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/3 n B A R 2 H GIORDANO INTERNATIONAL LIMITED

MBRE FINANCIAL HIGHLIGHTS

H Z£6H30H L6 B

Six months ended June 30
2014 2013
(REEZR) (REER) 2
(XEEE TAEN) (In HK$ millions) (Unaudited)  (Unaudited) Variance
REHEE OPERATING RESULTS
EERE Sales 2,672 2,841 (6)%
4 S A Operating profit 233 426 (45)%
A B PR FEAG B T Profit attributable to shareholders 174 340 (49)%
of the Company

WEEEBHBZABRBRESRE  Free cash flow from operations 254 237 7%
srRER PER SHARE DATA
SRABF-EARCEN) Earnings per share — Basic (HK cents) 11.1 21.9 (49)%
SR ERE CEN) Interim dividend per share (HK cents) 10.5 16.0 (34)%
Bt % b =& FINANCIAL RATIOS
FEHEBEMAR 2 RE L X Inventory turnover days on costs 73 87 (14
F ) = Net profit margin 6.5% 12.0% (5.5pp/B 2 H)
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GIORDANO INTERNATIONAL LIMITED

MANAGEMENT DISCUSSION AND ANALYSIS

Highlights of First Half 2014

Group Net Sales decreased by 6% during the first half of 2014
compared with the same period last year. Global brand sales
(sales to end customers through self-managed and franchise
stores) decreased by 4%, as did comparable same store sales.
Consumer spending weakened across all our markets as retail
demand in Mainland China slowed and South East Asian countries
encountered macro-economic challenges and social disruption.
Going forward we see retail demand in Mainland China starting
to stabilize and market conditions in South East Asian countries
returning to normality.

Gross Profits declined by 11% compared with the same period
last year with gross margin reduced by 3.5 percentage points from
62.1% to 58.6%. This was due to a combination of local currency
weakness in South East Asia and the effect of strong price
discounting across all markets in response to intense competitive
pressures. With healthy inventory levels we expect gross margins
to steadily increase in the second half of the year.

Profit Attributable to Shareholders (PATS) decreased by 49%
compared with the same period last year as a result of weak gross
profits and operating expenses that reduced by only 2% year on
year. Cost controls were offset by rental increases in Hong Kong
and increases in operating costs for net 59 shops opened in South
East Asia over the year.

Overall, changes in foreign currency rates reduced PATS by
HK$41 million, adversely impacting the input costs of businesses
purchasing merchandise in foreign currencies. Excluding these
effects, PATS would have declined by 37%.

Despite these difficult trading conditions, the Free Cash Flow from
Operations in the period increased by 7% compared to last year.
This was driven by improved working capital with a 14% reduction
of inventory compared to last year end, and a HK$37 million
dividend from our South Korean joint venture.

An interim dividend of 10.5 HK cents per share (16.0 HK cents
in 2013) was declared by the Board, a 34% decrease from the
interim dividend paid last year. This reflects the Group’s operating
profit and cash flow, anticipated cash requirements and a policy to
return surplus cash to shareholders.
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GIORDANO INTERNATIONAL LIMITED

Overview of First Half 2014 Performance

= oF: EH¥F

First Half First Half 25
(X FEBTREN) (In HK$ millions) 2014 2013 Variance
HESH Sales 2,672 2,841 (6%)
ERN Gross profit 1,565 1,765 (11%)
FEF = Gross margin 58.6% 62.1% (3.5pp/B 5 %)
wEER Operating expenses (1,365) (1,392) (2%)
RN Operating profit 233 426 (45%)
4 R & Operating margin 8.7% 15.0% (6.3pp/E D H)
EBITDA EBITDA 342 535 (86%)
% SR PE A R Profit Attributable to 174 340 (49%)

Shareholders

BRI =E Net profit margin 6.5% 12.0% (5.5pp/E 7 &)
NELEEBRGEZERRENE Free cash flow from operations 254 237 7%
Re RIRTHET TR Net cash and bank balances’ 940 986 (5%)
FEeRFE Inventory balances’ 445 518 (14%)
FE R B AR 2 s &2 Inventory days on costs? 73 87 (14)

! A -
At the end of the period.

BRI 15 R A 35 AT LA A 2L -

Inventory held at period end divided by cost of sales and multiplied by number of days in the period.

INTERIM REPORT 2014
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GIORDANO INTERNATIONAL LIMITED

Profit Attributable to Shareholders (“PATS”)

During the period, PATS decreased by 49% to HK$174 million from
HK$340 million last year.
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20135 hEARE HERAE  EAHM HEREF  HBRER BA 20145 FBARE 2014%
E¥EFERR  HEFED BEREY WERARDS > REZEK  FERMN  L¥EFRR ZERHE L¥ERR
i3yl FISEE b0 EER PEA5E R PEfLE R

Htt o8 (RERRE)

First Half Decrease in Decrease in Decrease in Decrease in Increase in Taxation, First Half Currency First Half
2013 profit from profits from profits from profits from wholesales non-controlling 2014 PATS impact on 2014
PATS Mainland Hong Kong Rest of Middle East and interests and (Exclude Income PATS

China & Taiwan Asia Pacific intercompany other Curreny Statement
margin segments Impact)
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GIORDANO INTERNATIONAL LIMITED

Currency Impact on Income Statement

Foreign currency exchange rate changes had the following impact on

the Income Statement:

R

BEEE

BB

Currency

BEES R SE®E  Depreciation
BE#,  Translaton  Transaction loss on rAE
(UBEEETREN) (In HK$ millions) Reported difference difference purchase Adjusted
tHE R Sales 2,672 68 - - 2,740
EH Gross profit 1,565 42 - 25 1,632
H b g A Other income 33 - 15 - 48
wEBR Operating Expense (1,365) (32) - - (1,397)
& BR P A s PATS 174 1 15 25 215

REBRBING R L EERINE -

The Group operates in foreign jurisdictions which do business in foreign

currencies.

HRBRERESER (E2RHNERE) 2 TH
FEWEENEMEE  ULRBREZETE
BZXERETRURREMEENER 2R
B -

AREBEZEEHRAEETEF A ERFRTIE
BmEEE -

ETRBERmAA L7 (LEBEHEMER

The impact on PATS of translating the results of these entities
into Hong Kong dollars was not significant with the adverse
impact from translation of South East Asian currencies, mainly
the Indonesia Rupiah offset by the relative strength of the Korean
Won.

Depreciation of RMB resulted in translation losses for time
deposits held in Hong Kong.

Increased costs of purchasing merchandise in Hong Kong dollars,

B RHEIRELEE250088 T -

. ERME NEEXZHEAREEEER
YBARAI00EET -

MEr S 2T E - 20145 EFFIRFEMG G N E
B2 A5RET  LERBFE24% © R EEE T
REFRBPRMA37% + M EERAR B E ) 2 [ 8
B /249% ©

by Indonesia in particular, contributed a loss of HK$25 million

during the period.

e Overall, the impact of foreign currency changes on the Group’s
results was an adverse impact of HK$41 million.

If excluding the currency impacts, 2014 first half PATS would be
HK$215 million, 24% more than the actual and this would represent a
reduction of PATS of 37% from same period last year compared to the

actual PATS reduction of 49%.

INTERIM REPORT 2014
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tHERE Sales
s o E¥F
First Half First Half BE
(U BEETHEN) (In HK$ millions) 2014 2013 Variance
THERE Total Sales' 2,672 2,841 (6%)
2 TR on i 8 & 582 Global brand sales? 3,631 3,782 (4%)
AJ b R P 7 8 FEC Comparable store sales® (4%) (2%)
EH Gross profit 1,565 1,765 (11%)
EXIES Gross margin 58.6% 62.1% (3.5pp/B 2 %)
FIT gL B Number of outlets* 2,553 2,622 (69)
HRPFImE A Net change in outlets during
#E)FEE the period (89) (26)
HERERKRERM
Sales growth and contribution
(&%)
(HK$ millions)
3.000 2,841 " OVera%jEﬁ: 4%/6%,
’ ase f40/ */60/ 2,672
2,500 — FRE K BE
Mainland China
49%*/ 19%
2000 |
EBRAE
1,500 — 840 (30%) Hong Kong and Taiwan %
16%*/ 6% cealiasial
1000 | b
mAHMME
709 (25%) Rest of Asia Pacific 629 (24%)
13%*/ $11%
500 — B e mmmmmmmmmm ==
. PR 306 (11%
st a1 135 DI
0 44‘:]@-@5& 2#% WhoIesaIe to overseas 1:26% LA UL)
2013F L¥F 20145 L ¥ 4F
First Half 2013 First Half 2014
* HERBATEXREE BERARCEEEERE AN

* Sales growth excludes exchange effects

! B EEIEE L TERERANBIEZHEHERE (R TFIEFSE

Total Sales are total retail sales in self-operated stores and total wholesale sales to franchisees, translated at average exchange rates.

2 PR EFIES EE (BIEHLBE)  NEERBNERFREERF/HEAE R GEE2EHC TERR (KRETEE

% to group sales in brackets

51 3) -

Global Brand Sales are total retail sales, at constant exchange rates, in self-operated stores (include e-shop), franchised stores and stores operated by
subsidiaries and associates/jointly controlled entities.

s B LE 8P 44 B R 76 18 1 [F B AT I8 2\ B R B &8 A R/ H AR B A R RS E 2 BB PTT RAT L B I 2 do HE 34 B AR AR (R [B] & [ 3

<HH) o

Comparable Store Sales are total brand sales, at constant exchange rates, from existing stores and e-shop that have been opened/operated by
subsidiaries and associates/jointly controlled entities in the prior period.

i A o
At the end of the period.

4 £ 5 B B &
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Brand sales growth for the last eight quarters
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R=ZFE EMERE E-FE [ pet-): E=ZFE EMERE F—FE EoFE
Third Fourth First Second Third Fourth First Second
Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter
2012 2012 2013 2013 2013 2013 2014 2014
miEHEREER HLRMTHEREER
Total Brand Sales Growth * Comparable Store Sales Growth
BRETEZEEHER
Sales for the last ten quarters
(B8®ET)
(HK$ millions)
1,800 [ T0B 7
1,600 1’ "4’3’2”1"514"1"5 """"""""""""""""""""""""""""""
1’400 — - P e 1266173271 292 -------
1,200 1 R ... W I PN - [ R ...
1,000
CUORES | a73 S ' | R (448 | 400 MR | 502 | 384
600+ R R R -
I - | . | e 22| I
200 7~ . lm """""" 1241153 | 151 I
=T 69 9
0 20124 20134 ‘ 20124 20134 ‘ 20124 20135F 2014$ ‘ 20124 2013%F 20144
E=FE HE=FE ENFEE FNFE E-ZE E-FE £-FE E-FE $-FE E-FE
Third Third Fourth  Fourth First First First Second Second Second
Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter
2012 2013 2012 2013 2012 2013 2014 2012 2013 2014
FRE R pE BERRAE .EEKEHM&E . o Mgz HE B R H At
Mainland China Hong Kong & Taiwan Rest of Asia Pacific Mlddle East Wholesale sales to

overseas & others
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GIORDANO INTERNATIONAL LIMITED

Group Sales decreased by 6% to HK$2,672 million in the first
half of 2014 from HK$2,841 million in the same period last
year. Excluding the effects of translating sales made in foreign
currencies into Hong Kong dollars, sales decreased by 4%.

Sales in Mainland China decreased by 9% during the first half
compared with the same period last year. Overall market growth
for apparel in Mainland China is slowing and is now at mid-single
digit levels. Sales over the Chinese New Year period were weak;
the second quarter showed a modest recovery with positive same
store sales recorded for the first time in 11 quarters.

Sales in Hong Kong decreased by 6% in the first half compared
with the same period last year. The retail market in general saw a
year on year decline in sales with reduced growth in the apparel
sector. Sales in the second quarter were relatively stronger than in
the first quarter.

Sales in Taiwan decreased by 7% during the first half compared
with the same period last year. Comparable same store sales
declined in the first quarter but grew by 3% in the second quarter
following the introduction of new localized products.

Sales in other Asia Pacific markets, mainly Singapore, Malaysia,
Indonesia and Thailand, reduced by 11% compared with the
same period last year, with comparable same store sales down
9%. Demand was negatively impacted by significant currency
depreciation in Indonesia and Thailand and poor consumer
sentiment across the region. Social disruption in Thailand also
negatively impacted sales. Singapore was particularly weak.
Sales reduced by 15% compared to the first half of last year.
This reflects mistakes in merchandising and product selection
which are being rectified following the recent appointment of a
new General Manager. We continue to add stores in developing
markets in this region.

Sales in the Middle East increased modestly by 3%. Growth in
both UAE and Saudi Arabia was around 5%. In Saudi Arabia, this
was largely due to store growth as same store sales decreased by
3%. Demand in this region continues to be depressed by Middle
East Respiratory Syndrome, political instability in the region and
disruption by infrastructure projects in pilgrim destinations.



AR E BB R 227

EH

(A&#ET)
(HK$ millions)
2,000
1,800
1,600
1,400
1,200
1,000
800
600

400
200

GIORDANO INTERNATIONAL LIMITED

Gross Profit

ENH L

Gross profit reconciliation

2013 B LI SHERD BEZE 20145
L¥E i RENERE L¥eE
EF EF
First Half Increase in Currency Price Volume Exchange First Half
2013 merchandise depreciation Increase Decrease Difference and 2014
Gross costs Stock Gross
Profit purchase Provision Profit

AEB 7 EFRH2013F FFF17.65E B L
PofEE TT (11% ) £15.6518 78 7T © EFI =R
TB&3.51EH H HE£58.6% °

T8 AR AN H112% - E AR 10% 5 AR RE A
RIEMRERBEFENB - BI2%TIER
RELRMEEAAE B E (HEEFHEL -
ENEEEE17% @ FEREZE8% & F R i o
B2 1E4% ) LA BB AN I8 1 o

GH]

FEBRELN4%  TEHAREMES
B DUREEFHLEREBBIIEEER®
RS o ARITHBA - BR AT R IAEM
FXAIB DN - EER R TFE3.61EF 0 -

The Group’s gross profit decreased by HK$200 million, or 11%,
to HK$1,565 million from HK$1,765 million in the first half 2013.
Gross margin decreased by 3.5 percentage points to 58.6%.

Average merchandise costs increased by 12%, with 10%
attributable to increases in underlying costs and changes in
product mix and the remaining 2% due to increased costs in South
East Asian markets from the depreciation of local currencies (e.g.
the Indonesian Rupiah has depreciated by 17%, the Thai Baht by
8% and the Malaysian Ringgit by 4% compared to last year).

Average prices increased by only 4%, mainly as a result of
the change in product mix with relatively higher price and
quality products sold compared to last year. Due to significant
discounting, increases in pricing did not cover cost increases and
margin declined by 3.5 percentage points.

INTERIM REPORT 2014
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GIORDANO INTERNATIONAL LIMITED

Merchandise Impact on Volume

Volume reduced by 7%. Volume reduction in the second quarter
reduced to 5%, as improved merchandising in stores combined
with discounting to clear excess inventory.

Under the Giordano brand, 73% of sales were from Men. Brand
sales for Men declined by 6% in the first half. A widening of
the product range for jackets and pants in the first quarter did
not result in the expected sales growth; however sales in the
second quarter improved following the launch of successful new
programs.

Singapore is recovering from poor merchandise selection in 2013
with an improvement in volume in the second quarter of this year
(volume declined by 17% in Q1, and by 3% in Q2) as excess
inventories were cleared through price discounting.

Giordano Women contributed 27% of sales in Giordano shops
and the sales declined by 14%, a more significant decline than
for Giordano Men. The strategy to widen the appeal of the brand
through increased numbers of styles and collections has been re-
examined and will be modified going forward.

Adjustments will be made to the product range in line with
Giordano’s traditional strengths, focusing on core items with
appropriate details. Old merchandise has now mostly been
cleared, and we expect gross margins to strengthen as we move
into the Fall Winter campaigns.

1
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GIORDANO INTERNATIONAL LIMITED

i B K BE Mainland China
L¥F ¥
First Half First Half 25
(U B EETREN) (In HK$ millions) 2014 2013 Variance
BIHERE Total sales’ 773 854 (9%)
A& EHERE Retail self-operated stores 574 629 (9%)
M ANER G 2 #HE B Wholesale sales to franchisees 199 225 (12%)
R hE S 4R B2 Total brand sales? 948 1,064 (11%)
B Self-operated stores 574 637 (10%)
IEEYS Franchised stores 374 427 (12%)
A LB P iE B R Comparable store sales® (5%) (7%)
EM Gross profit 427 500 (15%)
EXIES Gross profit margin 55.2% 58.5% (3.3pp/E 7 &)
FiThEi B+ Number of outlets* 1,066 1,178 (112)
SRS Self-operated stores 503 512 (9)
nedE Franchised stores 563 666 (103)
AP E R Net change in outlets during
HE)FEE the period (95) (65)
SRS Self-operated stores (29) (22)
s Franchised stores (66) (43)

! BHEREE ST EEHAMRANEIEZ N EHEARRT (B TFYEFEFE) -
Total Sales are total retail sales in self-operated stores and total wholesale sales to franchisees, translated at average exchange rates.

2 RIS BN (B LG RINEEZ TEAE (BRI TEFTE) -

Total Brand Sales are total retail sales, at constant exchange rates, in self-operated stores (include e-shop) and franchised stores.
3 BB PIT i ERRIE BT & 2/ &2 HE T R L EEZ miEiH ERFE (KEFEESE) -

Comparable Store Sales are total brand sales, at constant exchange rates, from existing stores and e-shop that have been opened/operated in the prior

period.
K A o
At the end of the period.

12
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RENBZEETERERREEREER

Brand sales growth in Mainland China for the last eight quarters
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8.541B 8T * WA 9%3K8,100& B TE7.731E
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HERERZIZARAEERRRIEHE
B RRESEBEMRFIT (8E RMERE)
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E¥FRBEAEREHEERD11% R AT LR
P9 3F & BRI 5% © 1 B K BE an bR 3 65 BB R
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e FFEHETELEED MIEHEEHE
TFE15% ° AT B -FEHERE A EW
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Total Brand Sales Growth
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Comparable Store Sales Growth

Sales in Mainland China in the first half of 2014 decreased by
HK$81 million or 9% to HK$773 million from HK$854 million in the
same period last year. Excluding the effect of translating Chinese
yuan into Hong Kong dollars, sales also decreased by 9% in the
first half of 2014.

The key underlying measure of sales growth is brand sales which
represents the end sales of merchandise through Giordano stores,
both self-managed and franchised. This measure excludes the
effects of both currency exchange fluctuations and the impact
of inventory changes undertaken by franchisees. Brand sales in
Mainland China decreased by 11% in the first half of 2014 and
comparable store sales decreased by 5%. Key factors in the
decline of brand sales in China are as follows:

e Sales in the first quarter were particularly weak with a 15%
decline in brand sales. However sales have strengthened
modestly in the second quarter with the decline in brand sales
reducing to 6% and positive quarterly same store sales for the
first time since Q3 2011.

e  The re-positioning of our operations is ongoing and we are
closing poor image loss making shops, both self-managed
and franchised. We closed (net of store openings) 29 of our
own self-managed shops in the first half. This includes 28
shops that we believe were detrimental to the brand image
and 5 which we converted to Beau Monde outlets.

13
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GIORDANO INTERNATIONAL LIMITED

e We have started to implement multi-branding into good
quality department stores. The expansion of our women-only
counters has progressed with 47 now open in China. New
merchandise was launched in May into these channels and
the unisex shops which has improved sales modestly. This
product range will be reviewed in depth and redeveloped in
the second half of the year and this will enable store growth
going forward.

e We have also started to replace shops in hypermarkets with
our new budget brand, Beau Monde, opening the first 9
outlets in the second quarter. So far this brand is profitable
and we are fine tuning the value proposition in preparation for
a faster roll-out in hypermarket and other more “value” driven
channels.

° Over the past twelve months, we have closed 112 more
stores in Mainland China than we have opened and this is
starting to improve the quality of sales from our existing
portfolio. Nonetheless, the reduction in stores, particularly
those of our franchisees, will continue to have an adverse,
though temporary impact on sales volume and profitability.

We have continued to improve our online operations, both through
our own platforms and those of virtual shopping malls with sales
in the first half increasing by 14% from HK$72 million in 2013 to
HK$82 million in 2014. Our “020” initiative to integrate online and
operations by installing terminals in physical stores has resulted
in 124 stores in China now offering online purchases, combined
with a social media interface for product research, directly in our
stores.
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GIORDANO INTERNATIONAL LIMITED

Mainland China - Gross Profit

Gross profit in Mainland China decreased by 15% and gross
margin decreased by 3.3 percentage points to 55.2%.

Volume declined by 7%; average prices decreased by 2% and
average costs increased by 4%.

Price discounting by competitors in the Mainland China market
continues to be strong. This has resulted in lower volumes
than expected. To avoid foreseeable inventory surplus, we
have implemented aggressive price discounting programs. It is
anticipated that retail margins will improve in the second half of
the year as price disciplines and more prudent buying budgets
are adopted. Intense competition for online business and more
favourable pricing to franchisees (as we reduce direct subsidies)
will moderate this improvement slightly.

Volumes declined mainly in the pants, jackets, sweaters and
G-warmer innerwear categories while in shorts and print tee
categories, volumes increased as a result of successful new
product introduction.

EMH - P B KE

Gross profit reconciliation - Mainland China

(BE#T)
(HKS millions)
600
500 |-
400 -1
300 |-
500
(58.5%)
200 -
100 |-
0
20134 FRAE
L¥EER
First Half Cost
2013 Increase
Gross
Profit
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ERTRE HERD BREEH 20145
kEERE LEEER
Price Volume Exchange First Half
Decrease Decrease Difference 2014
and Stock Gross
Provision Profit
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GIORDANO INTERNATIONAL LIMITED

EERESE Hong Kong and Taiwan
E¥E E¥EF
First Half First Half 28
(KEEETAEN) (In HK$ millions) 2014 2013 Variance
BIHERE Total sales’ 786 840 (6%)
A] bE 8 P T 8 S A2 Comparable store sales? (5%) (1%)
EM Gross profit 505 551 (8%)
EXIES Gross profit margin 64.2% 65.6% (1.4pp/B 5 )
PFITT & B® Number of outlets® 282 287 (5)
HAM TSR Net change in outlets during
S E)FE the period (7) (11)

! BIHEFEEEMEEE (B TFYEXE) -
Total Sales are total retail sales translated at average exchange rates.
2 ATt E BRI B RS R E B E I M &R (HREEEX5E) -

Comparable Store Sales are total brand sales, at constant exchange rates, from existing stores that have been opened/operated in the prior period.

3 REIAK -
At the end of the period.
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GIORDANO INTERNATIONAL LIMITED

RENEZEEERAEREHEERER

Brand sales growth in Hong Kong and Taiwan for the last eight quarters
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Comparable Store Sales Growth

Sales in Hong Kong and Taiwan in the first half of 2014 decreased
by HK$54 million or 6% to HK$786 million from HK$840 million in
the same period last year.

Sales in Hong Kong declined by 6% in the first half of the year,
down 8% in the first quarter and 4% in the second quarter.
Competition in Hong Kong has intensified as Chinese New Year
apparel sales market growth declined compared to last year.
Weather was particularly adverse being wetter and colder than
usual in the first quarter negatively impacting the effect of new
spring merchandise launched in March 2014.

A new store format “Concepts” was launched in June in Macau.
This is a zoned multi-brand store which will be directly positioned
alongside international brands. If successful, this will be a store
format which we can use to penetrate shopping malls in Hong
Kong.

Sales in Taiwan declined by 7% in the first half of the year, down
10% in the first quarter but rebounding to a modest 3% growth
in the second. Market conditions in Taiwan continue to be weak
and this has depressed sales. New programs were introduced in
the second quarter which helped boost sales. Sales trends are
continuing to recover into the third quarter.
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GIORDANO INTERNATIONAL LIMITED

Hong Kong and Taiwan - Gross Profit

e  Gross profit in Hong Kong and Taiwan decreased by 8.3% and
gross margin decreased by 1.4 percentage points.

e  Excluding the effect of translating Taiwan dollars into Hong Kong
dollars, gross profit decreased by 7.9%.

e Hong Kong gross profit margin increased by 0.3 percentage
points. This was driven by strong and high margin merchandise
supported by successful marketing campaigns.

e Taiwan gross profit margin was down by 4.0 percentage points
and volume was down 7%.

EFHLE-BEERAE
Gross profit reconciliation - Hong Kong and Taiwan

505 W
(64.2%)
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GIORDANO INTERNATIONAL LIMITED

mAKEHMHE Rest of Asia Pacific
F¥F F¥F
First Half First Half 25
(A B &EETREN) (In HK$ millions) 2014 2013 Variance
SR Total sales’ 629 709 (11%)
A] LE 8 P T 8K 6 A2 Comparable store sales? (9%) 5%
E7 Gross profit 388 470 (17%)
EXAES Gross profit margin 61.8% 66.3% (4.5pp/E 7 &)
FIT & B® Number of outlets® 555 506 49
HRPFImEAE Net change in outlets during
FH)FHE the period 7 24

! BHERETERE (K TFHEFHE) -

Total Sales are total retail sales translated at average exchange rates.

2 AR PIT i R B A ERAEE 2 REPTT 2 M EARRE (REEE R E) -

Comparable Store Sales are total brand sales, at constant exchange rates, from existing stores that have been opened/operated in the prior period.

3 TR -
At the end of the period.

2 0 1 4 5 & B 8§ %
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GIORDANO INTERNATIONAL LIMITED

RENEZEETAHMHERRFESHEER

Brand sales growth in Rest of Asia Pacific for the last eight quarters
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Comparable Store Sales Growth

Sales in markets in Rest of Asia Pacific, decreased by 11% or
HK$80 million to HK$629 million from HK$709 million in the
same period last year. Excluding the effect of translating foreign
currencies into Hong Kong dollars, sales in these markets
decreased by 3%. Comparable same store sales decreased by 9%
in the same period.

Sales results were generally depressed by severe currency decline
in these markets (e.g. the Indonesian Rupiah by 17%, the Thai
Baht by 8%, and the Malaysia Ringgit by 4%). This weakened the
translation of results into Hong Kong dollars.

We are seeing weak household spending and consumer demand
in South East Asia markets. Apart from currency decline, which
drives up the cost of imported apparel and results in cost inflation,
results were negatively impacted by social disruption in Thailand.
Against this challenging background, the Group will continue to
differentiate our brand and expand further into developing markets
as we believe these markets to have strong growth prospects. Soft
or declining same store sales will however adversely impact these
markets’ profitability in the short term.
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GIORDANO INTERNATIONAL LIMITED

Singapore

In Singapore, sales declined by 15% during the first half of 2014
compared to the same period last year. Retail sales growth has
been very sluggish across the sector in the first quarter of 2014.
The Company’s performance has been further negatively impacted
by high inventories, an ineffective product mix.

Singapore is re-shaping its merchandise offering and a new
General Manager was appointed in June. Price promotions to clear
and re-allocate slow moving products are being implemented.
Sales in the second quarter have improved slightly but the re-
merchandising of this market will continue into the third quarter.

Indonesia

In Indonesia, sales declined by 3% during the first half of 2014
compared with the same period last year. Excluding the effect of
translating local currency into Hong Kong dollars, sales increased
by 16%. Same store sales in the period decreased by 2%.

Over the past year, we have added 42 shops, out of which, 16
are non-Giordano shops including Nike shops, which operate at
a lower margin than our own brands. Growth has come from this
store expansion.

Due to the fall in the value of the Rupiah, this market now faces
strong inflationary cost pressure on labour, rental and energy costs
as well as apparel supplied into the country. With international
brands increasingly entering this market, we will respond as
follows:

o Launch major marketing initiatives in the second half of the
year to improve brand differentiation.

e  Continue to expand into third tier cities, maintaining our “first
mover” advantage.

e  Continue to explore “multi-brand” partnerships with other
third party brands to maintain strong position with shopping
mall landlords. Out of 193 shops in this market, 32 belong to
3 non-Giordano brands where we act as a franchisee.
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GIORDANO INTERNATIONAL LIMITED

Thailand

In Thailand, sales declined by 9% during the first half of 2014
compared with the same period last year. Excluding the effect of
translating local currency into Hong Kong dollars, sales decreased
by 1%. Same store sales in the period declined by 10%.

Shop traffic, number of tourists and consumer confidence have
been severely affected by political instability in the country. Despite
this tough trading environment, we have added two more stores
this year and have 15 more stores than at June 2013. We will
continue to pursue store expansion in Thailand, to increase our
penetration of this large market.

Malaysia

In Malaysia, sales declined by 11% during the first half of 2014
compared with the same period last year. Excluding the effect of
translating local currency into Hong Kong dollars, sales decreased
by 7%. Same store sales in the period declined by 10%.

Retail sales in Malaysia remained sluggish, as large cost increases
in energy and food are depressing household spending.

Four fast marketing events will be launched in the second half
of 2014 to sharpen our brand differentiation. We also expect to
further expand our store network in this market.

Australia

In Australia sales declined by 29% during the first half of 2014
compared to the same period last year. Excluding the effect of
translating local currency into Hong Kong dollars, sales decreased
by 22%. Same store sales in the period declined by 17%.

A combination of a weak economy and international brands
entering the market has contributed to this decline. The
management team has been restructured to provide a more
flexible response to competition. Sales growth returned at the
end of the second quarter and the outlook for the second half
is cautiously optimistic. The closure of loss making stores and
the shipment of slow moving low cost merchandise from other
markets is now underpinning profit recovery in this market.
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GIORDANO INTERNATIONAL LIMITED

Rest of Asia Pacific — Gross Profit

Gross profit decreased by 17% in markets in Rest of Asia Pacific
with a decrease in gross margin of 4.5 percentage points.

Excluding the effect of translating foreign currencies into Hong
Kong dollars, gross profit decreased by 9%.

Underlying costs increased by 12%, but with currency
depreciation, costs increased by another 10% resulting in a total
average cost increase of 22%. Excluding the impact of currency
on translated results and underlying costs, gross profit declined by
5.3%.

Volumes sold decreased by 9%, average selling prices increased
by 6%.

EMNHE-SAHMEE

Gross profit reconciliation — Rest of Asia Pacific
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GIORDANO INTERNATIONAL LIMITED

== ]y} Middle East
F¥F F¥F
First Half First Half 25
(A B EETTREN) (In HK$ millions) 2014 2013 Variance
IHERE Total sales’ 306 297 3%
A] EEBR P 8 4 RE2 Comparable store sales? (2%) (4%)
FE A Gross profit 193 187 3%
EXIES Gross profit margin 63.1% 63.0% 0.1pp/B 7 %
FIT & B® Number of outlets® 201 192 9
HRPFImEAE Net change in outlets during
FH)FHE the period 6 8

! BHERETERAR MBI HEHERE (K FHEFE) -

Total Sales are total retail sales and total wholesale sales to franchisees, translated at average exchange rates.

2 BRI i BRI B A &R AE & 2 REPTT 2 i EAR R (REEEF 5 E) -

Comparable Store Sales are total brand sales, at constant exchange rates, from existing stores that have been opened/operated in the prior period.

s AR -
At the end of the period.
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GIORDANO INTERNATIONAL LIMITED

RENBEZEETRmBREEERER

Brand sales growth in Middle East for the last eight quarters
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In the Middle East, sales increased by 3% during the first half of
2014 compared with the same period last year. Excluding the
effect of translating local currency into Hong Kong dollars, sales
also increased by 3%. Same store sales in the period declined by
2%.

In the first quarter sales grew strongly as a result of same store
sales in UAE and store expansion in Saudi Arabia. Growth slowed
in the second quarter:

° Brand sales in the United Arab Emirates increased by 5%
in the first half of the year. Improved marketing, the use of
sponsorship and effective publicity management, enabled us
to grow sales through the Dubai Shopping Festival in the first
quarter.

e In Saudi Arabia brand sales grew by 6%. This reflects new
store openings which took place in the second half of 2013.
Same store sales were down 3% reflecting tough trading
conditions during the period as the impact of Middle East
Respiratory syndrome continues to reduce traffic.

e  Sales elsewhere in the region were down by 14% reflecting

political tensions in many franchise markets, particularly in
Syria, Iran, Lebanon, Bahrain and Jordan.
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GIORDANO INTERNATIONAL LIMITED

Middle East — Gross Profit

Gross profit increased by 3% with an increase of gross margin of
0.1 percentage point.

Average costs increased by 7% as a result of changes in product
mix and such costs increases have been recovered through
increases in average selling price by 9%.

Inventory has been reduced, particularly in the United Arab
Emirates. Temporary outlet sales and corporate orders have
helped reduce the high inventory at last year end. As a result,
HK$5 million stock provision has been written back during the
quarter.

EFMELE - R

Gross profit reconciliation - Middle East
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GIORDANO INTERNATIONAL LIMITED

Wholesale Sales to Overseas Franchisees and Joint

Ventures

¥ E¥F
First Half First Half b=
(KEEETAEN) (In HK$ millions) 2014 2013 Variance
BIHE R Total sales 178 141 26%
FITT & B Number of outlets 449 459 (10)

AP mE R Net change in outlets during
ST the period - 18

2 0

LB EREIENN26% - T B H R A g (1E
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HERBIENER

FREMBERERREY  ZFHIE10HE
P e
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EREREEMRORBEE - 2014F6 7 -
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Wholesale sales increased by 26% mainly as a result of increased
sales to affiliates and franchisees in South Korea (up 19%),
Philippines (up 21%), Myanmar (up 100%), and Vietnam (up
151%).

The number of outlets in South Korea reduced by 31 as we exit
unprofitable and low sales productivity stores.

The Philippines franchisee continues to perform strongly and
added 10 new shops over the past year.

The Myanmar franchisee opened 13 stores in the last year and
this is enabling us to maximize the opportunities in this growing
economy.

Vietnam continues to grow strongly. This is a key development
market for the Group and we are in the process of establishing a
subsidiary here. A major brand upgrade is underway, moving from
a reliance on street stores to international shopping centres and
department stores. The Vietnam team opened the first store in
Phnom Penh, Cambodia in June 2014.
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GIORDANO INTERNATIONAL LIMITED

Wholesale - Gross Profit

Wholesale gross profit increased by 30% during the first half of
2014,

Inter-company sales to subsidiaries on the other hand declined,
resulting in a fall in gross profit.

The net effect of these two factors was a HK$5 million reduction in
gross profit.

ER(R)-mBIMEBEZHBERAM D
Gross profit (margin) - Wholesale sales to overseas
franchisees & other segments
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(HK$ millions)
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e B Operating Expenses
ReBEREEYLE
Total operating expenses reconciliation
(HEBT)
(HK$ millions)
L0 T 1o 1
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0 20134 EHEe IR E A BIMAE SERERE BREEH 20144
-3 BEEA (EHRPRAE) by
ey EER
e ot o)
2013 First Shop rental Other shop Staff costs Advertising & Exchange 2014 First
Half Total overhead (shop and office) promotion differences Half Total
operating operating
expenses expenses
o B =L REFJIKKEBHMBMEEZ < Overall, the Group’s operating expenses decreased by 2% to

HK$1,365 million from HK$1,392 million in last year. With Gross
Profit down by 11%, this reduction was insufficient to prevent
operating margin decline in the period (which reduced from 15% to
8.7%), and a reduction in operating profit by 45% compared to the
same period last year.

° Rental costs as a proportion of sales increased from 21.0% to
22.1%.

e With a high proportion of concessionary rents in China and
Taiwan reflecting the importance of department stores to our
channel strategy, rental in these markets declined, driven by
reductions in sales.

e  Other markets however, have high fixed rental costs subject
to annual increments and this contributes towards higher
rents as a percentage of sales.

o Rental increases in Hong Kong have been significant in the
last twelve months, particularly on some key retail locations.
Although the property market in Hong Kong is now easing,
this is not considered likely to soften our rental costs until
2015 and 2016, as the impact of recent rent increases
annualizing will continue to impact for the next year.
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GIORDANO INTERNATIONAL LIMITED

° Rental has also been impacted by the growth of store
numbers in South East Asia, where 59 outlets have been
added. On the other hand, same store sales growth has been
negative in these markets, again resulting in rental increases
as a percentage of sales.

e  Overall average store space has increased by 6%. Rental per
square foot has decreased by 4% overall for the Group.

Shop overhead costs comprised shop depreciation, utilities,
credit card charges, etc. The increase is mainly from additional
depreciation of HK$9 million, or 14%, from shop renovations we
are executing across Greater China as we re-position and upgrade
the brand.

Total staff costs decreased by 4%. Average headcount increased
by 1%, mainly from the South East Asia markets to cope with
store expansion. Average staff cost per headcount decreased by
5%. Staff productivity increased with headcount per store area
decreasing by 5%.

Advertising and promotion costs reduced by 2% or HK$1 million.
The Group continues to press ahead with marketing programs and
is stepping these up in South East Asia.

Operating Profit Before Other Income and Other
Gains

Overall, sales decreased by 6% during the period and with a
3.5 percentage points reduction in gross margin over same period
last year, gross profit decreased by 11%. Operating expenses
decreased by 2%, resulting in an Operating Profit before Other
Income of HK$200 million, a 46% decrease or HK$173 million
from same period last year.

Other Income and Other Gains

Other income decreased by HK$20 million or 38% from HK$53
million to HK$33 million.

This reduction was mainly due to exchange losses of HK$15
million recognized during the period due to the devaluation of
foreign currencies while an exchange gain of HK$13 million was
recognized last year.
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GIORDANO INTERNATIONAL LIMITED

Operating Profit

As a result of the above, the Group’s operating profit in the first
half of 2014 decreased by HK$193 million, or 45%, to HK$233
million from HK$426 million in the same period last year.

Operating Profit by Market

Hong Kong & Taiwan

[ 20135 L¥FFirst Half 2013

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 187
(19.3%)

EAHAME R s Z B
Rest of Asia Pacific Middle East Wholesale Sales to
Overseas

[ 2014% E¥ %First Half 2014

LM 2 F] B A3, 1004 78 T (20134 < 700/ 8 7T)
The above exclude the corporate expense of HK$31 million (2013: HK$7 million).
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Mainland China

Operating profit in Mainland China decreased by HK$45 million
or 60% to HK$30 million while operating margin decreased by
4.9 percentage points to 3.9%.

Of the 4.9 percentage points decline in profit margin in China, a
reduction of 3.3 percentage points in gross margin was due to the
impact of price promotions required to prevent excess inventory in
light of stronger than expected price discounting from competitors.
Operating expenses decreased by HK$25 million, but increased by
2.2 percentage points as a percentage of sales.

Shop rental expense decreased by HK$24 million or 12% as a
result of the reduction of self-managed stores from 512 to 503 and
a decrease in turnover rent in department stores due to the drop
in sales. Average shop area decreased by 1% and rent per square
foot decreased by 11%.
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GIORDANO INTERNATIONAL LIMITED

A number of loss making shops have been closed. 89 lossmakers
were closed or turned around, but as a result of margin and
volume pressure, a further 124 new or existing shops became
lossmakers over the past year. This will continue to be a focus of
management attention in the second half and we expect to make
more progress in this area as contract renewal dates come round.
Among the top 10 loss making shops identified in June last year,
three were closed and one was turned around. Total losses from
these top 10 shops reduced by 19%.

Shop staff costs decreased by HK$4 million or 4%. Average
headcount reduced by 123 or 4% and average salary per
headcount is flat. This is a result of our cost control program to
improve productivity and rationalize headcount.

Advertising expenses decreased by HK$1 million or 7%. Marketing
campaigns are still being executed in China but there have been
fewer publicity events in collaboration with department stores and
shopping malls.

Subsidies to franchisees have increased by HK$2 million or 31%,
mainly for the initiatives to support our franchisees to renovate the
existing stores. At the same time our gross margin to franchisees
has decreased by 4.0 percentage points. We now manage this
channel much more closely and have through merchandising
support enabled the franchisee gross margin (reported through
our point of sale system) increase by 2.2 percentage points. This
reflects a strategy of supporting successful franchisees, ending
subsidies for loss-making shops and developing the profitability of
franchisee operations for long term growth.

Continuous efforts have been spent on streamlining back office
operations. Back office staff cost decreased by HK$2 million,
headcount reduced by 7% while average salary per headcount
increased by 1%.

As a result of the above cost control measures, our operating
expenses decreased but at a slower rate than the decrease in
gross profit, resulting in operating margin dilution. Nonetheless
this reflects prudent cost control in response to a significant
deterioration in volume and gross profit.
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GIORDANO INTERNATIONAL LIMITED

Hong Kong and Taiwan

Operating profit in Hong Kong and Taiwan decreased by HK$56
million to HK$54 million, a reduction of 51% compared with
the same period last year. Operating margin decreased by
6.2 percentage points compared to the same period last year.

Rental costs in Hong Kong increased by 18% over the same
period last year. Retail space increased by 12% and rent per
square foot by 6%. Comparable store rent per square foot
increased by 14% year on year. This reflects that we are taking
more space in residential (non-prime) areas of Hong Kong in
response to high rents in premium shopping locations. Total staff
costs decreased by 9%, with headcount increasing by 1% (less
than the increase in store space of 12%) and average staff costs
decreased by 10%.

Taiwan’s operating margin was down 3.9 percentage points
compared to the same period last year mainly from the reduction
in gross margin. Operating expenses to sales remained at 51% of
sales.

Rest of Asia Pacific

Operating profit in the Rest of Asia Pacific decreased by HK$68
million to HK$69 million, a reduction of 50% compared with
the same period last year. Operating margin decreased by
8.4 percentage points to 10.9% compared to same period last
year.

The reduction in operating margin was mainly due to disappointing
results in Singapore where volumes and gross margins are sharply
down in the first half as a result of poor merchandising decisions
and subsequent price promotions to clear high excess inventories.
Singapore’s inventory turnover days on costs have reduced by
30 days from March to a healthy level of 61 days at the end of
June.

In Singapore, sales decreased by 15% while operating costs
reduced by 8% only. As a result, operating profit decreased by
88% with operating margin down 10.7 percentage points. The
decline was largely due to the deterioration of gross margin
(-6.9pp) and the increase of the ratio of operating expenses to
sales by 4.4 percentage points. Rental costs increased as a result
of the opening of a mega store in Suntec City that had not yet
opened in the first half of last year. Comparable store rent per
square foot was slightly up by 1%.

33



1

AR E BB R 227

WMEBREEBEREERZELTZE HE
ZHEBRIERI6%  MEEENX TR
8AEE 7 - BEELEE MM A15% - K&
ot A RN R TS B R R 3.61E B 0 # K
FRRHMIEMBRATE  UARBTRHEAMAK
ABEWKRS DEKEERNEE—FT
B4 518 B o FFTE -

MR RHEEENCERLFE TR ZHER
RIFFE - 0 EXFAFTR - REBB T EEE
NGB AREL28E, - HERBEEENE
TEHBRECZE - EMETRIABE DL -
MAEEKANEIHERL RS AEE D
WL ERFERRPIEETDZ - REMM
HTEENMN18% « BEHALEM AR - Fitt - 48
& om M T PES1% ©

BRI 2 ERE NB11% 0 £ K5
ABEEDE  MEEXNAEHEB2LE
F4.0EE D ERLEE R R TES.8EET
DE e iR LRI SRR FIRAD41% o KR
R EEHAMIMAEERER16% « BEXHE
ERA LT - BFHFREE TE3% o

R

34

FEME 2L E SRR Pe00BE T E
5200887 REAFRHTE12% &£ %
FETE25EBEDEE17% o L& HFET
REZBHRADERNAZELER EARK -
HEREIERS% R EFEIG N2 4EE H B9
RN EFH16%FT IR 8 o AL R AN £
FEMRIEHZ TS S HR2015F F s A AT i
£ HOETTPITMIERATE -

PUBS S 2 R A KB EFHEARMETRE
EAE13% °

REREMALEME 2 ENEAHEERE T MER
EBZBEREMWEERBATRMZIEARH

B2 48R
mE e

GIORDANO INTERNATIONAL LIMITED

Excluding the exchange impact from the currency depreciation
of Indonesian Rupiah, sales in Indonesia increased by 16%
while the operating margin was down 8.1 percentage points
causing the operating profit to decline by 15%. The reduction in
operating margin was due to the reduction in gross margin by
3.6 percentage points and the impact of costs from new store
openings and inflationary increases in staff and other costs which
eroded operating margin by a further 4.5 percentage points.

Sales in Thailand were flat excluding the exchange impact from
currency depreciation of Thai Baht. As discussed, the political
instability in the country which caused large scale social disruption
during the period had a significant, though temporary impact on
overall results. Gross margin declined by 4.1 percentage points
and operating costs to sales increased by 5.1 percentage points
causing the operating margin to reduce by 9.2 percentage points.
Shop area in Thailand grew by 18% which triggered an increase in
operating costs. As a result, operating profit declined by 51%.

In Malaysia, sales decreased by 11% while gross margin was
down 4.3 percentage points and operating costs to sales was up
4.0 percentage points causing the operating margin to decline by
8.8 percentage points. As a result, operating profit declined by
41%. The increase in operating expenses was largely because of
the growth in rental costs which was caused by an expansion in
the shop area by 16%. Rent per square feet reduced by 3%.

Middle East

Operating profit in Middle East decreased by HK$6 million to
HK$52 million, a reduction of 12% from the same period last year.
Operating margin declined by 2.5 percentage points to 17%. The
operating margin reduction was due to increases in operating
expenses mainly from Saudi Arabia. A sales increase of 5% and
a gross margin up by 2.4 percentage points were offset by a
16% increase in operating costs. This was largely driven by shop
expansion based on an expectation of growth in this market in
2015 onwards.

In the UAE, operating margin was stable at 13% which is broadly
comparable with last year.

Profit in other wholesale regions of Middle East was negatively

impacted by poor sales and the underlying political instability in
many of these markets and in the region as a whole.
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Wholesale sales to overseas franchisees in Asia

Operating profit from wholesale sales to overseas franchisees in
Asia increased by 11% to HK$59 million. This reflects stronger
gross profit margins and growth in key emerging markets such as
the Philippines, Myanmar and Vietnam.

Jointly Controlled Companies - South Korea

= oF: F¥F
First Half First Half 25
(A B &EETREN) (In HK$ millions) 2014 2013 Variance
HIHERE Total sales’ 859 795 8%
A L8RP T 8 B KR Comparable store sales? 1% (1%)
EH Gross profit 482 470 3%
EXIES Gross profit margin 56.1% 59.1% (3.0pp/B 5 &)
EBIT EBIT 70 90 (22%)
5 i T Net Profit 55 70 (21%)
JE {5 FE EE S A 7l 7 Share of JCE profit
(BERHOER : 48.5%) (% of equity holding: 48.5%) 27 34 (21%)
Sk 4=E Number of outlets® 232 263 (31)
HRPITMEE @8558 Net change in outlets during
the period (12) 10

o HMKBREBREBREABTIZVE BEEEEE
R2014F ¥ FHRE2Y% °

o EFEXTHIOMEEDE KK EBIKRE
ZERFEINE o Bt - RPEEIRARET
- BERBRAEZMAT  TREEEERR
N 5 5 E% B KB [ Concepts | % m 29 o

e NEMEREE KLEXNAEM LM% =
FAYRBE-—HEHMELIFLEELER
e REEN RN ANEE T E3.2EE 0 F
TEHREMNEFD - B L E FIRK
22% °

! B EEIETEAE (R FIEXTE) -

Excluding the effect of translating Korean Won into Hong Kong
dollars, sales in Korea grew by 2% in the first half of 2014.

Gross profit margin decreased 3.0 percentage points reflecting
increased competitive pressure from international brands. We
continue to upgrade our brand position in response, closing
marginal stores and opening the larger “Concepts” multi-brand
store format in premium department stores and shopping centres.

Operating costs were slightly up 1% in local currency terms and
there was a non-recurring disposal gain of a store in last year.
Mainly due to the decline in gross margin, operating margin
was down 3.2 percentage points in the period. Operating profit
reduced by 22% as a result.

Total Sales are total retail sales translated at average exchange rates.
2 B LR PIT i B AR 15 B RIS % LT BEPIHZ g EHE (REFEFFE) -

Comparable Store Sales are total brand sales, at constant exchange rates, from existing stores that have been opened/operated in the prior period.

3 A o
At the end of the period.

4 £ 5 B K &
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FrB8 % Income Tax

o 20145 F¥F T AEFET AS900E AT e Income taxation expense in the first half of 2014 was HK$59
(20134 : 8,3008B % T) - EREMEMRE A million (2013: HK$83 million), resulting in an effective tax rate1 of
22.8% (2013%F : 18.1%) ° EBR i R 4% hi f Ak 22.8% (2013: 18.1%). The increase in our effective tax rate reflects
HRFEAEE  MES 8ELKFNEEE a changed profit mix and a decline in low tax markets such as
THEME RN TPERTE - Hong Kong, Taiwan and Singapore.

B% 5= FE 4 & R Profit Attributable to Shareholders

o 04 LI ERFEEEMBEERB 23,4 o  Profit attributable to shareholders in the first half of 2014
BT - B 49% (h1.66 B L) £1.748 decreased by 49% or HK$166 million to HK$174 million from
BT o HK$340 million in the same period last year.

o FHMEHI12.0% NESSEBEDEESS5% . Net profit margin decreased by 5.5 percentage points from 12.0%
to 6.5%.

. BERAER#BELFNDRBH L ZE11.1 o  Basic and diluted earnings per share were 11.1 HK cents (2013:

BAL (20134 : 21. 9% 1) &11.03 1l 21.9 HK cents) and 11.0 HK cents (2013: 21.6 HK cents)
(20134 = 21.6581l) » respectively.
REEEBFEEREESRE Free Cash Flow from Operations

2014F ¥ FEBITR R REEXKFB2EHEESRE

EBIT and free cash flow from operations for the first half of 2014

(BB#ET)
(HK$ millions)
400
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0 ;
20144 FER EARX FE{E 3 [E gEEe HERER Hits BA%E RREER
-3 ey BHE ZEHATF/ B HERALSK A=
EBIT LN IR TS RERE
R0 A1 & A HE B
(MERBREWA)

2014 First Depreciation Capital Share of pre-tax Changes in Increase in Others Tax paid Free cash flow
Half and expenditure  profit of JCE/ working rental deposits from operations
EBIT amortization less associate (net capital and rental

disposals of dividend prepayments
income) less rental

prepayment

amortization

! BT 15 85 0 5 B X B B i v 7

Income tax expense divided by profit before taxation.
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Simplified free cash flow analysis

E¥E FF

First Half First Half 25

(KEEETAEN) (In HK$ millions) 2014 2013 Variance

FR 25 A Al Profit before income tax 259 459 (44%)
m o A HEEERQ Add: Share of tax of JCE/

B & AR B IE associate 7 9 (22%)

s FERX Add: Interest expense 2 2 ¥ ¥ /Flat

hnoc AT E R Add: Depreciation and amortization 74 65 14%

EBITDA EBITDA 342 535 (836%)

FEAE L R¥E S R Bl/8 & A 7 Share of pre-tax profit of
B 54 AT 4 JCE/associate (35) (44) (20%)

HEMERBEE 17 W

Gain on disposal of property and (5) - 100%
leasehold land

HEe BN KIBHEHE Amortization of rental prepayments 24 18 33%
LEEEE Changes in working capital 92 (66) (239%)
EATHE Interest paid 2) @) ¥ F/Flat
B FT5 TR Income tax paid (94) (93) 1%
FIEWA - EH REAM Interest income, exchange and (9) (29) (69%)
others
RreEEBmEsEe Net cash inflow from operating
MAEEE activities 313 319 (2%)
KB HEZEH AR/ E AR Z  Dividend income from JCE/
BB M A associate 37 1 3600%
EARFAZR WL &S RIE Capital expenditure less
proceeds from disposals (75) (55) 36%
HEHRSMNHESEMNFIBEI  Increase in rental deposits and (32) (40) (20%)
rental prepayments
2 F B Interest received 11 12 (8%)
REEEBMBZ Free cash flow from
EHRERE operations 254 237 7%

2 0

EHREAEREFRABE IN1,7008
BT (H7%)E254B 8T ERER
B BB MRIEEKEREBITL130% -
RBEBITE L AR S ZHHER - ZER
FTEARLEFLEEESLHRY BREME
EEE s ERZES A EAH3,7008 T2
B8 e

14 F 5 B K &

Free cash flow increased by HK$17 million, or 7%, from the same
period last year to HK$254 million. Free cash flow before taxes
was 130% of EBIT which is a high rate of conversion of EBIT to
cash in the opinion of management. This result is mainly due to
strong working capital management in the first half and a HK$37
million dividend received from our South Korean joint venture.
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BEARAFEX Capital Expenditure

o DC0M4FELHFEBABEIREEREL N o  Capital expenditure increased by HK$26 million during the first half
2,6008 T - RITES9% © b RERAA M of 2014, over the same period last year, exceeding depreciation by
IR E T E AL 0 oK TR B R BE K E A 9%. This reflects strong investment in Mainland China and other
EE2IRE - HMTER - BBEEARKE operations as we re-position the brand. We expect to see capital
THEREFPERE  EARAMZBESIEI - expenditure continuing to grow as we improve shop ambience and
BB Y (HEETEI% TR mEE the customer experience through shop upgrades. At 3% of sales

THZBRERBEREE -

this represents a prudent investment in our shop operations.

e WERLZFERBMEIOE B T - kM o Depreciation increased by HK$9 million from the same period last
2013F 2 BETHE N THF#ET - year, reflecting investments made in the second half of 2013.

EXMAX

Capital expenditure

(BEB#ER)
(HK$ millions)
120
100 —
80 —
60 —
40 —
20 —
0
2013F L¥ & 2013F N ¥ & 2014 L ¥ &
First half 2013 Second half 2013  First half 2014
=N e
f— Capital expenditure Depreciation
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Changes in Working Capital

GIORDANO INTERNATIONAL LIMITED

Working Capital in the year decreased by HK$92 million as follows:

BE
B85
Changes in
2013%F124 Working 2014F6A
(KEEETAEN) (In HK$ millions) Dec 2013 Capital Jun 2014
rE Inventory 518 (73) 445
JE 8 BR K Trade receivables 316 (53) 263
H b jE R Other receivables 208 (13) 195
FERBRR Trade payables (160) (11) (171)
H A FE A 3K Other payables (372) 58 (314)
510 (92) 418
FE Inventory
o HM2014%F6H  AELEBEZIFEH20134F e Group inventory in June 2014 decreased by HK$73 million or 14%

12A3818 2518188t © T F&7,3008 % T
(5%14%) EZ2014F6 308 24.45B8 T - 17
R MO R ABNR2013F12A31HF HE
B FREFMEFEKFE LA HEEHRYK
EEEEGI MK -

(BEEB#T)
(HK$ millions)
550
500
450
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2013464
Jun 2013
w8
Inventory

2 0 1 4 & B B B &

from HK$518 million at December 31, 2013 to HK$445 million at
June 30, 2014. This was partly due to higher levels of inventory at
December 31, 2013 for an early Chinese New Year, offset by tight
controls over inventory during the period.

wH

Inventory

(B)

(Days)
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2013%F 128 201456 8
Dec 2013 Jun 2014

REBE
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GIORDANO INTERNATIONAL LIMITED

Inventory turnover on costs' at June 30, 2014 was 73 days
compared to 87 days at June 30, 2013.

During 2014, we have started to centrally control buying budgets,
first across Mainland China operations and towards the end of
the first half across all global operations. This control is driven
by prudent sales forecasts in order to prevent over ordering
going forward. Together with existing daily inventory performance
indicators on inventory balances, this is starting to help us control
inventory and keep merchandise in store fresh. The turndown in
demand in the first quarter has put pressure on inventory and we
have responded with price discounting to an extent that we have
not done in several years. As the new buying controls continue
to impact, we expect to do less price promotions and see gross
margin start to recover.

Year on year inventory reduction was most significant in Mainland
China (down 18%); Taiwan (down 16%); Singapore (down 20%)
and Middle East operations (down 41%).

Total inventory including finished goods at suppliers

201456 A 2013F 12 A 2013%6H
(X B EX T AEN) (In HK$ millions) Jun 2014 Dec 2013 Jun 2013
AEERAZRNGREES Inventory balance held by 445 518 518
the Group
FEREMNEIERE 2 Inventory balance held by
FrFE franchisees in Mainland China 79 94 103

HEB 2 HKE MR CRE)

Finished goods at suppliers

(not yet shipped) 16 27 30
AirEERE Total system inventory 540 639 651
o KREBUGAZHESTBEEKYT - B The Group manages inventory levels on an integrated basis. We

EME R IFERMES 2 B REEM
BEZHFE - WEBREMTAHERED
[BEAGBERIN 2EFEERE  WFEMBEZ
FE—ERFBIAMNBE FHAFEREF
BHIR A17% ©

40

B KB #5 17 KB LA 35 B A AN AR A 21 -

monitor our suppliers’ inventory and that of our franchisees in
Mainland China, which we do not own. This ensures that we do
not build up inventory commitments to our suppliers “off balance
sheet” and that inventory at our franchisees remains fresh and
relevant. This inventory has reduced by 17% compared to the
same period last year.

Inventory held at period end divided by cost of sales and multiplied by number of days in the period.
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GIORDANO INTERNATIONAL LIMITED

Trade Receivables

Trade receivables decreased by HK$53 million from 2013 year end
to HK$263 million. Days sales outstanding increased to 44 days
as of June 2014. The increase is mainly due to slower settlement
from department stores in Mainland China and franchisees in
Middle East.

The Group is monitoring the recoverability of balances closely and
no material bad debt risk has been identified. Receivables past
due more than 90 days represent 7% of total receivables.

FE W BR K

Trade receivables
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GIORDANO INTERNATIONAL LIMITED

Trade Payables

Trade payables increased by HK$11 million from 2013 year end to
HK$171 million.

Daily purchases outstanding has increased by one day to 30 days,

compared to the same date last year, broadly in line with our
policy of supporting suppliers with prompt payment.

FE S BRI

Trade payables

(A)
(Days)

2013%12A 2014%6A
Dec 2013 Jun 2014
AXNRBREER

Days purchase outstanding

Other Payables

Other payables decreased from HK$372 million at December 31,
2013 by HK$58 million to HK$314 million at June 30, 2014. This
was due to the payout of accrued staff bonuses for 2013, which
was made in the first half of 2014, offset by accruals for staff
bonus for the first half of 2014. Bonus accruals in the first half of
2014 are significantly lower than in the first half of 2013, reflecting
the decreased profitability of the Group in the period.
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FEAEBEIZEFIREE NR 28R 2 E Share of Profit of Jointly controlled and Associated

i Bl A Companies and Dividend income received
ZIEBERRNANEBESLRITES B2 A5%  This represents the difference between the portion of profit due to
FMEZEAREMASETNREZEZR the Group from Jointly Controlled and Associated Companies and the

dividends paid to the Group during the period:

BE HR @it

South Korea Middle East Total

L¥&  t¥F L¥&E  b¥F t¥E pPEF
First Half  First Half %% FirstHalf First Half #% FirstHalf First Half 2E
(KB EEBTAEN) (In HK$ millions) 2014 2013  Variance 2014 2013  Variance 2014 2013 Variance
FEMEFR T A& Share of pre-tax profit 34 43 (21%) 1 1 #¥/Flat 35 44 (20%)
BB Dividend received' (37) - 100% - (1) (100%) (37) (1) 3600%
) 43 (107%) 1 - 100% 0] 43 (105%)

o  JA2014F6H30H  r BEALAAIIFEAFL497E o At June 30, 2014, the Korean joint venture held cash balances of
BILIR &8 o AT (R(48.5%)22.4118 HK$497 million. Giordano’s (48.5%) share of HK$241 million is not
BT ESFARMNEERBER ° consolidated in our balance sheet.

01 4 & & H K & 43
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GIORDANO INTERNATIONAL LIMITED

Net Cash position of the Group

014F L¥FRERBITHEF FEEH
Change in net cash and bank balances for the first half of 2014

(B&&BT)
(HK$ millions)
1,600 [
254
1,400 |
1,200
1,000
800
600
400
200
2013% LK 2RR BITHRG HOREER 20145 20135
1283182 EEZHH SE =230 FriSRIE SRITHETF 6H30AZ 6H30A 2
RERBRIT RBERE BRZRE FHERHM RERRIT RERBIT
HiFEE ZEREE wEEE HIFRE
Net cash & Free cash Dividend paid Proceeds Exchange Net cash & Net cash &
bank flow to from difference bank bank
balances on from shareholders issuance on opening balances on balances on
31-Dec-2013 operations and of new net cash 30-Jun-2014 30-Jun-2013
non-controlling shares & bank
interests balances &
others

e HRN AXEEZHESNEBITETFERERL o The Group decreased its net cash and bank balances by
1.6518 78 7L £2014F6 A30H 29.401E 8 7T HK$165 million to HK$940 million as at June 30, 2014 during the
(2013F12A31H : 11.05EHJT) ° H20134 period (December 31, 2013: HK$1,105 million). This compares to
6H30H 2R & FFR9.86EHETT ° net cash as at June 30, 2013 of HK$986 million.

e HIRN MEKBEBELzZAmBEESR=A © HK$254 milion free cash flow was generated from operations
2B4BEB T B2013FE F¥FEHL 7 BEAE during the period, an increase of 7% over the free cash flow
ERE(237EBIL) EAT% - generated in the first half of 2013 (HK$237 million).

e 20M4F ¥ FENREBENUTEEA: e Dividend paid during the first half of 2014 comprised the following:

(BEE#ET)
(HK$ million)
2013 AR B (2EREEREE 2013 Final dividend (Total dividend represented 95% 377

2 ENE K o 3R F B & B 2 FEFE I

2FE N Z295%)

of the Group’s full year profit)

Dividend paid to non-controlling interests of the

w2 BB subsidiaries in Indonesia and Middle East 37
ENRERFEFHUEEZZRE Dividend paid to shareholders and 414

non-controlling interests

B REEBREETEMEE1,1008
BT e

a4

G 73R F 2 A

From distribution of previous years’ profits

HK$11 million was raised from the exercise of employee share
options during the period.
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GIORDANO INTERNATIONAL LIMITED

Treasury, Foreign Currency Risk and Cash
Management

e At the beginning of the year, the Group had outstanding
borrowings as follows:

(BEE®BT)

(HK$ million)

HTEX Loan in Japanese Yen 33
(KAAREFFEMR) ZETER Loan in US$ matched with RMB pledged deposits 299
HAREEEEZHAE Total Outstanding Borrowings 332

e REFHEECM2014FLFFR2EEE -

o MEFF BAMKETEREARE
BRFREY 228 BRARBET
Z 'R -

s HEERIFEHES
SRR -

HER BB/ T2 B

o RFNE AEEREBEABFA TINAINES
BUzReEREERFR

e  These borrowings were all repaid in the first half of 2014

o During the first half, we unwound the US dollar loan vs
RMB pledged deposits arrangement to eliminate RMB/HKD
exchange risk.

e The Japanese Yen loan was also settled, eliminating any
JPY/HKD exchange risk.

e At the beginning of the year, the Group had cash balances and
time deposits held in foreign currencies in Hong Kong as follows:

(BEE®BT)

(HK$ million)

ANEHRETERZ AREER RMB deposits pledged against US dollar loan 311

EmAREIRe NTERTFR Other RMB cash and time deposits 146
R2013F12A3IHEEBRE NG HE Total Foreign Currency Held in HK at

December 31, 2013 457

o HMEXATL - MEEXTEREARBEMRT
RECH 2 ) HRARS/BITZELRR -

e M2014F6H30F AEERNFELEH
BRATT/ETHIERER LES
RE#HGHREBRET LEARE DR
BEEEE AR UBRBEARBEN

15
5.7

H A °

2 0 1 4 & & #H

° As stated above, the unwinding of the US dollar loan vs RMB
pledged deposits mechanism has eliminated the RMB/HKD
exchange risk.

e As at June 30, 2014 the Group holds no non-HKD/USD cash or
time deposits in Hong Kong and has converted previous balances
to Hong Kong dollars. A small amount of RMB is kept for working
capital purposes to settle payables in RMB.
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GIORDANO INTERNATIONAL LIMITED

The Group makes substantial purchases of goods in Mainland
China, for re-sale outside Mainland China. The Group sells these
products to subsidiaries and affiliates in Hong Kong dollars.
In order to mitigate the RMB/HKD exchange risk on these
transactions, the Group enters into forward contracts to hedge
these transactions with a fixed RMB/HKD exchange rate. These
contracts are based on twelve months purchases going forward
and aim to cover approximately 70% of the relevant transactions.
In the event of significant RMB depreciation versus the HKD the
mechanism is capped, limiting any significant opportunity losses
from this mechanism.

As at June 30, 2014 the Group holds the following foreign
currency cash balances outside Hong Kong:

(BEE®BT)

(HK$ million)

PR K RE 2 ARME RMB in Mainland China 393
FThr{aE & R B 2 dh g AED in United Arab Emirates 80
REBZHAE TWD in Taiwan 47
ez HERE IDR in Indonesia 39
s 2 FonE T SGD in Singapore 32
DR Az HETHR SAR in Saudi Arabia 25
P 2 P MOP in Macau 15
BRPE TR 2 ARG R MYR in Malaysia 8
SR 2 SR IT AUD in Australia 7
T 2 Rk THB in Thailand 6
EBENFEZIEEE Total Foreign Currency Held Outside HK 652

AEBEZBRLSANBRBITE CHENA
REREBHB2RE  UHAKEZZ 5%
BolEL YR ZHABBET -

IR B
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AREBHFFRRERZEFRHBHEREEFR10.5F1
(20134 : H16.0/81(l) - RE &7 A1.65(F
BT o bR

s RBRYMEHMBETRERLEET UK
AEERENKRERSHERF -

s FAEERBITFEARBRALEEBTNR
EOEHTRROBE -

e EEEZGLARAINERBEAE
ARPEBEAKRT  BARARRITAER
RESYHRERNETRD ZLERE -

The Group’s policy is to hold cash in its subsidiaries sufficient to
cover the foreseeable cash requirements of the business, remitting
surplus funds to the Group where they will be converted to Hong
Kong dollars.

Interim Dividend

The Group has decided to pay an interim dividend of 10.5 HK
cents per share (2013: 16.0 HK cents per share). This represents
HK$165 million. This reflects:

e Strong free cash flow and working capital, together with
significant cash balances held by the Group.

e The policy of the Group to return surplus cash, that is not
required to develop or operate the business, to shareholders.

e  Management’s confidence that strong free cash flow can be
maintained in the short to medium term and that sufficient
funds are retained in the business to invest in the long term
future of the Company.
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£ /A R EBKBRAFR 2 F

Al = R W

REAFEEHFF ZHEARRAEETERINE
2 REMFHBERE RETHREZBLHEER
TR KEZREEZBEFARME EXE(2¥
£ PRPENAAERGRERER  HERA
MEENXEIAREYE - HAEH EFRLERAR
(MEXR)GETHFEHFE - BRAXOEHE
REBTZRBRABRY  EHER mHEHEk
EHERERBNE  SEAFETHFHRGRA
MEENR T ZEBRIE - R2014F 5 EHE
REEEEINATER:

1. FEKRE
s ARHMEBTEAEEMHAS  BH
RBATMEZ G OB BB EFETI
A BURPITER AT L P T 3 E B K E
THE LESENBHEFREZES
EEREHEZGER - BEmREMSE
o ARP B AR EEREE (AT
HEFIMHERBMFTRARER) HEE

W B TR -

mEERDBMARTERELE 2
KB o LA BRI M R E A [ 2]
AR | s B AR - AR IR AT AT A
[EERUENAEEREAEENM] -

s Z
i)
22

e HERAEHZrBEREZEBEIE
BEREEE BARMLERINZ
EREFHRZE -RTEE  RMAG
ERELCLEER TRE B
BREMZEIES - iR RM%

A HEATREE S o R - RMFEB
BN BREERE RNEBRER
& H13EE4H o

e HMEREmMEZBHETHHEL
Beau Mondefm & + W8 — =&
MEEH - BRIRL  LtGRBEER
- BEREREFBESNBERTS
Ef o BMBEEELLRE B
¥ M 1E20154F i B B 12100 & 4
RIFLEE -

2 0 1 4 & B B B &

GIORDANO INTERNATIONAL LIMITED

OUTLOOK AND STRATEGY

In the first half of the year, a number of factors have adversely impacted
the Group. A poor Chinese New Year, difficult macro-economic
conditions in South East Asia, increased intensity of competition from
global brands, the impact of changing currency exchange rates and
short term obstacles to growth in Saudi Arabia, have contributed to a
significant decline in profitability. We expect some of these factors (i.e.
currency) to slowly ease in the second half of the year. We are starting
to see traction in some of our strategy execution in Mainland China and
expect to see moderate improvements in merchandising, marketing
and portfolio development start to soften this profitability downturn in
the second half of the year. Management will continue to focus on the
following key objectives for the second half of 2014:

1. Mainland China

As we re-shape the store portfolio in Mainland China,
closing unprofitable stores and upgrading other key stores
through renovation, we expect to see our same store sales
gradually improve. Volume is likely to decline as a result
of store closures and a slower Mainland China economy
although healthier same store sales figures, particularly with
franchisees should see gradual recovery in overall brand sales
as well.

Key to our strategy in Mainland China is the development
of a multi-brand approach. This will help differentiate our
brand from other “casualwear” brands and will also enable
us to “get the right merchandise in the right place at the right
price”.

The development of separate Men’'s and Women’s
counters in department stores is slow, as we still have
limitation to our product range offerings in the functional
women’s line. During the second half, we will complete
the development of a women’s basic range. Once this
is done then the roll out of new women’s stores will
continue. We had a total of 47 stores at period end.
Meanwhile we are starting to establish Giordano Men
counters, with a total of 13 stores at period end.

We have launched the Beau Monde brand in
hypermarkets in southern China with 11 stores opened
in the second quarter. So far this brand is profitable but
less so than the main Giordano hypermarket stores that
they replaced. Work is ongoing to fine tune the brand
and we remain optimistic that we can reach the target of
100 shops by 2015.

47



1

48

AR E BB R 227

e TLOHMBEMEEITEE - KM
& B IEF IE X & FRGiordano
Junior > BB HBSXEITF 4 - I
R Z R R IR AE M B > 5 4 o
AP P FE kb [ B B U T R
R -RAFHEREEMED
KPKIE 1% 2 B B A R HGiordano
GoldZ HBHEHEM - &AM D
B M HE R REula B E g
R E=Z=EEmM s AEAFH
oo b qlt 5 B2 BA B 22015468 B 4 8
ETZERERTE -

BB BEERMBESHERZRE  TE
RFRIEFAMBEZRFE S - NEH
MEENHBRHAGEB IO Z2X
BONEBREYMEHETS REH
BIFTatE B IR AR - AR
MAREBHRLDENEREH RN E
MEKREFERBEZMEEIE NG
Bi e M AMAENDERBERBEANRTE
B URENBERZAMNE D
MERJE 2 EF X E Mz F 18 m2.21E
Boghe

BRPEERTEBLREERBLBH
BAR - BA RAELTERRHHE]
HPEREH2ELEE - RAEAR
FIE A& B 3001E 42wt - Uk B 4B R 5
MHEZER - BAIALL - WREZHE
REEH - ERMBREBINAFI - =2
BHREBZRHE -

GIORDANO INTERNATIONAL LIMITED

e A number of other brands are being re-shaped. Giordano
Junior is now being gradually extended through shop in
shop initiatives. BSX has been upgraded and a number
of stores in poor locations have been closed. We will
be testing this new brand image in southern China.
Giordano Gold, offers a premium product range that
will be launched in selected department stores later
this year. We will also roll out an experimental women’s
brand, Eula, which will be a premium brand launched in
the third quarter in Western China in department stores.
These brand developments are unlikely to impact sales
significantly until 2015.

The development of our Approved Distributor channel has
been ongoing and focuses on improving the profitability
of our franchisees. The Group assists key distributors
with merchandising support and we are also encouraging
and subsidizing marketing activities and store renovation
programs to uplift the brand. As we are reducing subsidies
for loss making shops significantly, we will also be increasing
rebates to those franchisees who achieve year on year
growth. We have also been carefully managing product mix
and pricing to improve the profitability of franchise operations
and as a result gross margin for the franchisee has increased
by 2.2 percentage points.

We will continue to develop e-partnerships with virtual
shopping malls in China. At present, we are rolling out “in
store terminals” to drive online sales at our physical shops.
We aim to have 300 of these terminals by the end of the
year which will expand the range of products available in the
store. So far sales from this channel are sluggish but we will
extend training to store operatives to expand the number of
transactions that will go through this channel.
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GIORDANO INTERNATIONAL LIMITED

2. Other Greater China Markets

In Taiwan, we have been developing localized products and
this has proved successful in the second quarter. We are
continuing with this approach, together with local cross over
programs and we expect this to lead to modest sales growth
going forward.

In Hong Kong, we continue to develop the brand and have
opened a new 600 square metre “Concepts Store” in Macau.
In the shop, different brands are presented in different
zones, each with their own ambience, a “mini-department
store” layout. The store situated next to other international
brands. We believe this kind of store format will enhance our
attractiveness to shopping centre landlords in Hong Kong
and Macau. Despite this, sales in Hong Kong continue to
be sluggish and we will look to prudently manage costs,
inventory and merchandising to protect the profitability of the
business in this market.

3. Other Asia Pacific

In Singapore, we are currently re-merchandising the market.
This involves significant discounting and promotions to clear
excess inventory and broken sizes. We expect Singapore’s
gross margin performance to improve in the fourth quarter as
these initiatives start to bear fruit.

In South East Asia’s developing markets such as Thailand,
Malaysia, Indonesia and Indo China, we will continue to add
stores as we expand our footprint into the regions second
and third tier cities. Our success in these markets has been
very much driven by a “first mover advantage” which we will
continue to exploit. This can be seen with new, international
standard stores in Ho Chi Minh City, Hanoi and Phnom Penh
that we have opened this year. Conversely in first tier cities
in these markets, we will increase operational excellence in
merchandising and marketing to compete more effectively
with incoming international brands.
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GIORDANO INTERNATIONAL LIMITED

4. Middle East

In the Middle East, sales growth has been sluggish both in
Saudi Arabia and UAE with declining sales in local wholesale
markets due to political instability. We expect the UAE to
remain to be a challenging market with steady growth but
with intense competition. We will continue to improve our
operational effectiveness in response.

In Saudi Arabia, we continue to grow our portfolio, opening
shops despite poor comparative same store sales, as we
believe that this market will generate strong growth in the
future. One off events have depressed sales growth, such as
last year’s campaign to repatriate undocumented workers,
the Middle East Respiratory Syndrome epidemic which
is ongoing, and significant reductions in pilgrims due to
construction work at the Holy Sites which will continue to
2015. We believe that Saudi Arabia will be a key market for us
in the future with significant increases in tourism, pilgrims and
economic growth in general.

5. Inventory Control and Reduction

The Group will continue to improve the supply chain
strategy. Inventory management in the first half was strong
with relatively low days of inventory in most markets. We
will continue to push this though, to test the “lower limit” of
inventory in different markets. Controls over purchases are
being tightened to reduce inventory further. Low inventory
enables merchandise which is fresh and seasonally relevant
and helps to strengthen margins as less discounting is
needed to clear “overbought” stock items.
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GIORDANO INTERNATIONAL LIMITED

HUMAN RESOURCES

On June 30, 2014, the Group had approximately 8,100 employees
(December 31, 2013: 8,200). The Group offers competitive
remuneration packages and generous, goal-oriented bonuses targeted
to different levels of staff. Senior managers are also offered generous
performance-based bonus schemes and share options as a means for
the Group to reward and retain a high calibre leadership team. We also
invest heavily in training in sales and customer service, management,
planning and leadership development to retain a skilled and motivated
workforce.

Fast Track Management Trainee Scheme

We have established a Fast Track Management Trainee scheme
in Hong Kong, designed to develop managers who can take up
responsibility across our global operations. This scheme will take high
quality graduates from a wide variety of backgrounds and will aim
to equip them quickly with a range of skills and experience that will
enable them to contribute significantly to the future of the Group. This
will enable the Group to realize opportunities to develop our business
globally, both in existing markets and those areas where we will expand
in the future.
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mevexE ML E P EREIE KR Summary of total sales, comparable store sales

FAmREMRT-—IETE growth and store development by market
M ERE A L BP9 8 S 5
Total sales’ Comparable store sales?
s -2 ¥ e -3 E¥F
BHEHR Summary by market First Half  First Half %5 First Half  First Half
(X BEETTREN) (In HK$ millions) 2014 2013  Variance 2014 2013
e N 17 Mainland China 773 854 (9%) (5%) (7%)
BB Hong Kong 470 500 (6%) (6%) 2%
=0 Taiwan 316 340 (7%) (4%) (6%)
s Singapore 162 191 (15%) (13%) (5%)
EIfE Indonesia 197 203 (3%) (2%) 19%
ikt Malaysia 104 117 (11%) (10%) 5%
B Thailand 102 112 (9%) (10%) 14%
BN Australia 52 73 (29%) (17%) (9%)
EE India 12 13 (8%) (3%) 24%
fo] B UAE 124 118 5% 1% (5%)
g SO EvAl= Saudi Arabia 157 150 5% (3%) (1%)
R E bt [= Other Middle East regions 25 29 (14%) (9%) (6%)
ZERDHEE Retail & Distribution total 2,494 2,700 (8%) (6%) (2%)

mEININEEJE 2 #H B & Wholesale sales to overseas

EH A franchisees & others 178 141 26% #F¥/Flat (1%)
BB Group total 2,672 2,841 (6%) (4%) (2%)

! BHERIEA S TERERFINEE B HERTE (I TFHEEFE) -
Total Sales are total retail sales in self-operated stores and total wholesale sales to franchisees, translated at average exchange rates.

2 B ERPIT i ERRIE B & 2/ &2 BEFTH R FEES mIEHERE (IKEFEESE) -
Comparable Store Sales are total brand sales, at constant exchange rates, from existing stores and e-shop that have been opened/operated in the prior
period.
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201456 A 201312 A 2013546 A
FAmEE  R» Number of outlets as at Jun 2014 Dec 2013 Jun 2013
K e Mainland China 1,066 1,161 1,178
B Hong Kong 83 88 83
=0 Taiwan 199 201 204
rohns Singapore 48 52 52
Efe Indonesia 193 179 151
BRF T Malaysia 90 87 84
ZxE Thailand 135 133 120
B Australia 27 32 33
ENE India 61 65 66
Fr] B 78 UAE 43 44 43
PAESTOEVR(E Saudi Arabia 98 99 92
PR E M= Other Middle East regions 60 52 57
g South Korea 232 244 263
H A5 Other markets 218 205 196
EEA%E Group total 2,553 2,642 2,622
1% in b B B8 Review by Brand
HEH K nH H-Fyilk
Sales Operating profit Operating margin
F¥E ri f¥E rig E¥E b¥f
First Half  First Half %8  FirstHalf  First Half %8  FirstHalf  First Half 28
(HEEETBEN) (In HK$ millions) 2014 2013 Variance 2014 2013 Variance 2014 2013 Variance
Giordanof Glordano &

Giordano Junior Glordano Junior 2,160 2,380 (9%) 170 336 (49%) 1.9% 14.1% (62p/E2Y)
BSX BSX 93 107 (13%) 1 13 (46%) 1.5% 12.1% (46pp/BAEH)
Gioraano Ladlies Giordano Ladlies 190 180 6% 21 26 (19%) 11.1% 14.4% (B3pp/E2Y)
Efh Others 51 3 55% 7 5 40% 13.7% 15.2% (15pp/E2Y)
BERAHEE Retail & Distribution total 2,494 2,700 (8%) 205 380 (46%) 8.2% 141% (BIpp/ESE)

2014456 A 2013412 A 2013464
whik: 4= Number of outlets Jun 2014 Dec 2013 Jun 2013
Giordano J Giordano Junior Giordano & Giordano Junior 1,936 2,026 2,002
BSX BSX 64 71 83
Giordano Ladies Giordano Ladies 72 69 62
HAty Others 32 27 16
EERDHBTE Retail & Distribution total 2,104 2,193 2,163
2 0 1 4 & 4 B B & 53
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GIORDANO INTERNATIONAL LIMITED

UNAUDITED INTERIM RESULTS

The board of directors (the “Board”) of Giordano International Limited

@ )RAEM AT REMB AT (i [ARE  (the “Company”) is pleased to announce that the unaudited interim

B ) 8 2014568308 1L6ffl B R & EBEHZ 2 &
xS BEREFZUBRBETRLCEZBHANT

results of the Company and its subsidiaries (collectively, the “Group”)
for the six months ended June 30, 2014 along with comparative figures

m for the corresponding period and selected explanatory notes are as
follows:
& B8 & OF R B & CONDENSED CONSOLIDATED INCOME
STATEMENT
B Z6HA30A 618 A
Six months ended June 30
2014 2013
(B REFIS) - (In HK$ millions, bt (REEZ) (REEEZ)
UEEBETAEN) except earnings per share) Note (Unaudited) (Unaudited)
tHE R Sales 4 2,672 2,841
§H & B AR Cost of sales (1,107) (1,076)
EH Gross profit 1,565 1,765
oAb Y A K A Uk 2 Other income and other gains 33 53
DEE TR Distribution, administrative and
B & A other operating expenses (1,365) (1,392)
5 F Operating profit 5 233 426
BEER Finance expense 6 2) 2)
FEAE S RE 512 54 F Share of profit of jointly controlled 27 34
companies
FEAE — st R A m Share of profit of an associate 1 1
B 150 B A Profit before taxation 4 259 459
Tia Taxation 7 (59) (83)
B 3% R Profit for the period 200 376
JEAL & T - Profit attributable to:
VNN §=) Shareholders of the Company 174 340
I 122 Il 1 2 Non-controlling interests 26 36
200 376
KRB E B R F 2 Earnings per share for profit attributable
T &7 to shareholders of the Company 8
EARGEM) Basic (HK cents) 11.1 21.9
g CE) Diluted (HK cents) 11.0 21.6
f&% 2 Dividends 9(a) 165 249
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GIORDANO INTERNATIONAL LIMITED

HHEHEERER CONDENSED CONSOLIDATED STATEMENT
OF COMPREHENSIVE INCOME
B Z6H30H LL61E B
Six months ended June 30
2014 2013
Bz (REEZ) (Rig&EZ)
(A B EETREN) (In HK$ millions) Note (Unaudited) (Unaudited)
R Profit for the period 200 376
H iz 6 W= Other comprehensive income:
g RiEmKx CIEE ltems that may be reclassified to
profit or loss
AHESMEE Fair value change on available-for-sale 13 (4) (11)
NREZEE financial asset
RenEeEEHAREBEEE Fair value loss on cash flow hedge (5) -
BN EB AR - B QA - Exchange adjustment on translation of
HEEHIAE RS A A overseas subsidiaries, associate,
ME 7 EH AR jointly controlled entities and branches 4 (31)
HRAasalE Total comprehensive income
for the period 195 334
FEfh AR A W Total comprehensive income
attributable to:
A ERRE Shareholders of the Company 166 289
FEFE MR Non-controlling interests 29 45
195 334

01 4 & & H K &
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GIORDANO INTERNATIONAL LIMITED

EHEEEER CONSOLIDATED BALANCE SHEET
6H30H 12A31H
June 30 December 31
2014 2013
k2 (REER) (BEZ)
(X B EX T ABEN) (In HK$ millions) Note (Unaudited) (Audited)
&E ASSETS
kRBEE Non-current assets
M - B REE Property, plant and equipment 10 295 284
kS Gooduwill 11 535 535
HETH EHES BN RIE Leasehold land and rental prepayments 12 242 246
HEHESIAEE=R Interest in jointly controlled companies 547 539
—BE QTR Interest in an associate 6 5
AHEZEMEE Available-for-sale financial assets 13 10 14
REERZARBEERE Y Financial assets at fair value through
DEEE profit or loss 14 28 28
MEE® Rental deposits 148 153
RIETHIEE E Deferred tax assets 48 49
1,859 1,853
RBEE Current assets
BE Inventories 445 518
HE T MBS BN RIE Leasehold land and rental prepayments 12 45 44
JE Ui R 3k % L At U R Trade and other receivables 15 564 614
PmEemIT A Derivative financial instruments = 3
We MR1THEF Cash and bank balances 16 940 1,437
1,994 2,616
EERE Total assets 3,853 4,469
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GIORDANO INTERNATIONAL LIMITED

EHEEEEXR (E) CONSOLIDATED BALANCE SHEET (continued)
6H30H 12H31H
June 30 December 31
2014 2013
k2 (REER) (BEZ)
(X B EX T ABEN) (In HK$ millions) Note (Unaudited) (Audited)
EakEE EQUITY AND LIABILITIES
BAREE Capital and reserves
(&N Share capital 17 78 78
i) Reserves 2,656 2,642
R BB, Proposed dividends 9 165 376
VNN R Equity attributable to shareholders
of the Company 2,899 3,096
FE 172 ) 1 7 Non-controlling interests 147 153
B Total equity 3,046 3,249
FERBAE Non-current liabilities
HiREBAE Other long-term liabilities 102 102
EERIEEE Deferred tax liabilities 119 118
221 220
G R=Ri Current liabilities
JE 1 AR SR I H A JE 5 50 Trade and other payables 18 485 532
IRITER Bank loans 19 - 332
PTESmIA Derivative financial instruments 2 -
i1E Taxation 99 136
586 1,000
EE8E Total liabilities 807 1,220
EzbaEHaE Total equity and liabilities 3,853 4,469
FRBEE Net current assets 1,408 1,616
EEHBERRBAE Total assets less current liabilities 3,267 3,469

2 0 1 4 & B B B &

57



/3 n B A R 2 H GIORDANO INTERNATIONAL LIMITED

HHEHERBSER CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

rAARRELES
Attributable to shareholders of the Company

ThEE
REERAE
Ex ERE Available- FEmM
RERE fif for-sale E&
B&  BAB#%  Capital RHEE Share ENffE EMEE  financial REER Non- EHBE
(R45%) (HEEETAEN) Share Contributed redemption Share  options  Exchange Other asset  Retained A3t controlling Total
(Unaudited) ~ (In HKS millons) capital  surplus  reserve  premium  reserve  reserve  reserves  reserve profits Total  interests equity

Ho01451 1B
Balance at January 1, 2014 8 383 3 905 2 132 91 (5) 1,486 3,09 153 3,249

Bl
Profit for the period - - - - - - - - 174 174 26 200
LY ok
Qther comprehensive income:
-THESRERD B EY
- Fair value change on available-
for-sale financial asset - - - - - - - @ - ) - @
-RERSEHELER
- Fair value loss on cash flow hedge - - - - - - (5) - - (5) - (5)
-BIMEAR  BELE
ARBHAARA AT
HEVELSE
- Exchange adjustment on
translation of overseas
subsidiaries, associate,
jointly controlled entities
and branches - - - - - 1 - - - 1 3 4

EEaclien
Total comprehensive income - - - - - 1 (5) @ 174 166 29 195

ARG -
Transactions with owners:
B2
Share option scheme
-RRBRENETIRG
- Shares issued upon exercise
of share options - - - 11 2 - - - 2 11 - 11
-BREER
- Share option expense - - - - 3 - - - - 3 - 3
ARAFAALE
Capital contribution by non-controling
interests
FEHEERRS
Dividends to non-controling interests - - - - - - - - - - (37) (37)
0135 RBRE 290
2013 final dividends (note 9(b)) - - - - - - - - (377) (377) - (377)

KRTREARRAALT
EBADREE
Total contributions by and
distributions to owners
of the Company - - - 1 1 - - - (379) (363) (35) (398)
HEEERS
Total transactions with owners - - - 11 1 - - - (375) (363) (35) (398)

R2014%6A30R
At June 30, 2014 8 383 3 916 % 133 86 9) 1,285 2,899 147 3,046

58 INTERIM REPORT 2014



® A % B B F R

N

RSO EREB R (A)

2013F Z Lk BN F U T

GIORDANO INTERNATIONAL LIMITED

CONDENSED CONSOLIDATED STATEMENT OF

CHANGES IN EQUITY (continued)

The comparative figures for 2013 are set out as follows:

ARARRE GRS
Attributable to shareholders of the Company

(48 (WEEETEEN)
(Unaudited)  (In HKS millions)

s
Share
capital

N
Contributed
surplus

2
BOGEE
Capital
redemption
reserve

Bl
g \
FHEE Shae  EREE  HfrEk
Share options  Exchange Other
premium reserve reserve  reserves

THEZ
BEERE
Avallable-
for-sale
financial
asset
reserve

it
Retained
profits

ol
Total

eal
&
Non-
controlling
interests

RO01BE1 AR+ 2RI 2T
Balance at January 1, 2013,

s previously reported
EHHEEE - RAHKASI9 (B
Change in accounting policy - adoption

of HKAS 19 (Revised)

n

383

808 Al 143 30

20131 218 (E7))

Balance at January 1, 2013, as restated

B
Profit for the period
Airaka:
Other comprehensive income:
~THESREEN B EY
- Fair value change on available-
for-sale financial asset

-BMBLE BEAE
REEHAARAAH
BE7ENAE

- Exchange adjustment on
translation of overseas
subsidiaries, associate,
jointly controlled entities
and branches

- _ (40) -

(40)

& i3
%ﬁé%ﬁ

Total comprehensive income

HEERS:

Transactions with owners;

Ik E]

Transfer between reserves

ELGHE

Share option scheme
-RirEERENE T R
- Shares issued upon exercise

of share options

-BREER
- Share option expense

Frs RS

Dividends to non-controling interests

15 RBRE MY

2012 final dividends (note 9b))

65 - - -

4

(36)

12013464308
At June 30, 2013

2 0 1 4 & Hh #B W
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GIORDANO INTERNATIONAL LIMITED

EHEERER CONSOLIDATED CASH FLOW STATEMENT
B Z6H30A 618 A
Six months ended June 30
2014 2013
bt (REEZR) (lEEZ)
(KEEETREN) (In HK$ millions) Note (Unaudited) (Unaudited)
REEK: Operating activities:
R B0 B Profit before taxation 259 459
. Adjustments for:
JE 4G FE R4 51 A R) % Share of profit of jointly controlled
companies (27) (34)
JEAG — Bt 2 Rl Share of profit of an associate (1) (1)
HETH REEIEN Amortization of leasehold land
FRIB 35 and rental prepayments 12 28 22
MEWA Interest income (11) (12)
e Depreciation 5 70 61
HEMERBEELH Net gain on disposal of property
2 0F W A and leasehold land 5 (5)
RITERH B Interest on bank loans 2 2
EREER Share option expense 3 4
[E 5 3% Exchange difference (1) (21)
LEES  MERBIEZSA Operating cash inflow before changes 317 480
ZIEERBRA in working capital, interest and tax
BT8R/ (Em) Decrease/(increase) in inventories 73 (42)
JE LS AR SR % H A R 2 R Decrease in trade and other receivables 66 47
JRE <8 BR 3 R EAth JE AT B2 R Decrease in trade and other payables (47) (71)
KEFRSFEELE RS Cash generated from operations 409 414
EAHE Interest paid (2) ©2)
BEREAEFEM Hong Kong profits tax paid (5) 27)
B8N Overseas tax paid (89) (66)
REEKCEERARE Net cash inflow from operating activities 313 319
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GIORDANO INTERNATIONAL LIMITED

CONSOLIDATED CASH FLOW STATEMENT

(continued)
HZ6H30H LL61E A
Six months ended June 30
2014 2013
k=3 (REEZR) (&sE%z)
(KEEETAEN) (In HK$ millions) Note (Unaudited) (Unaudited)
REFEK: Investing activities:
EEWE  HBILEE Purchase of property, plant and equipment 70 (81) (55)
FAE 3 M A & F8 4 A Z 10 Increase in leasehold land and rental
prepayments 12 (21) (31)
MERE 21EM Increase in rental deposits (11) 9)
HEMERBELHZ WA Proceeds from disposal of property
and leasehold land 6 -
HRITE BT Zm D Decrease in bank time deposits 12 448
2 A B Interest received 11 12
=R VNG SN Dividends received from jointly controlled
companies 37 -
Bl —HE R F R E Dividends received from an associate - 1
BREEBZ2HE (RE)/ Net cash (outflow)/inflow
RAFE from investing activities (47) 366
AE K Financing activities:
BITIRAFTISEIE Proceeds from issue of share capital 11 66
B FETE ) A s 4 Capital injection to a subsidiary
MEBARREE from a non-controlling interest 2 -
2T FE 12 ) 1 A s IR R Dividends paid to non-controlling interests (37) (107)
EARE Dividends paid (377) (390)
EEEITER Repayments of bank loans (333) -
MEXEKESRHBE Net cash outflow from financing activities (734) (431)
HeRBEEEEZ (Decrease)/increase in cash
OGR4 /48 n and cash equivalents (468) 254
FHNRSRBEEEE Cash and cash equivalents at
®F the beginning of the year 1,232 872
HeRBRSEENEESR Effect of foreign exchange rate changes
BEoTE on cash and cash equivalents (12) 2
FREASKRBEESSEE Cash and cash equivalents at the end
& of the year 16 752 1,128
RERALEEET ANALYSIS OF BALANCES OF CASH
23 AND CASH EQUIVALENTS
Re RBITHET Cash and bank balances 16 940 1,320
B R AR =E A EEIHE Less: Bank deposits with maturity
ZIR1TE BTN over three months (188) (192)
752 1,128
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34 [FHHBBREINREERERIMA
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B 45 B GEBA AN b R AR B A% 2 fE R A OF R BB
BHRENEEBLAEMN HARKEERZEH
A& GFh BRBT 75 3k R B 201468 F14H &
EETEA-

ARG EZ2ERAHP R HRRAR
201B3F FEM MK —(HHE - 2013F
FEMBRRDIERE LM B RS EA
([HKFRS]) R &L -

RN AKCEZ2ERAMFP BT B RE
FTRRBZEeRRMFEAFFERGRES
2013F12 A1 AIEFE 2 B MERAMAIER

2014%F 12 A31H FE M8 £ K 2 1E5THKFRS
WHENAREE 2 AHPBERRELERTE -

A BB ERRREBFELRNE
AR E T IAGHR

88 B A A AR rp B AR B R A e 18 B B
AEEBRHAGHAREEREATE -

GIORDANO INTERNATIONAL LIMITED

NOTES TO THE CONDENSED FINANCIAL
STATEMENTS

BASIS OF PREPARATION

These unaudited condensed consolidated interim financial
statements have been prepared in accordance with Hong Kong
Accounting Standard (“HKAS”) 34 “Interim Financial Reporting”
issued by the Hong Kong Institute of Certified Public Accountants,
and the applicable requirements of Appendix 16 of the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited.

These unaudited condensed consolidated interim financial
statements are presented in million of units of Hong Kong dollars,
unless otherwise stated. These unaudited condensed consolidated
interim financial statements were approved for issue by the Board
of Directors on August 14, 2014.

These unaudited condensed interim financial statements should
be read in conjunction with the 2013 annual financial statements,
which have been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRS’).

The accounting policies and methods of computation used in
the preparation of these unaudited condensed interim financial
statements are consistent with those used in the annual financial
statements for the year ended December 31, 2013.

Amendments to HKFRSs effective for the financial year ending
December 31, 2014 are not expected to have a material impact on
the Group’s consolidated financial statements.

Taxes on income in the interim periods are accrued using the tax
rate that would be applicable to expected total annual earnings.

There are no other amended standards or interpretations that

are effective for the first time for this interim period that could be
expected to have a material impact on this Group.
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M2014F6A30H WA R EFEZ S
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BB ABIE) - AR ETIRIEHKFRS
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GIORDANO INTERNATIONAL LIMITED

2. FINANCIAL RISK MANAGEMENT

2.1

2.2

2.3

Financial risk factors

The Group’s activities expose it to variety of financial risks:
market risk (including currency risk, cash flow interest rate
risk and price risk), credit risk and liquidity risk.

The condensed consolidated interim financial statements
do not include all financial risk management information
and disclosures required in the annual financial statements,
and should be read in conjunction with the Group’s annual
financial statements as at December 31, 2013.

Risk management is carried out by senior management
of the Group. During the period, there were no transfer of
assets between the levels in the fair value hierarchy and there
were no significant changes in the business or economic
circumstances that affect the fair value of the Group’s
financial assets and financial liabilities. In 2014, there was no
reclassification of financial assets.

Liquidity risk

Compared to year end, there was no material change in
the contractual undiscounted cash out flows for financial
liabilities. All contractual financial liabilities are due within one
year.

Fair value estimation

The financial assets that are measured at fair value at
June 30, 2014 are the available-for-sale financial assets
(Note 13) and financial assets at fair value through profit or
loss (Note 14). The fair value of financial assets at fair value
through profit or loss is determined using inputs that are
not based on observable market data (unobservable inputs),
which is categorized as Level 3 under the fair value hierarchy
pursuant to HKFRS 7. The fair value of available-for-sale
financial asset is determined using quoted prices (unadjusted)
in active markets for identical asset, which is categorized as
Level 1 under the fair value hierarchy pursuant to HKFRS 7.

For Level 3 fair value assessment, the Group engaged
professional valuation firm at year end to assess the fair
value. The inputs and assumptions used in the valuation are
discussed among the valuation firm and management.
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GIORDANO INTERNATIONAL LIMITED

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

The preparation of these condensed consolidated interim financial
statements requires management to make judgements, estimates
and assumptions that affect the application of accounting policies
and the reported amounts of assets and liabilities, income and
expense. Actual results may differ from these estimates.

In preparing these condensed consolidated interim financial
statements, the significant judgements made by management
in applying the Group’s accounting policies and the key source
of estimation uncertainty were the same as those that applied
to the consolidated financial statements for the year ended
December 31, 2013.

OPERATING SEGMENTS

The Group determines its operating segments based on the
reports reviewed by the chief operating decision-makers who
make strategic decisions.

There are two major business segments, namely Retail and
Distribution and Wholesale sales to overseas franchisees. The
chief operating decision-makers assess the business of the Retail
and Distribution segment from both a geographic location and
a brand perspective. From a geographic perspective, the Retail
and Distribution segment comprised of retail and franchise sales
in Mainland China and Middle East, retail sales in Hong Kong and
Taiwan and Rest of Asia Pacific. From a brand perspective, the
Retail and Distribution segment is sub-divided into Giordano &
Giordano Junior, Giordano Ladies, BSX and Others.

Segment profit represents the profit earned by each segment
before exceptional gains, finance cost, tax and share of profit
of jointly controlled companies and associate. This is the
measurement basis reported to the chief operating decision-
makers for the purpose of resource allocation and assessment of
segment performance.
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GIORDANO INTERNATIONAL LIMITED

BIESI (8) OPERATING SEGMENTS (continued)
WREEDEE D AEBZHERELKS An analysis of the Group’s reportable segment sales and operating
SRIEHE DT profit by geographical location is as follows:
EHZ6A30H LL6fA A
Six months ended June 30
2014 2013
HEE gERd HEE  HERA
Operating Operating
(N EEBTAEN) (In HK$ millons) Sales profit Sales profit
HEARE Mainland China 773 30 854 75
EhRkakE Hong Kong and Taiwan 786 54 840 110
TAAMMBE Rest of Asia Pacific 629 69 709 137
FRIE Middle East 306 52 207 58
ZERDHAT Total Retail and Distribution 2,494 205 2,700 380
BEAAHEETEIMNED Wholesale sales to overseas franchisees 178 25 141 16
PEHE/LEEF Segment sales/operating profit 2,672 230 2,841 396
B Corporate function 3 30
HEER Finance expense @ )
JEE £FEHIA Share of profit of jointly controlled
ki) companies 27 34
ElE-BEAFEN Share of profit of an associate 1 1
BB AR R Profit before taxation 259 459

1
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GIORDANO INTERNATIONAL LIMITED

OPERATING SEGMENTS (continued)

Further analysis of the Retail and Distribution business by brand is
as follows:

B Z6A30RL6fHR
Six months ended June 30
2014 2013
HEE LERA HEE  EEEN
Operating Operating
(WEEZETAEN) (In HKS millions) Sales profit Sales profit
il By brand:
Giordano & Gioraano Junior Giordano & Gilordano Junior 2,160 170 2,380 336
Giordano Ladlies Giordano Ladies 190 21 180 26
BSX BSX 93 7 107 13
Aty Others 51 7 33 5
ZERDHAT Total Retail and Distribution 2,494 205 2,700 380

RARHRES  ERBBHEIINEPZBA B
6.481Z L (2013F : 6.4118/8 L) » ERHEH
KEHIINEFE 2 A BT 73 7T (20134 -
854 L)  MANEMBIREINER 2 A
A12 511878 7T (20134 : 13.46(8#87T) -

DER 2 2 W A4.7218 %8 7T (20134 : 5.721%
BIL)ETEHEH -

meEmr

geEmMe (FR) /A TIIEE

The entity is domiciled in Hong Kong. The revenue from external
customers in Hong Kong is HK$648 million (2013: HK$641 million),
Mainland China is HK$773 million (2013: HK$854 million) and
the total revenue from external customers from other countries is
HK$1,251 million (2013: HK$1,346 million).

Inter-segment sales of HK$472 million (2013: HK$572 million) has
been eliminated upon consolidation.

OPERATING PROFIT
The operating profit is stated after (charging)/crediting:

B Z6H30H LL6fE A
Six months ended June 30
(U BEEETRER) (In HK$ millions) 2014 2013
AEL BN FKE Amortization of leasehold land
B prepayments (4) (4)
ME - HER Depreciation of property,
BENE plant and equipment (70) 61)
HEME - M REE Net gain on disposal of property,
2 F W plant and equipment 5 -
REFTEEHER Reversal for obsolete inventory
FERMD and inventory write-off 5 2
T IE (BT HE)/M Net exchange (losses)/gains (15) 13
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GIORDANO INTERNATIONAL LIMITED

Eﬂﬁﬁ}fﬁ FINANCE EXPENSE
HZ6H30H 1L6{E A
Six months ended June 30
(A EE TAEN) (In HK$ millions) 2014 2013
RITERF A Interest on bank loans 2 2

BiiE

EEFESHERIEEHE2014F6 A30A8 1b
618 A =z & 51 B &R B s 7 1£16.5% (20134 -
16.5%) Z B Rt E o JFHNEIE Ty E B 510%
WEEAZ REFHE -

TAXATION

Hong Kong profits tax is calculated at the rate of 16.5% (2013:
16.5%) on the estimated assessable profits for the six months
ended June 30, 2014. Overseas taxation is calculated at the rates
applicable in the respective jurisdictions.

B Z6H30H LL6fE A
Six months ended June 30
(U BEEETRER) (In HK$ millions) 2014 2013
%A Income tax
AEB B HRIE Current income tax
—BENER — Hong Kong profits tax 10 14
— B AL - Outside Hong Kong 32 63
—BRF R - Withholding tax on
HREZH A A distribution from
Z Al D B 1A subsidiaries and
a jointly controlled
company 18 4
BAYHEEEREG Over provision in prior periods
—FENER - Hong Kong profits tax - (5)
60 76
EERE Deferred tax
BRREEEEE 2 Relating to the origination and
PTHEREE reversal of temporary
differences (1) 7
HEXH Taxation charge 59 83

IR TE S A Z20149F6 A30H (E61E A &
FEE(R B D B M B HERZE & A 7 Z &5k
FRIE7008 78 7T (20134 : Q00&E B TT) ° UL JE
EHBE QR REEERZES AR ZHESH
HFE (R B N E) M B HEREIEHIA R ZEF
REREEHFIBERAIEE -

14 F 5 B K &

This charge excludes the share of associate and jointly controlled
companies’ taxation for the six months ended June 30, 2014 of
HK$7 million (2013: HK$9 million). The share of the income tax
expenses of associate and jointly controlled companies is netted
off with the share of profits of associate and jointly controlled
companies in the condensed consolidated income statement.
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8. BREF
A RS B R T R A PO S 2 AR LA
58 BE PN 741875 7T (2013%F  3.4(887T)
He -

BREXBAMNDIZE E2014F6H30H
t6fE B R E 817 (B 2 o #EF 35 IR &
1,568,477,877h% (20134 : 1,550,469,203% )
FRBEERFIIZE E£2014F6A30H
IF61E B AE BT M 2 NEFH K&
1,568,477,877/% (20134 : 1,550,469,203/% )
NEBREREARGBERESEEEZATER
AFEERESETEMBIT RO ZINEF
I #4,812,2100% (20134 : 23,238,0634%)

GIORDANO INTERNATIONAL LIMITED

EARNINGS PER SHARE

The calculations of basic and diluted earnings per share are based
on the consolidated profit attributable to shareholders of the
Company for the period of HK$174 million (2013: HK$340 million).

The basic earnings per share is based on the weighted average
of 1,568,477,877 shares (2013: 1,550,469,203 shares) in issue
during the six months ended June 30, 2014.

The diluted earnings per share is based on shares 1,568,477,877
(2013: 1,550,469,203 shares) which is the weighted average
number of shares in issue during the six months ended June
30, 2014 plus the weighted average of 4,812,210 shares (2013:
23,238,063 shares) deemed to be issued if all outstanding share
options granted under the share option scheme of the Company

HE o had been exercised.
9. Hﬁ',%\ DIVIDENDS
(a) AHEFRAHIRR B - (@) Interim dividends attributable to the period:
H Z6HA30H 1L61E A
Six months ended June 30
(X BE#TRENN) (In HK$ millions) 2014 2013
REERRSEMZ Interim dividend declared after
FHERRR B balance sheet date of
FH10.581 10.5 HK cents
(20134 : THx16.0/1U) (2013: 16.0 HK cents)
per share 165 249

R2014F8A14HEBTT EEEgR L &
EIREE P EIIR B EA10.5/8 1 o Lt IB KR AR
EEFAEEATERRAEE-

b)) BRE—FE IRAHNEBRIKE

At the board meeting held on August 14, 2014, the directors
declared interim dividends of 10.5 HK cents per share. These
proposed dividends have not been recognized as a liability at the
balance sheet date.

(b) Dividends attributable to the previous year, approved and

mR% & - paid during the period:
HZE6H30R 618 A
Six months ended June 30
(X BEE TAEN) (In HK$ millions) 2014 2013
BHE RIRE 2 2013 final dividend approved
2013F RHEIM B and paid of 24.0 HK cents
FH24.05 10 (2012: 25.0 HK cents)
(20124 : §AR25.0/81L) per share 377 390
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GIORDANO INTERNATIONAL LIMITED

10. PROPERTY, PLANT AND EQUIPMENT

B Z6H30R #=12A31H

1E61E B IEFE

Six months Year ended

ended June 30 December 31

(A FEE T REN) (In HK$ millions) 2014 2013
B 2 R FE Opening net book value 284 267
HmEZER Translation difference - (9)
NE Additions 81 156
e Depreciation (70) (128)
& Disposals = 2)
IR BREFE Closing net book value 295 284

1. 5E 11. GOODWILL

BIZ6HA30H #H=E12H31H

1E61E A LEFE

Six months Year ended

ended June 30 December 31

(KB EE TRENN) (In HK$ millions) 2014 2013

BRI R BAR 2 Opening and closing
BREFAE net book value 535 535
12, HE+ W REASLERNEE 12. LEASEHOLD LAND AND RENTAL PREPAYMENTS
&it
Total

RELH ¢ HZ6A30A HZE12731R

BFE  AGRE 16f8 A IFE

Leasehold land Rental ~ Sixmonths  Year ended

prepayments prepayments ended June 30  December 31

(HEE#TAESN) (In HK$ millons) 2014 2014 2014 2013
B REFE Opening net book value 184 106 290 300
hEEE Tranglation difference (1) 6 5 -
AE Additions - 21 21 56
B Amortization (4) (24) (28) (66)
e Disposals (1) - 1) -

BRzEmTE Closing net book value 178 109 287 290
ki Current portion ) (40) (45) (44)

=3k Long-term portion 173 69 242 246

2

01 4 5 F B K %
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GIORDANO INTERNATIONAL LIMITED

13. AVAILABLE-FOR-SALE FINANCIAL ASSETS

BZ6H30H #HZ=12A31H

1E61E B IEFE

Six months Year ended

ended June 30 December 31

(K BEETREN) (In HK$ millions) 2014 2013

/N =] Opening fair value 14 24
DREZES Change in fair value transfer

EAHEZ to available-for-sale
TREERB financial assets reserve 4) (10)
BHRzZARE Closing fair value 10 14

R2014F6A30H ' AIHEZSMEERRA
FEIRERG.46% 2 1S - ZEERNBLEE -
AERIRENKRBUEEYS  EEENEZE
HEmZ— -

MR2014F6A30H AR EZEMEEZA
AERBEBEESHARSMAR AR ZKE
BTE pEAE M-

RESKREAFEREZEMEE

R2008F6A27H » ARFFIVESH:EHE
Placita Holdings Limited ([Placita]) 21.0%7&
o IBIRZ I - 82T 26,055,4400% & i Ak
REAREFEEH T30.0% 2 BT 2RAD
= 371 18 /56,055,440 Placitaz 1B 5L i ([ &
FRR]) ol EFAMBETARRELERZ
ok B -

14.

As at June 30, 2014, available-for-sale financial assets
represented 6.46% interest in Speedy and is denominated in Hong
Kong dollars. Speedy engaged in garment manufacturing business
and is one of the key suppliers of the Group.

As at June 30, 2014, the fair value of the available-for-sale
financial asset is determined using its quoted price on The Stock
Exchange of Hong Kong Limited which is categorised as Level 1.

FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS

On June 27, 2008, the Company entered into a sale and purchase
agreement to dispose of its 21.0% interest in Placita Holdings
Limited (“Placita”). As part of the agreement, the remaining
6,055,440 Ordinary Shares representing the Group’s remaining
30.0% of the total issued share capital of Placita held by the
Company were redesignated into 6,055,440 preference shares of
Placita (the “Preference Shares”). Furthermore, the Purchaser also
granted to the Company a put option on the Preference Shares.

BZ6H30H #H=12AH31H

1618 A IEFE

Six months Year ended

ended June 30 December 31

(KB EETRENN) (In HK$ millions) 2014 2013

/N =] Opening fair value 28 28
RABERZAREZ Increase in fair value to

0 income statement = -

BHRZRARE Closing fair value 28 28

ZARBEERRANEREZEREEAAR
ERENRHZRENTERTABEREMS L
RENEH (TABEREA) » RIEHKFRS 7
MAREBENRREESBRE=FR -

The fair value of the financial assets at fair value through profit or
loss is determined using inputs that are not based on observable
market data (unobservable inputs), which is categorised as level 3
under the fair value hierarchy pursuant to HKFRS 7.
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15. J& WK R 7R B EL At B W =K

GIORDANO INTERNATIONAL LIMITED

15. TRADE AND OTHER RECEIVABLES

6H30H 12H31H
June 30 December 31
(KB EETRENL) (In HK$ millions) 2014 2013
FEUR K Trade receivables 279 333
R E R Less: Provision for impairment (16) (7)
FEU R SOF (B Trade receivables, net 263 316
Hih W - B Other receivables, including
HE SIS deposits and prepayments 301 298
564 614
RIS R ERAREEN  REFEETEFEER Other than cash and credit card sales, the Group normally allows a

THTHESEP30-60HEEH -

REE R BYRR (IR REEE) 2RER
BEEESNET

credit period of 30-60 days to its trade customers.

As at the balance sheet date, the ageing analysis from the invoice
date of trade receivables (net of allowance for doubtful debts) is as

follows:

6H30H 12H31H

June 30 December 31

(KB EETHAENN) (In HK$ millions) 2014 2013
0% 30H 0 - 30 days 178 233
31£60H 31 - 60 days 48 49
61%900H 61 — 90 days 18 19
#90H Over 90 days 19 15
263 316

01 4 & & H #H &
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GIORDANO INTERNATIONAL LIMITED

BHENEESEEBEETFZON 16. ANALYSIS OF BALANCES OF CASH AND CASH
EQUIVALENTS
6H30H
June 30
(U B &EFTHBEN) (In HK$ millions) 2014 2013
ReRBITER Cash and bank balances 940 1,320
B F AR Less: Bank deposits with
3fE A A E R maturity over 3 months
128 B A T EIE 2 but less than 12 months
R1TEBF K from date of deposits (188) (192)
752 1,128
N 17. SHARE CAPITAL
BHEE [N
(BRRGEE S (In HK$ millions, Number Share
HUEEE TAEN) except number of shares) of shares capital
H2014%1 818 At January 1, 2014 1,566,836,518 78
77150 B i i Issue of shares pursuant to
BT 2D exercise of share options 3,016,000 -
7201465300 At June 30, 2014 1,569,852,518 78

ARARIRBARAMEERAEKERT
69,380,00017 B ik 4 - B AR 7] C 1\ 8 % 4E
HEANBRHERTELEREZED) BT
3,016,000 ZAXS B2 L BA% - BRARE
TEZERESRBEEHHNFSIESSEIZE
BIEREEEH A -

MR2014F6A30H  —HBEZEH QA AHFAEAR
A A)1,800,0000% & &8 M (2013F12A31H
1,800,000/%) °

The Company granted 69,380,000 share options to its employees
and business partners and the Company issued 3,016,000 new
ordinary shares of 5.0 HK cents each to option-holders who
exercised their rights attached to share options during the period.
Movements in the number of the outstanding share options
during the period is set out on pages 81 to 85 under the heading

“Movement of Share Options”.

As at June 30, 2014, 1,800,000 ordinary shares (December
31, 2013: 1,800,000 shares) were held by a jointly controlled

company.
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GIORDANO INTERNATIONAL LIMITED

18. TRADE AND OTHER PAYABLES

6H30H 12H31H

June 30 December 31

(KB EETHAENN) (In HK$ millions) 2014 2013

FETBR 3R Trade payables 171 160
bR R Other payables and accrued

ERER expenses 314 372

485 532

AT BRENERKZ R

The ageing analysis of trade payables is as follows:

6H30H 12A31H

June 30 December 31

(A FEE T REN) (In HK$ millions) 2014 2013
0Z£30H 0 - 30 days 141 136
31Z60H 31 - 60 days 14 11
61Z90H 61 — 90 days 4 3
#O0H Over 90 days 12 10
171 160

1 4 & h B B £
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GIORDANO INTERNATIONAL LIMITED

19. BT =% 19. BANK LOANS
6H30H 12H31H
June 30 December 31
(KB EETHAENN) (In HK$ millions) 2014 2013
EHEERITE R Short-term bank loans
(EEH) - (unsecured), Japanese yen
ALsHE denominated - 33
EMHRITER Short-term bank loans
(F3H|E) - (secured), U.S. dollars
EJTEHE denominated = 299
WERITER Short-term bank loans = 332

HARITERESHOT :

Movement in bank loans during the period is analyzed as follows:

B Z6HA30A L6f8 A

Six months ended June 30

(A FEE TREN) (In HK$ millions) 2014 2013
Bi¥) 2 BRE R Opening balance 332 339
MEEE Translation difference 1 (5)
RITER 2R Repayments (333) -
AR 2 BRTH ¥ 58 Closing balance - 334
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() H2014F6A308  AEEBERTE
EE - WAE REBEZAARK
RBEzEEHENRERNHEE

GIORDANO INTERNATIONAL LIMITED

20. COMMITMENTS
(a) Commitments under operating leases

(i) As at June 30, 2014, the Group had future aggregate
minimum lease charges payable under non-cancellable
operating leases in respect of retail shops, office

BRI : premises and warehouses as set out below:
6H30H 12H31H
June 30 December 31
(XBEBTRERL) (In HK$ millions) 2014 2013
1A Within 1 year 875 835
1F % E5F A After 1 year but within 5 years 913 994
5% LA E Over 5 years 9 14
1,797 1,843

M2014F6A8308  AEERET &
JE4 R TR 2 7] A AR 2R HB 8 2 48
EHENREBKEERANDOT

As at June 30, 2014, the Group had future aggregate
minimum lease income receivable under non-cancelable
operating leases in respect of retail shops and factories
as set out below:

6H30H 12H31H
June 30 December 31
(UKBFEETAREN) (In HK$ millions) 2014 2013
1F A Within 1 year 9 11
1F % E5F A After 1 year but within 5 years 6 7
15 18
(b) BEAHEIE (b) Capital commitments

R2014F6 A30H K&20135F12H31H -
ARESEERBERNEENREKE
B RR AR R 2 BEAHESE -

ARARRAEBECEERNTEEL 2
fERNF REBBRAREBEBFARZ
49%HE 2 - WK (B A1,8008E T °
X STEEER2014E12A31B 2 71
71:}35 °

01 4 & & H #H &

As at June 30, 2014 and December 31, 2013, the Group
had no material capital commitments in respect of leasehold
improvement, furniture and fixtures.

The Company agreed to purchase 49% of the entities in
Oman, Qatar and Kuwait which operate Giordano retail
operation. Total consideration for the acquisition will be
HK$18 million. The transaction is expected to complete by
December 31, 2014.
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BB A LRI ERSREEENS -7 3%
EEHMBEREERARBES —HITHEERXR
FENZAL HAZMAZEHRZMHAE
AREENZALITEREHEBAL -

REKFAZEVN AR —BERRETLIER

RER ETHEBRRR -—KRRABERKS
2
EBERRS - BREZEXRZHAWT ¢

GIORDANO INTERNATIONAL LIMITED

21. MATERIAL RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability,
directly or indirectly, to control the other party or exercise
significant influence over the other party in making financial and
operating decisions. Parties are also considered to be related
if they are subject to common control or common significant
influence.

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

B Z6H30R L6 A
Six months ended June 30
(A FEE TREN) (In HK$ millions) 2014 2013
HEL Sales to:

— HEEZEH A A a jointly controlled company 106 89
RN associates 10 10
116 99

FREF R - Royalty income from:
— HFE S A A a jointly controlled company 15 10

& st/ e A< R BgE A\ - 3R0R

Amounts due from/to these related parties are:

6H30H 12A31H

June 30 December 31

(KB EETRENN) (In HK$ millions) 2014 2013
FE U FOA Amounts due from:

HEZEH A F] jointly controlled companies 10 24

RN associates 1 5

11 29

b FEUCRARE A T RIBEE R E R UBR X
HAb UK - BUGRES AR L - BEA -

The above amounts due from related parties are reflected in trade
and other receivables. The receivables are unsecured in nature
and bear no interest.
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’E
ARARREBRERESAESRBOBERR
W —BERBEARRRF 2 BE BRIK % X HEE R A
MENHEBRRE  EXBREEBAEERRS
BIFKF - RRBREFTE - WERBEREAZRIE
RIE ©

ol

KBEEEBLEENS ASEBEZHBNRR - BER
A REMEAEE AR EEGEMREHE
2014F12A31B L FE 2 B BEFK10.5
B (20134F : FR16.058 1) - FHIKR B AR
2014F9H26H (R A ) k3 THR2014F9H17H
(EH =) BN ARRIRE AT E 2R -

FERERABFER

KRN FEH#EH2014F9A15H (£ 8l —) 220145
9A17H (EH=) (BEEEMKR) EEHIEKGK
BEELEFE BBREZEREZFEKE AT
BRP XM ERMEERESEENR2014F9H12H
(EHR) TT4R300 A EARAIRE B ZKRHG
BEELOBREERMHERAA - It AEFEE
JERIEERA8IFRA M P L2218 - PWIBRE D FHE -

4 £ 5 B K &

GIORDANO INTERNATIONAL LIMITED

OTHER INFORMATION

Dividends

It is the Company’s intention to return surplus cash to its shareholders
through the payment of dividends. In line with its dividend policy, the
Company has been paying a substantial portion of its earnings as
an ordinary dividend, the amount of which may vary depending on
cash on hand, future investment requirements and working capital
considerations.

After due consideration of the economic outlook, the Group’s financial
position, its future expansion plans and other factors, the Board of
the Company declared an interim dividend of 10.5 HK cents (2013:
16.0 HK cents) per share for the year ending December 31, 2014.
The dividend is payable on or about Friday, September 26, 2014 to
shareholders whose names appear on the register of members of the
Company on Wednesday, September 17, 2014.

Closure of Register of Members

The register of members of the Company will be closed from Monday,
September 15, 2014 to Wednesday, September 17, 2014, both days
inclusive, during which period no transfer of shares will be registered.
In order to qualify for the interim dividend, all transfer documents
accompanied by the relevant share certificates must be lodged with
the Company’s branch share registrars in Hong Kong, Tricor Abacus
Limited, at Level 22, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong for registration no later than 4:30 p.m. on Friday,
September 12, 2014.
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EECESER

M2014F6 H30H + RARES RITHERELRRD
RISKHAREE (Tx 5 EHF KB EENEXVEL)
Rt - RN REEBFEERIBZIEGSE
32 BTHEFHNELMATHKBEEEHERS
FrERAR ([BRA]) 2 FEBEITAESETE
5 R GRFESFR (EESFA]) AME AR E M
BRI ERIOAB T ¢

GIORDANO INTERNATIONAL LIMITED

Directors’ Interests in Securities

As at June 30, 2014, the interests and short positions of the directors
and the chief executive of the Company in the shares, underlying
shares and debentures of the Company or associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance
(the “SFQO”)), as recorded in the register required to be kept under
section 352 of the SFO; or as notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant
to the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”), were as follows:

kM
HERS
BERfEs
idvi) (K1t)
EnER Beneficial MR
o=, interest BOEHRN
Beneficial in unlisted Approximate
ERME interest in underlying aggregate
EEHE Nature of shares shares percentage
Name of director interest (Note) (Note) of interests
2B & A
LAU Kwok Kuen, Peter Personal 27,318,000 - 1.74%
Ishwar Bhagwandas CHUGANI & A 1,200,000 6,000,000 0.46%
Personal
X & & A
Dominic Leo Richard IRWIN Personal - 6,000,000 0.38%
PRz i2 A
CHAN Ka Wai Personal 300,000 3,000,000 0.21%
Htit - Note:

BHZRORBAVTETAZ R B G BIFE - FLTZ
RALTETRZARR IR AR AIFRAZ R AT 2R T &
FZBRE  BREAHBIRFESIRE3A -

Br Bt RSN - A2014F6H30R » AREIEE R
THEASRBEEARARRERBEZE (EXRESHF
FEAE M EXVED) B - HERD RE#EEF
BEE WS IEE B RIEZIEH F3528BTH TN
ERMArE SRR R ST R B A e AN A &) A5
RETZAEMERIORE o thoh - Br i T AN
ARASEAEAME A FREZE2014F6H30H 1B
6lEl A N EFT L EAZH SARAESHHS
BB RmI8m e FRAIFEE ARRQG ki
EE RN EREEMER -
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Interests in the shares and underlying shares of equity derivatives were long position.
Underlying unlisted shares are share options granted to the directors pursuant to the share
option scheme of the Company and details of which are set out on pages 81 and 83.

Save as disclosed above, as at June 30, 2014, none of the directors
nor the chief executive of the Company had or was deemed to have
any interests or short position in the shares, underlying shares or
debentures of the Company and its associated corporations (within the
meaning of Part XV of the SFO), as recorded in the register required to
be kept under section 352 of the SFO; or as notified to the Company
and the Stock Exchange pursuant to the Model Code. Furthermore,
save as disclosed above, at no time during the six months ended June
30, 2014 was the Company or any of its subsidiaries a party to any
arrangements to enable the directors of the Company or any of their
spouses or children under the age of 18 to acquire benefits by means
of the acquisition of shares in or debentures of the Company or any
other body corporate.
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FERR Substantial Shareholders

M20144E6 H30R @ B &S L EE KFE3361%  As at June 30, 2014, the following persons, other than the directors

HNAARFEE Y ERM T AT (BRZAZAAE and the chief executive of the Company, having interests or short

BENRITHESIN) EAEARNRAR 2 BRH KM  positions of 5% or more in the Company’s shares or underlying shares

2RI IBRBE%IIA L were recorded in the register kept by the Company pursuant to section
336 of the SFO:

HRRMOR mER
HE R 5 A H B EHEN
Aggregate Approximate
long position aggregate
£ HiaF in shares and percentage
Name Note underlying shares of interests
Aberdeen Asset Management Plc and its associates 1 302,179,469 19.25%
Sino Wealth International Limited 2 384,830,000 24.51%
ARBEREAERAF
Chow Tai Fook Nominee Limited 2 384,830,000 24.51%
SERMEEL
Dato’ Dr. Cheng Yu Tung 2 384,830,000 24.51%
Templeton Asset Management Limited 3 93,276,976 5.94%
JPMorgan Chase & Co. 4 93,643,529(L) 5.97%
850,000(S) 0.05%
85,135,574(P) 5.42%
L E L: Long Position
S KE S: Short Position
P B 1& M AR (7 P: Lending Pool
Mt it Notes:
1. Aberdeen Asset Management Plc K BB ZNA X 18 4512 5 1. Aberdeen Asset Management Plc and its associates held 302,179,469 shares in the
17 1%77302,179,46908 B¢ 17 ° capacity of Investment Manager.
H1Aberdeen Asset Management Plc Ji B 2 [ 2 & 11 /& 23 7] Aberdeen Asset Management Plc and its various wholly-owned subsidiaries held the
REAEENERF A AR5 - following shares on behalf of the accounts they managed:
MEARER HRRGEE
Name of subsidiary Aggregate long position in shares
Aberdeen Asset Management Asia Limited 279,971,000
Aberdeen Asset Management Inc. 18,242,000
Aberdeen Asset Management Limited 206,000
Aberdeen Asset Managers Limited 59,000,000
Aberdeen International Fund Managers Limited 234,397,469
Aberdeen Private Wealth Management Limited 18.580,000
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FTERE(E) Substantial Shareholders (continued)

Wit (&) Notes: (continued)

2. 7% Z B 17 #5Sino Wealth International Limited#% & &) 2. Those shares represent 384,830,000 shares held by Sino Wealth International
384,830,000/% /i 17 ° Sino Wealth International Limited A Limited. Sino Wealth International Limited is wholly owned by Chow Tai Fook Nominee
BIAXBAENBRANGIZEHE  MEABLEAGRL Limited, which is in turn controlled by Dato’ Dr. Cheng Yu Tung. As such, Chow Tai
FIRIE 2 BB 1EF o Bt - BtiE5F RBE R Fook Nominee Limited and Dato’ Dr. Cheng Yu Tung were deemed to have interests
5 BAERBABGRL AR 2EE B V181 #4 BRKSino in the said shares and underlying shares held by Sino Wealth International Limited for
Wealth International Limited#s & I it fig (7 & #6 B iR 17 #E the purpose of the SFO.

3. HiFranklin Resources, Inc. 2 [E1# 2 & }1/& 2 a]Templeton 3. Franklin Resources, Inc. had a deemed interest in respect of 93,276,976 shares held
Asset Management Limited KX i1 5 (75 H by its indirect wholly-owned subsidiary, Templeton Asset Management Limited, in the
93,276,976/ B (7 1B 1ER B .2 12 © capacity of Investment Manager.

4. HiJPMorgan Chase & Co. 15 G #I#E a3 T3 & (7158 4. The interests held by JPMorgan Chase & Co. were held in the following capacities:
54 REE REE
Capacity Number of shares Number of shares
g4 sy KB
Capacity Long position Short position
BEnfBA
Beneficial owner 1,739,955 850,000
REKR
Investment manager 6,768,000 -
SEEEEAZERHRIEA
Custodian corporation/ approved lending agent 85,135,574 -
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GIORDANO INTERNATIONAL LIMITED

MOVEMENT OF SHARE OPTIONS

On June 9, 2011, the Company terminated its then share option
scheme adopted on January 24, 2002 (the “2002 Scheme”) and
adopted a new share option scheme (the “2011 Scheme”) on the same
date to provide incentives and/or rewards to selected eligible persons
for their contribution or potential contribution to the Group. All options
granted prior to the termination of the 2002 Scheme shall continue to
be valid and exercisable in accordance with the provisions of the 2002
Scheme. Pursuant to the 2011 Scheme, the Company has granted
certain eligible persons options to subscribe for shares of the Company
during the six months ended June 30, 2014. Details of the grant of
share options and a summary of the movements of the outstanding
share options during the period are set out below:

20025 B IR AT 2l
2002 Share Option Scheme
BREHR
Number of share options
RER
10145 WAL RERTE i/ RH 20145
1B1B 28 Granted Exercised Canceled/  6A0AZEH  BRITEE
FERAL Balance as at during during  lapsed during  Balance as at Exercise price RYBH TEs
Eligible person January 1, 2014 the period the period the period  June 30, 2014 per share Date of grant Exercisable period
V-7 (F/A/%) (F/A/%)
HKS (MM/DDIYYYY) (MM/DDIYYYY)
g%
Director
ER 800,000 - - 800,000 4502 10/08/2010 03/25/2011 - 06/30/2020
Dominic Leo Richard IRWIN " 1,700,000 - - 1,700,000 4502 10/08/2010 03/22/2012 - 06/30/2020
2,500,000 - - 2,500,000 4,502 10/08/2010 03/01/2013 - 06/30/2020
5,000,000 - - 5,000,000

! RO014F6H20H EZ (T BHTEE

2 0 1 4 & B B B &

! Appointed as an executive director on June 20, 2014
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BBREZET (8) MOVEMENT OF SHARE OPTIONS (continued)
2002F & IR fE 5T &I ()
2002 Share Option Scheme (continued)
BREHE
Number of share options
R
20145 RERR L RERGE /&% R2014%
1R1B 248 Granted Exercised Canceled/  6A30RZ&H  BROFE
RERAL Balance as at during during  lapsed during  Balance asat Exercise price RERS e
Eligible person January 1, 2014 the period the period the period  June 30, 2014 per share Date of grant Exercisable period
AT (B/B/E) (B/B/E)
HKS (MM/DD/YYYY) (MM/DD/YYYY)
EELNER 166,000 - - 166,000 - 4500 06/16/2004 06/16/2005 - 06/15/2014
Continuous 166,000 - - 166,000 - 4,500 06/16/2004 06/16/2006 - 06/15/2014
Contract 168,000 - - 168,000 - 4,500 06/16/2004 06/16/2007 - 06/15/2014
Employees 6,000 - - - 6,000 4,235 08/17/2004 08/17/2005 - 08/16/2014
98,000 - - - 98,000 3.896 11/27/2007 11/27/2008 - 11/26/2017
120,000 - - - 120,000 3.896 1/27/2007 11/27/2009 - 11/26/2017
158,000 - - - 158,000 3.896 11/27/2007 1/27/2010 - 11/26/2017
16,000 - 16,000 - - 3.896 01/23/2008 01/23/2009 - 01/22/2018
32,000 - 32,000 - - 3.896 01/23/2008 01/23/2010 - 01/22/2018
36,000 - 36,000 - - 3.896 01/23/2008 01/23/2011 - 01/22/2018
1,334,000 - 142,000 - 1,192,000 3520 07/30/2008 10/01/2008 - 09/30/2018
676,000 - - - 676,000 3.840 07/30/2008 10/01/2008 - 09/30/2018
676,000 - - - 676,000 4,160 07/30/2008 10/01/2008 - 09/30/2018
80,000 - 40,000 - 40,000 3.340 07/07/2010 08/25/2011 - 06/30/2020
1,000,000 - - - 1,000,000 3.340 07/07/2010 08/22/2012 - 06/30/2020
6,700,000 - 2,550,000 - 4,150,000 3.340 07/07/2010 03/01/2013 - 06/30/2020
200,000 - - - 200,000 6.160 05/24/2011 03/22/2012 - 06/30/2020
300,000 - - - 300,000 6.160 05/24/2011 03/01/2013 - 06/30/2020
500,000 - - - 500,000 6.160 05/24/2011 02/28/2014 - 06/30/2020
12,432,000 - 2,816,000 500,000 9,116,000
it 460,000 - 200,000 260,000 - 4,150 01/27/2004 01/27/2005 - 01/26/2014
Others 520,000 - - - 520,000 4975 12/29/2004 12/29/2004 - 12/28/2014
980,000 - 200,000 260,000 520,000
At
Total 18,412,000 - 3,016,000 760,000 14,636,000

82 INTERIM REPORT 2014



® /A % B B B R 2

GIORDANO INTERNATIONAL LIMITED

BE R > S E () MOVEMENT OF SHARE OPTIONS (continued)
2011 IR ESHE
2011 Share Option Scheme
BREHE
Number of share options
R
20145 RERR L RERGE /&% R2014%
181R 264 Granted Exercised Canceled/  6A30AZEH  SRIEE
RERAL Balance as at during during  lapsed during  Balance asat Exercise price ReAH THH
Eligible person January 1, 2014 the period the period the period ~ June 30, 2014 per share Date of grant Exercisable period
AT (B/B/E) (B/B/E)
HKS (MM/DD/YYYY) (MM/DD/YYYY)
EZ
Director
Ishwar Bhagwandas CHUGANI 1,200,000 - - - 1,200,000 7.650 04/10/2013 02/28/2014 - 03/31/2022
1,800,000 - - - 1,800,000 7.650 04/10/2013 B13E1 Note 1-03/31/2022
3,000,000 - - - 3,000,000 7.650 04/10/2013 Bi52 Note 2 - 03/31/2022
6,000,000 - - - 6,000,000
WEH - 100,000 - - 100,000 5.000 08/24/2014 B13E1 Note 1 - 03/23/2024
Dominic Leo Richard IRWIN ! - 150,000 - - 150,000 5.000 08/24/2014 F1352 Note 2 - 03/23/2024
- 200,000 - - 200,000 5.000 08/24/2014 133 Note 3 - 03/23/2024
- 250,000 - - 250,000 5,000 08/24/2014 i34 Note 4 - 03/23/2024
- 300,000 - - 300,000 5.000 08/24/2014 F135 Note 5 - 03/23/2024
- 1,000,000 - - 1,000,000
e 400,000 - - - 400,000 5.200 10/07/2011 08/22/2012 - 09/30/2021
CHAN Ka Wai * 600,000 - - - 600,000 5.200 10/07/2011 03/01/2013 - 09/30/2021
1,000,000 - - - 1,000,000 5.200 10/07/2011 02/28/2014 - 09/30/2021
- 100,000 - - 100,000 5,000 08/24/2014 Bi3E1 Note 1-03/23/2024
- 150,000 - - 150,000 5.000 08/24/2014 Hi3E2 Note 2 - 03/23/2024
- 200,000 - - 200,000 5,000 08/24/2014 1353 Note 3 - 03/23/2024
- 250,000 - - 250,000 5,000 08/24/2014 B13E4 Note 4 - 03/23/2024
- 300,000 - - 300,000 5.000 03/24/2014  i5E5 Note 5 - 08/23/2024
2,000,000 1,000,000 - - 3,000,000
! R2014F6 H20A B Z (FAMNTEE 1 Appointed as an executive director on June 20, 2014
2 R2014F6 H20H EZ(ERHTTEF 2 Appointed as an executive director on June 20, 2014
W& - Notes:
1. 2014F 2 FRENTEH 1. the day after 2014 final results announcement
2. 2016F 2 FRERTTEH 2. the day after 2015 final results announcement
3. 2016F=FXRENHEA 3. the day after 2016 final results announcement
4. 2017 2FERENHEAH 4. the day after 2017 final results announcement
5 2018FEFRBANMEH 5. the day after 2018 final results announcement
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BEBREsST (B) MOVEMENT OF SHARE OPTIONS (continued)
2011 F BB IR A 5T 8l ()
2011 Share Option Scheme (continued)
BREHRE
Number of share options
RER
R2014E RERRH RBATE HE/5% R2014E
1A1R &% Granted Exercised Canceled/  6A30RBZ&H  BRAEE
RERAL Balance as at during during  lapsed during  Balance asat Exercise price ReAH e
Eligible person January 1, 2014 the period the period the period  June 30, 2014 per share Date of grant Exercisable period
BT (B/B/E) (B/B/E)
HKS  (MW/DDIYYYY) (MW/DDIYYYY)
BELANES 3,062,000 - - - 3,062,000 5.200 10/07/2011 08/22/2012 - 09/30/2021
Continuous 6,428,000 - - - 6,428,000 5.200 10/07/2011 08/01/2013 - 09/30/2021
Contract 16,900,000 - - - 16,900,000 5.200 10/07/2011 02/28/2014 - 09/30/2021
Employees 792,000 - - 30,000 762,000 5,380 06/12/2012 08/01/2013 - 12/31/2021
300,000 - - - 300,000 5,380 06/12/2012 02/28/2014 - 12/31/2021
500,000 - - - 500,000 5,380 06/12/2012 Fi3H1 Note 1 - 12/31/2021
1,760,000 - - - 1,760,000 7.650 0471072013 02/28/2014 - 03/31/2022
2,640,000 - - - 2,640,000 7.650 04/10/2013 BT Note 1 - 03/31/2022
4,400,000 - - - 4,400,000 7.650 0471072013 HH 32 Note 2 - 03/31/2022
- 6,210,000 - 34,000 6,176,000 5.000 03/24/2014 Bi&E1 Note 1 - 03/23/2024
- 9,254,000 - 50,000 9,204,000 5,000 03/24/2014 B2 Note 2 - 03/23/2024
- 12,456,000 - 70,000 12,386,000 5,000 08/24/2014 153 Note 3 - 03/23/2024
- 15,476,000 - 86,000 15,390,000 5,000 03/24/2014 B4 Note 4 - 03/23/2024
- 18,884,000 - 110,000 18,774,000 5,000 08/24/2014 0585 Note 5 - 03/23/2024
36,762,000 62,280,000 - 380,000 98,682,000
LU 340,000 - - - 340,000 5.200 10/07/2011 03/22/2012 - 09/30/2021
Others 720,000 - - - 720,000 5.200 10/07/2011 03/01/2013 - 09/30/2021
3,000,000 - - - 3,000,000 5.200 10/07/2011 02/28/2014 - 09/30/2021
- 510,000 - - 510,000 5,000 08/24/2014 HiEE1 Note 1 - 03/23/2024
- 758,000 - - 758,000 5.000 08/24/2014 B2 Note 2 - 03/23/2024
- 1,020,000 - - 1,020,000 5.000 03/24/2014 B3 Note 3 - 03/23/2024
- 1,268,000 - - 1,268,000 5,000 08/24/2014 B34 Note 4 - 03/23/2024
- 1,544,000 - - 1,544,000 5.000 03/24/2014 BI5E5 Note 5 - 03/23/2024
4,060,000 5,100,000 - - 9,160,000
At
Total 48,842,000 69,380,000 - 380,000 117,842,000
Hiat - Notes:
1. 2014F 2 FRELNTTEH 1. the day after 2014 final results announcement
2. 2015 2FERENHEH 2. the day after 2015 final results announcement
3. 2016F 2 FXENTEH 3. the day after 2016 final results announcement
4. 2017F 2 FEXENTEH 4. the day after 2017 final results announcement
5. 2018F 2 FEXRENTEH 5. the day after 2018 final results announcement
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GIORDANO INTERNATIONAL LIMITED

MOVEMENT OF SHARE OPTIONS (continued)

Notes:

1. The weighted average closing price of the shares immediately before the date on
which the options were exercised by the Continuous Contract Employees was
HK$5.06.

2. The market value per share as at June 30, 2014 was HK$4.57.

3. The closing price of the shares immediately before March 24, 2014, being the date of
grant of the 69,380,000 share options, was HK$5.01.

VALUATION OF SHARE OPTIONS

On March 24, 2014, the company granted a total of 69,380,000 share
options at an exercise price of HK$5.0.

The fair value per share option granted during the financial year 2014
was HK$0.034. The fair value of each option granted was estimated on
the date of the grant using the Black-Scholes option pricing model with
the following assumptions:
Risk-free interest rate 1.879%, being the approximate yield of
ten-year Exchange Fund Note on the
grant date

Expected dividend average historical dividends of 52.0 HK
cents per share

Expected volatility 25.9% based on historical volatility

Expected life 7 years

The Black-Scholes option pricing model is developed to estimate the
fair value of publicly traded options that have no vesting restrictions and
are fully transferable. In addition, such option pricing model requires
input of highly subjective assumptions, including the expected stock
price volatility. Any changes in the subjective input assumptions may
materially affect the estimation of the fair value of an option.
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GIORDANO INTERNATIONAL LIMITED

CORPORATE GOVERNANCE
Compliance with Corporate Governance Code

None of the directors of the Company is aware of information that
would reasonably indicate that the Company is not, or was not, during
the six months ended June 30, 2014, in compliance with the Code
Provisions in the Corporate Governance Code (the “Code”) as set out
in Appendix 14 of the Rules Governing The Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”), except
that:

() Code Provision A.2.1 of the Code - the roles of Chairman
and Chief Executive are vested in the same person and Code
Provision A.4.2 of the Code — Chairman and the Chief Executive
are not subject to retirement by rotation. Currently, Dr. LAU
Kwok Kuen, Peter (“Dr. Lau”) holds the positions of Chairman
and Chief Executive. In view of Dr. Lau’s extensive experience in
the industry and deep understanding of the Group’s businesses,
the Board believes that vesting the roles of both Chairman and
Chief Executive in Dr. Lau provides the Group with strong and
consistent leadership, allows for more effective planning and
execution of long term business strategies and enhances efficiency
in decision-making. The Board also believes that the Company
already has a strong corporate governance structure appropriate
for its circumstances in place to ensure effective oversight of
Management.

(i) Code Provision A.6.7 of the Code - Independent non-executive
directors and other non-executive directors should attend general
meeting and develop a balanced understanding of the views of
shareholders. Mr. Cheng Chi Kong, Adrian, Non-executive Director
of the Company was unable to attend the annual general meeting
of the Company held on May 16, 2014 owing to other important
engagement at the relevant time.
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GIORDANO INTERNATIONAL LIMITED

Disclosure of Information on Directors

Changes in Directors’ biographical details since the date of the Annual
Report 2013 of the Company which are required to be disclosed
pursuant to Rule 13.51(2) and Rule 13.51B(1) of the Listing Rules, are
set out as follows:

Mr. LAU Kwok Kuen, Peter, the Chairman and Chief Executive of the
Company, is entitled to the monthly salary of HK$246,310.20 with
effect from January 1, 2014.

Mr. Dominic Leo Richard IRWIN has been appointed as an Executive
Director of the Company with effect from June 20, 2014.

Mr. CHAN Ka Wai has been appointed as an Executive Director of the
Company with effect from June 20, 2014.

Dr. Barry John BUTTIFANT is currently an Independent Adviser to MCL
Financial Group Limited with effect from February 2014.

Professor LEUNG Kwok is the “Choh-Ming Li Professor of
Management” at the Chinese University of Hong Kong with effect from
August 1, 2014.

Review of Accounts

The Audit Committee has discussed with Management internal controls
and financial reporting matters related to the preparation of the
unaudited condensed financial statements for the six months ended
June 30, 2014. It has also reviewed the said financial statements in
conjunction with the Company’s external auditors.

Model Code for Securities Transactions by Directors

The Company has adopted a Code of Conduct for Securities
Transactions by Directors on terms no less exacting than that required
by the Listing Rules. Following a specific enquiry, each of the Directors
confirmed that he complied with the aforesaid Code during the period.

The Company has also adopted a Code of Conduct for Securities
Transactions by Specified Employees to govern securities transactions
of those employees who may possess or have access to inside
information.
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GIORDANO INTERNATIONAL LIMITED

Purchase, Sale or Redemption of the Company’s Listed
Securities

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the period.

Board of Directors

As at the date of this report, the Board comprises four Independent
Non-executive Directors, namely, Dr. Barry John BUTTIFANT,
Mr. KWONG Ki Chi, Professor LEUNG Kwok and Mr. Simon Devilliers
RUDOLPH; and two Non-executive Directors, namely, Mr. CHENG
Chi Kong, Adrian and Mr. CHAN Sai Cheong and four Executive
Directors, namely, Dr. LAU Kwok Kuen, Peter, Mr. Ishwar Bhagwandas
CHUGANI, Mr. Dominic Leo Richard IRWIN and Mr. CHAN Ka Wai.

On behalf of the Board
LAU Kwok Kuen, Peter
Chairman

Hong Kong, August 14, 2014
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