWRE+LARE
Public Might Limited Hong Kong HK$1,000 HK$1,000 100% 100%  Property investment and
HEBRAA 30th August, 1984 1,000 7T 1,000 7T provision of building
Eh management services
“N\RENA=TA MERERREAE
BRRS
Ronson Kwok Asia Hong Kong HK$1,000,000 HK$1,000,000 100% 100%  Building management
Pacific Limited 5th October, 1993 1,000,000/ 7% 1,000,000/7C and club operator
Bk REERREMEE
—NWNW=F+AhE
Sogo Hong Kong Company Hong Kong HK$4,000,000 HK$4,000,000 100% 100%  Retailing business
Limited 23rd September, 1983 4,000,00038 7 4,000,000/ 7T TEES
SH(EB)BEERAA e
“NW\EEAAZT=R
Superlite Limited British Virgin Islands/ Us$t US$1 100% 100%  Property holding
Hong Kong 1£57T IESH NERE
3rd April, 2001
REEARHE /B8
—TT-FMA=A
FEARBEERRA" People’s Republic US$12,000,000 US$12,000,000 65% 65%  Retailing business
(Shanghai Ongoing of China 12,000,000%% 12,000,000 7T TEEH
Department Store Limited) 26th July, 2004
HE ARAME



49. Particulars of principal subsidiaries (continued)

Name of company

NAEH

Place of
incorporation and
operation

date of incorporation
LM AL S R s B
MR E A B

49. X EMBATIFRE @)

Issued and
fully paid share capital

BRITRAZRA
2008 2007
—EEN\F “ETLF

Attributable
equity interest
of the Group
AEEERL
RARER
2008 2007
“EEN\FE —TTLHF

Principal activities

TREH

FliaEs (BN BR AR
(Lifestyle Plaza (Suzhou)
Co., Limited)

MEEE(RE)BRAR

REFHBEEERAR

REEE(BR)BRAF

BEANRREARAR

AL BRTTES
BREERF

People’s Republic

of China
1st December, 2006
REARLME
ZETRETZA-H

People’s Republic

of China
12th March, 2007
HE ARAME
“ETHE=A1CH

People’s Republic

of China
1st March, 2007
HE ARAME
=

People’s Republic

of China
9th October, 1993
HE ARAME
—NWNW=FTANE

People’s Republic

of China
7th August, 1996
HE ARAME
—NWNWAENALR

People’s Republic

of China
31st December, 1995
REARLME
—-AWWAFETZA=1+—H

People’s Republic

of China
16th October, 1995
HE ARAME
—NEFTATRE

People's Republic
of China
27th May, 2005
HE ARAME
ZTTRFRAZ+tA

* a sino-foreign equity joint venture established in the PRC

>

a wholly foreign-owned enterprise established in the PRC
*** disposed in 2008 and become a 48% associate of the Group

US$74,990,000
74,990,000% T

Us$50,000,000
50,000,000 ¢

RMB433,056,790
AEK#433,056,7907T A K#433,056,7907

RMB55,000,000
AR #55,000,0007c A K#55,000,0007

US$74,990,000
74,990,000% 7T

US$50,000,000
50,000,000% 7T

RMB433,056,790

US$45,000,000 N/A
45,000,000% 7T

TNE

US$40,000,000 N/A
40,000,000% 7T

TNEM

RMB225,000,000 N/A
AR #225,000,0007T

TNEH

Us$18,000,000 N/A
18,000,000% 7t

TNEH

RMB55,000,000

None of the subsidiaries had issued any debt securities at the end of the

year.

100% 100%  Property holding

ESSE

100% 100%  Property holding

ESSE

66.8% 63.1%  Property holding and
leasing

UESSYIGEC

100% N/A
AR

Retailing business

TEXH

100% N/A
AR

Retailing business

TEXH

100% N/A
R

Property holding
NERE

100% N/A
R

Property holding
NERE

N/A 59.4%
TER

Property holding and
leasing

ESSYIEGEC

o RPEIRSIZ PIME BB
> RRBRS e 2INE R

o ERRN\FHEURRANEERFE8%EE

NS

MEARRERBEEFADETES -

NEEREERRAR —FE/FFH
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NOTES TO THE FINANCIAL STATEMENTS 17 3 & fff 5t

for the year ended 31st December, 2008 BZ -ZTZN\F+-A=+—HItFE

50. Balance sheet information of the Company
Balance sheet information of the Company at the balance sheet date

126

50. A AEEEARREAH

REER  ARREERBEREHNESS

includes:
2008 2007
—EEN\F ZEELF
HK$’000 HK$'000
FExT FAT
Non-current asset ERBNEE
Interest in subsidiaries NEIEENGIE 4,194 4,194
Current assets MEEE
Other receivables e 50 2,908
Amounts due from subsidiaries FEUR B A B IA 3,538,689 2,964,045
Bank balances and cash RITHEFERIRE 195,972 93
3,734,711 2,967,046
Current liabilities mENBE
Other payables H A RIE 4,859 2,536
Dividend payable FERTAR B - 1
Tax payable fEBTRIA 1,194 2,011
6,053 4,548
Net current assets REVEEFE 3,728,658 2,962,498
3,732,852 2,966,692
Capital and reserves BEARRGHE
Share capital A% 8,370 8,525
Reserves & 3,724,482 2,958,167
3,732,852 2,966,692

Lifestyle International Holdings Limited Annual Report 2008



50. Balance sheet information of the Company (continued)

Profit for the year ended 31st December, 2008 of the Company amounted
to approximately HK$1,294,014,000 (2007: HK$3,990,000).

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 as at 31st December, 2008 consisted of share premium
of approximately HK$2,297,533,000 (2007: HK$2,913,222,000)

and retained profits of approximately HK$1,303,336,000 (2007:
HK$7,949,000).

50. X AGIEEEERER @

HE_ZZN\FT_A=T—HBLEFE ' &K
NRIZ N /1,294,014,0008 T (—FF
+4 : 3,990,000 7T) °

BEMSHEATEEIER])E25E - K
ANRLZ B EEARBEE R AGERAM
SR Z T - DR TR ERR S MR
RS - HEEREDIRE - AARZABE
NEMERBEEBBREPINMZER - B
“ZEENE+-_A=+—B  KXQAFZA
i 53 R (7% 18 B % 19 % B 492,297,533,000 7
TE(ZEZT A4 : 2913,222,000 7T ) KR
225% F#91,303,336,0008 7T ( BT 4
7,949,000/ 7T ) 4E K,

NEEREERRAR —FE/FFH 127
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25294 By

Consolidated Income Statement
For the year ended 31st December,

AR
BE+-A=T—HItEFE

2008 2007 2006 2005 2004
—BEN\FE —TTLF ZTTRF ZTTRF TTMF
HK$’000 HK$'000 HK$ 000 HK$'000 HK$'000
FERT FAT FAT TFHT FAT
(Restated) (Restated)
(&%) (&%)
Turnover B 3,521,633 3,112,368 2,581,962 2,094,299 1,608,728
Profit attributable to equity RAEIRE R
holders of the Company vl 927,226 1,024,085 740,170 539,378 414,125
Earnings per share (HK cents)* BRRAEF (B *
— Basic VN 54.5 60.2 43.7 34.7 31.1
— Diluted - g 54.3 59.8 43.7 N/AT3E A N/ANE
Total dividends per share (HK cents) &% % S.48%8 (511L) 24.0 24.0 17.8 153 13.7
Consolidated Balance Sheet GEEEARR
At 31st December, R+=—A=+—H
2008 2007 2006 2005 2004
—BEN\E —TTLF ZTTRF CZTTRF —TTOHF
HK$'000 HK$'000 HK$ 000 HK$'000 HK$'000
FTHET FHT FHT FHT FAT
Total assets BERE 10,562,218 10,434,243 6,279,003 5,629,191 4,255,275
Total liabilities giELE (4,707,235) (5,216,563) (2,420,094) (2,261,998) (2,462,845)
Total net assets BEFERE 5,854,983 5,217,680 3,858,909 3,367,193 1,792,430
Minority interests DERRERER (677,271) (560,962) (4,929) (41,255) -
Total net assets attributable to equity ~ ANA B REEEE
holders of the Company FEEE 5,177,712 4,656,718 3,853,980 3,325,938 1,792,430
Net assets per share (HK$)* BREEFEEL)" 3.50 3.06 2.28 1.99 1.20
Net assets per share attributable to RABIREREMN
equity holders of the Company FREEFEGET)* 3.09 2.73 2.27 1.96 1.20
(HK$)*
Number of shares issued* BETRMHEE 1,673,965,500 1,705,083,000 1,695,936,000 1,694,000,000 1,494,000,000
*  Adjusted for subdivision of shares (one into two) during the year ended 31st December, * R E—EE N \F+ - A=+ — A EERMA(—

2008. BB FHE -

128 Lifestyle International Holdings Limited Annual Report 2008



pa)LWIT SSald |eloueul4 duQ! :3uljulld 7@ uononpold ‘usisaq ‘P11 AAIB0 ¥ d! :01eulIpI0-0D)



Lifestyle International Holdings Limited

20/F., East Point Centre, 555 Hennessy Road
Causeway Bay, Hong Kong

MR EEER AR

&8 LS E 5T B5555

RAPL201E

Telephone: (852) 2833 8338

Facsimile: (852) 2831 2972
info@lifestylehk.com.hk
www.lifestylehk.com.hk
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