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TEN-YEAR FINANCIAL AND OPERATION HIGHLIGHTS

(B H RGBS - BB BB & T mEhr)

(In HK$ millions unless otherwise specified)
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Turnover

Gross profit

Gross margin

Operating profit

Operating margin

Profit attributable to shareholders
Retumn on sales

Cash and bank balances less bank loans and overdrafts
Working capital

Total assets

Total liabilities (Note 1)
Shareholders’ funds (Note 1)

ERAER — BEAR OCBW) @ixe)
SRR HERR S OBIL) w2
T RERR S OBIL) w2
SRR RIS OBIL) w2

Earnings per share — Basic (HK cents) (Note 2)
Interim dividend per share (HK cents) (Note 2)
Final dividend per share (HK cents) (Note 2)

Special dividend per share (HK cents) (Note 2)

T AE R E
FHREAS EHE

T 15 16 2 7 WL 26 (B 80) (i o)
B b 2 (15 80
BEEAREESILE

Retumn on average total assets

Retumn on average shareholders’ funds
Inventory tumover on sales (days) (Note 6)
Current ratio (times)

Total liabilities to shareholders’ funds

HEESEMT
PITEE (51 5)
HEMBE A TFEHRAEEN) (Hits
B FREBERE (BIT) (9
B¥FRERNE BIT) B9
LB M ERE OB ) g & (i 4)
EEEHE GWao

Directly managed stores
Number of stores (Note 5)
Saleable area (in thousands of square feet) (Note 5)
Sales per square foot (HK$) (Note 3)
Gross profit per square foot (HK$) (Note 3)
Comparable store sales (decrease)/increase (Note 4)
Number of sales associates (Note 5)

PITH AR B (03 5) Total stores (Note 5)

EEHBE (s Total employees (Note 5)
DEEREZA DX Inter-segment purchases percentage
Bt Notes:

1. “ThWAZEE-_ZRRFHFCARREFE
BERENSR (KB MIELRAE - ZEFER
BN B2 —F-A-HAUEHBZGHF
e

2. ~AN=ZFE-AANFZEFERN-HF=-2Z
PR AR HF 4 £F 1 S B

3. BmMETHEEHE

4, ERMEEKBRZBREFERIHET—EAZ
FIm

5 FHHAET

6. FEAZEERE2FELEER-"B A THA

1. Figures from 1993 to 2000 are adjusted for the adoption of SSAP 9 (revised)
which is effective for accounting years commencing on or after
January 1, 2001

2. Figures from 1993 to 1999 are adjusted for the effect of the 1-to-2 share
subdivision

3. On weighted average basis

4. For stores which were open for the full 12 months in each of the two fiscal
years under comparison

5. Figures as at year end

6. Inventory held at year end divided by full year turnover times 365 days
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TEN-YEAR FINANCIAL AND OPERATION HIGHLIGHTS
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2002 2001 2000 1999 1998 1997 1996 1995 1994 1993
3,588 3,479 3,431 3,092 2,609 3,014 3,522 3,482 2,864 2,334
1,677 1,544 1,516 1,352 1,029 1,240 1,464 1,517 1,330 1,086

46.7% | 44.4%  44.2%  43.7%  39.4%  41.1%  41.6%  43.6%  46.4%  46.5%

375 372 425 351 70 60 299 304 243 183
10.5% | 10.7%  12.4%  11.4% 2.7% 2.0% 8.5% 8.7% 8.5% 7.8%
341 377 416 360 76 68 261 250 195 138
9.5% | 10.8%  12.1%  11.6% 2.9% 2.3% 7.4% 7.2% 6.8% 5.9%
614 494 747 803 340 192 178 196 37 25
861 798 1,014 960 725 655 752 560 410 338
2,414 2,371 2,110 1,913 1,435 1,408 1,591 1,524 1,041 824
485 625 511 456 299 340 363 540 395 328
1,868 1,695 1,558 1,449 1,135 1,069 1,220 976 593 496
23.70 26.30 29.30 25.65 5.40 4.80 18.45 19.40 15.45 11.00
4.50 4.50 4.25 3.25 0.50 2.50 2.25 2.25 1.75 1.25
4.50 4.50 6.00 5.50 1.75 0.00 5.75 4.50 3.75 3.25
10.00 5.00 5.00 8.50 0.00 0.00 0.00 0.00 0.00 0.00

14.3% |  16.8%  20.7%  21.5% 5.3% 45%  16.8%  19.5%  20.9%  17.6%

19.1% | 23.2%  27.7%  27.9% 6.9% 5.9%  23.8%  31.8%  35.8%  31.0%
26 30 32 28 44 48 58 55 53 59

2.8 2.3 3.1 3.2 3.6 3.1 3.3 2.1 2.1 2.0
26.0% | 36.9%  32.8%  31.5%  26.3%  31.8%  29.8%  55.3% = 66.6%  66.1%
473 456 367 317 308 324 294 280 283 257
599 598 466 359 301 314 296 286 283 210
4,500 5,100 7,400 8,400 6,800 8,000 9,900 10,500 10,600 12,600
2,300 2,500 3,600 4,300 3,000 3,700 4,500 4,700 4,500 5,700
(2%) (4%) 4% 21% (13%) (11%) (6%) 8% (9%) 15%
2,896 2,603 2,417 2,026 1,681 1,929 1,958 2,069 1,928 1,502
1,256 1,159 920 740 678 640 515 451 360 278

8,027 8,287 7,166 6,237 6,319 8,175 10,004 10,348 6,863 2,330
26% 24% 25% 22% 27% 35% 40% 43% 33% 28%
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CORPORATE INFORMATION
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William Garrett BENNETT 4t &

BOARD OF DIRECTORS
Executive Directors

Mr. LAU Kwok Kuen, Peter

(Chairman and Chief Executive)
Mr. FUNG Wing Cheong, Charles
Mr. MAH Chuck On, Bernard

Non-Executive Director
Mr. William Garrett BENNETT

BUFHTESE Independent Non-Executive Directors
BL SR A& Mr. AU Man Chu, Milton

RN T E Mr. Barry John BUTTIFANT

TERLE - UP Mr. LEE Peng Fei, Allen, JP
EETTEM BOARD ADVISOR

28 H&K Prof. LEUNG Kwok

N B oiE COMPANY SECRETARY

2RBH L Ms. LEUNG Sze Man, Alice

EFRRER T AUDIT COMMITTEE

RN T E Mr. Barry John BUTTIFANT

BLSCHE R A& Mr. AU Man Chu, Milton

TERLE - UP Mr. LEE Peng Fei, Allen, JP
#HEZEART COMPENSATION COMMITTEE

2B R & Mr. LAU Kwok Kuen, Peter

RN T E Mr. Barry John BUTTIFANT

TERLE - UP Mr. LEE Peng Fei, Allen, JP

28 H&K Prof. LEUNG Kwok

BgEARE AUTHORIZED REPRESENTATIVES
2B R & Mr. LAU Kwok Kuen, Peter

2RBH L Ms. LEUNG Sze Man, Alice
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Cedar House

41 Cedar Avenue
Hamilton HM12
Bermuda
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Butterfield Fund Services (Bermuda) Limited
Rosebank Centre

11 Bermudiana Road

Pembroke

Bermuda
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CORPORATE INFORMATION

AUDITORS
PricewaterhouseCoopers
Certified Public Accountants

REGISTERED OFFICE
Cedar House

41 Cedar Avenue

Hamilton HM12

Bermuda

PRINCIPAL PLACE OF BUSINESS
5th Floor Tin On Industrial Building

777-779 Cheung Sha Wan Road

Kowloon

Hong Kong

PRINCIPAL SHARE REGISTRARS AND
TRANSFER OFFICE

Butterfield Fund Services (Bermuda) Limited
Rosebank Centre

11 Bermudiana Road

Pembroke

Bermuda

BRANCH SHARE REGISTRARS AND
TRANSFER OFFICE IN HONG KONG
Abacus Share Registrars Limited

Ground Floor

Bank of East Asia Harbour View Centre

56 Gloucester Road

Wanchai Hong Kong

PRINCIPAL BANKERS

The Hongkong and Shanghai Banking Corporation Limited
Standard Chartered Bank
Citibank N.A.
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INFORMATION FOR INVESTORS

IMPORTANT DATES
Closure of Register of Members

April 22, 2003 to April 24, 2003
(both days inclusive)

Annual General Meeting

April 24, 2003

Dividends

EEHQ M
FERERABEES
“ETE=-FMWA-+-HBHE
—EE=FWNA=-+NAH
(BEREMBBEEAN)
BRRBEEARSE
—EE=FWNA-+NAH

®’E

R B CEREE IR
ik =i CZEE-FHA+—H
BEEREKRE - EBRBEEDEAR
EEEIKRE EBREE—#A

Interim Dividend

Paid
Proposed Final Dividend
Proposed Special Dividend

. 4.5 HK cents per share

. September 11, 2002

. 4.5 HK cents per share
: 10.0 HK cents per share

BEREAY - —TZ=FHAT+HHA

EBBAR S 709
: 709 HK
: 0709.HK

BEEHRRE

BRI LT

FEBE

EFREEERAF

BB NEE
EVEBtEEEELLENR

ARIXKRERLE

E ©(852) 2746 4727

BEE © (852) 2370 8864

E 7 H4 : alisonlaw@giordano.com.hk

# 4t

www.giordano.com.hk

Payable : May 15, 2003
STOCK CODE
Stock Exchange of Hong Kong : 709
Bloomberg : 709 HK
Reuters : 0709.HK

INVESTOR RELATIONS CONTACT
Ms. Alison Law

Assistant to Chairman

Giordano International Limited

5th Floor Tin On Industrial Building

777-779 Cheung Sha Wan Road

Kowloon Hong Kong

Telephone: (852) 2746 4727

: (852) 2370 8864

. alisonlaw@giordano.com.hk

Facsimile
E-mail

WEBSITE
www.giordano.com.hk
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DIRECTORS AND SENIOR MANAGEMENT PROFILES

DIRECTORS

Mr. LAU Kwok Kuen, Peter, aged 50, Chairman. Mr. Lau also holds the
positions of Chief Executive and Managing Director. He joined the Group
in 1987 and became the Chief Executive on February 8, 1994. He was
elected Chairman of the Board of Directors of the Company on
August 10, 1994. He is also an independent non-executive director of
both Fairwood Holdings Limited and Hsin Chong Construction Group
Ltd. Mr. Lau holds an MBA degree from the University of Calgary in
Canada. He is a member of the Canadian Institute of Chartered
Accountants. Prior to joining the Group, Mr. Lau had over 12 years’
accounting experience in the private and public sectors in Canada. He is
the brother of Mr. Lau Kwok Kit, Albert, one of the senior officers of the
Group.

Mr. AU Man Chu, Milton, aged 52, Independent Non-executive Director.
Mr. Au holds a Bachelor of Commerce degree from the University of
Alberta in Canada. He is a member of the Canadian Institute of Chartered
Accountants. Mr. Au has over 25 years’ experience in finance and
management. He is an executive director of Noble Group Limited, a
company listed in Singapore. Mr. Au was appointed Independent
Non-executive Director of the Company on December 11, 2000.

Mr. William Garrett BENNETT, aged 41, Non-executive Director.
Mr. Bennett joined the Group in 1986 and presently, he is a consultant of
the Group’s brand management and overall product development
planning, implementation and control. He has 19 years’ experience in
fashion design and marketing. Mr. Bennett resigned as Executive Director
effective January 1, 2001 and remains as a Non-executive Director of
the Company.
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DIRECTORS AND SENIOR MANAGEMENT PROFILES

ERAEE BERTN\R BUFRTE
Fo BEAERBNET(EE)ERAFTEBR D
EHREBEN O UTAANBEEERARLTLA
AR (GEMN) BRA BBMLIERNITEE - P
AMBT(EB) ER QAN ERERERE
RARETESHLERBNF  TERHH
XEAEBRAFAREEESEEIEREB
+T—F HRCLAEVBEERESLLE -
ELXERREBTLARSHMAERER
SEMAEEREE & A Chartered
Management Institute * EA TR EEH ST K
EAEFE e EAREE c EX A
R—AN—"FREALEARBBILIERNTT
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EEX-BAARAMEANAEARHEEE
BB YANEABHEHANLEEE -
RIMAASRER  BAERENEARFLE
ARZEHMECERETLF - RAHAT
AEREMREEEEERER

Mr. Barry John BUTTIFANT, aged 58, Independent Non-executive
Director. Mr. Buttifant is the Adviser to the Board of Directors of Wo Kee
Hong (Holdings) Limited and also an independent non-executive director
of both Daiwa Associate Holdings Limited and China Merchants DiChain
(Asia) Limited. Prior to joining Wo Kee Hong (Holdings) Limited, he was
the managing director of IDT International Limited for over eight years
and worked for Sime Darby Hong Kong Limited and Polly Peck Group
for more than 11 years in the capacity of finance director and managing
director. Mr. Buttifant is a fellow member of the Association of Chartered
Certified Accountants and the Hong Kong Society of Accountants. He is
also a fellow member of the Chartered Management Institute, the Hong
Kong Management Association and the Hong Kong Institute of Directors.
Mr. Buttifant became an Independent Non-executive Director of the
Company in May 1991.

Mr. FUNG Wing Cheong, Charles, aged 41, Executive Director.
Mr. Fung also holds the positions of Chief Operations Officer and General
Manager of the Group’s retail operations in South East Asia and Taiwan
respectively. He holds a bachelor degree from the University of Hong
Kong and an MBA degree from the National University of Singapore.
Mr. Fung joined the Group in 1988 and was appointed Executive Director
of the Company on February 11, 1997. Before joining the Group, he
worked for five years in the real estate business.

Mr. LEE Peng Fei, Allen, JP, aged 62, Independent Non-executive
Director. Mr. Lee holds an honorary degree of Doctor of Engineering from
Hong Kong Polytechnic University and an honorary degree of Doctor of
Laws from The Chinese University of Hong Kong. He is a deputy of Hong
Kong SAR, the 10th National People’s Congress, PRC. Mr. Lee has
taken an active role in public service. Mr. Lee was appointed Independent
Non-executive Director of the Company on September 10, 1999.

Mr. MAH Chuck On, Bernard, aged 53, Executive Director. Mr. Mah
also holds the position of Managing Director of the Group’s retail
operations in Mainland China. He joined the Group in 1996 and was
appointed Executive Director of the Company on June 14, 1999.
Mr. Mah holds a bachelor degree in Business Administration from the
University of Alberta in Canada and is a member of the Canadian Institute
of Chartered Accountants. Prior to joining the Group, Mr. Mah had
15 years’ experience in senior government positions in accounting and
auditing in Canada. He also had extensive experience in industrial and
commercial investment and business administration.

o RNATIONAL LIMITED
H B AR A F
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DIRECTORS AND SENIOR MANAGEMENT PROFILES

BOARD ADVISOR

Professor LEUNG Kwok, aged 44, Board Advisor. Professor Leung
received his Ph.D. in Psychology from University of lllinois,
Urbana-Champaign, U.S.A. He holds a chair in management at City
University of Hong Kong. In addition to his international reputation for his
scholarly work, he also has wide-ranging consulting experiences with
major organizations and government departments in Hong Kong and
Mainland China. Professor Leung has been providing consulting services
to the Group since 1987.

SENIOR OFFICERS

Mr. CHEUNG Kwok Leung, aged 51, Managing Director of Gloss Mind
Garment Manufacturing Company Limited. He joined the Group in 1990.
Mr. Cheung has over 28 years’ experience in the garment manufacturing
industry.

Mr. John Francis FAHEY, aged 40, General Manager of Giordano
(Australia) Pty. Limited. Mr. Fahey holds a bachelor degree in Economics
from Monash University in Australia. He is an associate member of the
Australian Institute of Chartered Accountants. He joined the Group in
2000. Prior to joining the Group, Mr. Fahey had 15 years’ experience
with major Australian retail companies.

Mr. HOU Tong, aged 34, Group Information Technology Director.
Mr. Hou is a graduate of Zhong Shan University in Mainland China. He
joined the Group in 1992 and has over 11 years’ experience in the
information technology field.

Ms. Yukie KOBAYASHI, aged 31, Director of Visual Merchandising.
Ms. Kobayashi is responsible for overall visual merchandising functions
of the Group. She has specialised herself for eight years in the field. She
joined the Group in 2001. Before joining the Group, she was providing
service in a multinational apparel brand in Japan. Ms. Kobayashi holds a
diploma of English Language from Seisen Women'’s University in Tokyo,
Japan.

Ms. LAM Ka Pik, Lucia, aged 30, Internal Audit Manager. Ms. Lam
holds a bachelor degree in Accountancy from Hong Kong Polytechnic
University. She is an associate member of the Association of Chartered
Certified Accountants, an associate member of the Hong Kong Society
of Accountants and a member of the Institute of Internal Auditors.
Ms. Lam joined the Group in 2000. Before joining the Group, she has
over five years’ experience in the audit field.

ANNUAL REPORT 2002 % %R
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DIRECTORS AND SENIOR MANAGEMENT PROFILES
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Mr. LAM Chuen Chi, aged 47, Senior Vice President, International
Business. Mr. Lam is a veteran in the Asian retailing industry. Ever since
he graduated from The Chinese University of Hong Kong in 1979, he has
exposure in the retail markets in Hong Kong, Singapore, Taiwan, Korea,
the Philippines and Japan. During the period from 1986 to 1996,
Mr. Lam managed the Group’s retail operations in different markets
including Hong Kong, Singapore and Taiwan. He re-joined the Group in
1999 and stations in Singapore responsible for international business
development.

Mr. LAU Kwok Kit, Albert, aged 46, Vice President of Tiger Enterprises
Limited. Mr. Lau holds a bachelor degree in Business Administration and
Commerce from the University of Alberta in Canada. He joined the Group
in 1996 and is responsible for the Group’s business development in
Mainland China. Prior to joining the Group, Mr. Lau had seven years’
external and internal audit experiences in the finance sector in which he
worked for Alberta Provincial Government as an auditor for the financial
institution for four years. He also had experience in business investment
and administration in a listed company in Hong Kong. Mr. Lau is the
brother of Mr. Lau Kwok Kuen, Peter, the Chairman of the Group.

Ms. LAW Chui Yin, Alison, aged 35, Assistant to Chairman. Ms. Law
holds a bachelor degree in Commerce from the University of British
Columbia in Canada and is a member of the Society of Certified
Management Accountants of British Columbia and a Chartered Financial
Analyst (CFA) charterholder. Ms. Law joined the Group in 2001 and is
primarily responsible for investor relations. Before joining the Group, she
worked in the fund management and investment analysis field for eight
years.

Ms. LEUNG Sze Man, Alice, aged 33, Company Secretary. Ms. Leung
is a graduate of Hong Kong Polytechnic University. She is an associate
member of The Hong Kong Institute of Company Secretaries. Ms. Leung
joined the Group in 1997 and has over 10 years’ experience in the
company secretarial field.

Mr. LUI Chi Hung, aged 41, Group Financial Controller. Mr. Lui holds an
MBA degree from The Hong Kong University of Science and Technology
and a Master degree in Finance from The Chinese University of Hong
Kong. He is a fellow member of the Association of Chartered Certified
Accountants. Mr. Lui is also an associate member of the Hong Kong
Society of Accountants and the Certified General Accountants’ Association
of Canada. He joined the Group in 2002. Mr. Lui has over 20 years’
experience in finance and accounting fields.
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DIRECTORS AND SENIOR MANAGEMENT PROFILES

Ms. TANG Wai Shan, aged 34, General Manager of Global Apparel
Manufacturing Limited. Ms. Tang holds an MBA degree from The Chinese
University of Hong Kong. She joined the Group in 1990 as a management
trainee. Ms. Tang has gained extensive experiences in manufacturing
operations in Hong Kong and Mainland China.

Mr. WONG Pak Chuen, Paul, aged 35, Assistant General Manager.
Mr. Wong holds a bachelor degree in Social Sciences from the University
of Hong Kong. He joined the Group in 1990 as a management trainee.
Presently, Mr. Wong is responsible for retail operations and business
development in the northern part of Mainland China. He has gained
extensive experiences in the Group’s retail operations in Hong Kong,
Mainland China and Taiwan.
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Dear Shareholders,

Turnover in 2002 was HK$3,588 million, a 3.1 percent increase from the
HK$3,479 million reported in 2001.

Profit attributable to shareholders in 2002, after taking one time charges
in pulling out from Germany, was HK$341 million, a decrease of
9.5 percent from the HK$377 million recorded in 2001.

Gross margin, on a consolidated basis, rose to 46.7 percent, against
44.4 percent in 2001. At year end, inventory turnover was 26 days,
compared with 30 days at year end of 2001.

The Board has recommended a final dividend of 4.5 HK cents per share
for 2002 and special dividend of 10.0 HK cents per share. Total dividend,
including the 4.5 HK cents interim dividend per share, amounts to
19.0 HK cents per share.

The Company’s operating markets performed differently during 2002.
More information is disclosed in the Management’s Discussion and
Analysis section in this annual report.

Overall, in 2002 the Company was continuing its effort to strengthening
its brand position in all markets, refusing to resort to price-cutting as
many of our competitors were doing. We hold the belief that when the
economy rebounds, our strong brand position will distinguish itself from
the competition.

During 2002, the Company made decisions to pull out from the Germany
market which turned problematic to us after early months of operation.
The Company also took moves to further downsize our manufacturing
operation to take advantage of outsourcing opportunities. The effect of
both decisions had been reflected in the accounts of 2002.

The year 2003 will not be easy for all retailers. However, on a solid
financial position, strong brand positioning and the absence of one time
charges, we are looking for growth both in turnover and profit attributable
to shareholders.
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Management and | are thankful to the support from our shareholders and
suppliers. We also encourage our staff to continue the initiatives started
during 2001 and 2002 in restructuring our information systems and
procurement processes. These initiatives will require continued resolve
and further effort to complete.

PETER LAU
Chairman

March 13, 2003
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RESULTS OF OPERATIONS

Turnover

For the fiscal year ended December 31, 2002, total turnover increased
3.1 percent, to HK$3,588 million (2001: HK$3,479 million).

Sales of the Retail and Distribution Division, which accounted for
94.1 percent of the Group’s total turnover, amounted to
HK$3,375 million (2001: HK$3,262 million). This represented a
year-on-year growth of 3.5 percent.

The Manufacturing Division registered a 4.4 percent growth from the
previous year in turnover before elimination of inter-segment sales, to
HK$759 million (2001: HK$727 million). Turnover after elimination of
inter-segment sales was HK$213 million (2001: HK$217 million), a
1.8 percent decrease from the prior year.

Gross Profit

Gross profit increased 8.6 percent over 2001, to HK$1,677 million (2001:
HK$1,544 million). By the end of the fiscal year, gross profit margin
expanded by 230 basis points to 46.7 percent (2001:
44.4 percent).

Amid the weak consumer sentiment and deflationary environment,
Management reiterated the strategy of margin expansion through offering
meaningfully differentiated and high value-added merchandise for the
Giordano brand and enhancing sourcing capabilities for the Bluestar
Exchange brand.
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Distribution, Administrative and Other Operating Expenses

Total operating expenses were HK$1,400 million (2001:
HK$1,299 million), up 7.8 percent year-on-year. When new markets were
excluded from the calculation, total operating expenses would have
increased 5.0 percent over the prior year. Distribution expense, totaling
HK$994 million (2001: HK$928 million), rose 7.1 percent from 2001. In
2002, shop occupancy charges increased 9.9 percent and shop staff
cost grew 5.6 percent, mainly due to trading area expansion and rental
hikes in certain markets. Administrative expense rose 13.1 percent to
HK$155 million (2001: HK$137 million). The increase was largely
attributable to new outlet openings and the impact of the two new markets
operating for the full year.

Other operating expense increased from HK$234 million in 2001 to
HK$251 million in 2002, up 7.3 percent year-on-year. The closure of the
Bluestar Exchange operations in Germany at the end of September
resulted in a HK$10 million fixed assets write-off and incidental costs
from cessation of business.

Operating Profit and Earnings before Interest, Taxation,
Depreciation and Amortization Expense (EBITDA)

Operating profit amounted to HK$375 million, up 0.8 percent from
2001's HK$372 million. If new markets were excluded, operating profit
would have increased by 9.0 percent. Fiscal year 2002 was the maiden
year to book the full 12 months of operating losses in Japan.

Operating profit from the Retail and Distribution Division was
HK$310 million (2001: HK$297 million), representing 82.7 percent (2001:
79.8 percent) of the Group’s operating profit.

Operating margin remained almost at the same level as that of 2001
(2002: 10.5 percent; 2001: 10.7 percent). However, when new markets
were excluded, operating margin would have increased to 11.9 percent,
from 11.2 percent recorded in 2001.
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EBITDA edged down by 1.5 percent year-on-year to amount to
HK$573 million (2001: HK$582 million). Decline in EBITDA was mainly
due to losses from the new markets. If Japan and Germany markets
were excluded, EBITDA would have increased 3.3 percent over the prior
year. EBITDA margin was 16.0 percent, 0.7 percentage point lower than
the 16.7 percent recorded in 2001. If new markets were excluded, the
EBITDA margin would have been 17.4 percent, almost flat at last year’s
level (2001: 17.2 percent).

Profit Attributable to Shareholders

Profit attributable to shareholders amounted to HK$341 million (2001:
HK$377 million), represented a 9.5 percent decline from the previous
year. If new markets were excluded, profit attributable to shareholders
would have decreased by 1.1 percent. Performance of our Korean
operation was less than satisfactory which resulted in a year-on-year
decline in share of profits of associated companies. Minority interests
increased by more than two-folds, mainly due to strong performances of
our Indonesian operation and a non-wholly owned subsidiary in the
manufacturing division.

The Group’s effective tax rate increased from 16.9 percent in 2001 to
20.0 percent. If losses from the two loss-making markets, namely Japan
and Germany, were excluded, effective tax rate would have been
18.2 percent for the year ended December 31, 2002. Higher tax rate
was mainly attributable to increased profit contribution from the Southeast
Asian markets with relatively higher tax rates. Future effective tax rate
will be dependent on the composition of profit contribution from the
Group’s various markets.

Cash Flow

Cash inflow from operating activities increased to HK$481 million in 2002
from HK$379 million in 2001. The HK$117 million decrease in trade
receivables, other receivables, deposits and prepayments in 2002
contrasted with the HK$75 million increase in the same account in 2001,
Decrease in accounts receivable was largely due to the redemption of
tax certificates after the settlement of a tax claim with the Hong Kong
Inland Revenue Department. The improvement in cash flow was partly
offset by the HK$95 million decrease in trade payables, other payables
and accruals in 2002 compared with HK$30 million increase in payables
and accruals in 2001. Due to our healthy cash position, Management
opted to voluntarily shorten the payment terms with our suppliers. In
addition, due to increased adoption of the just-in-time system among
the Group, a high proportion of products were shipped only when needed.
The initiatives above led to a lower payable account at year-end.
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Cash outflow from investing activities decreased to HK$150 million in
2002 from HK$248 million in the prior year. The decrease was largely
due to the absence of payment for leasehold commitment and prepayment
of long-term lease from the previous year. In 2002, HK$100 million was
used to secure a nine-year long-term lease for the premises of our second
flagship store in Hong Kong.

Cash outflow from financing activities increased to HK$268 million in
2002 from HK$172 million in 2001. During the year, the Group repaid
HK$71 million of its bank loans. In the meantime, the Group borrowed
HK$23 million of new loan compared to HK$47 million in 2001,

Liquidity and Capital Resources

As at December 31, 2002, cash and bank deposits amounted to
HK$667 million (2001: HK$579 million).

The Group'’s working capital increased from HK$798 million in 2001 to
HK$861 million in 2002. This led to a major improvement in current ratio,
from 2.3 times in 2001 to 2.8 times in 2002.

At the end of the year, the Group’s inventory totaled HK$252 million,
down from the HK$283 million recorded in 2001’s year-end. With our
Management’s zealous efforts in enhancing the Group’s inventory
management, our inventory turnover on sales improved to 26 days in
2002, from 30 days in 2001.

As at December 31, 2002, the Group’s long-term portion of the finance
lease amounted to HK$5 million (2001: HK$10 million). This outstanding
liability is denominated in Renminbi at an interest rate of 12.0 percent
per annum until 2005. Total liabilities amounted to HK$485 million, down
from HK$625 million in 2001. Shareholders’ equity was HK$1,868 million,
compared with HK$1,695 million recorded in 2001’s year-end. This
resulted in a debt to equity ratio of 26.0 percent (2001: 36.9 percent).
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As part of the Group’s risk management policy, it has entered into
agreements for forward purchases of foreign currencies during the normal
course of business. As at December 31, 2002, the total outstanding
foreign exchange contracts purchased with banks amounted to
HK$15 million (2001: HK$31 million). In addition, selective markets
continue to resort to local sourcing, where appropriate, as a means to
reduce foreign currency risk.

Due to lower store-opening activities during the year, capital expenditure
amounted to a mere HK$80 million (2001: HK$125 million). The
expenditure represented 16.6 percent (2001: 33.0 percent) of net cash
inflow from operating activities.

The Group had financing facilities totaling HK$704 million at the end of
the year (2001: HK$748 million), of which HK$54 million of the revolving
loan facility had been drawn and was outstanding. As at December 31,
2002, the Group had contingent liabilities of HK$47 million (2001:
HK$60 million), incurred in the normal course of business.

HUMAN RESOURCES

On December 31, 2002, the Group had approximately 8,000 employees.
The senior management team consisted of 12 people, in which about
half of them had been with the Group for over eight years.

The Group offers share options to majority of the senior managers, as a
means to reward and retain high caliber of the management team. In the
meantime, competitive remuneration packages and goal-oriented bonuses
are paid to different levels of staff.
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HIGHLIGHTS OF THE RETAIL AND DISTRIBUTION
DIVISION

Turnover of the Retail and Distribution Division grew 3.5 percent to
HK$3,375 million (2001: HK$3,262 million). Sales growth was mainly led
by operations in Mainland China, Hong Kong and Singapore, as well as
the other smaller markets.

During the year, comparable store sales declined 1.8 percent from the
previous year, while comparable store gross profit was flat. This
demonstrated the effectiveness of the Group’s strategy of focusing on
margin expansion.

In 2002, Giordano Core Line achieved a 2.5 percent retail turnover growth
compared to the previous year. All markets experienced year-on-year
sales improvement during the year, except Hong Kong and Taiwan. Hong
Kong sales slipped 2.5 percent mainly due to the closure of one of the
key contributing stores, the Capitol Centre shop, for seven months. In
Taiwan, sales declined on the back of tough retail market. Retail gross
margin of the Giordano Core Line increased 1.3 percentage points.
All markets achieved gross margin improvement during the year.

Turnover of Giordano Ladies increased 11.8 percent and gross profit
margin fell 2.3 percentage points when compared to 2001’s. Sales growth
was mainly driven by the Mainland China market, where the brand had
gradually accumulated a group of loyal customers. Gross profit margin
was mainly dragged down by clearing activities in Taiwan in the middle
of the year and in Mainland China towards the end of the year.

Bluestar Exchange’s turnover jumped 27.0 percent on the back of high
organic growth in Hong Kong, and higher store counts in Germany and
Taiwan compared to 2001. Gross profit margin fell 1.0 percentage point,
mainly attributable to clearance sales in Germany due to discontinuation
of business.
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MAINLAND CHINA

2002 2001 2000 1999 1998

HER(BWEETL) ™ Sales (HK$ millions) 856 808 712 544 513
BRRREEE(BL) ™ Sales per square foot (HK$) ** 4000 4700 5500 5500 4,800

AREATZHER

Comparable store sales

BmiCRp) *** increase/(decrease) *** - - 6% 8%  (21%)
HERB(FHR) Saleable area (sq. ft) **** 434,800 382,600 298,300 222,600 198,500
FImee Number of stores **** 532 461 357 253 211
EEEHA Number of sales associates ™**** 633 540 480 350 346
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Including net sales to authorized dealers

On weighted average basis for directly managed stores

For directly managed stores which were open for the full 12 months in
each of the two fiscal years under comparison

R Total directly managed and authorized dealer stores as at December 31

“***X For directly managed stores as at December 31

Turnover grew 5.9 percent to HK$856 million (2001: HK$808 million).
Sales started to slow down in the fourth quarter, largely attributable to
non-seasonally warm weather in November and December, as well as
intensified price competition. Sales per square foot fell to HK$4,000 in
2002 from HK$4,700 in 2001. New stores that were added to the system
during the year had not yet reached the optimal efficiency level.

The retail market was overheated in Mainland China. Upon Mainland
China’s entry into the World Trade Organization, many new retailers rushed
into the market to capitalize on the rising affluence of the Chinese
population. Many of these late comers have relatively strong financial
backing. They have been bidding up staff cost as well as rental cost,
mainly in the major cities’ prime shopping areas. Escalated costs had
inevitably put pressure on the operating profit margin.
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As part of the Group’s multi-branding strategy, the Group launched the
Bluestar Exchange line in Mainland China and opened nine outlets in the
last quarter of the year. While the Giordano Core Line focuses on offering
high value-added products, the Bluestar Exchange line focuses on value-
for-money products catered for the budget conscious group.

Mainland China will remain as one of the Group’s major earnings drivers
in the medium term. We will continue to expand our Giordano Core
Line’s distribution network by opening new self-managed stores mainly
in the tier one cities and authorized dealers’ outlets principally in the
second and third tier cities. We will continue to work closely with our
authorized dealers. An extensive incentive program was introduced to
help to boost performance of the authorized dealer shops. In 2003, the
Group will continue to consolidate the non-performing authorized dealer
shops. In 2002, 17 of them were converted into self-managed shops.

Management will continue to develop the Giordano Ladies line in the
bigger cities. Initial responses to the niche line have been well-received.
Management will be more prudent in store expansion plan in the near
term. The Group plans to add about 30 new outlets under the Giordano
Core Line and about 40 or more new Bluestar Exchange stores in 2003.
In 2002, there was a net addition of 71 outlets to the system in aggregate.
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OF RESULTS OF OPERATIONS AND FINANCIAL CONDITION

5 B HONG KONG

2002 2001 2000 1999 1998
HER (BB ET) Sales (HK$ millions) 776 760 788 682 588
BRHREERE (B) * Sales per square foot (HK$) * 6,800 6,400 7,000 9,400 11,100

AREATZHER

Comparable store sales

Ei/CRD) ** increase/(decrease) ** 3% (8% (5% 8%  (22%)
HERB(FAR) *** Saleable area (sq. ft) *** 116,400 114,200 127,300 100,000 58,300
FmEe Number of stores *** 73 72 74 61 49
EEEHRE Number of sales associates *** 537 462 514 441 326
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On weighted average basis

** For stores which were open for the full 12 months in each of the two fiscal

years under comparison

*** As at December 31

Turnover amounted to HK$776 million (2001: HK$760 million), which
was 2.1 percent higher than that of the previous year. During the year, all
lines experienced gross margin enhancement.

One of the major sales contributors to the Giordano Core Line, the
Capitol Centre shop, was closed for renovation for seven consecutive
months during the year. This largely resulted in a 2.5 percent year-on-year
decline in sales for the line. The Capitol Centre shop was re-opened on
September 28, 2002. It is now revamped into the second flagship store
in Hong Kong. Located in one of the busiest shopping districts in
Hong Kong, the shop continued to enjoy very high traffic flow since its
re-opening.

Turnover of Giordano Ladies increased 3.1 percent compared to that of
2001. Gross margin improved on successful product launches which
minimized mark down activities. During the year, there was a net closure
of two non-performing shops.

Bluestar Exchange recorded a 24.0 percent turnover growth over the
prior year. After breaking even towards the end of 2001, the line started
to contribute meaningful profits to the Group’s bottom line in 2002.
Five shops were opened in 2002, of which four of them were added in
the fourth quarter of the year. Bluestar Exchange will continue to solidify
its position in the value-for-money market segment.
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" g TAIWAN
2002 2001 2000 1999 1998
HER (BB ET) Sales (HK$ millions) 677 746 871 953 710
BRHREERE (Bx) * Sales per square foot (HK$) 2,900 3600 5500 6,000 4,300

AREATZHER

Comparable store sales

() pgm ** (decrease)/increase ** (15%)  (14%) (4%  31% (8%)
HEAB (FAR) *** Saleable floor area (sq. ft,) *** 232,900 232,400 184,500 165,700 156,400
= R Number of stores *** 182 181 159 178 184
EEEHA Number of sales associates *** 773 763 826 827 680
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On weighted average basis

** For stores which were open for the full 12 months in each of the two fiscal

years under comparison
As at December 31

* Kk
Turnover declined 9.2 percent to HK$677 million (2001: HK$746 million).
Macro environment remained to be bleak. Unstable political front coupled
with high unemployment rate further dampened consumer sentiment.
New product strategy had taken more time than expected to work through
the organization for effective implementation; which partly explained the
subdued sales performance. However, gross margin improved by nearly
one percentage point due to less price promotions and higher average
retail price.

As part of the shop portfolio enhancement program, during the year,
there was a net closure of four outlets under the Giordano Core Line.
During the same year, one Giordano Ladies shop was closed.

Giordano Ladies had successfully built a distinctive market position in
Taiwan. It stands out from the rest of the peers for its high quality
products and intimate services. By solidifying its local management team,
Management is confident that it can deliver even better results in 2003.

After the line’s major roll-out in these two years, some of Bluestar
Exchange’s products are gradually gaining recognition in the local market.
In the second half of the year, three new outlets were opened.
Management will continue to expand its distribution network, mainly
through hypermarkets.

Management believes the declining trend will be captured in 2003. The
team will focus on meaningfully differentiated products by taking
advantage of the global product development platform.
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SINGAPORE

2002 2001 2000 1999 1998

HEB(ERBET)

Sales (HK$ millions) 372 330 349 349 234

BYARHEER (B)

Sales per square foot (HK$) * 9,000 9700 13,300 13,800 8500

AREATZHER

Comparable store sales

() sgm ** (decrease)/increase ** (7%)  (13%)  (5%)  48%  (16%)
HERABE(FAR) Saleable floor area (sq. ft) *** 46,000 37,800 32,400 24,400 28,000
FmgE Number of stores *** 49 44 35 o7 31
EE588 Number of sales associates *** 320 278 054 228 202
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On weighted average basis

** For stores which were open for the full 12 months in each of the two fiscal

years under comparison
As at December 31

—_
Turnover rose 12.7 percent to HK$372 million, from HK$330 million in
2001. Sales improved significantly in October and November when people
shopping ahead of the implementation of the Goods and Services Tax in
December. Comparable store sales growth improved from -13.4 percent
in 2001 to -7.0 percent in 2002. The negative performance was largely
due to changes in the shopping catchment area. Increase in the number
of shopping malls resulted in diluted foot traffic in the existing shops.

During the year, some of the smaller shops were replaced by some
bigger format and better image shops. Despite the volatile economy and
fickle consumer sentiment, many Asian and European retailers rushed or
expanded into the market aggressively in the second half of the year.
Influx of the new comers had inevitably bided up rental costs in the
major shopping areas.

Management expects 2003 to be another difficult year. With sustained
high unemployment rate, consumer sentiment is likely to remain weak.
This would limit the scope for retailers to pass on the Goods and Services
Tax hike to customers. In order to sustain high gross margin, Management
would work harder on providing meaningfully differentiated and high
value-added products.
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OTHER ESTABLISHED MARKETS

Turnover of our other established markets in 2002 is summarized in the
following table. During the year, all of these markets experienced major
year-on-year gross margin improvement. In aggregate, they are becoming
a more significant contributor to the Group’s turnover and profits. In
2002, these markets together accounted for 8.8 percent of the Group’s
total retail and distribution turnover, compared to 6.8 percent recorded
in 2001.

(KB HETAREN) ERAEE BN ZH e &t
(In HK$ millions) Malaysia  Australia Thailand Indonesia Total
—ET_F

Year 2002 114 98 38 46 296
—EE

Year 2001 100 64 29 29 222
L & 7 28

Year-on-year increase 14.0% 53.1% 31.0% 58.6% 33.3%
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NEW MARKETS

Japan

Three new outlets were opened in October. Two of them are located in
Tokyo and one in Osaka. Unlike the first four stores, these new ones
have much smaller store formats, about 1,500 square feet each, and
rental payments are linked to sales performance. Performance of these
new outlets have been meeting Management’s expectation. Sales of the
other four existing stores started to pick up in the fourth quarter. In
2008, the shop located in the Universal Studio (Japan) shopping mall will
be relocated into a higher traffic but smaller format location. The shop
located in Harajuku is likely to be re-formatted in order to reduce fixed
costs. Management is confident that the Giordano brand and product
quality will gain a high level of recognition in the market in the near term.
A prudent expansion plan is planned for 2003.

Germany

The joint venture in Germany was dissolved and the entire 23-outlet
Bluestar Exchange chain was closed on September 30, 2002.
Management made a prudent decision to cut losses at an early stage
due to recognition of the inappropriate distribution channel. The
discontinuation of operation incurred a HK$10 million non-recurring costs.
The brief 18 months of operation in Germany allowed Management to
establish good relationships with some European retailers and suppliers,
which will be beneficial for the Group’s future expansion in Europe. Going
forward, Management will be very cautious towards Europe expansion,
despite frequent enquiries.
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JOINT VENTURES

Korea

Turnover stayed almost at the same level as that of last year. Coupled
with a slower economy and weakening consumer confidence, consumer
spending started to contract dramatically in the fourth quarter. Competition
also stepped up, from predominantly local brands to the recent foreign
entrants. Price promotions were more commonly offered by other retailers
than before. In 2003, Management will strive to sustain its leading market
position and capitalize on the brand’s competitive edge through offering
differentiated and innovative products. Product development team will
work harder to monitor changes in consumer tastes and modify their
designs in a timely manner.

Middle East

Turnover improved 12.7 percent compared to the year before.
Management is pleased with the robust sales growth amid the unstable
situation in Irag and the recent series of bombing which led to a sudden
drop in tourist arrival, especially in Dubai. After spending lots of efforts in
building the brand in the Middle East, the Giordano brand is now being
recognized as one of the leading casual wear brands in the region. The
Middle East team is one of the forerunners among the Group to practice
customer relationship management to its fullest. Its success was
exemplified by its recent recognition by the Government of Dubai’s
Customer Service Excellence Scheme as one of the most outstanding
companies in customer service.
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HIGHLIGHTS OF THE MANUFACTURING DIVISION

The Manufacturing Division’s turnover before elimination of inter-segment
sales was HK$759 million (2001: HK$727 million), a 4.4 percent increase
over the previous year. Gross profit margin improved by
350 basis points, mainly attributable to shifting our fabric sourcing from
Hong Kong agents to fabric mills directly. Operating profit fell to
HK$54 million, from HK$57 million registered in 2001. Profit contraction
was mainly due to decline in commission income as the Group’s
intermediary role is diminishing.

In fiscal year 2002, the Manufacturing Division provided about
26.0 percent (2001: 24.0 percent) of the Retail and Distribution Division’s
sourcing requirement.

As part of the Group’s plan to divest its manufacturing business, one of
the Group’s wholly-owned manufacturing companies is in the process of
transforming into a trading company which provides a comprehensive
range of value-added services. This transformation should have no material
impact on the Group’s financial statements.

The near-term strategy for the Manufacturing Division is to diversify into
providing value-added services besides pure manufacturing. Management
will work more closely with the clients and will help them to source raw
materials by utilizing its own network. In the meantime, the team will
continue to solicit long term clients in order to diversify its client base
and to drive sales growth. In addition, Management will identify
high-quality factories which they can use to cope with the anticipated
increased orders without adding its own capacity.

The following table shows a breakdown of our manufacturing turnover:

2002 2001 2000 1999 1998

BEB(EEHET)
EXEEIL:
ZN- -]
F=%

SN

B0

B K B

7

Hiti =

Turnover (HK$ millions) 759 727 727 565 613
Percentage of turnover to:
The Group 72 70 72 65 58

Third Parties

Japan 23 25 17 15 20
Hong Kong 3 3 5 18 10
Mainland China - - 4 - 1
Korea - 1 2 - 1
Others 2 1 - 2 10
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OUTLOOK

Looking into 2003, Management expects an even tougher business
environment compared to the previous two years. Economies and
consumer sentiment will be worsened if the United States and Irag go
into war. In view of a shrinking customer demand pie in the region, the
Group has to work harder to gain customer share from other retailers.
Sustaining our leading position in the established markets, enhancing
the Group’s profitability, and developing new markets are crucial to the
Group’s longevity. In 2003, Management will focus on the following:

(1) Better merchandise and tighter inventory control

Product development teams need to be very alert to changes in
consumer tastes and adjust their merchandise in a timely basis.
Product launches should be carefully planned for in order to avoid
accumulation of excess inventories which will lead to product mark
down. Product differentiation and tight inventory control are key for
survival in the prevailing challenging retail environment. The Group
will continue to adopt just-in-time and quick response systems to
better control product lead time and inventory levels.

(2) Brand image enhancement

Besides offering higher value-added products, the Group will
continue to enhance the visual merchandising of all shops. Our own
statistics have shown that, better shopping environment and layout
could help to entice customers to spend more time and money in
our shops. An on-going shop portfolio enhancement program will
ensure that shops located in a non-targeted population will be
phased out. In the established markets, smaller format shops will
be replaced by larger format ones and flagship stores will be
established wherever appropriate. In Hong Kong, the second flagship
store was opened in late September which should help to boost
Hong Kong’s performance in 2003. In Mainland China, a flagship
store will be opened in one of the prominent shopping districts in
Shanghai towards the end of 2003. In Singapore, bigger format
stores were opened in the key shopping areas while some of the
smaller shops in the residential areas will be consolidated. In addition,
the Group will also allocate sufficient advertising and promotion
budget in brand building campaigns.
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(4)

Improving performance of the younger markets

After operating in Australia for approximately three years, the
operations turned into profits in 2002. In 2003, Management will
continue to penetrate into the mainstream population and better
entrench the Giordano brand in the minds of the Australians. In
Japan, operating losses incurred to date are within budget. With
the existing seven stores, the Group will seek to expand the network
in Tokyo and Osaka carefully. In the meantime, Management will
modify shop formats of the existing stores.

Better usage of information technology

Upon the refinement of the global information technology platform,
all markets can access their respective real time sales figures and
inventory levels. This new and improved system includes an alert
feature, whereby respective users will be reminded of potential
merchandise or inventory problem at an early stage. With proper
data mining, Management and staff can better understand
customers’ tastes and buying pattems. This should help the sales
team to serve customers more effectively and the product
development team to respond more rapidly to changes in customers’
preferences. In addition, with the data collected, the Group can
implement customer relationship management more effectively.
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The directors have pleasure in submitting their report together with the
audited financial statements of the Company and the Group for the year
ended December 31, 2002.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal business
of the Group is the retailing and distribution of casual apparel and
accessories under Giordano, Giordano Ladies, Giordano Junior and
Bluestar Exchange brands. These brands offer basic to modern
fashionable apparel of quality and value. The Group also carries on apparel
manufacturing operation, supporting the Group’s retail business and
supplying products to third parties.

SEGMENT INFORMATION

An analysis of the Group’s performance by principal activities and
geographical locations of operations for the year ended
December 31, 2002 is set out in note 2 to the financial statements on
pages 51 to 55.

RESULTS

The results and cash flow of the Group for the year ended
December 31, 2002, and the state of affairs of the Company and of the
Group as at that date, are set out in the financial statements on pages
37 to 79.

DIVIDENDS
An interim dividend of 4.5 HK cents per share was paid on
September 11, 2002.

The directors recommend to shareholders the payment of a final dividend
of 4.5 HK cents per share and a special dividend of 10.0 HK cents per
share for the year ended December 31, 2002.

RESERVES
Movements in reserves during the year are set out in the Statement of
Changes in Equity on pages 41 and 42.

DISTRIBUTABLE RESERVES

As at December 31, 2002, the retained profits of the Company together
with the contributed surplus available for distribution amounted to
HK$1,030 million (2001: HK$931 million).

CHARITABLE DONATIONS
Donations made for charitable purposes by the Group during the year
amounted to HK$0.3 million.

A RNATIONAL LIMITED
& m AR & F

ANNUAL REPORT 2002 % %R



B E & &

AEER SEARFELHEENTELZER
BE AFEETEEZYBRANFEIR
G4B 2B REM AT

FEME L B
RPN EE _F+_A=1+t—HBHIEWE
NRIEBEHENE76E79E 2 K HmAM 28 -

E E g B & F
DIRECTORS’ REPORT

FIXED ASSETS

During the year, the Group acquired fixed assets of approximately
HK$80 million. Movements in fixed assets during the year are set out in
note 11 to the financial statements on pages 63 and 64.

PRINCIPAL SUBSIDIARIES

Particulars of the Company’s principal subsidiaries as at
December 31, 2002 are set out in note 28 to the financial statements on
pages 76 to 79.

HTER EFEXLR BANK LOANS, OVERDRAFTS AND OTHER
Hft & & BORROWINGS
RZZEZ-_F+-_A=+—H AEEZHEIT Asat December 31, 2002, the Group’s bank loans, overdrafts and other
ER BIREMERARNTHEEER borrowings were repayable over the following periods:
RITERREX HAtfER
Bank loans Other
(S EET BENM) (In HK$ millions) and overdrafts borrowings
Bt s —F A On demand or within one year $53 $4
—FEMFA Between one and two years - 5
$53 $9

IERWMAREFR
AEEEEAMEEREPFEMEE e
BEHEREHZ=T -

+E MK R H
AEBEBETENBFRE 2 EE  EENAG
MBENFE2RIE -

B &
ARRZBRARFRESFBHNEBHLZ
BRI AT -

M Bx # ¥ ©
BREEZBERADAIBRERAFRER
HBHFIBHANFEBOEL4E o

MAJOR SUPPLIERS AND CUSTOMERS

The aggregate percentages of purchases and sales attributable to the
Group’s five largest suppliers and customers respectively are less than
30 percent.

TEN-YEAR FINANCIAL INFORMATION
A summary of the results, assets and liabilities of the Group for the last
ten fiscal years is set out on pages 2 and 3.

SHARE CAPITAL
Details of the movements in share capital of the Company during the
year are shown in note 17 to the financial statements on page 68.

SHARE OPTION INFORMATION

A summary of the share option scheme and details of the movement
in share options of the Company during the year are set out on
pages 80 to 84.
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William Garrett BENNETTSE & #

BRAKE "

HBXELEE
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# JEHTT
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BEEE  BEBME-

RAREH  ARAREERAEEFREE
ANEZBEERETEINIE -

EERBAED
EARBRZBRREFAGLBEREL
ZEE BEEXQAZAMBRRGILAE
BAAR—FABARECAEMERN M
BIEZREEH -

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Bye-Laws although there are no restrictions against such rights under
the laws of Bermuda.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

The Company has not redeemed any of its shares during the year. Neither
the Company nor any of its subsidiaries has purchased or sold any of
the Company’s shares during the year.

DIRECTORS
The directors who held office during the year and up to the date of this
report were:

Mr. LAU Kwok Kuen, Peter

Mr. AU Man Chu, Milton *

Mr. William Garrett BENNETT #

Mr. Barry John BUTTIFANT *

Mr. FUNG Wing Cheong, Charles

Mr. LEE Peng Fei, Allen, Jp *

Mr. MAH Chuck On, Bernard

Mr. WONG Pak Chuen, Paul
(resigned on February 15, 2003)

Independent non-executive
#  Non-executive

Messrs. Lee Peng Fei, Allen and Mah Chuck On, Bernard will retire at
the forthcoming Annual General Meeting in accordance with Bye-Law 98
of the Company’s Bye-Laws and, being eligible, offer themselves for
re-election.

Biographical details of the directors of the Company and senior
management of the Group as at the date of this report are set out on
pages 7 to 11.

DIRECTORS’ SERVICE CONTRACTS

The directors being proposed for re-election at the forthcoming Annual
General Meeting do not have any service contract with the Company or
its subsidiaries which is not determinable by the Group within one year
without payment of compensation (other than statutory compensation).

GIORDANO INTERNATIONAL LIMITED
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DIRECTORS’ INTERESTS IN CONTRACTS

None of the directors had a material interest, whether directly or indirectly,
in any contract of significance subsisting during or at the end of the year
to which the Company or any of its subsidiaries was a party.

DIRECTORS’ INTERESTS IN SHARES
As at December 31, 2002, the interests of the directors and chief executive
in the issued share capital of the Company were as follows:

R KT HE
ZBERETRE
v =
Number of shares
over which options

=S EEuE g qE] had been granted which
Director Nature of interest Number of shares remained outstanding
2Bl A
Lau Kwok Kuen, Peter Personal 12,708,000 25,000,000
K& (EPN
Fung Wing Cheong, Charles Personal 800,000 5,900,000
SHz (EPN
Mah Chuck On, Bernard Personal 479,086 6,840,000
BEA% A
Wong Pak Chuen, Paul Personal 1,296,000 748,000

fRERBEN  SEERTRARIKSE 2B
EALHMERAN QR ET AR E QR (KE
(R G0 ([Z&E0)) 2 8E) 2B A
BETHEEANRAERZENE - T \GEHNE
ARRIREARERHMERA R 2 (B
BREZGIE =t —GEMHE | RSB
RIBEERBZERZ) RAERZKD
E-TAGRIAMAZELEMAZ#E -

EEMAEKGMRRSE Z
7
RENEBOEC4E BRI EAMMBEEI -
ARBREEAMBARNFABRET L
ML BEARAEFTARE IEBIR
Wt N\RZFRAEBARRAREAMEE
ZBInREsFmMER -

Save as disclosed above, none of the directors and chief executive or
their associates had any interests in the share capital of the Company or
its associated corporations (within the meaning of the Securities
(Disclosure of Interests) Ordinance (“Ordinance”)) which had to be notified
to the Company and The Stock Exchange of Hong Kong Limited pursuant
to section 28 of the Ordinance (including interests which they were
deemed or taken to have under section 31 of, or Part | of the Schedule
to, the Ordinance) or which were required, pursuant to section 29 of the
Ordinance, to be entered in the register referred to therein.

DIRECTORS’ BENEFITS FROM RIGHTS TO

ACQUIRE SHARES OR DEBENTURES

Save as disclosed in the Share Option Information set out on pages 80
to 84, at no time during the year 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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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

So far as the directors are aware, no parties were, directly or indirectly,
interested in ten percent or more of the issued share capital of the
Company as at December 31, 2002 as recorded in the register required
to be kept by the Company under section 16(1) of the Ordinance.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company were entered into
or existed during the year.

COMPLIANCE WITH CODE OF BEST PRACTICE

In the opinion of the directors, the Company complied with the Code of
Best Practice as set out in Appendix 14 of the Rules Governing the
Listing of Securities on the Stock Exchange (“Listing Rules”) throughout
the year, except in relation to guideline 7: as non-executive directors of
the Company are appointed for a term expiring upon their retirement by
rotation as required by the Company’s Bye-Laws; and guideline 11: as a
matter of the Company policy, remuneration of directors is dealt with by
a Compensation Committee appointed by the board of directors of the
Company and presently it comprises an executive director,
two independent non-executive directors and an independent board
advisor.

AUDIT COMMITTEE

The Company has established an Audit Committee since 1998 in
accordance with the Code of Best Practice as set out in Appendix 14 of
the Listing Rules. Two meetings of the Audit Committee were held during
the year to review and advise the board of directors on the Group’s
financial reporting process and internal controls. As at the date of this
report, the Audit Committee comprises the three independent
non-executive directors of the Company.

AUDITORS
PricewaterhouseCoopers, being eligible, offer themselves for
re-appointment, and a resolution to this effect will be proposed at the

forthcoming Annual General Meeting.

On behalf of the Board
LAU KWOK KUEN, PETER
Chairman

Hong Kong, March 13, 2003
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TO THE SHAREHOLDERS OF
GIORDANO INTERNATIONAL LIMITED

(Incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 37 to 79 which have
been prepared in accordance with accounting principles generally
accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS
AND AUDITORS

The Company'’s directors are responsible for the preparation of financial
statements which give a true and fair view. In preparing financial
statements which give a true and fair view it is fundamental that

appropriate accounting policies are selected and applied consistently.

It is our responsibility to form an independent opinion, based on our

audit, on those financial statements and to report our opinion to you.

BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing
Standards issued by the Hong Kong Society of Accountants. An audit
includes examination, on a test basis, of evidence relevant to the amounts
and disclosures in the financial statements. It also includes an assessment
of the significant estimates and judgements made by the directors in the
preparation of the financial statements, and of whether the accounting
policies are appropriate to the circumstances of the Company and the

Group, consistently applied and adequately disclosed.
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We planned and performed our audit so as to obtain all the information
and explanations which we considered necessary in order to provide us
with sufficient evidence to give reasonable assurance as to whether the
financial statements are free from material misstatement. In forming our
opinion we also evaluated the overall adequacy of the presentation of
information in the financial statements. We believe that our audit provides
a reasonable basis for our opinion.

OPINION

In our opinion, the financial statements give a true and fair view of the
state of affairs of the Company and the Group as at December 31, 2002
and of the profit and cash flows of the Group for the year then ended
and have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, March 13, 2003
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CONSOLIDATED PROFIT AND LOSS ACCOUNT

HE-_ZZ-_H#+-A=+—HILEE
For the year ended December 31, 2002

=3
(LB BET BEN) (In HK$ millions) Note 2002 2001
BEHE Turnover 2 $3,588 $3,479
=W Cost of sales (1,911) (1,935)
EF Gross profit 1,677 1,544
R Al Other revenue 2 98 127
DEER Distribution expense (994) (928)
BEEER Administrative expense (155) (137)
Hhge &R Other operating expense (251) (234)
£ & Al Operating profit 2.3
-REEMS - Existing markets 402 378
—EES - Germany market 2(c) (27) 6)
375 372
BEER Finance expense 4 4) (4)
JEAE Bt & X A g Al Share of profits of associated companies 85 99
B 354 A g 7 Profit before taxation 456 467
18 Taxation 7 (91) (79)
B 35 18 g 7 Profit after taxation 365 388
DYREER Minority interests (24) (11)
% B8P A O A Profit attributable to shareholders 8 $ 34 $ 377
il Dividends 9 $ 274 $ 202
BREF Earnings per share 10
=N Basic 23.7 ¢ 26.3 ¢
B Diluted 23.5¢ 26.0 ¢
37
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—EE_F+-A=+—H
December 31, 2002

%@ Group A7 Company
By &E
(BB 8T BE) (In HK$ millions) Note 2002 2001 2002 2001
BE ASSETS
ERBEE Non-current assets
Bl EEE Fixed assets 11 $ 623 $ 665 $ 198 $ 208
EINGIEE Interest in subsidiaries 12 - - 1,078 1,014
BE A ER Interest in associated companies 13 261 203 - -
MEF & RBRFKIE Rental deposit and prepayment 14 189 94 - -
1,073 962 1,276 1,217
RBEE Current assets
FE Inventories 15 252 283 - -
JE AR 3R Trade receivables 16 136 126 - -
Hih WK - 3Tek Other receivables, deposits and
B 3R prepayments 286 421 3 16
Re RRITHER Cash and bank balances 25 667 579 351 273
1,341 1,409 354 289
HEE Total assets $2,414 $2,371 $1,630 $1,506
EakBaE EQUITY AND LIABILITIES
BAR&HE Capital and reserves
2 Share capital 17 $ 72 $ 72 $ 72 $ 72
1 Reserves 18 1,587 1,486 1,287 1,253
R R B Proposed dividends 9 209 137 209 137
1,868 1,695 1,568 1,462
DY RS Minority interests 61 51 - -
ERBEE Non-current liabilities
RHEE Long-term liabilities 19 5 14 - -
REBAE Current liabilities
JEE 1+ B 3R Trade payables 20 209 331 - -
HihENRRENER Other payables and accruals 177 158 9 9
EHEBZ R Current portion of long-term
liabilities 19 4 5 - -
RITEFRESL Bank loans and overdrafts 25 53 84 53 35
I8 Taxation 7 37 33 - -
480 611 62 44
HBERREE Total equity and liabilities $2,414 $2,371 $1,630 $1,506
2B ENZ
LAU KWOK KUEN, PETER MAH CHUCK ON, BERNARD
EF EF
Director Director
GIORDANO INTERNATIONAL LIMITED ANNUAL REPORT 2002 # 3}
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CONSOLIDATED CASH FLOW STATEMENT

HE-_ZZ -+ _F=+—HILEE
For the year ended December 31, 2002

(LB EET BEM) (In HK$ millions) 2002 2001
REER Operating activities:
B 35 AT % 71 Profit before taxation $456 $467
AR Adjustments for:
FEAL B & A R)&E F Share of profits of associated companies (85) (99)
BrEENE Depreciation of fixed assets 113 111
HEWA Interest income 9) (17)
RITEHF B Interest on bank loans 1 1
MEMEZHE Interest element of a finance lease 3 3
75 45 il 55 Written off of goodwill 1 -
W HEH & N AR 2 Written off of premium on acquisition

i B 55 of associated companies -
HEBRTEEZ FBE Net loss on disposal of fixed assets 13
FEZRD Decrease in inventories 31 20
JEUBRFR « HibfEUE ©  Decrease/(increase) in trade receivables,

HEDSEIE S other receivables, deposits

2B (35 ) and prepayments 117 (75)
FETBR AR~ L 4th 1 3R (Decrease)/increase in trade payables,

LRENERZ other payables and

(R 158 A0 accruals (95) 30
REFHAMELECZRS Cash generated from operations 546 446
BERFE Interest paid (1 1)
ENMEREZFNE Interest element of finance lease payments (3) @)
ENEENEH Hong Kong profits tax paid (18) (20)
BfHEINFIR Overseas tax paid (43) (43)
RELBK2BELRAFHE  Net cash inflow from operating activities $481 $379

819
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CONSOLIDATED CASH FLOW STATEMENT

HE-_ZZ -+ _F=+—HILEE
For the year ended December 31, 2002

Bt

(KB EET BE) (In HK$ millions) Note 2002 2001
BREXK: Investing activities:
BERTCEE Purchase of fixed assets $ (80) $(332)
HEREEEZBA Proceeds from sale of fixed assets 2 1
W B B AR 2 B Purchase of interest in subsidiaries - 1)
METS RIBEMFIBEZEMN Increase in rental deposit and prepayment (95) (94)
2 FE Interest received 9 17
B E QAR E Dividends received from associated companies 11 9
GFHBER=ZMANNLRE Decrease of bank deposits with maturity

ZIRITEBMTFERZRD over three months from date of deposits 3 152
RELBZ2BEREFHE  Net cash outflow from investing activities (150) (248)
MEXKAZ Net cash inflow before

RERAFE financing activities 331 131
MEEK: Financing activities: 24
BEMEMAEZERLS  Capital element of finance lease payments (5 (4)
EELHEBRRER Repayment of minority shareholder’s loan 4 -
BITRAZ A Proceeds from issue of share capital 7 8
FIBIRITER New bank loans 23 47
EERITER Repayment of bank loans (71) (1)
ERVERERE Dividends paid to minority shareholders (16) -
Bk & Dividends paid (202 (222)
MELBK2BELREFE  Net cash outflow from financing activities (268) (172
ReRkBEEEE Increase/(decrease) in cash

28/ CE) and cash equivalents 63 (41)
FARERES Cash and cash equivalents at

LEER the beginning of the year 537 591
HIEEZEEH v HE Effect of foreign exchange rate changes 11 (13)
FREERES Cash and cash equivalents at

LEER the end of the year 25 $611 $ 537
GIORDANO INTERNATIONAL LIMITED ANNUAL REPORT 2002 # iR
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STATEMENT OF CHANGES IN EQUITY

HE-_ZZ -+ _F=+—HILEE
For the year ended December 31, 2002

(a) &ME (a) Group
g% Htthi%
REGES (B3 19)
BE  #)28 Capital RBEE  EiGE Other  ZREA
Share Contributed  redemption Share  Exchange  reserves  Retained A
(WERFETAEN) (In HKS millons) capital surplus reserve  premium reserve  (Note 18) profits Total
RZFRE-R- At January 1, 2002 $72 $383 $3 $456 $(125) $121 $779 $1,605
RER MJB‘Z F@ Profit for the year dealt with by:
ARARNBAT Company and subsiolaries - - - - - - 285 285
AN Associated companies - - - - - - 56 56
REEREFANET Issue of shares under
LB share option scheme - - - 7 - - - 7
“ET-ERERKARE 2001 final and special dividends
’Mﬁ 9 (Note 9) - - - - - - (187) (187)
“EECFRERS(HE) 2002 interim dividend (Note 9) - - - - - - (65) (69
W‘H%ﬁﬁ Transfer to other reserves - - - - - (1) 1 -
BIHBLAR Exchange adjustment on
FRTREY translation of overseas
EiHE subsidiaries and branches - - - - 2 - - 2
RZEEZETZF=1-H  AtDecember 31, 2002 $72 $383 $3 $463 $(98) $126 $919 $1,868
RER Dealt vith by:
ARARRHEAR Company and subsidiaries §12 §383 8 §463 §(98) §12 §733  $1,568
NG Associated companies - - - - - 114 186 300
RZEEZETZF=1-H  AtDecember 31, 2002 $72 $383 $3 $463 $(98) $126 $919 $1,868
ZEE-FIHBETAT: The comparative figures for 2001 are set out as follows:
g% Htthi%
REGES (K3 19)
BE  #)28 Capital RBEE  EiGE Other  ZREHN
Share Contributed  redemption Share  Exchange  reserves  Retained g
(WERFETLAEN) (In HKS millons) capital surplus reserve  premium reserve  (Note 18) profits Total
R-33-%-F-H At January 1, 2001 §7 8383 8 448 § (99 § 9 S61 1,558
REREHRER : Profit for the year dealt with by:
ARERNEBAT Company and subsidiaries - - - - - - 308 308
AN Associated companies - - - - - - 69 69
REERESANET Issue of shares under
LB share option scheme - - - 8 - - - 8
:222%%@&%% 2000 final and special dividends - - - - - - (157) (157)
ZES-FRERE (BT 2001 interim dividend (Note 9) - - - - - - (65) (65)
@%H%ﬁﬁ Transfer to other reserves - - - - - 3 (37) -
BHHBLT Exchange adjustment on
ARRAE 7_ translation of overseas
@Fwﬂ% subsidiaries and branches - - - - (26 - - (26)
RZFE-F+ZFZ1-H  AtDecember 31, 2001 $72 $383 $3 $456 8129 $127 $779 $1,695
RER Dealt vith by:
ARERNEBAT Company and subsidiaries $72 $383 $3 $456 8129 §12 9650 $1,451
BEnd Associated companies - - - - - 115 129 244
RZFE-F+ZFZ1-H  AtDecember 31, 2001 $72 $383 $3 $456 8129 $127 $779 $1,695
41
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STATEMENT OF CHANGES IN EQUITY

HE-_ZZ -+ _F=+—HILEE
For the year ended December 31, 2002

(b) 27 (b) Company
EX
B #E
REx BABR& Capital RBAEE REREAN
Share Contributed redemption Share  Retained &3t
(LBEEETAEN) (In HK$ millions) capital surplus reserve  premium profits Total
RZFE-F—-F-H At January 1, 2002 $72 $540 $3 $456 $391 $1,462
AEEEN Profit for the year - - - - 301 301
REBERENEMENT Issue of shares under
it share option scheme - - - 7 - 7
“ET-FRER 2001 final and
BRI RS (3 9) special dividends (Note 9) - - - - (137) (137)
“ETC_FRHRE 2002 interim dividend
(M 9) (Note 9) - - - - (65) (65)
R=Z2B-F+ZA=+—H AtDecember 31, 2002 $72 $540 $3 $463 $490 $1,568
ZEE-EUHBRETOT The comparative figures for 2001 are set out as follows:
EX
B #E
REx  BABR&H Capital RBAEE REREAN
Share Contributed redemption Share  Retained &3t
(LBEEETAEN) (In HK$ millions) capital surplus reserve  premium profits Total
R-FE-F-H—H At January 1, 2001 $72 $540 $3 $448 $135 $1,198
REEEN Profit for the year - - - - 478 478
REBEREEMENT Issue of shares under
i share option scheme - - - 8 - 8
“ERTERPR 2000 final and
BRI & special dividends - - - - (157) (157)
“ET-FpHRA 2001 interim dividend
(F9) (Note 9) - - - - (65) (65)
RZZFT—F+ZA=Ft—H At December 31, 2001 $72 $540 $3 $456 $391 $1,462
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M o®m O® xR M O
NOTES TO THE FINANCIAL STATEMENTS

—EE-_F+-A=+—H
December 31, 2002

PRINCIPAL ACCOUNTING POLICIES

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

Basis of preparation

The financial statements have been prepared in accordance with
accounting principles generally accepted in Hong Kong and comply
with accounting standards issued by the Hong Kong Society of
Accountants (“HKSA”). The financial statements are prepared under
the historical cost convention.

In the current year, the Group has changed certain of its accounting
policies following its adoption of the following Statements of Standard
Accounting Practice (“SSAPs”) issued by the HKSA which are effective
for accounting years commencing on or after January 1, 2002:

SSAP 1 (revised)
SSAP 11 (revised)
SSAP 15 (revised)
SSAP 33

SSAP 34

Presentation of financial statements
Foreign currency translation

Cash flow statements
Discontinuing operations

Employee benefits

The Group has adopted these new and revised standards in the
accounting policies below, and such adoption has no material impact
on the prior years’ accounts.

Basis of consolidation

()  The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to
December 31, 2002.

(i) All material intercompany transactions and balances within the
Group are eliminated on consolidation.

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

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

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

ANNUAL REPORT 2002 % %R

GIORDANO INTERNATIONAL LIMITED
& NEKBEERARSA

43




B % 3% *x M &

NOTES TO THE FINANCIAL STATEMENTS
—EE_F+-A=+—H

December 31, 2002

FTE® R KK (W) 1. PRINCIPAL ACCOUNTING POLICIES (continued)

(c) B2 F (c) Subsidiaries
MBRABEALAAEEXAEAEREERN

A subsidiary is a company in which the Company, directly or indirectly,

44
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(e)

controls more than 50 percent of its voting power or issued share
capital or controls the composition of its board of directors or have
power to govern its financial and operating policies.

Investments in subsidiaries are carried in the Company’s balance
sheet at cost, less provision for impairment losses. The results of

ABHBAR s XEEE MR EKEKEA subsidiaries are accounted for by the Company on the basis of
B - dividend received and receivable.

(d) B & A7) (d) Associated companies
BMANTIAMBARNIN  EAEEEE An associated company is a company, not being a subsidiary, in
HiEAESERAKRE UTHEERAS which an equity interest is held for the long-term and significant

influence is exercised in its management.

The consolidated profit and loss account includes the Group’s share
of the results of associated companies for the year, and the
consolidated balance sheet includes the Group’s share of net assets
of the associated companies and also the balance of unamortized
premium on acquisition.

Goodwill

Goodwill represents the excess of the cost of an acquisition over
the fair value of the Group’s share of the net assets of the acquired
subsidiary/associated company at the date of acquisition.

Goodwill on acquisitions is included in intangible assets and is
amortized using the straight-line method over its estimated useful
life to a maximum period of 20 years. However, any impairment
arising on such goodwill is accounted for in the year the impairment
takes place. Where an indication of impairment exists, the carrying
amount of goodwill is assessed and written down immediately to its
recoverable amount.

The gain or loss on disposal of a subsidiary or an associated company
includes the unamortized balance of goodwill relating to the company
disposed of, or the related goodwill written off against reserves to
the extent it has not previously been calculated in the profit and loss
account.
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M o®m O® xR M O
NOTES TO THE FINANCIAL STATEMENTS

—EE-_F+-A=+—H
December 31, 2002

1. PRINCIPAL ACCOUNTING POLICIES (continued)

(f) Fixed assets

(i)

(i)

(vi)

Freehold land is stated at cost and is not amortized.

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

Depreciation of leasehold land is calculated to write off its cost
over the unexpired period of the lease.

Depreciation of leasehold buildings and improvements is
calculated to write off their carrying amounts over the unexpired
periods of the leases or their expected useful lives to the Group
whichever is shorter. An asset's carrying amount is the amount
at which it is included in the balance sheet, whether at cost or
valuation, after deducting accumulated depreciation and any
accumulated impairment losses.

Depreciation of fixed assets is calculated to write off their costs
on the straight-line basis over their expected useful lives to the
Group. The principal annual rates used for this purpose are:

Leasehold land and buildings 2%
Leasehold improvements 20%
Plant and machinery 20%
Motor vehicles 20% - 25%
20% - 25%
20% - 25%

Office equipment
Furniture and fixtures

Costs incurred in restoring fixed assets to their normal working
condition are charged to the profit and loss account.
Improvement works are capitalized and depreciated over their
expected useful lives to the Group.
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1. ¥ 2 & 5t B ® (&)

(f) BE&EE (H)
(vi) REEEER  BEEEZREED
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1. PRINCIPAL ACCOUNTING POLICIES (continued)

(f) Fixed assets (continued)

(vii) At each balance sheet date, the carrying amount of fixed assets

are reviewed in order to assess whether there is any indication
of impairment. If any such indication exists, the recoverable
amount of the asset is estimated and where relevant, an
impairment loss is recognized to reduce the asset to its
recoverable amount, such impairment losses are recognized in
the profit and loss account.

(viii) The gain or loss on disposal of fixed asset is the difference

between the net sales proceeds and the carrying amount of the
relevant asset, and is recognized in the profit and loss account.

(g) Assets under leases

(i)

Finance leases

Leases that substantially transfer to the Group all the rewards
and risks of ownership of assets are accounted for as finance
leases. At the inception of a finance lease, the fair value of the
asset is recorded together with the obligation, excluding the
interest element, to pay future rentals.

Payments to the lessor are treated as consisting of capital and
interest elements. Finance charges are charged to the profit
and loss account in proportion to the capital balance outstanding.

Assets held under finance leases are depreciated over the shorter
of their estimated useful lives or the lease periods.

Operating leases

Leases where substantially all the rewards and risks of ownership
of assets remain with the leasing company are accounted for as
operating leases. Rental payments applicable to such operating
leases are charged to the profit and loss account on a straight-
line basis over the lease periods.
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NOTES TO THE FINANCIAL STATEMENTS
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December 31, 2002

PRINCIPAL ACCOUNTING POLICIES (continued)

Inventories

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

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

(i) Work in progress and finished goods — cost of direct materials,
direct labor and an appropriate proportion of production
overheads.

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

Deferred taxation

Deferred taxation is calculated under the liability method in respect
of timing differences which can reasonably be expected to crystallize
in the foreseeable future. Future deferred tax benefits are not
recognized unless their realization is assumed beyond reasonable
doubt.

Translation of foreign currencies

Foreign currency transactions during the year are translated into
Hong Kong dollars at the exchange rates ruling at the transaction
dates. Foreign currency monetary assets and liabilities are translated
into Hong Kong dollars at the exchange rates ruling at the balance
sheet date. Except as noted below, exchange differences are dealt
with in the profit and loss account.

In prior years, the financial statements of overseas subsidiaries and
branches at the year end are translated into Hong Kong dollars at
the rate of exchange ruling at the balance sheet date. Exchange
differences arising on the translation of share capital (including
long-term loans which are as permanent as equity in nature) and
opening reserves of these entities are taken directly to exchange
reserve. With effect from January 1, 2002, the Group adopted a
revised accounting policy of translating the profit and loss accounts
of overseas subsidiaries and branches at an average rate for the
year, in order to comply with SSAP 11 (revised).
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1.

PRINCIPAL ACCOUNTING POLICIES (continued)

(k) Revenue recognition

n

()  Revenue in respect of goods sold is recognized on the basis of
goods sold and delivered.

(i) Interest income is recognized on a time proportion basis, taking
into account the principal amounts outstanding and the interest
rates applicable.

(i)  Commission income is recognized when services are rendered.

(iv) Royalty income is recognized on an accrual basis.

(v) Operating lease rental income is recognized on a straight-line
basis.

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

Borrowing costs

All borrowing costs are charged to the profit and loss account in the
year in which they are incurred.

(m) Employee benefits

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

The Group’s contributions to the mandatory provident fund scheme
and defined contribution plan are expensed as incurred and, if
applicable, are reduced by contributions forfeited by those employees
who leave the scheme or the plan prior to vesting fully in the
contributions.
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PRINCIPAL ACCOUNTING POLICIES (continued)

(m) Employee benefits (continued)

(n)

(o)

(p)

A branch of a wholly-owned subsidiary of the Company, East Jean
Limited, in Taiwan participates in a central defined benefit pension
scheme (“East Jean Scheme”) providing benefits to all employees in
accordance with the Labor Standards Law (as amended) in Taiwan.
The Group has an obligation to ensure that there are sufficient funds
in the East Jean Scheme to pay the benefits earned. The branch
currently contributes at two percent of the total salaries as determined
and approved by the relevant government authorities. The assets of
the East Jean Scheme are invested by the Central Trust of China.

Cash flow statement

The presentation and classification of items in the cash flow statement
have been changed due to the the adoption of SSAP 15 (revised).
As a result, cash flow during the year has been reclassified by
operating, investing and financing activities. For the year ended
December 31, 2001, net cash outflow from taxation and interest
paid of HK$67 million have been reclassified as operating cash flow,
dividend and interest received of HK$26 million have been reclassified
as investing cash flow and dividend paid of HK$222 million has
been reclassified as financing cash flow.

Cash and cash equivalents

Cash and cash equivalents are short-term, highly liquid investment
which are readily convertible into known amounts of cash without
notice. For the purposes of the cash flow statement, cash and cash
equivalents comprise cash on hand, bank overdrafts and advances
from banks repayable within three months from the date of the
advance.

Provisions

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

(r)

PRINCIPAL ACCOUNTING POLICIES (continued)

Segment reporting

In accordance with the Group’s internal financial reporting, the Group
has determined that business segments be presented as the primary
reporting format and geographical as the secondary reporting format.

Segment assets consist primarily of fixed assets, rental deposit and
prepayment, inventories, receivables and operating cash. Segment
liabilities comprise operating liabilities and exclude items such as
taxation and certain corporate borrowings. Capital expenditure
comprises additions to fixed assets, including additions resulting
from acquisitions through purchases of subsidiaries.

In respect of geographical segment reporting, sales are based on
the country in which the customer is located. Total assets and capital
expenditure are where the assets are located.

Contingent liabilities

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

A contingent liability is not recognized but is disclosed in the notes
to the financial statements. When a change in the probability of an
outflow occurs so that outflow is probable, they will then be
recognized as a provision.
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2. EXHEH  WEeRo® 2. TURNOVER, REVENUE AND SEGMENT
B H INFORMATION
FEBFEEBARTELRDHEA The principal business of the Group is retailing and distribution of
Giordano * Giordano Ladies * Giordano casual apparel and accessories under Giordano, Giordano Ladies,
Junior » Bluestar Exchange % & & 2 ® Giordano Junior, Bluestar Exchange brands. The Group also carries
REEHRAD FEBETREEERKE on apparel manufacturing operation, supporting the Group’s retail
B UHEEBETEEET R TMAE business and supplying products to third parties.

BIASNZ AL HERK® -

AEBERRzZEEBRIBEWT Turnover and revenue recognized during the year are as follows:
%
Group
(KEBERBETAEN) (In HK$ millions) 2002 2001
BESE Turnover
ZERDHEEBZ Sales revenue from retailing
BHE WA and distribution operations $3,375 $3,262
BREKZ Sales revenue from
HE WA manufacturing operations 213 217
$3,588 $3,479
H g = Other revenue
FEWA Interest income $ 9 $ 17
B A Commission income 9 29
HElA Rental income 20 19
SHER PN Royalty income 22 19
H At g A Other income 38 43
$ 98 $ 127
51
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2 ERE  WaRSW
¥ H @

2. TURNOVER, REVENUE AND SEGMENT
INFORMATION (continued)

(a) TBEHEXAXA XK HEHR

(a) Primary reporting format - business segments

BERAHER Hit %%
Retail and HRER Other B#E
Distribution ~ Manufacturing  Operation  Eliminations Group
(LEKBETAEN) (In HK$ millions) 2002 2002 2002 2002 2002
EEL Turnover
HMAE Extemal sales $3,375 $213 $ - $ -
PHEEE Inter-segment sales - 546 - (546)
$3,375 $759 $ - $(546)  $3,588
FHEE Segment results
gl Operating profit $ 310 $ 54 $ 6 $ 5 § 315
HEER Finance expense 4
FElEEDAER Share of profits of
associated companies 85
BB AR A Profit before taxation 456
ME Taxation (91)
BR &R Profit after taxation 365
PERRER Minority interests (24)
REEERF Profit attributable to shareholders $ 341
BE Assets
AHEE Segment assets $1,509 $293 $351 $2,153
BeRrER Interest in associated companies $ 261 261
BEE Total assets $2,414
g8f Liabilities
AHEE Segment liabilties $ 266 $120 $ 386
Aoz EE Unallocated corporate liabilities 99
Baf Total liabilties $ 485
Hit &R Other information
ERMLE (i 11) Capital expenditure (Note 11) $ 78 $ 2 $ 80
BiE EEHRE(MT 3) Depreciation (Note 3) $ o4 $ 19 $ 113

DEEHEEREEREBBENET - R
SERRGERIEEEEME=-EXFH
52 Lt o

Inter-segment sales were conducted in the normal course of business
at prices and terms comparable to the other third party customers
of the Group.
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2. BEEH O WEBSBERSE 2. TURNOVER, REVENUE AND SEGMENT
' H @@ INFORMATION (continued)
() TEFEFRX Ko BER (a) Primary reporting format - business segments
(&) (continued)
ZERDHER Hit %%
Retail and HRER Other B#E g
Distribution Manufacturing  Operation  Eliminations Group
WEBEEETAEN) (In HK$ millions) 2001 2001 2001 2001 2001
EEL Turnover
HMAE External sales $3,262 $217 $ - $ -
AHEHE Inter-segment sales - 510 - (510)
$3,262 $727 $ - $(510)  $3479
FHEE Segment results
R Operating profit $ 297 $ o7 § 12 $ 6 §3m2
HEER Finance expense 4
EEEDRAER Share of profits of
associated companies 99
BB AR A Profit before taxation 467
K2 Taxation (79
BR &R Profit after taxation 388
SERRER Minority interests (1)
REEERF Profit attributable to shareholders $ 377
BE Assets
PHEE Segment assets $1,548 $347 $273 $2,168
BENTER Interest in associated companies $ 208 203
BEE Total assets $2,371
g8f Liabilities
AHEE Segment liabilities $ 367 $122 $ 489
RABZAE Unallocated corporate liabilities 136
Baf Total liabilties $ 625
Hit &R Other information
BAMTH Capital expenditure $ 326 $ 8 $ 334
BT EEME(MES) Depreciation (Note 3) $ 89 $ 22 $ 111
ANNUAL REPORT 2002 % 3 GIORDANO INTERNATIONAL LIMITED
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2 EXHEH  WEeRoSE 2. TURNOVER, REVENUE AND SEGMENT
' H (8@ INFORMATION (continued)
b)) REHREFEX - #hED PEHR (b) Secondary reporting format - geographical
segments

EXRMTH HWEE
BESE Capital Total
Turnover expenditure assets
(BB 8T BE) (In HK$ millions) 2002 2002 2002
K B Mainland China $ 862 $10 $ 791
e Hong Kong 784 15 716
=) Taiwan 677 30 251
N Singapore 372 9 165
5 Korea 202 - -
BR Japan 200 5 61
Hip @ (s 2(0)) Other territories (Note 2(c)) 491 11 169
$3,588 $80 $2,153

BE QAR Interest in associated
companies 261
BEE Total assets $2,414
N ] HWEE
BEHE Capital Total
Turnover expenditure assets
(BB 58T BE) (In HK$ millions) 2001 2001 2001
K B Mainland China $ 808 $ 28 $ 752
e Hong Kong 775 223 829
=) Taiwan 746 32 257
0 Singapore 330 7 134
5 Korea 243 - -
BR Japan 194 14 61
Hip @ (s 2(c)) Other territories (Note 2(c)) 383 30 135
$3,479 $334 $2,168

BE QAR Interest in associated
companies 203
BEE Total assets $2,371

There is no major disparity in the ratios between tumover and profit
in relation to the above geographical locations, hence no analysis

was presented on profit contributions from the above geographical

locations.
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NOTES TO THE FINANCIAL STATEMENTS

—EE-_F+-A=+—H
December 31, 2002

2. TURNOVER, REVENUE AND SEGMENT

INFORMATION (continued)

(c) The joint venture in Germany was dissolved and the entire 23-outlet

Bluestar Exchange chain was closed on September 30, 2002. The
tumover of Germany market of HK$21 million (2001: HK$13 million)

was included in the other territories.

&8 R 3. OPERATING PROFIT
%
Group
(KERBETAEN) (In HK$ millions) 2002 2001
RERFNEHBRTHEE . The operating profit is
stated after charging:
ZEE & Auditors’ remuneration $ 2 $ 2
BEERTEENE Depreciation of owned fixed assets 110 108
RMEMECZRTEENE Depreciation of fixed assets
held under finance leases 3 3
75 45 il 55 Written off of goodwill 1 -
U g Bk 2 AR 2 T B8R Written off of premium on acquisition
of associated companies - 2
TEFE WOAE Operating lease rentals in respect of
IBREERZ retail shops, office premises,
wEHEER factories and warehouses 509 461
HEBRTEEZFBE Net loss on disposal of fixed assets 13 3
BT AA (M5 5) Staff costs (Note 5) 517 501
WEFA and after crediting:
TRERNOMLE Net income arising from
FTig 2 WA F 58 the temporary transfer of
export quota entitlements $ 3 $ 9
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NOTES TO THE FINANCIAL STATEMENTS

—EE_F+-A=+—H
December 31, 2002

4. M EEH 4. FINANCE EXPENSE
£8
Group
(BB EETREN) (In HK$ millions) 2002 2001
BEMEEZHE Interest element of finance leases $3 $3
RITEFF B Interest on bank loans 1 1
$4 $4
5, BRI B ®E 5. STAFF COSTS
£8
Group
(BB EETREN) (In HK$ millions) 2002 2001
e RIBZ(REESHS) Salaries and wages
(including directors’ emoluments) $489 $476
Bk - R EHEKEE Pension cost - defined
contribution plans 28 23
BRe - RERAGE Pension cost - defined
benefits plans - 2
$517 $501
RAFEAN - EXAUREMRIUKEZ R During the year, the unvested benefits utilized by the employers to
RERHRABBERA+ET (ZEZT—F reduce the level of contributions was HK$0.5 million (2001:
A¥—-—BET) R-ZEZ_F+-H HK$1 million). As at December 31, 2002, the amounts of the unvested
=+—B kEAHRFEER 2 REER benefits available to be utilized for the following year was
HEHAEBENE T (ZET—F B HK$0.09 million (2001: HK$0.13 million).
+=Bx) -
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NOTES TO THE FINANCIAL STATEMENTS

—EE-_F+-A=+—H
December 31, 2002

EEREREEBAR 6. DIRECTORS’ AND SENIOR MANAGEMENT’S
B & EMOLUMENTS
EEWME (a) Directors’ emoluments
REFEN  MARFEEIF2H&E The aggregate amounts of emoluments payable to directors of the
BT : Company during the year are as follows:
(KERBETAEN) (In HK$ millions) 2002 2001
ok Fees $1 $ 1
Hih & Other emoluments:
EX%H&  BEEM - Basic salaries, housing
Hb 20 R EMR = allowances, other allowances
and benefits in kind 13 13
bzl Bonuses 12 10
RIKEHR Pension contributions - -
KREBMFE Compensation for loss of office - 4
$26 $28
Directors’ fees disclosed above include HK$1 million

R BEZEFRETBEBENT
BUFBTESTZAEE —BET
(225 %88 -
RAREEAR  ARREFREETHITELZ
BREHE  CHINAFRAZBRE
BRH -

(2001: HK$1 million) paid to independent non-executive directors.

During the year, options to subscribe for shares of the Company
exercised and granted to the directors are disclosed under Share

Option Information section of this annual report.
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NOTES TO THE FINANCIAL STATEMENTS

—EE_F+-A=+—H
December 31, 2002

6. EERERERBAER 6. DIRECTORS’ AND SENIOR MANAGEMENT’S
M e (&) EMOLUMENTS (continued)
(a) E=m< (&) (a) Directors’ emoluments (continued)
EEMEIBAET - HEBARARERER The emoluments of the directors are set out below. The emoluments
EUBFENFEERM 2B RSER 2 represent the amounts paid to or receivable by the directors while
RIE MU IABENBRESEAEER being directors of the Company in the respective fiscal years and do
AAFRBROMESKESERT 2 & - not include the benefits derived or to be derived from the options
granted under the share option scheme to acquire the shares of the
Company.
B < 48 7 E=gA
Emoluments bands Number of directors
2002 2001
B
HK$
0 - 1,000,000 3 4
1,000,001 - 1,500,000
1,500,001 - 2,000,000 - 1
2,000,001 - 2,500,000 1 -
2,500,001 - 3,000,000 - _
3,000,001 - 3,500,000 1 1
3,500,001 - 4,000,000 1 2
13,000,001 - 13,500,000 - 1
14,500,001 - 15,000,000 1 -
8 10
REAFEER TEES(ZTET—F: During the year, no director (2001: one) waived part of the
—)REELS S (ZTE—F : BK emoluments (2001: HK$2 million).
“HET) o
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NOTES TO THE FINANCIAL STATEMENTS

—EE-_F+-A=+—H
December 31, 2002

6. DIRECTORS’ AND SENIOR MANAGEMENT’S

(b)

EMOLUMENTS (continued)

Five highest paid individuals

The five individuals whose emoluments were the highest in the Group

for the year include four (2001: four) directors whose emoluments
are reflected in the analysis presented above. The emoluments

payable to the remaining one (2001: one) individual during the year

are as follows:

(BB FETAEN) (In HK$ millions) 2002 2001
EX%H&  BEEM - Basic salaries, housing
H2B REYKE allowances, other allowances
and benefits in kind $2 $2
gl Bonuses - -
RIKE R Pension contributions - -
$2 $2

BTIERERHFREEMANBEENT

The emoluments of the remaining highest paid individual fell within

the following bands:

& 4 B AE

Emoluments bands Number of individual
2002 2001

B

HK$

1,500,001 - 2,000,000 - 1

2,000,001 - 2,500,000 1 -
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NOTES TO THE FINANCIAL STATEMENTS

—EE_F+-A=+—H
December 31, 2002

7. R E\ TAXATION
RABEERAZHEILA The charge for taxation in the consolidated profit and loss account
represents:
-3
Group
(BB FETAEN) (In HK$ millions) 2002 2001
AERHMEBLT - Company and subsidiaries:
BAENEH Hong Kong profits tax $18 $16
BN IR Overseas taxation 44 33
BeENT ! Associated companies:
BN IR Overseas taxation 29 30
$91 $79
EEBBERAZHIER The amount of taxation in the balance sheet represents:
-3 NG
Group Company
(KEEBETAEN) (In HK$ millions) 2002 2001 2002 2001
BAENEH Hong Kong
profits tax $10 $6 $- $-
BN IR Overseas
taxation 27 27 - -
$37 $33 $- $-
AR REEENBARIZHBEERER The provision for taxation of the Company and its Hong Kong
BREAFEREERDNAREERAZ subsidiaries is calculated by applying the current rate of taxation of
HEERVENRZABTET S Z T X 16.0 percent (2001: 16.0 percent) to the estimated assessable profits
(ZZEZE—F  BHZ+tN)FTE- earned in or derived from Hong Kong during the year.
AEBRNEABREREFMBELAR The Group has claimed deduction on certain royalty payments on
GiordanoBE 2 B HEER - ZHHmEW the use of Giordano trademark. The claim has been fully settled with
GEBBRBER BR - U2 R BN the Hong Kong Inland Revenue Department and has been fully
WmEA - reflected in the financial statements.
HMRBINMEE 2B AR ZFBRHIER Taxation on the profits of other subsidiaries operating overseas is
BRBERARERAEER IV EMGE - calculated at the rates applicable in the respective jurisdictions.
AEBREEAYEBERNRBEHE  ETH The Group did not have material unprovided deferred taxation at the
A o balance sheet date.
GIORDANO INTERNATIONAL LIMITED ANNUAL REPORT 2002 # iR
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BREEEEZEAEMNAER=ROT
—BEET(ZEE-F: BR=FBLTt
BEL) HPFARR A 2R R EME &
NABE=-RZ-BEL(Z2T—F:
BENMELTNEERL » L EEXREM
BRAZKREREE _RBATERL(ZE
Z-F BBNEAT=ZBEERL) CE&
ARARAZHBERRAGA -

BB

RE@MT :

(UEBEBETREN)

M o®m O® xR M O
NOTES TO THE FINANCIAL STATEMENTS

—EE-_F+-A=+—H
December 31, 2002

8. PROFIT ATTRIBUTABLE TO SHAREHOLDERS
Included in the Group’s consolidated profit of HK$341 million (2001:
HK$377 million) attributable to shareholders of the Company is
HK$301 million (2001: HK$478 million), including dividends from

subsidiaries of HK$280 million (2001: HK$463 million) which is dealt
with in the Company’s own financial statements.

9. DIVIDENDS

Dividends are as follows:

(In HK$ millions) 2002 2001

RERE - SRBE AR
(ZZ2Z2—%: SRE¥OHERW)

RERE-REEBR
BRI A B W O B AL
(ZZ2Z2—%: GRE¥OERW)

REIRS - REHAR
RESRES A
(ZFT—F: SRALEI)

R-ZBZ=F=-A+=HBETZEZFE
gL BEEERAARFHBED B
RERBEONETIIRER A ItE
Rk BYERAABREARKRSE
e EERBE_ZT=F+_A
ST-RALFEZHBHRRARR

Interim dividend - 4.5 HK cents
(2001: 4.5 HK cents) per share $ 65 $ 65

Final dividend — proposed
after balance sheet date
of 4.5 HK cents
(2001: 4.5 HK cents) per share 65 65

Special dividend - proposed
after balance sheet date
of 10.0 HK cents
(2001: 5.0 HK cents) per share 144 72

$274 $202

At the board meeting held on March 13, 2003, the directors declared
final and special dividends of 4.5 HK cents and 10.0 HK cents per
share respectively. These proposed dividends are not reflected as a
dividend payable in the financial statements, but will be reflected in
the financial statements for the year ending December 31, 2003.
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—EE_F+-A=+—H
December 31, 2002

10.

sRET

5 AR A R M B T A O R R
EHEARABESENTF B8
(Z2T—F: BEEET AL
e -

SRERBANDIEAFEANEETRNG
ZHNEFHRETEHE=FAEATH
BATZBZtTAR(ZEZ—F: +
B=FOEL+EEETFEE=TZK)
Mt & -

BREBRFDETONE=FTNABAT
MEANT-_A-_TARCEZ—F : +
ME=FTOEELtTEENTEE=1T=
B - BNARFRE BTG 20T K
g MEBRBEADABERESEE
HZRBERTRBRESDITEMET
ZBMZMEFHRE-T=ZA=1T1
BOTEEATER(Z22 % —F
tEANTZBATAB=T=R)FE -

10.

EARNINGS PER SHARE

The calculation of basic and diluted earnings per share are based
on the consolidated profit attributable to shareholders for the year of
HK$341 million (2001: HK$377 million).

The basic earnings per share is based on the weighted average of
1,438,649,229 shares (2001: 1,434,774,732 shares) in issue during
the year.

The diluted earnings per share is based on 1,438,649,229 shares
(2001: 1,434,774,732 shares) which is the weighted average number
of shares in issue during the year plus the weighted average of
13,394,797 shares (2001: 17,928,933 shares) deemed to be issued
if all outstanding share options granted under the share option
scheme of the Company had been exercised.
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NOTES TO THE FINANCIAL STATEMENTS

—EE-_F+-A=+—H
December 31, 2002

1. T EE 11. FIXED ASSETS
=3 Group
BENELE
B BEEEE
RELERE
KAEEZ BE Leasehold
THREE ITHRET improvements,
Freehold Leasehold  HERRHE furniture, bt
land & land & Plant & fixtures & office Motor At
(WEEEETAEN (In HK$ millons) building  buildings  machinery equipment  vehicles  Total
RA&E Cost
W-EE-5-F—H At January 1, 2002 $35 $431 $78 $526 $17  $1,087
HEEE Translation difference - - - 9 - 9
NE Additions - - - 78 2 80
e Disposals - - (13) (75) ) (90)
RZZEZE-F+-A=+—-H At December 31, 2002 $35 $431 $65 $538 $17  $1,086
2BIE Accumulated depreciation
RZEE-45-A-H At January 1, 2002 $5 $ 26 $58 $321 §12 § 42
HEEH Translation difference - - - 3 - 3
RERE Charge for the year - 13 6 92 2 113
& Disposals - - (12) (62) 1) (75)
RZBZ-FF+-A=+—H At December 31, 2002 $5 $ 39 $52 $354 $13  § 463
WZBE-E+-FA=+-H Nethbook value at
ZERERE December 31, 2002 $30 $392 $13 $184 $4 § 623
RZFZ—F+-F=1+—H  Netbook value at
LEEFE December 31, 2001 $30 $405 $20 $205 $5 $ 665

(a) RZZEZE-_F+-_A=+—H8 UEE (a AtDecember 31, 2002, leasehold land and building with cost and

METHMEEFIRAEREZERTES accumulated depreciation of HK$71 million (2001: HK$71 million)
NEBELT—BHEL(ZEE—F and HK$23 million (2001: HK$20 million) respectively was held under
BELT—BETL) RAEB-_T=-BHET finance lease.

(ZZ2Z2—F  B¥_TFTEBT) -

(b) KAEEZLIHWREFURAE - (o) The freehold land and building is situated in Taiwan.
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NOTES TO THE FINANCIAL STATEMENTS

—EE_F+-A=+—H
December 31, 2002

11. EEE () 11. FIXED ASSETS (continued)
(c) MELHMEBFZEMFEIMET (c) The analysis of the net book value of leasehold land and buildings is
as follows:
-3 YN
Group Company
(WS EET BENM) (In HK$ millions) 2002 @ 2001 2002 | 2001
ERBAREH In Hong Kong under
MAsHE medium term leases $217 | $223 | $197 | $202
£ & B LS Outside Hong Kong
—READ — under long term leases 127 131 - -
— R EI A — under medium term leases 48 51 - -
175 182 - -
n+=-A=+—H At December 31 $392 | $405 | $197 | $202
AN Company
HEMELE -
B BEEEE
EMAERE
HeE Leasehold
ti#R#EF  improvements,
Leasehold furniture,
land & fixtures & office &%
(BB HETAEN) (In HK$ millions) buildings equipment  Total
RAE Cost
R-EZ-_F£—-F—H At January 1, 2002 $207 $5  $212
NE Additions - 1 1
s Disposals - @ @)
WN_ZZ_F+-A=+—H At December 31, 2002 $207 $4 211
2RNE Accumulated depreciation
R_EE_F—-H—H At January 1, 2002 $ 5 $4  $ 9
REFE Charge for the year 5 1
& Disposals - @ @)
NZ_EE-_F+-A=+—H At December 31, 2002 $ 10 $3 $ 13
R-ZBZ-H+=-H=+-H Net book value at
ZREFE December 31, 2002 $197 $1  $198
“EEZ—%+-fF=+—H Net book value at
ZERE A December 31, 2001 $202 $1 $203
64
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NOTES TO THE FINANCIAL STATEMENTS

—EE-_F+-A=+—H
December 31, 2002

ME LT 2 12. INTEREST IN SUBSIDIARIES
YN
Company

(UEMBFETAEN) (In HK$ millions) 2002 2001
FELETIRE -NAE Unlisted investment, at cost $ 898 $ 897
UK B A R FRIB Amounts due from subsidiaries 514 493
TN $ Amounts due to subsidiaries (334) (376)

$1,078 $1,014

FE U/ B B 2 R RIS A R N
EERH -BEX-2EMBRARZER
EXNBER —BOThEEL(CEE—
FRABATERL) NEEERERR
KAENE  RE-MBRAZEMNE
ROBE=THEEL (2T —F:
BE-—T=-BET) NRERBERTE
SRR BN S - B A YR/ B A F
RBEHRRE

TEWMBRAAZHBHRETCRTIEZ
B 7% ¥ % P 7E28 ©

Amounts due from/to subsidiaries are unsecured and have no fixed
terms of repayment. Apart from the loans of approximately
HK$149 million (2001: HK$90 million) advanced to a wholly-owned
subsidiary, bearing interest at Hong Kong Prime Rate, and loans of
approximately HK$34 million (2001: HK$13 million) advanced from a
subsidiary, bearing interest at the prevailing commercial bank deposit
rates, the remaining amounts due from/to subsidiaries are non-interest
bearing.

Details of principal subsidiaries are set out in note 28 to the financial
statements on pages 76 to 79.

BREAFES 13. INTEREST IN ASSOCIATED COMPANIES
-3
Group
(UEBFETAEN) (In HK$ millions) 2002 2001
T EEFE Share of net assets $268 $224
BEE 54, 58 B Exchange adjustment (7) 1)
$261 $203

ANNUAL REPORT 2002 % %R

GIORDANO INTERNATIONAL LIMITED
& NEKBEERARSA




M o®m o® xR M O
NOTES TO THE FINANCIAL STATEMENTS

—EE_F+-A=+—H
December 31, 2002

. BHELAAES (B) 13.INTEREST IN ASSOCIATED COMPANIES (continued)

RZEBEZE-_F+-_A=+—H "  K&H At December 31, 2002, the Group held shares in the following

BAELNTZEBEQAKRND

principal associated companies:

BENREAR
Name of SRR L i B ERTREZEHARREX TEERRZCEHE
associated Place of BFERGBEDLE Issued and fully paid Principal activities and
company incorporation Percentage holding share capital place of operation
2001
Giordano RERH 50 —HEZ-T-BER+TR HEBRELCETERE
Corporation Republic of Korea BREEATEEEZ K e #8 F on
Limited el Retailing of apparel and
1,002,340 common stock  accessories in Korea
of WON5,000 each
Giordano TR =t 20 —TREEEE R A B A 8 R E
Fashions HEERE — TR AEa REZTERER
(L.L.C) United Arab BEREGAN N2 RH Fe A m
Emirates 3,000 shares of Retailing of apparel and
AED1,000 each accessories in the
United Arab Emirates
FEEWERNAEH Information on a material associated company:

RELEZCARRUTAAER S
M % 2 Giordano Corporation Limited
REZIPBRER  ZAFARZTEZ
FEZEXRRBRBERN DB A
BT =F=FT BB L(ZTT—F:
AE+=E=FTtE BT RAEALTI
BEL(ZEZ—F: B8 —EB=FTN
HEL RNZEE-F+ZA=+—H
CEEFEABAENBLtTRNEE
(CET—F  BE=BRLT_BET) -
FEEFINWT

Based on the audited financial statements of Giordano Corporation

Limited, after making adjustments as considered appropriate by the
directors in order to comply with the Group’s accounting policies,

the turnover and profit after tax of such company for 2002 were
HK$1,331 million (2001: HK$1,337 million) and HK$39 million
(2001: HK$128 million) respectively, and its net asset was
HK$474 million (2001: HK$352 million) as at December 31, 2002.

Details of the net assets are set out below:

(KERBETAEN) (In HK$ millions) 2002 2001
MEEE Current assets $523 $439
mEBAE Current liabilities (88) (123)
ERBEE Non-current assets 42 38
ERBEE Non-current liabilities (3) @)
66 $474 $352
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B N EBER A A




14.

15.

16.

HRITeERBAMRE

HEFERBNRANEEE-TED
M zile R BE-—URPEAE
tEmEzEMNER -

14.

M o®m O® xR M O
NOTES TO THE FINANCIAL STATEMENTS

—EE-_F+-A=+—H
December 31, 2002

RENTAL DEPOSIT AND PREPAYMENT

Rental deposit and prepayment represents the deposit paid for the
lease of a Hong Kong property and the prepayment of rent for the
lease of a property situated in Shanghai, Mainland China.

FE 15. INVENTORIES
-3
Group

(UEMFETAEN) (In HK$ millions) 2002 2001
JRE Raw materials $ 28 $ 36
FREMm Work in progress 18 20
BLRK o Finished goods 206 227

$252 $283
RZBEZE-_F+-_A=+—8 " AJ&5 At December 31, 2002, the carrying amount of inventories that are
FEIRZFEARNERNEBET carried at net realizable value amounted to approximately HK$8 million
(ZZT—F BN B8 ° (2001: HK$8 million).
B R =& 16. TRADE RECEIVABLES

BREREATHESN ARBELE
BRTRTFHESEFTHA+ARE
/Hﬁ o

UTREBRESRFZREDN

Other than cash and credit card sales, the Group normally allows an
average credit period of 60 days to its trade customers.

The ageing analysis of trade debtors is as follows:

58

Group
(KERBETAEN) (In HK$ millions) 2002 2001
Tx=+H 0 - 30 days $ 97 $ 94
=t—EX+H 31 - 60 days 32 27
ANT—ZATH 61 - 90 days 3
Bht+H Over 90 days 4
Bt Total $136 $126
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—EE_F+-A=+—H
December 31, 2002

17. & & 17. SHARE CAPITAL
(KERBETAEN) (In HK$ millions) 2002 2001
EE Authorized:
ZTERER 2,000,000,000 ordinary shares of
HEEBE LI ERER HK$0.05 each $100 $100
ERETRZEAE Issued and fully paid:
THEMNFE=+NE 1,440,344,518 ordinary shares
m+aEe—+N\R (2001: 1,436,028,518 ordinary
(ZZET—F: THE shares) of HK$0.05 each
= :F NBA /%—w%}\:F
e —1TA AR GREA
BRI T mR $ 72 $ 72
RAFERN  BBETRAZZHERLN Details of the movements in the issued share capital during the
o year are set out below:
RHEE
Number of shares
2002 2001
SREEAERIL 2 TR Ordinary shares of HK$0.05 each
n—A—H At January 1 1,436,028,518 | 1,430,682,518
TR Issue of shares 4,316,000 5,346,000
R+=ZA=+—8H At December 31 1,440,344,518 | 1,436,028,518
(i) BEITRHG (i) Issue of shares
BARBIR—ANAFRAZ+=ZAK Pursuant to the share option scheme of the Company adopted on
MzBRESE  REFER - ARAE May 23, 1995, the Company issued 4,316,000 new ordinary shares
TRATERAESERzHE AR of HK$0.05 each in the capital of the Company to option holders
ENF=t—E TRFTEEREZ who exercised their share options during the year.
BRESEA -
ARARFEANBRT AN ETARER All the new ordinary shares issued by the Company in the year
ANAEREEZRNESTEAEZAR ranked pari passu with the then existing shares of the Company in
SHEm - all respects.
(i) [E88R4 (ii) Repurchase of shares
RARRARFANLERBERD © During the year, the company did not repurchase any shares.
GIORDANO INTERNATIONAL LIMITED ANNUAL REPORT 2002 # 3
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NOTES TO THE FINANCIAL STATEMENTS

—EE-_F+-A=+—H
December 31, 2002

18. RESERVES

The reserves of the Group and the Company as at December 31, 2002
are analyzed as follows:

58 A
Group Company
(WEBBBEE TAEl) (In HK$ millions) 2002 2001 2002 2001
Y Contributed surplus $ 383 $ 383 $ 540 $ 540
ERNEJEL Capital redemption reserve 3 3 3 3
R0 5 (B Share premium 463 456 463 456
= Exchange reserve (98) (125) - -
Hiv i Other reserves 126 127 - -
BRI R Retained profits 710 642 281 254
1,587 1,486 1,287 1,253
RO AR 2 &R Proposed final and special
Re (a9 dividends (Note 9) 209 137 209 137
BikE Total reserves $1,796 | $1,623 $1,496 | $1,390
Hib@EEIE - Other reserves represents:

(1) BEPEAREABERRMBE
R RBEREZMEREZEE R
BEEITANBHEFER(WEA)
RENZENBLRAZEARSE -

2 REBERERBR DA KER
AERA RBERBEZHBEAAZ
AERBESREMERBRANUR
EEHRRBBABIEEAR - A0
BEREKEKE -

B) REMUBHABEREBERAAZL
Bl FAAEeEREZEERQE
ZATHEBEES BBAZRE
Sho RAMEDELZA ©

(1)

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

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

according to the UAE Commercial Companies Law, the statutory
reserve fund of the associated company in United Arab Emirates
which is not available for distribution except as provided in the
Federal Law.
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NOTES TO THE FINANCIAL STATEMENTS

—EE_F+-A=+—H
December 31, 2002

19. R AR 19. LONG-TERM LIABILITIES
-3
Group
(KERBETAEN) (In HK$ millions) 2002 2001
EEN Loans
Ei i Unsecured $- $5
MEREEH Obligations under finance leases 9 14
9 19
RHEEZRB B Current portion of long-term liabilities 4) (5)
$5 $14
NEBEAWNAT : The analysis of the above is as follows:
RITER Bank loan
—FR Within one year $- $ 1
FFNEZEEER Wholly repayable within five years $- $ 1
DHBRRER Minority shareholders loans
E-FZFAFA In the third to fifth year inclusive $- $ 4
TFNEZEEER Wholly repayable within five years $- $ 4
MEMEES Obligations under finance leases
—FR Within one year $4 $ 4
EF In the second year 5 10
FFNEZEEER Wholly repayable within five years $9 $14
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NOTES TO THE FINANCIAL STATEMENTS

—EE-_F+-A=+—H
December 31, 2002

20. FE 4 R & 20. TRADE PAYABLES

UTHEENEZERERZERR DN : The ageing analysis of trade creditors is as follows:

£E

Group
(UEBFETAEN) (In HK$ millions) 2002 2001
ZTE2=1H 0 - 30 days $157 $227
=t—%5~tH 31 - 60 days 29 52
AtTt—Z=N+H 61 - 90 days 13 24
Bmht+H Over 90 days 10 28
Bt Total $209 $331

21. B R B T E 21. NET CURRENT ASSETS
AEEZFRBDEEERRDEENR A The Group’s net current assets, defined as current assets less current
BE - -AEBR-_ZE-_FR_TT—F liabilities, amounted to HK$861 million and HK$798 million in 2002
ZERDEENRABENEAT—8 and 2001 respectively. The Company’s net current assets were
BLRABLEALTNBEEL - MARA HK$292 million in 2002 compared with HK$245 million in 2001.
R-ZEE_FR-_TE—FI2FRPEE
DHABE —_BALT_BBELTRAY
“EONFTREETT -

2. R EENMRED & B 22. TOTAL ASSETS LESS CURRENT LIABILITIES
REBER_ZE_FR_ZET—F 248 The Group’s total assets less current liabilities amounted to
BENMRABDEESRBE T NLE HK$1,934 million and HK$1,760 million in 2002 and 2001
“TOEELkAETEEATET - respectively. The Company’s total assets less current liabilities were
ARAR_ZZEZE_F7HREENBRRD HK$1,568 million in 2002 compared with HK$1,462 million in 2001,
BERAAKTREASATNABE L
M-ZEE-—FRHAEBTHEASATZ
BETT °
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NOTES TO THE FINANCIAL STATEMENTS

—EE_F+-A=+—H
December 31, 2002

2. M BLAREBZ SN

23. ANALYSIS OF PURCHASE OF INTEREST IN

SUBSIDIARIES
(KEBERBETAEN) (In HK$ millions) 2002 2001
B REE Net assets acquired
TEE Fixed assets $- $2
JE AR 3R Trade receivables - 3
H i, & WK Other receivables - 1
Be RRTER Cash and bank balances - 1
HmENRRENER Other payables and accruals - (5)
- 2
EES Goodwill - 1
BENF 2 FEE Net assets of
associated companies - (1)
R (E Purchase consideration $- $2
AR & 1+ Satisfied by cash $- $2
WENBRARIZHAES R Analysis of net outflow of cash
ReFEMLFE and cash equivalents in respect
Z AT of the purchase of subsidiaries:
WK (E Purchase consideration $- $2
WEMERE RRITEF Cash and bank balances acquired - (1)
WENBRARIZHAES R Net outflow of cash and cash
ReFEMLFE equivalents in respect of the
purchase of subsidiaries $- $1
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Mt &

NOTES TO THE FINANCIAL STATEMENTS

—EE-_F+-A=+—H
December 31, 2002

24. ANALYSIS OF CHANGES IN FINANCING DURING

THE YEAR
3|
BE REES
HEEH (BREER
Obligations ®17 Minority
BEA  BREEE under EX interests
Share Share finance Bank (including
(WBBBEE TAE) (In HK$ millions) capital  premium leases loans loans)
“ET-F-H—HZ#%  Balance at January 1, 2002 $72 $456 $14 $48 $55
HEES Translation difference - - - - 2
BEZRERAIORL) Net cash inflow/(outflow)

Pk from financing - 7 (5) (48) 4
it 4 Share of reserves - - - - 24
BT E Dividend paid - - - - (16)
“22-f+-A=1t-H  Balance at

2 & December 31, 2002 $72 $463 $9 $ - $61
TET-FIHRHETOT The comparative figures for 2001 are set out as follows:

3|

BE REES

HEEH (BREER

Obligations ®17 Minority

BEA  BREEE under EX interests

Share Share finance Bank (including

(WBBBEE TAE) (In HK$ millions) capital  premium leases loans loans)

“ET-F—-H—HZ#%  Balance at January 1, 2001 $72 $448 $18 $2 $45

BEZEE Translation difference - - - - (1)
BEZRERAIORL) Net cash inflow/(outflow)

g from financing - 8 @ 46 -
P15 % Share of reserves - - - - 11
“ZZ-F+-f=+—H  Baanceat

2B December 31, 2001 $72 $456 $14 $48 $55
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NOTES TO THE FINANCIAL STATEMENTS

—EE_F+-A=+—H
December 31, 2002

25. & R B &eFERRE 25. ANALYSIS OF BALANCES OF CASH AND CASH
Z 9 EQUIVALENTS
(BB EETREN) (In HK$ millions) 2002 2001
Re RRT&ERF Cash and bank balances $667 $579
B ERER=ZMAMUE Deduct: Bank deposits with maturity
B ER 2 R1TE il X over three months from
date of deposits (3) (6)
664 5783
RITERREL Bank loans and overdrafts 53 84
B EBERAERART=@EA Deduct: Bank loans repayable
N EZRITER over three months from
date of advance - (48)
53 36
FReKBEEFE Net cash and cash equivalents $611 $537
NMEz2AEBRe RBTHEFBE Included in the cash and bank balances of the Group are cash and
BELtT_FERT(ZEZE— F bank balances totaling HK$72 million (2001: HK$70 million)
BELTET)SEZAREERESGR denominated in Renminbi.

RITHERT -
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26. * &

(a)

EXHEZAE
R-ZZEZ_F+_A=+—H8 £4%8
RERFIRETEEH  WAE  ITHK
BERZEXHERFSXN ZREHMER
EMT

RTIHEERcEXZHEE

B % 3% *x M &

NOTES TO THE FINANCIAL STATEMENTS
—EE-_F+-A=+—H

December 31, 2002

26. COMMITMENTS

(a) Commitments under operating leases
At December 31, 2002, the Group and the Company had future
aggregate minimum commitments under operating leases in respect

of retail shops, office premises, factories and warehouses as set out
below:

Operating leases which expire:

-3 YN
Group Company
(LBl BET BEN) (In HK$ millions) 2002 2001 2002 2001
—FR Within one year $396 $380 $14 $14
—FREAFA After one year but
within five years 543 535 12 21
HFUE Over five years 22 23 - -
$961 $938 $26 $35
(b) EAXREKIE (b) Capital commitments

RZZEZ_F+-_A=+—HB X%H
BEARRB BT 2B RAEIE :

At December 31, 2002, the Group and the Company had the following
capital commitments:

-3 YN
Group Company
(LBl BET BEN) (In HK$ millions) 2002 2001 2002 2001
ERNBRER Contracted but not
provided for $1 $4 $- $-
(c) HEEH (c) Foreign currency contracts

AGRBHEBRXGAE Bl 7HH
BERYINESH N-FT_F+=
A=t—R ARERARTEEMART
FEZHEANARERSE -—TIAET
F AB=T-BER) -

i

(—EEHEE'
S
==

The Group had entered into agreements for forward purchases of
foreign currencies in the ordinary course of business. As at December
31, 2002, the total outstanding foreign exchange contracts purchased
with banks amounted to HK$15 million (2001: HK$31 million).
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NOTES TO THE FINANCIAL STATEMENTS

—EE_F+-A=+—H
December 31, 2002

27. L X AR 27. CONTINGENT LIABILITIES

R-ZBZ_F+-A=+—0 X&H
RARBBEATEUEBRERBERERA

At December 31, 2002, the Group and the Company had contingent
liabilities not included in the financial statements in respect of the

ZHANEE following:
% YN
Group Company
(WS EET BENM) (In HK$ millions) 2002 2001 2002 2001
REBERKEES Bank guarantees
ZIRITHER in lieu of rental and
utility deposits $12 $10 $- $-
BERLIRERRE Guarantee notes issued 35 50 - -
$47 $60 $- $-

2 EMEBAT 28. PRINCIPAL SUBSIDIARIES

76

AARRZEE-F+_A=+—HZ The following is a list of the principal subsidiaries of the Company at
FTEMNBRAMT December 31, 2002:
RERGZ ERTR2HAR
EREAE FR AN = 5 1 K &
WELARERE LA L it B Effective Issued and fully paid TEXBREEHE
Name of Place of percentage of share capital Principal activities
subsidiary incorporation equity holding or registered capital and place of operation
2002 2001

Bluestar Exchange o 100 100 “HER HEBRETERE
Limited * Hong Kong BREESE - RECHA @

Tdk Retailing of apparel

3,000,000 ordinary and accessories
shares of HK$1 each in Hong Kong
Ex l*‘z? th 100 100 BENT-_ALTRE  BEEURTEKRE
BRRAF « (K1) Mainland China NFEEATAT ZHE
Dongguan Chi Hing HK$42,558,499 Owning a factory
Garments Ltd. * in Mainland China
(Note 1)
East Jean Limited * BB 100 100 +ER ERERETERE
Hong Kong BREES®E T &@E@ﬁﬁﬁuu
LTdk Retailing of apparel

100,000 ordinary
shares of HK$10 each

and accessories
in Taiwan
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28. T EME 27 (&)

WEBARER
Name of
subsidiary

T Lt B
Place of
incorporation

M % ® x M =

NOTES TO THE FINANCIAL STATEMENTS

—EE-_F+-A=+—H
December 31, 2002

28. PRINCIPAL SUBSIDIARIES (continued)

BERGBZ
ERES R

Effective

percentage of
equity holding

ERTR2HAR
FR AN = 5 K &
Issued and fully paid
share capital

or registered capital

TEEBRKERE
Principal activities
and place of operation

Giordano (Australia)
Pty. Limited *

Giordano (Japan)
Limited *

ERARERRF *

Giordano Limited *

Giordano (M)
Sdn. Bhd.

ERPRFIBERA A
Giordano (Macau)
Limited *

Giordano Originals
(Singapore) Private
Limited

BN
Australia

S

Japan

B
Hong Kong

BRED
Malaysia

P
Macau

AR A E
Republic of
Singapore

2002

79

100

100

100

100

100

2001

79

100

100

100

100

100

+tTER
ShEE-

LTER
700,000 ordinary
shares of AUD1 each

~FE- 1R

BREELEAT
ik

1,020 ordinary shares

of JPY50,000 each

LER

ShEEEE—
LER

50,000 ordinary

shares of HK$100 each

=ThER
BREESRASLS
—TZERR
350,000 ordinary
shares of RM1 each

BAKTET

UM HERERE
MOP50,000
represented by

2 quotas

—“BATEZZR

BREEFRMEE—T
Tdk

1,900,002 ordinary

shares of S$1 each

ERNEETERE
REBAm
Retailing of apparel
and accessories

in Australia

ERRKETERE
REBAm
Retailing of apparel
and accessories

in Japan

EEBRETER
PDHEREREBRAM
Retailing and distribution
of apparel and
accessories in Hong Kong

EERAGKETE
REREBA®
Retailing of apparel
and accessories

in Malaysia

ERMLEZTERE
RE#Am
Retailing of apparel
and accessories

in Macau

EFMELETE
REREBA®
Retailing of apparel
and accessories

in Singapore
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NOTES TO THE FINANCIAL STATEMENTS

—EE_F+-A=+—H
December 31, 2002

2. T EME AT (&) 28. PRINCIPAL SUBSIDIARIES (continued)

RERGZ ERTR2HAR
EREAE FR AN 2 5 K &
WELARERE LA Lt B Effective Issued and fully paid TEXBREEHE
Name of Place of percentage of share capital Principal activities
subsidiary incorporation equity holding or registered capital and place of operation
2002 2001
Giordano (Thai) el 100 100 —BER ERALETERE
Co., Ltd. * Thailand BREETRHK LEBHR
TEk Retailing of apparel

1,000,000 ordinary and accessories

shares of THB10 each in Thailand
ERERERAA BB 100 100 i EEBREREED
Global Net Garment Hong Kong BREEEE T Trading of apparel
Manufacturing Limited * LTEk products in Hong Kong

2 ordinary shares

of HK$1 each
SEHRERAA BB 51 51 —BER EEBREREES
Gloss Mind Garment Hong Kong BREEEYE T Trading of apparel
Manufacturing Tdk products in Hong Kong
Company Limited * 1,000,000 ordinary

shares of HK$1 each
AERRAERAA B 100 100 “tTER EEBRH®ER
Lau, Wong & Associates Hong Kong BREESE—T B R
Consultants Limited Ldk Management

200,000 ordinary consultancy service

shares of HK$1 each in Hong Kong
PT. Giordano 1) 40 40 —THEK HHELETERE
Indonesia * Indonesia SREE-BBHERA RECHA @

LTdk Retailing of apparel
1,500 ordinary shares and accessories
of IDR1,000,000 each in Indonesia
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NOTES TO THE FINANCIAL STATEMENTS

—EE-_F+-A=+—H
December 31, 2002

28. T EMRME 2 7 (8 28. PRINCIPAL SUBSIDIARIES (continued)

BER®BZ BERTR2HAR

ERESE R A
WEARERE T Lt B Effective Issued and fully paid TEXBREEHE
Name of Place of percentage of share capital Principal activities
subsidiary incorporation equity holding or registered capital and place of operation

2002 2001

RN BB K i 100 100 ARB—FHE-—TET THREFRIREZRR -
BB * (M5 2) Mainland China RMB15,100,000 HERHERE
Shenzhen Tiger B# A m
Garment Ltd. * (Note 2) Investment holding,

manufacturing and
retailing of apparel
and accessories in

Shenzhen, Mainland

China

ERECEERDA o 100 100 —F& TEREAREREER
Tiger Enterprises Hong Kong BREEEYE T Investment holding
Limited Tdk in Mainland China

~TER

BREEEE T

JERZRELTR

1,000 ordinary

shares of HK$1 each

60,000,000 non-voting

deferred shares of

HK$1 each
Walton International HEHE 100 100 —-BZZR HEBEREANE
Ltd. * Cayman Islands BREE-=T Licensing of trademarks

LTdk

102 ordinary shares

of US$1 each
* HENERE *  subsidiaries held indirectly
Kt - Notes:
1. ?iﬁgﬁ‘%ﬁﬁﬁﬁﬁ AN—HEIEEA 1. Dongguan Chi Hing Garments Ltd. is a wholly-foreign-owned enterprise

FEE=— /N
2. FIEBREKRER AR —BHRINEE 2. Shenzhen Tiger Garment Ltd. is a sino-foreign co-operative joint venture
HE/NE]

29. M EH £ & B 29. APPROVAL OF FINANCIAL STATEMENTS
AREEHBREEN _ZETE=F The financial statements were approved by the board of directors
“At-HAREEZAB - on March 13, 2003. .
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SHARE OPTION INFORMATION

BB OB # st &
ApaERETE ([ZAE )2 BENT -
(1) B M

Mo B R RBHAREELEREKAE
HEBETZAERAL

(2 EEBAL
() (8 FRNESIHREZEES (THE
HITHIERTT BREERNBILIE
HTES) EEIMEGZE

BE(TwmE2BERE) &
(o) EEEHFHIEMA

BRASEEMAKELEFMERKRR
FHERBRREN ZEFAAF &

(i) HAAEEEMAAKE I MZERBRE
FAEMERBRES R AET A
MEHFZHEBN &

HRrE

REHK

(i) (@) ERMEBRAERH
BXBEA REBH -
=

(o) EMALREEREATE  BR
FEMBEM R REFEA B
Bl EEREMRE -

(c) ENEmIRBHER -

(d) EREF =X

) EREXTRER (BEHHE

®)

TSRS BAEFIAK B 3 (E ] R R =%
B P BB R AE ) 2 A7 2 7

WHZAENE  BEEH —URZUR
BALEMEERALTAENZEFNR
ET o
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SHARE OPTION SCHEME

Summary of the share option scheme of the Company (“Scheme”) is as

follows:

(1) Purpose

As incentives or rewards for the contribution or potential contribution
to the Group from the selected eligible persons.

(2) Eligible persons

(i)

(i)

(i)

(@)

(b)

any director or proposed director (whether executive or
non-executive, including any independent non-executive
director), employee or proposed employee (whether full time
or part time) of, or

any individual for the time being seconded to work for,

any member of the Group or any controlling shareholder or any

company controlled by a controlling shareholder; or

any holder of any securities issued by any member of the Group
or any controlling shareholder or any company controlled by a
controlling shareholder; or

(a)

any business or joint venture partner, franchisee, contractor,
agent or representative of,

any person or entity that provides research, development
or other technological support or any advisory, consultancy,
professional or other services to,

any supplier of goods or services to,

any customer of, or

any landlord or tenant (including any sub-tenant) of,

any member of the Group or any controlling shareholder or a
company controlled by a controlling shareholder;

and, for the purposes of the Scheme, shall include any company
controlled by one or more persons belonging to any of the above
classes of eligible persons.
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(3)

(4)

(5)

(6)

(7)

(8)

REE LR

ABRTZENBEE LRA—R—-—TRE—
THE-FTN\BR+ K HBEEREX
BEBARAZETRNZADZN

BUEGEBRATTERESZ LR

BUAERATEERNT-EARN(EZR
REBBREER L  REZFEREAR
A (] A AR BB 2R I (B
BOEHE  STEREARTEZBRE)
TUATRE  MBETERSETZRO LR
TRBEAAREETROZENZ— °

BRETES
BREARBEZEGRIRT  RES
ROBRER RERLDZBREZARH
HRBAFHGTE BEEEERHBRE
By BORE 2 B H 5 R P A REY B R (M
REMERT  ;ABEHBREE BEFT
ARATE MEXREZEREERAT
NERHEREZ B -

EXRHCBERE

BREERAGEARTDARER HBR
BAME= AN (BRRHBREER R)
BEXABEH] REXREETZBR

R BRfME® T -
EEBERETEEZEE

TERRERATINZEREKRN 2B K
RESHESRT  EBREBERAZLAR
TImERZz2EEE -

() RELERBMZROHKHE: &

(i) RHEHAL@EEER ZFHRS

&

HEERED cBREBETABER T
ER - ZEE -

A B 82BN
SHBEBENBEE -2 — - &
—A-+mAREH-

(3)

(4)

(5)

(6)

(7)

(8)

m R OB E B
SHARE OPTION INFORMATION

Maximum number of shares

The maximum number of shares available for issue is 115,152,851,
representing approximately eight percent of the issued share capital
of the Company as at the date of this report.

Maximum entitlement of each eligible person

The maximum number of shares issued and to be issued upon
exercise of options granted under the Scheme and any other share
option schemes of the Company to any eligible person (including
cancelled, exercised and outstanding options), in any 12-month
period up to the date of grant shall not exceed one percent of the
shares in issue.

Time of exercise of option

An option may be exercised in accordance with the terms of the
Scheme at any time during a period commencing on such date on
or after the date on which the option is granted as the directors may
determine in granting the option and expiring at the close of business
on such date as the directors may determine in granting the option
but in any event shall not exceed ten years from the date of grant
(which is the date of offer of grant if the offer for the grant of the
option is accepted).

Acceptance of offers

An offer for the grant of options must be accepted within 30 days
inclusive of the day on which such offer was made. The amount
payable on acceptance of the offer for the grant of an option is
HK$1.00.

Basis of determining the option exercise price

The option price per share payable on the exercise of an option is to
be determined by the directors provided always that it shall be at
least the higher of:

(i) the closing price of the shares on the date of offer; and

(i) the average closing price of the shares for the five business
days immediately preceding the date of offer,

provided that the option exercise price per share shall in no event
be less than the nominal amount of a share.

The remaining life of the Scheme

The Scheme will remain in force until January 24, 2012.
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SHARE OPTION INFORMATION

BEEzE2H MOVEMENT OF SHARE OPTIONS

AEERN ARAREREZEHFBEHINM  During the year, movements of the Company’s share options are set out

o below:
BREZE
Number of Share Options
W83
REEER  RAEER REEER TZA=1-R
K-5E-F R fif HEEN pA{ ]
-B-B2&8 Granted  Exercised Cancelled/ Balance EROGE
SERAL Balance as at during during  Lapsed during asat Exercise price REAH s
Eligible person 01/01/2002 the year the year the year 12/31/2002 per share  Date of grant  Exercisable period
AT (AIAIE) (AIR/%)
HKS  (MM/DD/YYYY) — (MM/DD/YYYY)
BlEE 16,000,000 - - - 15,000,000 2.600  08/24/1995 02/24/1996 - 05/28/2005
Lau Kwok Kuen, Peter 10,000,000 - - - 10,000,000 2830 05/07/1996 05/07/1999 - 05/28/2005
EH
Dirctor 25,000,000 - - - 25,000,000
BikE 800,000 - 800,000 - - 2150 05/30/1995 05/30/1998 - 05/28/2005
Fung Wing Cheong, Charles 300,000 - - - 300,000 4,460 07/08/2000 07/08/2001 - 05/28/2005
gz 300,000 - - - 300,000 4460 07/08/2000 07/08/2002 - 05/28/2005
Dirsctor 300,000 - - - 300,000 4,460 07/08/2000 07/08/2008 - 05/28/2005
- 1,666,000 - - 1,666,000 4650 04/08/2002 04/08/2003 - 04/07/2012
- 1,666,000 - - 1,666,000 4650 04/08/2002 04/08/2004 - 04/07/2012
- 1,668,000 - - 1,668,000 4650 04/08/2002 04/08/2005 - 04/07/2012
1,700,000 5,000,000 800,000 - 5,900,000
Eng 468,000 - - - 468,000 0878 12/05/1997 12/05/1999 - 05/28/2005
Mah Chuck On, Bernard 472,000 - - - 472,000 0878 12/05/1997 12/05/2000 - 05/28/2005
gz 300,000 - - - 300,000 4460 07/08/2000 07/08/2001 - 05/28/2005
Dirsctor 300,000 - - - 300,000 4,460 07/08/2000 07/08/2002 - 05/28/2005
300,000 - - - 300,000 4460 07/08/2000 07/08/2003 - 05/28/2005
- 1,666,000 - - 1,666,000 4650 04/08/2002 04/08/2003 - 04/07/2012
- 1,666,000 - - 1,666,000 4650 04/08/2002 04/08/2004 - 04/07/2012
- 1,668,000 - - 1,668,000 4650 04/08/2002 04/08/2005 - 04/07/2012
1,840,000 5,000,000 - - 6,840,000
EEES 548,000 - - - 548,000 0878 12/05/1997 12/05/2000 - 05/28/2005
Wong Pak Chuen, Paul 200,000 - - - 200,000 3384 04/26/2001 04/26/2004 - 05/28/2005
]
Dirsctor 748,000 - - - 748,000
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SHARE OPTION INFORMATION

BRREzEH (8 MOVEMENT OF SHARE OPTIONS (continued)
EREZE
Number of Share Options

H-23zf%

REAEER  RAEER REXEER +ZAZ1-H

R-%%-fF R i P3| A 43

-R-RzER Granted  Exercised  Cancelled/ Balance EREE
SEEAL Balance as at during during  Lapsed during asat Exercise price RiEAH s
Eligible person 01/01/2002 the year the year the year 12/31/2002 per share  Date of grant  Exercisable period

B (BIRI%) (A /8/%)
HKS  (MM/DD/YYYY)  (MM/DD/YYYY)

EERNRE 1,228,000 - 116,000 - 1,112,000 2150 05/30/1995 05/30/1998 - 05/28/2005
Continuous coniract 2,800,000 - 1,000,000 - 1,800,000 3190 03/04/1996 00/04/1996 - 05/28/2005
employees 1,356,000 - 1,172,000 - 184,000 0878 12/05/1997 12/05/1999 - 05/28/2005
2412,000 - 520,000 - 1,892,000 0878 12/05/1997 12/05/2000 - 05/28/2005
300,000 - 300,000 - - 0692 02/24/1999 02/24/2000 - 05/28/2005
300,000 - - - 300,000 0692 02/24/1999 02/24/2001 - 05/28/2005
300,000 - - - 300,000 0692 02/24/1999 02/24/2002 - 05/28/2005
408,000 - 408,000 - - 0770 03/05/1999 03/05/2002 - 05/28/2005
240,000 - - - 240,000 2320 07/17/1999 08/01/2000 - 05/28/2005
240,000 - - - 240,000 2320 07/17/1999 08/01/2001 - 05/28/2005
240,000 - - - 240,000 2320 07/17/1999 08/01/2002 - 05/28/2005
240,000 - - - 240,000 2320 07/17/1999 08/01/2003 - 05/28/2005
240,000 - - - 240,000 2320 07/17/1999 08/01/2004 - 05/28/2005
400,000 - - - 400,000 4460 07/08/2000 07/08/2001 - 05/28/2005
300,000 - - - 300,000 4460 07/08/2000 07/08/2002 - 05/28/2005
300,000 - - - 300,000 4460 07/08/2000 07/08/2003 - 05/28/2005
4470,000 - - 370,000 4,100,000 3728 02/07/2001 02/07/2004 - 05/28/2005
5,474,000 - - - 5,474,000 3108 08/31/2001 08/31/2003 - 05/28/2005
- 5,024,000 - 110,000 4,914,000 4650 04/08/2002 04/08/2003 - 04/07/2012
- 5,024,000 - 110,000 4,914,000 4650 04/08/2002 04/08/2004 - 04/07/2012
- 5,502,000 - 110,000 5,392,000 4650 04/08/2002 04/08/2005 - 04/07/2012

21,248,000 15,550,000 3,516,000 700,000 32,582,000

Biat - Notes:

1. BRERKBBAZZZT_FWTANB)AI—KX 1. The closing price of the share immediately before the options granted on
ZBRHOKTEREBENTEARN April 8, 2002 is HK$4.55

2. EEBXEXREREBEANEECTHEZER 2. The weighted average closing prices of the shares immediately before the

BRBETE AR ZMEFHROKTESD A dates of exercise are HK$5.10 and HK$4.62 respectively regarding the options
AREBAT-—ARBEDIT A exercised by Mr. Fung Wing Cheong, Charles and the Continuous Contract
Employees
83
ANNUAL REPORT 2002 & #§ GIORDANO INTERNATIONAL LIMITED

E A REBERLLTE




84

B ol B B M
SHARE OPTION INFORMATION

BB 2R E

BRERTE  EVBRRLITE®ER - ER
ERTRETER - RZEE_FHBFEBR
BETZERAEEBER/ES _T—A\l-Z
AREEBEDERAMNR - FASTHETESRS
WRBEHBRAUTZRREEAE

ERRANE - BAZERA(RRLEBEZ
TEHNEESBESFOAKR
NES)

BHBR S C BEEREERABY A
it

BH R R C BLERBABAZOTR
BHAEME - THF

mhR - FRSTHETERANRGEETG
WEFHBREAATABMEREZ AREESE
ZAREBE -MA ZHREEEATEART
ETEREIERRYE  SRBHRERRE -
ERTBERIBEMERENEHISHBER
BIAEBEEXNEATE -

VALUATION OF SHARE OPTIONS

The share options granted are not recognized in the financial statements
until they are exercised. The fair value per share option granted during
the fiscal year 2002 is HK$2.18. The fair value of each option granted is
estimated on the date of the grant using the Black-Scholes option pricing
model with the following assumptions:

Risk-free interest rate : 5.9 percent, being the approximate yield
of 10-year Exchange Fund Note on the
grant date

Expected dividend : historical dividends of 14 HK cents per
share

Expected volatility : 46 percent based on historical volatility

Expected life : 10 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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NOTICE OF ANNUAL GENERAL MEETING

LBSKEANEERAER AR ([A2A7F]) ZEL  NOTICE IS HEREBY GIVEN that the Annual General Meeting of Giordano

AZZEE-FNA-F+WBEHNEF+—E  International Limited (“Company”) will be held at Block B, 3rd Floor, Tin
THREEENERDPEELEEELENS  Onindustrial Building, 777-779 Cheung Sha Wan Road, Kowloon, Hong
RETEREZEBEEITRRBFAE » &  Kong on Thursday, April 24, 2003 at 11:00 a.m. for the following purposes:
BT ER :

1, BAEHZ-_ZZE-_F+-A=+—HIt 1. To receive and consider the audited financial statements and
FEZREGZYBRE EFT2REY the reports of the directors and auditors for the year ended
AREE - December 31, 2002.

2. BEhHERBE-_ZET-_#+-A=1+—H 2. To declare a final dividend for the year ended December 31, 2002.
TFEEZRPEKE -

3. EMREHEZE_ZTZT_HF+-_A=+—H 3. To declare a special dividend for the year ended December 31,
EFEEZHHERE - 2002.

4, EEERAEEZS - 4.  To re-elect retiring directors.

5. EREREMEEEESSETHEMNS - 5. To re-appoint the auditors and to authorize the directors to fix their
remuneration.

6. EARBREE EEURNEBBHLE 6. As special business, to consider and, if thought fit, pass, with or

AR TIRZERLTAREER without modifications, the following resolutions as Ordinary
Resolutions:
BEBERER ORDINARY RESOLUTIONS
(1) (83 - (1) “THAT:
(A) BRERTARAESE —H (A) a general mandate be and is hereby unconditionally given

—RMERE AIREHBARA to the directors of the Company during the Relevant

BT BREIEBARAIRAE Period to issue, allot or otherwise deal with additional

RZBEINED - WIER SR T shares in the capital of the Company and to make or

AR BRTTEZER N ZESE grant offers, agreements and options which might require

W LERE ARSI the exercise of such power, subject to the following

i - conditions:

(a) ZEREZBNHAME (a) such mandate shall not extend beyond the Relevant
BEMBE BEXARAE Period save that the directors of the Company may
=g A BHBANED during the Relevant Period make or grant offers,
HETAREREBHERA agreements and options which might require the
dEmETEZERNZ exercise of such powers at any time during or after
Ba MaEkBERE R the end of the Relevant Period; and
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(BRI DERARERER
BZAEETIZREAH L

(B)

the aggregate nominal amount of shares in the
capital of the Company which may be allotted,
issued or otherwise dealt with by the directors of
the Company pursuant to such mandate, otherwise
than pursuant to (i) a Rights Issue; or (i) the exercise
of rights of subscription or conversion under the
terms of any warrants or other securities issued by
the Company carrying a right to subscribe for or
purchase shares of the Company; or (i) the exercise
of any option under any share option scheme of the
Company adopted by its shareholders for the grant
or issue to eligible persons options to subscribe for
or rights to acquire shares of the Company; or (iv)
any scrip dividend or other similar scheme
implemented in accordance with the Bye-Laws of
the Company, shall not exceed 20 percent of the
aggregate nominal amount of the share capital of
the Company in issue at the date of passing this
Resolution; and

for the purpose of this Resolution:

“Relevant Period” means the period from the passing of
this Resolution until whichever is the earliest of:

HE

(a) ARBITEREAFAE (a) the conclusion of the next Annual General Meeting
ER of the Company;

(b) KBARAMAIEERE (o) the expiration of the period within which the next
HAZERNBRERRAA Annual General Meeting of the Company is required
BRTERRBEFAEGZ by its Bye-Laws or any applicable laws of Bermuda
HERER2B X to be held; and

(c) RRBEIRERBRERE L (c) the revocation or variation of the authority given
mREEREERERE under this Resolution by an ordinary resolution of
AARBERFBT IR the shareholders of the Company in general meeting.
o
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(2) T8 :

(A)

ERHERTARAEEE—E
—RERE TRAEBHEAR
TERARR—ENBRAD
ARARZEG  BARFAET
g4

(a) MEBZHBRETE - J#E
7o WABSTHABERE
PIREEMEXHMAR
DA 7 BT RIS
HEMERZERR MR
E R

(b) AREMKE LA REME
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ARNBEARERERAE
BTRAEERBZAED
2T R

RARBRME -
[BEEMEIDERAZRESR
BzARETNINZFEABIEZ
HE

(a) ARBETERREFAE
AR

flr = B & X & B &
NOTICE OF ANNUAL GENERAL MEETING

“Rights Issue” means an offer of shares open for a period
fixed by the directors of the Company to holders of shares
on its Register of Members on a fixed record date in
proportion to their holdings of shares (subject to such
exclusions or other arrangements as the directors of the
Company may deem necessary or expedient in relation
to fractional entitlements or having regard to any
restrictions or obligations under the laws of or the
requirements of any recognized regulatory body or stock
exchange in any territory outside Hong Kong).”

(2) “THAT:

A

a general mandate be and is hereby unconditionally given
to the directors of the Company during the Relevant
Period to exercise all powers of the Company to purchase
shares in the capital of the Company subject to the
following conditions:

(@) the exercise of all powers pursuant to such mandate
shall be subject to and in accordance with all
applicable laws and the requirements of the Rules
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited or of any other
applicable stock exchange; and

(b)  the aggregate nominal amount of shares in the share
capital of the Company which may be purchased
pursuant to such mandate shall not exceed ten
percent of the aggregate nominal amount of the
share capital of the Company in issue at the date of
passing this Resolution; and

for the purpose of this Resolution:
“Relevant Period” means the period from the passing of

this Resolution until whichever is the earliest of:

(@) the conclusion of the next Annual General Meeting
of the Company;
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(b) KEALAMRKARE
BRZEPIRERRAA
ARTERRBFREZ
HRERZE R

(c) RARBERRBERAE L
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AARBRAGT R
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(b)  the expiration of the period within which the next
Annual General Meeting of the Company is required
by its Bye-Laws or any applicable laws of Bermuda
to be held; and

(c) the revocation or variation of the authority given
under this Resolution by an ordinary resolution of
the shareholders of the Company in general
meeting.”

(8) “THAT the general mandate granted to the directors of the
Company pursuant to the authority given in the resolution set
out in item 6(1) in the notice convening this meeting to issue,
allot or otherwise deal with additional shares of the Company
during the Relevant Period (as defined in that Resolution) be
and is hereby extended by the addition to the aggregate
nominal amount of shares in the capital of the Company which
may be issued, allotted or otherwise dealt with pursuant to
such general mandate of an amount representing the aggregate
nominal amount of shares in the capital of the Company
purchased by the directors of the Company pursuant to their
exercise of the powers of the Company to purchase such
shares, provided that such amount shall not exceed ten percent
of the aggregate nominal amount of the share capital of the
Company in issue at the date of passing this Resolution.”

By Order of the Board
LEUNG SZE MAN, ALICE
Company Secretary

Hong Kong, March 14, 2003

Notes:

1. A shareholder entitled to attend and vote at the meeting convened by the
above notice is entitled to appoint one or more proxies to attend and, on a
poll, vote in his stead. A proxy need not be a shareholder of the Company.

2. REZAZRBERFZBAZEEZNEMERE 2. To be valid, a form of proxy together with the power of attorney or other
XH(MB) I LRBAEEER I RES authority (if any) under which it is signed or a notarially certified copy of that
IEEXHEAR  BERAEHETNESET power of attorney or authority must be deposited at the Company’s branch
BORBASLH +/)/VNEAIRERQBRNE S share registrars in Hong Kong, Abacus Share Registrars Limited, at Ground
RN BPEZIEREMGZFLFELAR Floor, Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchal,
RAE WU ABBEFELTTERTARRE Hong Kong not less than 48 hours before the time appointed for holding
RITBEPALBT FEBR - the meeting and any adjourned meeting.
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The Register of Members of the Company will be closed from April 22,
2003 to April 24, 2003, both days inclusive, during which period no transfer
of shares will be registered. In order to qualify for the final and special
dividends (which will be payable on or about May 15, 2003) to be approved
at the forthcoming Annual General Meeting, all transfers documents
accompanied by the relevant share certificates must be lodged with the
Company’s branch share registrars in Hong Kong, Abacus Share Registrars
Limited, at Ground Floor, Bank of East Asia Harbour View Centre,
56 Gloucester Road, Wanchai, Hong Kong for registration not later than
4:00 p.m. on April 17, 2003.

Shareholders are recommended to read the Appendix - Explanatory
Statement to the annual report which contains important information
concerning the ordinary resolution set out in item 6(2) in the above notice.

Concerning the ordinary resolutions set out in items 6(1) and 6(3) in the
above notice, the purpose of the general mandate to be conferred on the
directors of the Company is to enable them to issue shares up to a specified
number without having to first obtain the consent of shareholders in general
meeting. The need for such an issue of shares could, for example, arise in
the context of a transaction (such as an acquisition) which has to be
completed speedily. The directors believe that it is in the interest of the
Company if such a general mandate is granted to them. The directors wish
to state that they presently do not have any immediate plans
to issue any new shares in the Company.
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The Stock Exchange of Hong Kong Limited takes no responsibility for
the contents of the following information, makes no representation as to
its accuracy or completeness and expressly disclaims any liability
whatsoever for any loss howsoever arising from or in reliance upon the
whole or any part of the contents of the following information.

SHARE REPURCHASE MANDATE

The following is the Explanatory Statement required to be sent to
shareholders under the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (“Stock Exchange”) (“Listing Rules”)
relating to the ordinary resolution set out in item 6(2) in the notice of
Annual General Meeting to be proposed at the Annual General Meeting
of Giordano International Limited (“Company”) to be held on April 24,
2008 to approve a general and unconditional mandate to be given to
directors of the Company (“Directors”) to exercise the powers of the
Company to repurchase, at any time until the next Annual General Meeting
of the Company or such earlier period as stated in the ordinary resolution,
the issued and fully paid-up shares of HK$0.05 each in the capital of the
Company (“Shares”) representing up to a maximum of ten percent of the
issued share capital of the Company at the date of the resolution (“Share
Repurchase Mandate”).

(A) Proposed Share Repurchase Mandate

It is proposed that the Directors may exercise the powers of the
Company to repurchase up to ten percent of the Shares in issue as
at the date of the passing of the resolution to approve the granting
to the Directors the Share Repurchase Mandate. As at
March 21, 2003, being the latest practicable date prior to the printing
of this annual report (“Latest Practicable Date”), the number of Shares
in issue was 1,440,728,518 Shares. Accordingly, the exercise of the
Share Repurchase Mandate in full (being the repurchase of
ten percent of the Shares in issue as at the date of the passing
of the resolution to approve the Share Repurchase Mandate) would
enable the Company to repurchase 144,072,851 Shares.

(B) Reasons for Repurchases

The Directors believe that it is in the best interests of the Company
and its shareholders for the Directors to have a general authority
from shareholders of the Company to repurchase Shares in the
market. A repurchase of Shares may, depending on market conditions
and funding arrangements at the time, lead to an enhancement of
the net asset value of the Company and/or its earnings per Share
and will only be made when the Directors believe that such
repurchase will be to the benefit of the Company.
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(C) Funding of Repurchases

Repurchases must be funded out of funds legally available for such
purpose in accordance with the laws of Bermuda and the
Memorandum of Association and the Bye-Laws of the Company.
The Directors propose that repurchases of Shares under the Share
Repurchase Mandate would be financed from the Company’s internal
resources or existing banking facilities.

Whilst the Share Repurchase Mandate, if exercised in full, may have

HEARRZEEESRBBERABEAL
THEE(LHARARERE
“REFF+ A=+ -HULFEZRE
BHBEREARBEZRRANE) - EF 8
BERERRATEZREL TS EHUE
BEXTHNEEZBR T @TRERAE

a material adverse impact on the working capital or gearing position
of the Company, as compared with the position disclosed in the
Company’s audited financial statements for the year ended
December 31, 2002, the Directors expect to exercise such mandate
if and to such extent only as they are satisfied that the exercise
thereof will not have such a material adverse impact.

5 o
(D) RE (D) Share Prices
BET-_BEREBRAEHRMES KD The highest and lowest prices at which Shares have traded on the
ERkEEENT : Stock Exchange in each of the previous twelve months were as
follows:
=) =434
Highest Lowest
BT BT
HK$ HK$
—EEC 2002
= March 4.800 3.900
A April 5.050 4.425
A A May 5.550 4.450
~AH June 4.825 4125
+ A July 4.800 3.375
J\A August 3.925 3.375
A September 3.750 2.925
+A October 3.400 2.800
+—A November 3.475 2.925
+=A December 3.600 2.975
—EE=fF 2003
—A January 3.325 2.775
| February 2.800 2.325
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(E) General Information
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There are no Directors or (to the best of the knowledge of the
Directors, having made all reasonable enquiries) any associates of
Directors who have a present intention to sell Shares to the Company
in the event that the Share Repurchase Mandate is granted by
shareholders.

The Directors have undertaken to the Stock Exchange to exercise
the powers of the Company to make repurchases pursuant to the
Share Repurchase Mandate in accordance with the Listing Rules,
the laws of Bermuda and the Memorandum of Association and Bye-
Laws of the Company.

So far as the Directors are aware, no parties were, directly or
indirectly, interested in ten percent or more of the issued share
capital of the Company as at the Latest Practicable Date as recorded
in the register kept by the Company under Section 16(1) of the
Securities (Disclosure of Interests) Ordinance. Accordingly, the
Directors are not aware of any consequences which would arise
under the Hong Kong Code on Takeovers and Mergers as a
consequence of any repurchases made pursuant to the Share
Repurchase Mandate.

No connected persons of the Company (as defined in the Listing
Rules) have notified the Company of a present intention to sell Shares
to the Company and no such persons have undertaken not to sell
any such Shares to the Company in the event that the Share
Repurchase Mandate is granted by shareholders.

During the six months prior to the Latest Practicable Date, the
Company had not repurchased any Shares.
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