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Turnover

Gross profit

Gross margin

Operating profit (Notes 1 & 2)

Operating margin (Notes 1 & 2)

Profit attributable to shareholders (Notes 1 & 2)
Return on sales (Notes 1 & 2)

Cash and bank balances less bank loans and overdrafts
Working capital (Note 1)

Total assets (Note 2)

Total liabilities (Notes 2 & 3)

Shareholders’ funds (Notes 2 & 3)
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Earnings per share — Basic (HK cents) (Notes 1, 2 & 4)
Interim dividend per share (HK cents) (Note 4)
Special interim dividend per share (HK cents)

Final dividend per share (HK cents) (Note 4)

Special final dividend per share (HK cents) (Note 4)
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Return on average total assets (Notes 1 & 2)

Return on average shareholders’ funds (Notes 1 & 2)
Inventory turnover on sales (days) (Note 5)

Current ratio (times) (Note 1)
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Directly managed stores
Number of stores (Note 6)
Retail floor area (in thousands of square feet) (Note 6)
Comparable store sales (decrease)/increase (Note 7)
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Total stores (Note 6)
Inter-segment purchases percentage
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Notes:

1. Figures from 2004 are adjusted for the adoption of HKAS 17 “Leases” and
HKFRS 2 “Share-based Payment” which are effective for accounting years

commencing on or after January 1, 2005

2. Figures for 2002 are adjusted for the adoption of SSAP 12 “Income Taxes”
(revised) which is effective for accounting years commencing on or after

January 1, 2003

3. Figures from 1996 to 2000 are adjusted for the adoption of SSAP 9 “Events
after the Balance Sheet Date” (revised) which is effective for accounting

years commencing on or after January 1, 2001

4. Figures from 1996 to 1999 are adjusted for the effect of the 1-to-2 share

subdivision

5. Inventory held at year end divided by full year turnover times 365 days

6. Figures as at year end

7. For stores which were operated for the full 12 months in each of the two

fiscal years under comparison
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2005 2004 2003 2002 2001 2000 1999 1998 1997 1996
4,413 4,003 3,389 3,588 3,479 3,431 3,092 2,609 3,014 3,522
2,243 2,035 1,634 1,677 1,544 1,616 1,352 1,029 1,240 1,464

50.8% 50.8% 48.2% 46.7% 44.4% 44.2% 43.7% 39.4% 41.1% 41.6%
518 491 364 385 372 425 351 70 60 299
11.7% 12.3% 10.7% 10.7% 10.7% 12.4% 11.4% 2.7% 2.0% 8.5%
406 387 266 328 377 416 360 76 68 261
9.2% 9.7% 7.8% 9.1% 10.8% 12.1% 11.6% 2.9% 2.3% 7.4%
827 689 784 614 494 747 803 340 192 178

1,029 861 911 861 798 1,014 960 725 655 752

2,970 2,717 2,555 2,419 2,371 2,110 1,913 1,435 1,408 1,591

755 684 685 564 625 511 456 299 340 363
2,122 1,954 1,799 1,794 1,695 1,658 1,449 1,135 1,069 1,220
27.50 26.70 18.50 22.80 26.30 29.30 25.65 5.40 4.80 18.45
4.50 4.00 1.50 4.50 4.50 4.25 3.25 0.50 2.50 2.25
2.00 1.50 3.00 - - - - - - -
5.00 4.50 4.50 4.50 4.50 6.00 5.50 1.75 - 5.75
15.00 13.00 12.00 10.00 5.00 5.00 8.50 - - -
14.3% 14.7% 10.7% 13.7% 16.8% 20.7% 21.5% 5.3% 4.5% 16.8%
19.9% 20.6% 14.8% 18.8% 23.2% 27.7% 27.9% 6.9% 5.9% 23.8%
31 30 24 26 30 32 28 44 48 58
2.6 2.4 2.5 2.8 2.3 3.1 3.2 3.6 3.1 3.3
914 811 550 473 456 367 317 308 324 294
918 846 650 599 598 466 359 301 314 296
(1%) 7% (9%) (2%) (4%) 4% 21% (13%) (11%) (6%)
1,694 1,685 1,363 1,256 1,159 920 740 678 640 515
30% 27% 28% 26% 24% 25% 22% 27% 35% 40%
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BOARD OF DIRECTORS
Executive Directors

LAU Kwok Kuen, Peter

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

Independent Non-Executive Directors

AU Man Chu, Milton

Barry John BUTTIFANT
KWONG Ki Chi, GBS, JP
LEE Peng Fei, Allen, JP

BOARD ADVISOR
Professor LEUNG Kwok

GROUP CHIEF FINANCIAL OFFICER
LUI Chi Hung

COMPANY SECRETARY
YIU Yuen Wah, Christiana

AUDIT COMMITTEE
Barry John BUTTIFANT
AU Man Chu, Milton

KWONG Ki Chi, GBS, JP
LEE Peng Fei, Allen, JP

COMPENSATION COMMITTEE
LAU Kwok Kuen, Peter
Barry John BUTTIFANT
LEE Peng Fei, Allen, JpP
Professor LEUNG Kwok

AUTHORIZED REPRESENTATIVES
LAU Kwok Kuen, Peter
LUI Chi Hung

AUDITORS
PricewaterhouseCoopers
Certified Public Accountants
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LAWYERS

Hong Kong lawyers
Robertsons

Arculli Fong & Ng

PRC lawyers
King & Wood

REGISTERED OFFICE
Canon’s Court

22 Victoria Street
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 HM08

Bermuda

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

26th Floor, Tesbury Centre

28 Queen’s Road East

Hong Kong

PRINCIPAL BANKERS

The Hongkong and Shanghai Banking Corporation Limited
Standard Chartered Bank (Hong Kong) Limited

BNP Paribas

Citibank N.A.
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IMPORTANT DATES

Closure of Register of Members
May 4, 2006 to May 9, 2006

(both days inclusive)

Annual General Meeting
May 9, 2006

Dividends
Interim Dividend . 4.5 HK cents per share
Special Interim Dividend : 2.0 HK cents per share
. September 15, 2005

. 5.0 HK cents per share

Paid on
Proposed Final Dividend
Proposed Special Final Dividend: 15.0 HK cents per share

Payable on : May 15, 2006
STOCK CODE
Stock Exchange of Hong Kong : 709
Bloomberg : 709 HK
Reuters : 0709.HK

INVESTOR RELATIONS CONTACT
William Yue

Director of Corporate and External Affairs
Giordano International Limited

5th Floor, Tin On Industrial Building
777-779 Cheung Sha Wan Road
Kowloon, Hong Kong

Telephone : (852) 2746 4668

Facsimile : (852) 2370 8864
e-mail . williamyue@giordano.com.hk
WEBSITE

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

Mr. LAU Kwok Kuen, Peter (Chairman), aged 53, is the Group’s Chief
Executive and a member of the Compensation Committee of the Company.
He joined the Group in 1987, became the Chief Executive on February 8,
1994, and was elected Chairman of the Board of Directors of the Group
on August 10 in the same year. Mr. Lau holds an MBA degree from the
University of Calgary in Canada and is a member of the Canadian Institute
of Chartered Accountants. Prior to joining the Group, he had over
12 years of accounting experience in the private and public sectors
in Canada.

Mr. FUNG Wing Cheong, Charles (Executive Director), aged 44, joined
the Group in 1988 and has assumed the current position in the Company
since February 11, 1997. Mr. Fung is also the General Manager of the
Group’s operations in Taiwan. He holds a bachelor degree from the
University of Hong Kong and an MBA degree from the National University
of Singapore. Before joining the Group, Mr. Fung had worked for five
years in the real estate business.

Mr. MAH Chuck On, Bernard (Executive Director), aged 56, joined the
Group in 1996 and was appointed to the current position of the Company
on June 14, 1999. Mr. Mah is also the Executive Chairman of the Group’s
operations in Mainland China, Group Executive Director — Global Business
Development and director of certain subsidiaries of the Group. He
graduated from the University of Alberta in Canada with a bachelor degree
in Business Administration and is a member of the Canadian Institute of
Chartered Accountants. Prior to joining the Group, Mr. Mah had gained
extensive experience in industrial and commercial investment sectors and
had held senior government positions in accounting and auditing in Canada
for 15 years.

GIORDANO INTERNATIONAL LIMITED
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Mr. AU Man Chu, Milton (Independent Non-executive Director), aged
55, joined the Company on December 11, 2000 and is a member of the
Audit Committee of the Company. Mr. Au holds a Bachelor of Commerce
degree from the University of Alberta in Canada and is a member of the
Canadian Institute of Chartered Accountants. He has over 25 years of
experience in finance and management. Mr. Au was an executive director
of Noble Group Limited, a company listed in Singapore, from December 1,
1995 to December 31, 2003 and since January 1, 2004, he has been
appointed as its non-executive director. Mr. Au is also a member of the
board of directors of Hong Kong International Film Festival Society Limited,
a non-profit making organization.

Mr. Barry John BUTTIFANT (Independent Non-executive Director), aged
61, joined the Group in May 1991. He is also chairman of the Audit
Committee and a member of the Compensation Committee of the
Company. Mr. Buttifant is the managing director of Hsin Chong International
Holdings Limited (“Hsin Chong International”) and is an alternate director
to Mr. V-nee Yeh, chairman of Hsin Chong Construction Group Ltd. and
Mrs. Fung Yeh Yi Hao, Yvette, deputy chairman of Synergis Holdings
Limited. He is also an independent non-executive director of China
Merchants DiChain (Asia) Limited, Daiwa Associate Holdings Limited,
Alltronics Holdings Limited and Media Partners International Holdings Inc
and a non-executive director of a NYSE public company, Global-Tech
Appliances Inc.. Prior to joining Hsin Chong International, he was an
operating partner of Baring Private Equity Asia Limited. He was also the
managing director of Wo Kee Hong (Holdings) Limited (“Wo Kee Hong”)
from 2001 to 2002 and was the Advisor to the board of directors of Wo
Kee Hong from November 2002 to April 2004. Prior to joining Wo Kee
Hong, he was the managing director of IDT International Limited for over
eight years and had worked for Polly Peck Group and Sime Darby Hong
Kong Limited 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, the Hong Kong Institute of Certified
Public Accountants, the Chartered Management Institute, the Hong Kong

Management Association and the Hong Kong Institute of Directors.
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Mr. KWONG Ki Chi, GBS, JP (Independent Non-executive Director), aged
55, joined the Company as an Independent Non-executive Director on
April 26, 2004 and is a member of the Audit Committee of the Company.
Mr. Kwong graduated from The University of Hong Kong with a Bachelor
of Science degree in Physics and Mathematics and was awarded a Master
of Philosophy degree in Economics and Politics of Development by the
University of Cambridge, England. He has served in the Government of
Hong Kong for 27 years and held positions principally in the economic
and financial fields. He was the Secretary for the Treasury from 1995 to
1998, with responsibility for the public finances, and Secretary for
Information Technology and Broadcasting from 1998 to March 2000, with
responsibility for information technology, telecommunications and
broadcasting. He left the Government of Hong Kong in March 2000 to
join the Hong Kong Exchanges and Clearing Limited as its executive
director and first Chief Executive, following the demutualization and merger
of the Stock Exchange of Hong Kong (“Stock Exchange”), the Hong Kong
Futures Exchange and their associated clearing houses and retired in
April 2003. From January to June 2004, he was the managing director of
Hsin Chong International Holdings Ltd.. He was also an alternate director
of Hsin Chong Construction Group Ltd. (“Hsin Chong”) from January to
August 2004 and Synergis Holdings Limited (“Synergis”) from January to
September 2004, the shares of both Hsin Chong and Synergis are listed
on the Stock Exchange. Mr. Kwong was also an independent non-executive
director of CDC Corporation (formerly known as chinadotcom corporation),
a NASDAQ listed company, from June 2003 to September 2005. He is
currently the managing director of Hongkong Sales (Int’l) Limited and a
non-executive director of both Hsin Chong and Synergis.

Mr. Kwong is a non-official Justice of the Peace in Hong Kong and has
been awarded the Gold Bauhinia Star by the Government of the Hong
Kong Special Administrative Region. He holds a number of public service
positions, including Council Member of the Chinese University of Hong
Kong and Board Director of the Hong Kong Community Chest.
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Dr. LEE Peng Fei, Allen, JP, (Independent Non-executive Director), aged
65, joined the Company on September 10, 1999. He is also a member of
the Audit Committee and the Compensation Committee of the Company.
He holds an honorary degree of Doctor of Engineering from The Hong
Kong Polytechnic University and an honorary degree of Doctor of Laws
from The Chinese University of Hong Kong. Dr. Lee is currently an
independent non-executive director of AMS Public Transport Holdings
Limited, ITE (Holdings) Limited, Playmates Holdings Limited, Sam Woo
Holdings Limited, VXL Capital Limited and Wang On Group Limited, the
shares of all of which are listed on The Stock Exchange of Hong Kong
Limited. He was also a non-executive director of Vertex Communications
& Technology Group Limited and an independent non-executive director
of Interchina Holdings Company Limited during the period from March
2002 to March 2005 and March 2002 to February 2006 respectively, both
of which are listed companies in Hong Kong.

Dr. Lee is a deputy of Hong Kong SAR, the 9th and 10th National People’s

Congress, PRC. He has taken an active role in public service.

Professor LEUNG Kwok (Board Advisor), aged 47, has been providing
consulting services to the Group since 1987. He is also a member of the
Compensation Committee of the Company. 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
extensive consulting experience with a wide range of organizations and

government departments in Hong Kong and Mainland China.
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Mr. CHEUNG Kwok Leung, aged 54, is the Managing Director of the
Group’s manufacturing division. He joined the Group in 1990 and has
over 31 years of experience in the garment manufacturing industry.

Mr. LUI Chi Hung, aged 44, is the Group Chief Financial Officer. He
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, and an associate member of the Hong Kong Institute
of Certified Public Accountants and the Certified General Accountants’
Association of Canada. He joined the Group in 2002 and has over

23 years of experience in finance and accounting field.
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Dear Shareholders:

During 2005, a year characterized by intense competition in the leisure
wear market as well as economic and climatic challenges, Giordano
continued to deliver solid and respectable results.

We are pleased with our steadily improving gross margins and excellent
cost controls to be able to deliver another profitable year. Despite being a
mature participant in the leisure wear market, Giordano still posted double-
digit growth in turnover. We continue to seek innovative ways to maintain
the momentum of our growth. Our experience and the strength of our
brand assure us a steady path of continued growth and profitability to
enhance shareholder value.

A steady path is not a path devoid of challenges — challenges posed by
both the external environment as well as from within our own internal
ranks to improve the way we do business. Therefore, | am excited about
a few initiatives the Group is embarking on in 2006. One is the result of a
complete review undertaken in 2005 of our store network to set up a
more refined and much more targeted merchandizing strategy.

In the customer care area, we have spent the last two years developing a
customer relationship management (CRM) platform that is seamlessly
integrated into our global IT system. This system will form the backbone
of our “World Without Strangers” CRM program and will enable us to
transform our existing local privilege card systems into a global program
of customer relationships and benefits. We expect these initiatives to help
us further solidify brand loyalty and drive higher comparable store sales
growth.

In the past few years, the Group has pioneered new markets such as
Australia and Japan. Our latest addition, India, will come on stream in
2006. While working on expanding our presence in these markets, the
Group will also strategically grow its market shares in established markets
such as Mainland China, Hong Kong, Taiwan, Singapore and South Korea.
This two-pronged approach forms our core growth plan. The Group
acknowledges both the opportunities and the challenges posed by the
globalization of retailing. Therefore, we continue to seek out and develop
strategic partnerships worldwide.
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CHAIRMAN’S STATEMENT

To execute our growth plans, the Group has implemented several changes
to its senior management in its Southeast Asia and Mainland China
operations. We have also bolstered the Group’s human resources function.
The new team is energetic, ambitious, extremely talented and | am
convinced that Giordano will not only continue to deliver profitable results,
but our brand will emerge stronger, fitter and better positioned to compete
globally.

The Board has recommended a final dividend of 5.0 HK cents per share
(2004: 4.5 HK cents per share). In line with our aim to return surplus cash
to our shareholders, the Board has further recommended declaring a
special final dividend of 15.0 HK cents per share (2004: 13.0 HK cents
per share). Total dividend, including the 4.5 HK cents regular interim
dividend, and 2.0 HK cents special interim dividend, amounts to 26.5 HK
cents per share (2004: 23.0 HK cents per share), representing a 96.4
percent payout of our annual profit.

I would like to thank our shareholders, suppliers and business partners,
our employees for their confidence and commitment to the Company and
our brand this past year. Without you, there would not be a Giordano.

LAU Kwok Kuen, Peter
Chairman

March 21, 2006
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RESULTS OF GROUP OPERATIONS
Turnover

The Group achieved a total turnover for the year of HK$4,413 million
(2004: HK$4,003 million), an increase of 10.2 percent year-on-year; or a
9.7 percent increase if foreign exchange gains were excluded. We had a
strong start in 2005, delivering a 15.8 percent year-on-year turnover growth
in the first half. This solid growth was overshadowed in the second half of
2005 by the adverse impact on sales of the unusually warm weather in
the fourth quarter in Greater China. Meanwhile, our Southeast Asian
markets were challenged by lowered consumer sentiments and spending
due to higher interest rates, fuel and transportation costs.

The Garment Trading & Manufacturing Division recorded a 26.6 percent
year-on-year turnover growth to HK$1,043 million (2004: HK$824 million)
before the elimination of inter-segment transactions. After the elimination
of inter-segment transactions, sales of the Garment Trading &
Manufacturing Division grew by 55.7 percent to HK$411 million (2004:
HK$264 million).

Sales of the Retail & Distribution Division grew by 7.0 percent year-on-
year to HK$4,002 million (2004: HK$3,739 million). While comparable
store sales declined slightly by 0.5 percent, comparable store gross profit
grew by 0.9 percent. The Retail & Distribution Division accounted for
90.7 percent of the Group’s total turnover, down from 93.4 percent in
2004.

Gross Profit

Despite a more difficult second half, overall gross margin for 2005 stayed
steady at 50.8 percent due to efficient sourcing and cost management.
Gross profit grew by 10.2 percent to HK$2,243 million (2004: HK$2,035
million).

ANNUAL REPORT 2005 O O
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Operating Expenses

Growth in operating expenses slowed in the second half, partly because
of the slowdown in sales growth, but also because of the swift and
decisive action that the Group took to control expenses. Operating
expenses for 2005 as a whole grew by 11.7% to HK$1,825 million
(2004: HK$1,634 million). Distribution expense rose by 13.0 percent, to
HK$1,349 million (2004: HK$1,194 million), attributed mainly to a
14.4 percent increase in operating lease rental and a 12.2 percent increase
in staff cost. Administrative expense declined 2.9 percent to HK$167 million
(2004: HK$172 million). Other operating expense increased by 15.3 percent
to HK$309 million (2004: HK$268 million). The increase was mainly
attributable to a 35.1 percent increase in advertising and promotion
expenses.

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

The Group’s 2005 operating profit was HK$518 million, up 5.5 percent
from the HK$491 million recorded in 2004. Operating margin was
11.7 percent, down 0.6 percentage point compared to 2004.

The Garment Trading & Manufacturing Division saw its operating profit
increasing to HK$58 million, up 13.7 percent year-on-year. Meanwhile,
operating profit from the Retail & Distribution Division totaled
HK$460 million (2004: HK$437 million), representing 88.8 percent (2004:
89.0 percent) of the Group’s operating profit. Operating margin for the
Retail & Distribution Division in 2005 declined by 0.2 percentage point to
11.5 percent.

The Group’s 2005 EBITDA amounted to HK$672 million (2004: HK$636
million), up 5.7 percent year-on-year. EBITDA margin declined by
0.7 percentage point to 15.2 percent (2004: 15.9 percent).

GIORDANO INTERNATIONAL LIMITED
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Profit Attributable to Shareholders

Profit attributable to shareholders, totaling HK$406 million (2004:
HK$387 million), represented a 4.9 percent increase year-on-year. Share
of after tax profits of jointly controlled companies and an associate
decreased by 6.1 percent to HK$31 million (2004: HK$33 million) due to
a reduction in the profits contributed by our South Korean operation.

The Group’s effective tax rate increased by 1 percentage point in 2005
due to the change in composition of profits contribution from the Group’s
various markets.

Cash Flow

Cash inflow from operating activities increased to HK$489 million (2004:
HK$327 million), due mainly to a much smaller growth in inventories in
2005 of HK$38 million (2004: HK$109 million). In addition, after showing
a decrease in 2004, there was an increase in trade and other payables in
2005 and this had a net effect of increasing cash flow by HK$56 million.

Cash outflow from investing activities, amounting to HK$89 million, was
lower than the HK$118 million recorded in 2004. This is largely due to a
HK$23 million decrease in capital expenditure.

At HK$254 million, cash outflow from financing activities was
HK$63 million below the level of HK$317 million as recorded in 2004,
despite an increase in dividend payment by HK$39 million which was
offset by a HK$90 million increase in cash proceeds received from the
exercise of share options by management staff.

ANNUAL REPORT 2005 O O
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GROUP FINANCIAL POSITION

At December 31, 2005, the Group had cash and bank deposits of
HK$903 million (2004: HK$752 million). The increase is partly explained
by cash receipts related to the exercise of management options in 2005.

At December 31, 2005, the Group’s working capital was HK$1,029 million,
up from HK$861 million at the end of 2004. Current ratio was 2.6 times,
a slight increase from the 2.4 times at the end of 2004.

At the end of the year, the Group’s inventories totaled HK$369 million, up
from the HK$331 million recorded in 2004. In 2005, inventory turnover on
sales was 31 days (2004: 30 days), within the Group’s target range of
28 to 32 days.

At December 31, 2005, total liabilities were HK$755 million, up
10.4 percent from the HK$684 million at the end of 2004. Shareholders’
equity was HK$2,122 million, a 8.6 percent increase over the
HK$1,954 million at the end of 2004. The Group’s gearing was 3.6 percent
(2004: 3.2 percent) based on shareholders’ equity.

Capital expenditure during the year was HK$120 million (2004:
HK$143 million), representing 24.5 percent (2004: 43.7 percent) of net
cash inflow from operating activities. Management foresees 2006 capital
expenditure to increase to about HK$150 million.

The Group had financing facilities totaling HK$389 million at the end of
the year (2004: HK$389 million), of which HK$76 million revolving loan
facilities had been drawn and were outstanding. As at December 31, 2005,
the Group had contingent liabilities of HK$9 million (2004: HK$9 million)
incurred in the normal course of business.

GIORDANO INTERNATIONAL LIMITED
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DIVISIONAL OPERATIONS HIGHLIGHTS
Garment Trading & Manufacturing Division

The Garment Trading & Manufacturing Division’s turnover, including inter-
segment sales, amounted to HK$1,043 million (2004: HK$824 million), a
26.6 percent increase over the previous year. The Division’s continued
activities in broadening its client base further reduced its reliance on the
rest of the Group, with inter-segment sales in 2005 amounting to
60.6 percent of the Division’s turnover (2004: 68.0 percent). The Division
also achieved further geographic diversification to reduce its reliance on
the Japanese market. In 2005, business with non-Japanese third parties
accounted for about 27 percent of turnover, more than double that of
Japan’s 12 percent share.

As a result, the Division’s operating profit increased by 13.7 percent to
HK$58 million (2004: HK$51 million) though operating margins declined
by 0.6 percentage point to 5.6 percent (2004: 6.2 percent) due to increased
price competition. Management believes that the best way to address
this challenge is to replace the OEM (Original Equipment Manufacturer)
model of the past and move up the value chain to adopt an ODM (Original
Design Manufacturer) model. By offering a one-stop solution covering
design, product development, global sourcing, production and supply
chain management, Management believes that it will help build long-term
partnerships with more external clients and enable us to re-build margins.

The following table shows a breakdown of our Garment Trading &
Manufacturing Division’s turnover:

2005 2004 2003 2002 2001

oooooooooo

Turnover (HK$ millions) 1,043 824 685 759 727

ooooooooo Percentage of turnover to:

ooo Group 61 68 76 72 70

000 Third Parties
00 Japan 12 17 17 23 25
0o Hong Kong 11 3 4 3 3
oooo Mainland China 2 1 - - -
00 South Korea - - - - 1
0o Others 14 il 3 2 1
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Retail & Distribution Division

Turnover from the Retail & Distribution Division totaled HK$4,002 million
(2004: HK$3,739 million), 7.0 percent higher than that of 2004. The Group
added 109 outlets world-wide in 2005.

During the year, comparable store sales declined by 0.5 percent while
comparable store gross profit increased by 0.9 percent year-on-year.

Turnover of Giordano core-line was 6.8 percent higher than that of the
previous year. Among our markets, Japan saw the best sales growth in
2005, followed by Australia and Indonesia. Meanwhile, gross margins
improved by 1.1 percentage points, with China seeing the best gross
margin improvement during the year. The Group added 87 Giordano core-
line outlets in 2005, bringing the total store count to 1,527 worldwide.

Turnover of Giordano Ladies increased 13.1 percent while gross margin
rose by 1.0 percentage point when compared to that of 2004. All markets
except Taiwan posted good sales and gross profit growth during the year.
In Taiwan’s case, high sales staff turnover affected sales in the first half
but due to swift action to address the issues the situation has stabilized
and sales are back on a growth track. The Group added three Giordano
Ladies stores in 2005 and has plans to add one store each in Shanghai,
Hong Kong and Singapore in 2006.

Bluestar Exchange’s turnover increased by 5.8 percent year-on-year and
gross margin widened by 1.9 percentage points. The Group opened its
first Bluestar Exchange in Australia and the store has performed to
expectations. Overall, we added 19 Bluestar Exchange outlets to bring
the total store count to 140 by the end of 2005.

GIORDANO INTERNATIONAL LIMITED
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The Group entered a region-wide product license agreement with The
Walt Disney Company (Asia Pacific) Limited (“Walt Disney”). Pursuant to
the agreement, Walt Disney granted Giordano the license to design,
manufacture and market adult and children’s T-shirts and sweatshirts
featuring Disney characters. The license includes the full range of Disney
characters and covers the entire Asia Pacific region. The products,
marketed under the label “Disney Collection by Giordano”, were launched
in Hong Kong in July 2005 and in our other Asia Pacific markets in the
following months.

RETAIL & DISTRIBUTION DIVISION - GEOGRAPHIC
HIGHLIGHTS

Retail & Distribution sales in the Group’s key markets posted strong year-
on-year turnover increases during the first half, with overall sales growth
of 12.3 percent year-on-year. However, this favorable showing was
overshadowed in the second half of 2005 by the adverse impact on sales
caused by unusually warm weather in Greater China during the fourth
quarter, the region’s peak selling period. Second half growth slowed to
2.5 percent year-on-year and full year growth came in at 7.0 percent.

oooo Mainland China
2005 2004 2003 2002 2001
ooooooooon Sales (HK$ millions)* 987 952 815 856 808
ooooooooooo Sales per sq. ft. (HK$)™ 2,400 2,400 3,000 4,000 4,700

ooooooooo Comparable store sales
oonooo™ increase/(decrease) ™ 6% %  (13%) - -
oooooooooe Retail floor area (sq. ft.)”** 585,600 557,800 484,300 434,800 382,600
goog Number of outlets **** 706 671 581 532 461

* oooooooooooooo

o goopoooooooooooooo

o gooooooooooooooooooo
ooooooo

e goooooooooooooooooon
oo
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Including net sales to authorized dealers

On weighted average basis for directly managed outlets
***  For directly managed outlets which were operated for the full 12 months in
each of the two fiscal years under comparison

*kkk

Total directly managed and authorized dealer outlets as at December 31
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Turnover in China grew by 10.6 percent year-on-year in the first half, but
the trend reversed itself in the second half when turnover declined by
1.7 percent year-on-year due to the late arrival of cold weather
which adversely affected sales and caused us to take earlier markdowns
in December. As a result, turnover for the full year grew by 3.7 percent to
HK$987 million (2004: HK$952 million).

During the year, there was a net increase of 35 outlets, of which 29 were
Giordano core-line, two were Giordano Ladies, three Bluestar Exchange
and one Giordano Junior. Retail sales per square foot held steady at
HK$2,400 and comparable store sales increased by 6.0 percent.
Management remains committed to achieving sustainable and profitable
growth and in this respect will focus on long-term profit potential when
committing to new locations and renewing old leases. Plans are to add
about 30 Giordano core-line and 10 Bluestar Exchange outlets in 2006.

ud Hong Kong

2005 2004 2003 2002 2001
oooooooooo Sales (HK$ millions) 867 810 697 776 760
0ooooobooor Sales per sq. ft. (HK$)* 7,400 7,100 6,200 6,800 6,400

ooooooooo Comparable store sales
oopooo* increase/(decrease)* 4% 11% (15%) 3% (8%)
gooooooooo™ Retail floor area (sq. ft.)* 119,500 113,700 112,100 116,400 114,200
pooog»™ Number of outlets™* 101 92 75 73 72

* ooooooooo

o oooooooooooooooooooo
ooo

e gooooooo
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On weighted average basis
For outlets which were operated for the full 12 months in each of the two
fiscal years under comparison

As at December 31
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Consumer confidence in Hong Kong continued to improve in line with
gains in the stock and property markets. As a result, we saw steady year-
on-year growth through most of 2005 until the unfavorable weather in the
fourth quarter slowed down the pace. Disneyland Hong Kong also delivered
a much smaller boost to tourist arrivals than originally anticipated.
Nevertheless, in 2005 turnover grew 7.0 percent to HK$867 million
(2004: HK$810 million), with Giordano Ladies achieving the best growth.
Full year per-square-foot sales and comparable store sales both increased
by about 4.0 percent.

We added nine outlets during the year, of which two were Giordano core-
line and seven were Bluestar Exchange, bringing the total number of
outlets to 101 at the end of 2005. We saw a rapid escalation of rentals in
the run-up to Disneyland Hong Kong’s opening but fortunately the effect
on the group has been mitigated by the fact that our two flagship stores
are secured by long-term leases.

oo Taiwan
2005 2004 2003 2002 2001
oooooooooo Sales (HK$ millions) 732 707 604 677 746
oooooooooorr Sales per sq. ft. (HK$)* 3,000 2900 2,600 2,900 3,600
ooooooooo Comparable store sales
oooooo* (decrease)/increase™ (6%) 1% (13%)  (15%)  (14%)

ooooooooo™

Retail floor area (sq. ft.)” 243,900 245,800 241,500 232,900 232,400

pooog»™

Number of outlets *** 237 236 195 182 181

’ ooooooooo

o gooooooooooooOooooooo
ooo

repgooooooo
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On weighted average basis
For outlets which were operated for the full 12 months in each of the two
fiscal years under comparison

As at December 31
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Despite a strong start, with sales growth of 14.6 percent year-on-year in
the first half, sharply weakening consumer confidence in Taiwan resulted
in second half sales declining by 6.8 percent year-on-year, so that turnover
for the year grew by 3.5 percent only to HK$732 million (2004:
HK$707 million). Sales per square foot managed a marginal increase
while comparable store sales declined by 6.0 percent. Despite the
challenging trading environment, we continued to focus on prudently
managing our discount and markdowns so that gross margins actually
widened by 2.0 percentage points during the year. We closed two Giordano
and added three Bluestar Exchange outlets during the year.

goo Singapore
2005 2004 2003 2002 2001
pooooooooo Sales (HK$ millions) 403 391 348 372 330
oooooooooorr Sales per sq. ft. (HK$)" 8,300 8700 7,700 9,000 9,700
ooooooooo Comparable store sales
oooooo* (decrease)/increase™ (1%) 13%  (14%) (7%)  (13%)

ooooooooo™

Retail floor area (sq. ft.) 50,500 48,600 43,600 46,000 37,800

oooo™

Number of outlets *** 48 47 43 49 44

* ooooooooo

o gooooooooooooOooooooo
ooo

e gooooooo

gooooooooobooooooboobooo
gooooooooobooOooOOoooooooo
goooooO0oOoOoOoOooooooobooon
gooooo0oOooooboooooooobooo
ooooooooobooOooooao
GiordanoO O OO Q000
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On weighted average basis
For outlets which were operated for the full 12 months in each of the two
fiscal years under comparison

As at December 31

Turnover increased 3.1 percent to HK$403 million (2004: HK$391 million).
Comparable store sales and per-square-foot sales declined by 1.2 percent
and 4.6 percent respectively. Gross margin remained essentially
unchanged. We added one Giordano core-line outlet in 2005.

GIORDANO INTERNATIONAL LIMITED
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Other Markets

During the year, the Group’s other markets all achieved strong year-on-
year sales. Taken together, this group accounted for 16.0 percent of the
Group’s total 2005 retail and distribution turnover, compared to
15.2 percent in 2004.

00 0000 oo oo oo oo
poooooooooo (In HK$ millions) Australia Malaysia Indonesia Thailand ~ Japan  Total
ooooo 2005 222 126 139 91 63 641
goooo 2004 188 126 119 84 53 570
oooooo Year-on-year increase 18% - 17% 8% 19% 12%

oo Australia

gooooooooobooooooboobooo
gooooouooooooooouoooo
ooodoooOoooboooooooooao
gooooooooooboooooooooo
goooO0ooOooooOoOooooooooo
gooooo0oO0oOoOoOoOoooooooooon
gooooooooobooooooboobooo
0000000 DO000ad Giordanod O
gooooooooooooooooao
Bluestar ExchangeO 0 OO0 Q0 O0O0O0O0OO0O
goooooooooOoooooooooo
Ooooooooao
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Australia continued to deliver good growth after a strong 2004. In 2005,
sales advanced 18.1 percent to HK$222 million (2004: HK$188 million). If
foreign exchange gains were excluded, sales would still have grown by
14.6 percent over the previous year. Nine Giordano core-line stores were
added in 2005 as we continued with our expansion out of New South
Wales and Victoria into the rest of the eastern seaboard. We opened our
first Bluestar Exchange store in 2005 and thus far it has performed to our
expectations. Together, the total store count has increased to 52 at the
end of 2005.

Malaysia, Thailand and Indonesia

Growth in all three markets were negatively impacted by interest rate
increases and fuel price hikes which took their toll on consumer confidence.
As a result, Malaysia ended the year with flat turnover growth while
Indonesia and Thailand saw turnover increasing by 16.8 percent and
8.3 percent respectively, mainly due to new store openings. We added
four stores in Malaysia, eleven in Thailand and seventeen in Indonesia so
that at the end of 2005 the total store counts in these three markets
stand at 53, 57 and 62 respectively.

ANNUAL REPORT 2005 O O



oo

oooboobobooooobooboooboon
oooooooooobobobobooboo
cooooooooobobobobbboo
ocoooobooOobooobooobooon
oooob0oboooboooooboonoan
oooo0oooO0oooooooboo0noan
oooboobobooooobooboooboon
obooboooboobooboooooboobon
oooo

gooo

oo

oooboobobooooobobouooboon
ooooo0oboooboooobooobononn
ooooooooboboobooobooon
ooboobooobooooboobooboooo
oooobooobooobooboobonn
oooooooooboobobboboboboo
ocoooobooobooobooobooon
obooboooboobooboooooboobon
oooooobooooooooobooobon
oooboobobooooobobouooboon
obooboooboobooboooooboobon
oooooobooooooooobooobon
oooboobobooooobobouooboon
oboobooooboobooobooooobo
ooo0oobooooooooobooooonoao
ocoobooboobuoobooboon
oooobooboooo

oo

oooboobobooooobooboooboon
voooooobooooooooooboobDo
oboooooboooooobooooobon
oooboobobooooobooboooboon
vboooooboobooboobooboobon

ooooooboobo0oobooooboO0oobooon
ooobooboooooobooboooboon
voooboobbooboobooobooobobobon
cooooooooobobobobobboo
coooooooboboobobobobobobobboo
ooooobooooboobbbooooboo
oooooooooobooooooobon
oooooo

ANNUAL REPORT 2005 O 0O

P H#H B N &
MANAGEMENT’S DISCUSSION AND ANALYSIS

Japan

Sales grew 18.9 percent year-on-year, or 21.7 percent when negative
foreign exchange impact was excluded. During the year, we completed
our exit from the Tokyo region thereby resulting in a net reduction of three
outlets, taking total store count to 21 as at December 31, 2005. Sales
per square foot rose by 9.1 percent. Japan further narrowed its loss in
2005 and Management aims to achieve breakeven in 2006.

Joint Ventures
South Korea

Turnover of our South Korean jointly controlled company increased by
11.2 percent year-on-year to HK$995 million (2004: HK$895 million) due
to the appreciation of the South Korean Won. In local currency terms,
sales declined by 0.9 percent year-on-year, due in part to the fact that
there has been a net reduction of four locations in 2005 which brought
the total store count down to 168. This represents a significant
improvement over the 13.4 percent and 27.4 percent local currency
turnover declines that we suffered in 2004 and 2003 respectively. Gross
margin continued to improve owing to lower sourcing costs and continued
discipline on pricing and discounts. After tax profit in 2005 was lower at
HK$38 million compared to the HK$46 million recorded in 2004, due
mainly to the fact that there was a favorable one-off tax adjustment that
year. At December 31, 2005, the Group held 49.5 percent in its South
Korean jointly controlled company.

Middle East

Buoyed by rising oil prices, consumer confidence continued to improve
and we capitalized on the trend by adding 18 new locations in the
region, bringing the total store count in the region to 107 as at
December 31, 2005. As a result, turnover of our associate company in
the Middle East grew by 15.3 percent to HK$332 million (2004:
HK$288 million), and after tax profit grew by 12.2 percent to HK$55 million
(2004: HK$49 million). However, competition has heated up significantly
as more brands are attracted to the region. We plan to add about 12
outlets in the region in 2006. At December 31, 2005, we held 20.0 percent
in our Middle East associate.

GIORDANO INTERNATIONAL LIMITED
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HUMAN RESOURCES

On December 31, 2005, the Group had approximately 11,000 employees.
The Group offers incentive bonus schemes to certain senior managers as
a means to reward and retain a high caliber management team.
Competitive remuneration packages and goal-oriented bonuses are also
paid to different levels of staff.

OUTLOOK

The general economic outlook for 2006 is clouded by continuing concerns
about high oil prices, rising interest rates and the possible outbreak of
avian flu. At the same time, competition continues to intensify in markets
everywhere. Erratic weather has further compounded these factors so
that performance to date did not meet Management’s expectations, with
the Group posting a high single digit year-on-year turnover decline for the
first two months of 2006. Performance has improved in March and
inventory levels remain healthy.

In 2006, we will focus our attention on addressing the merchandizing and
customer care issues that we have identified following a thorough review
of our 2005 performance. On the merchandizing side, we have embarked
on a bottom-up review of our network of outlets to gain a more detailed
understanding of each one’s customer profile. This would allow us to
better target our merchandize offering to meet local customer needs,
thus driving better comparable store growth. We will also push ahead
with the global launch of the “World Without Strangers” customer
relationship management (CRM) program. The system, developed over
the last two years, is seamlessly integrated into our global IT system and
will allow us to leverage on our existing local privilege card programs to
build a strong global CRM program. We expect these two initiatives to
help us cement brand loyalty and enhance sales growth.

We also plan to add approximately 70 stores to our global network in
2006. These will include additions in our existing markets as well as new
markets like India that we are launching this year. Overall, despite a
challenging first quarter, we remain cautiously optimistic about 2006
prospects and target to achieve steady growth for the Group.
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Mainland China

Mainland China will continue to be an important source of growth
for the Group. One of the main initiatives this year is to recapture
wholesale sales momentum. To this end, we have revamped our
merchandizing processes and systems to better position our product
offerings to match local customer needs. We expect this initiative to
help not only with improving wholesale sales but also in raising
productivity of our own retail outlets. Growth will be augmented by a
balanced and managed store roll-out program that targets sustained
profitability in an expanding but increasingly complex and competitive
market. We plan to add 40 outlets in China in 2006.

Hong Kong

Although consumer confidence continues to be buoyed by gains in
the property and stock markets, the optimistic outlook is clouded by
concerns about rising interest rates and avian flu. Management
believes that rentals have peaked in Hong Kong and should begin to
abate in the second half. However, seeing that Hong Kong is one of
the Group’s most mature and saturated markets, Management is
not planning significant additions to its network. Instead, Management
plans to take advantage of this opportunity to adjust its portfolio of
stores and to enhance sales and profits growth through more targeted
merchandizing.

Taiwan

With negative household income growth and a gathering consumer
credit crunch, Taiwanese consumer confidence experienced new lows
in 2005. Furthermore, the increased strain in cross-straits ties makes
Taiwan’s outlook for 2006 the most challenging among all our
markets. Our focus will be on improved merchandizing to drive
comparable store sales growth as well as tighter inventory and cost
controls.

GIORDANO INTERNATIONAL LIMITED
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Singapore

Like Hong Kong, Singapore is another highly saturated and mature
market for Giordano so the focus for Management is to drive
comparable store sales growth through better execution in areas
such as merchandizing, cost and inventory controls, in-store visual
display and staff development. Following on the success of our first
Giordano Ladies store, we will be opening a second store in Raffles
City in the second half of 2006.

South Korea

Prospects for a recovery in the South Korean apparel retail sector
are still uncertain and the sector remains highly competitive, especially
in the youth market which has traditionally been our strength. In
2006, Management will focus on leveraging the gains we have made
in improved product development, sourcing, inventory management
and pricing discipline to drive sustained sales growth and margin
improvement. The growth is expected to come partly from
comparable store sales improvements, and partly from new store
openings. To that end, we plan to add ten locations in South Korea
in 2006.

Japan

Management will stay the course in Japan and continue building on
the base we have established in Kansai, with a view to achieving
breakeven in Japan this year.

New Markets

We will open our first Giordano store in India in Chennai in the
second quarter of 2006. More store sites have been identified and
we expect to open two or three stores in 2006 and a similar number
in 2007.

ANNUAL REPORT 2005 O O
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The board of directors (“Board”) is committed to upholding a high standard
of corporate governance practices and business ethics in the firm belief
that they are essential for maintaining and promoting investors’ confidence
and maximizing shareholders’ returns. The Board reviews its corporate
governance practices from time to time in order to meet the rising
expectations of stakeholders and comply with increasingly stringent
regulatory requirements, and to fulfill its commitment to excellence in
corporate governance.

The Code on Corporate Governance Practices (“CG Code”) issued by
The Stock Exchange of Hong Kong Limited (“Stock Exchange”) came into
effect on January 1, 2005. The CG Code sets out two levels of corporate
governance practices namely, mandatory code provisions that a listed
company must comply with or explain its non-compliance, and
recommended best practices that listed companies are encouraged to
comply with but need not disclose in the case of non-compliance. The
Company is in compliance with the mandatory code provisions of the CG
Code except for certain areas of non-compliance that are discussed later
in this report.

BOARD

The Board is charged with providing effective and responsible leadership
for the Company. The directors, individually and collectively, must act in
good faith in the best interests of the Company and its shareholders.

The Board comprises four Independent Non-executive Directors and three
Executive Directors and is advised by an Independent Board Advisor. The
Board has appointed Board Committees to oversee different areas of the
Company’s affairs. The composition of the Board and the Board
Committees are given below and their respective responsibilities are
discussed in this report.

GIORDANO INTERNATIONAL LIMITED
0O 0oooaooaoao



Y xS
CORPORATE GOVERNANCE REPORT

goooo goooo
Audit Compensation
ooo Board of Directors Committee Committee
oo0ooooo Independent Non-executive Directors
ooooo Mr. AU Man Chu, Milton
ooooao Mr. Barry John BUTTIFANT
ooooao Mr. KWONG Ki Chi
ooooao Dr. LEE Peng Fei, Allen
oooo Executive Directors
ooooo Mr. LAU Kwok Kuen, Peter
ooooooooo (Chairman and Chief Executive)
ooooo Mr. FUNG Wing Cheong, Charles
ooooo Mr. MAH Chuck On, Bernard
oo0ooooo Independent Board Advisor
0oo0oo Professor LEUNG Kwok
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The Board sets the Group’s overall objectives and strategies, monitors
and evaluates its operating and financial performance and reviews the
corporate governance standard of the Company. It also decides on matters
such as annual and interim results, major transactions, director
appointments or re-appointments, and dividend and accounting policies.
The Board has delegated the authority and responsibility for implementing
its business strategies and managing the daily operations of the Group’s
businesses to a Management Committee. The Management Committee
comprises the three Executive Directors and is fully accountable to the
Board. The Company maintains appropriate directors’ and officers’ liabilities
insurance.

Regular Board meetings are scheduled in advance to facilitate fullest
possible attendance. The Company Secretary assists the Chairman in
setting the agenda of Board meetings and each Director is invited to
present any businesses that he wishes to discuss or propose at such
meetings. Board papers are circulated to all Directors not less than three
days before the Board meetings to ensure timely access to relevant
information. Directors may choose to take independent professional advice
if necessary. Draft and final versions of minutes are circulated to all
Directors for comments. The Company held five full Board meetings in
2005. Attendance of the full Board meetings are as follows:
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gooooo
oooo Attendance No. of meetings attended
opoooo- Mr. AU Man Chu, Milton* 3/5
ooooorx Mr. Barry John BUTTIFANT* 5/5
ooooo- Mr. KWONG Ki Chi* 4/5
ooooo- Dr. LEE Peng Fei, Allen* 5/5
ooooooooo Mr. LAU Kwok Kuen, Peter (Chairman) 5/5
ooooo Mr. FUNG Wing Cheong, Charles 5/5
oooono Mr. MAH Chuck On, Bernard 5/5
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* Independent Non-executive Directors

In 2005, the Chairman also met with Independent Directors without the
presence of the Executive Directors.

The Board members have no financial, business, family or other material/
relevant relationships with each other save that Mr. Buttifant, Mr. Kwong
and Mr. Lau have common directorship in other listed companies in Hong
Kong. Mr. Buttifant and Mr. Kwong serve on the boards of Hsin Chong
Construction Group Ltd. (“Hsin Chong”) and Synergis Holdings Limited as
alternate director and non-executive director respectively; and Mr. Lau
serves as an independent non-executive director of Hsin Chong. In the
Board’s opinion, these relationships do not affect the Directors’
independent judgment and integrity in executing their roles and
responsibilities. All Independent Directors bring a variety of experience
and expertise to the Company.

Each of the Independent Non-executive Directors has confirmed in writing
his independence from the Company in accordance with the guidelines
on director independence of the Rules Governing the Listing of Securities
on the Stock Exchange (“Listing Rules”). On this basis, the Company
considers all such directors to be independent.

Biographical details of the Directors of the Company as at the date of this
report are set out on pages 7 to 10 of this annual report.

Given the composition of the Board and the skills, knowledge and expertise
that each Director brings to bear in its deliberations, the Board believes
that it is appropriately structured to provide sufficient checks and balances
to protect the interests of the Group and the shareholders. The Board will
review its composition regularly to ensure that it has the appropriate
balance of expertise, skills and experience to continue to effectively oversee
the business of the Company.

GIORDANO INTERNATIONAL LIMITED
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APPOINTMENT AND RE-ELECTION OF DIRECTORS

Since the full Board is involved in the appointment of new Directors, the
Company has not established a Nomination Committee. The Board will
take into consideration criteria such as expertise, experience, integrity
and commitment when considering new director appointments.

In accordance with the Bye-Laws of the Company (“Bye-Laws”), all
Directors (except the Chairman and/or Managing Director) are subject to
retirement by rotation and re-election at annual general meetings of the
Company. New Directors appointed by the Board during the year are
required to retire and submit themselves for re-election at the first annual
general meeting immediately following their appointments. Further, at each
annual general meeting, one-third of the Directors (excluding the Chairman
and/or Managing Director), or, if their number is not a multiple of three,
then the number nearest to but not exceeding one-third are required to
retire from office. Currently, all Independent Non-executive Directors are
appointed for a specific term of one year. Out of the seven directors, six
of them (except the Chairman) are subject to retirement by rotation, and
barring unforeseen resignation or retirement during a year, each such
Director is effectively appointed for an average term of about three years.

The existing Bye-Laws governing the retirement of Directors deviate from
the CG Code provisions in the following aspects: (i) unlike the other
Directors, the Chairman and/or Managing Director is not subject to
retirement by rotation; (i) new Directors appointed to fill casual vacancies
are subject to election by shareholders at the first annual general meeting
instead of the first general meeting after their appointments; and (iii) the
Directors who are subject to retirement by rotation are not explicitly subject
to retirement at least once every three years.

Presently, the roles of the Chairman and Chief Executive are vested in the
same person and the reason for this is addressed in the next section.
Accordingly, both the Chairman and the Managing Director will be exempt
from any retirement provisions of the Bye-Laws. To address items (ii) and
(iii) in the preceding paragraph, the Board shall propose to the Shareholders
at the coming annual general meeting to be convened and held in May,
2006 to pass a special resolution amending the Bye-Laws to bring them
in compliance with the CG Code.
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CHAIRMAN AND CHIEF EXECUTIVE

The code provision stipulates that the roles of chairman and chief executive
should be separate and should not be performed by the same person.
The Company does not have a separate Chairman and Chief Executive
and Mr. Lau Kwok Kuen, Peter currently holds both positions. The Board
believes that vesting the roles of both Chairman and Chief Executive in
the same person provides the Group with strong and consistent leadership,
allows for more effective planning and execution of long-term business
strategies and enhances the efficiency of decision-making process in
response to the changing environment. The Board also believes that the
Company already has a strong corporate governance structure appropriate
for its circumstances in place to ensure effective oversight of management.
The main elements of this structure include:

o Having Independent Non-executive Directors comprising a majority
of the Board;

o Having the Audit Committee composed exclusively of Independent
Non-executive Directors;

o Having Independent Non-executive Directors and the independent
Board Advisor comprising a majority of the Compensation Committee;

o Ensuring that Independent Non-executive Directors have free and
direct access to both the Company’s external and internal auditors
and independent professional advice where necessary;

o Having a “whistle-blowing” mechanism in place to allow the Group’s
staff members to anonymously and confidentially report any
suspected acts of fraud or gross misconduct by senior management,
including that of the Chairman and Chief Executive, to the Head of
Internal Audit; and

° Under the “whistle-blowing” mechanism, the Head of Internal Audit
will investigate any reports of suspected acts of fraud or gross
misconduct with the strictest confidence and refer the reports to the
Company’s Independent Non-executive Directors for further action
should sufficient grounds exist for such referral.

GIORDANO INTERNATIONAL LIMITED
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The Board believes that these measures will enable our Independent Non-
executive Directors to continue rigorously supervising the Group’s
Management and to provide effective control of key issues relating to
strategy, risk and integrity. The Board continually reviews the effectiveness
of the Group’s corporate governance structure to assess whether any
changes are necessary.

AUDIT COMMITTEE

The Audit Committee comprises all of the four Independent Non-executive
Directors and is chaired by Mr. Buttifant, a qualified accountant with
extensive experience in financial reporting and controls. It is responsible
for appointment of external auditors, review of the Group’s financial
information and oversight of the Group’s financial reporting system and
internal control procedures. It is also responsible for reviewing the interim
and final results of the Group prior to recommending them to the Board
for approval. It meets regularly to review financial reporting and internal
control matters and to this end has unrestricted access to both the
Company’s external and internal auditors. Its terms of reference are
available on request and also accessible on the Company’s website.

In 2005, the Audit Committee held two meetings with full attendance. At
the meetings, it reviewed the final results for the year ended December
31, 2004 and the interim accounts for the six months ended June 30,
2005 respectively with the external auditors; and also the activities of the
Group’s internal audit function and the internal audit report on business
operations, its findings and recommendations.

It also reviewed the Company’s progress in implementing the corporate
governance requirements as set out in the CG Code.

ANNUAL REPORT 2005 O O
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COMPENSATION COMMITTEE

The Compensation Committee, composed of two Independent Non-
executive Directors, the Independent Board Advisor and the Chairman, is
responsible for reviewing and determining the compensation and benefits
of the directors and senior management. The committee members elect
one of them to take the chair at the commencement of each meeting. Its
terms of reference are available on request and also accessible on the
Company’s website.

In 2005, the Committee held two meetings to review the Chairman’s
service contract and to confirm the Chairman’s performance bonus. All
the members of the Compensation Committee attended the meetings
except the Chairman who absented himself to avoid any conflict of
interests.

MANAGEMENT COMMITTEE

The Board has delegated the authority and responsibility for implementing
its business strategies and managing the daily operations of the Group’s
businesses to a Management Committee. The Management Committee
comprises the three Executive Directors and is fully accountable to the
Board.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The Directors are responsible for overseeing the preparation of accounts
for each financial period with a view to ensuring such accounts give a
true and fair view of the state of affairs of the Group and of the results
and cash flow for that period. The Company’s accounts are prepared in
accordance with all relevant statutory requirements and applicable
accounting standards. The Directors are responsible for ensuring that
appropriate accounting policies are selected and applied consistently;
and that judgments and estimates made are prudent and reasonable.

GIORDANO INTERNATIONAL LIMITED
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INTERNAL CONTROL

The Board has overall responsibilities for maintaining a sound and effective
internal control system of the Group. The Group’s system of internal
control includes a defined management structure with limits of authority,
and is designed to help the Group achieve its business objectives,
safeguard its assets against unauthorized use or disposition, ensure the
maintenance of proper accounting records for the provision of reliable
financial information for internal use or for publication, and ensure
compliance with relevant laws and regulations. The system is designed to
provide reasonable, but not absolute, assurance against material
misstatement or loss, and to manage rather than eliminate risks of failure
in the Group’s operational systems and in the achievement of the Group’s
business objectives.

The Internal Audit Department plays a major role in monitoring the internal
control of the Group and reports directly to the Chairman. It has
unrestricted access to review all aspects of the Group’s activities and
internal controls. It also conducts special audits of areas of concern
identified by Management or the Audit Committee. The Audit Committee
has free and direct access to the Head of the Internal Audit Department
without reference to the Chairman or Management.

AUDITORS’ REMUNERATION

Total auditors’ remuneration in relation to statutory audit work of the
Group amounted to HK$3 million (2004: HK$3 million), of which a
sum of HK$2 million was paid to the Group’s principal auditor,
PricewaterhouseCoopers.

The
PricewaterhouseCoopers, and its affiliated firms, for services rendered is

remuneration paid to the Group’s principal auditor,

broken down below:

goooooooooo (In HK$ millions) 2005 2004
oooo Statutory audit 2 2
ooooao Non-audit services - 1
0o Total 2 3

GIORDANO INTERNATIONAL LIMITED
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted a code of conduct governing securities
transactions by directors on terms no less exacting than that required by
the Listing Rules. Following a specific enquiry, each of the Directors
confirmed that he complied with the code of conduct for transactions in
the Company’s securities throughout the year.

The Company has also adopted a code of conduct governing securities
transactions by employees who may possess or have access to price
sensitive information.

SOCIAL RESPONSIBILITY

The Group is committed to being a successful and responsible corporate
citizen. As such, we are committed not only to delivering quality products
and service to our customers and strong and sustained financial
performance to our shareholders. We are also committed to creating a
positive impact in the communities where we conduct business. We aim
to achieve this by, amongst others, supporting charitable organizations
and causes; by ensuring that the workers producing our products are
treated with fairness and respect; and at all times achieving our goals
through environmentally friendly means.

INVESTOR AND SHAREHOLDER RELATIONS

The Group’s senior management maintains close communications with
investors, analysts, fund managers and the media by various channels
including roadshows, individual interviews and meetings. The Group also
responds to requests for information and queries from the investors.

The Board also welcomes the views of shareholders on matters affecting
the Group and encourages them to attend shareholders’ meetings to
communicate any concerns they might have with the Board or Management
directly.

GIORDANO INTERNATIONAL LIMITED
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The directors have pleasure in submitting their report together with the
audited financial statements of the Company and of the Group for the
year ended December 31, 2005.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal business
of the Group is the retail 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 garment trading and 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,
2005 is set out in note 5 to the financial statements.

RESULTS

The results of the Group for the year ended December 31, 2005 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 49 to 113.

DIVIDENDS
An interim dividend of 4.5 HK cents per share and a special interim
dividend of 2.0 HK cents per share were paid on September 15, 2005.

The directors recommend to shareholders the payment of a final dividend
of 5.0 HK cents per share and a special final dividend of 15.0 HK cents
per share for the year ended December 31, 2005 to those shareholders
whose names appear on the register of members of the Company on
May 9, 2006.

RESERVES
Movements in reserves during the year are set out in the Statements of
Changes in Equity on pages 54 to 56.

DISTRIBUTABLE RESERVES

As at December 31, 2005, the retained profits of the Company together
with the contributed surplus available for distribution amounted to
HK$1,316 million (2004: HK$1,369 million).

ANNUAL REPORT 2005 O O



g o oad
obooooooobooboooboooboobon
ooooooobooooooobDbDoo

o oogao
oooooobooooooooobooobon
oooboobobooooobobouooboon
ooooobobooooonoano

g o oogobad
obooooooobooboooboooboobon
ooooobooobooooooobD

ooooooaon
oooooobooooooooobooobon
oooboobobooooobobouooboon
oooon

g o0oogboaogao
obooooooobooboooboooboobon
oooooooooono

g o oogbad
pooooooo0obooboobooooooo
ooooboobooooonoao

g o
obooooooobooboooboooboobon
oooooon

o oooaond
oooooobooooooooobooobon
oooboobobooooobobouooboon
oo

gooooodaon

obooooooobooboooboooboobon
ooooobooooooooobao

ANNUAL REPORT 2005 O 0O

vt o
DIRECTORS’ REPORT

CHARITABLE DONATIONS
Donations made for charitable purposes by the Group during the year
amounted to HK$1.5 million (2004: HK$1.5 million).

FIXED ASSETS

During the year, the Group acquired fixed assets of approximately HK$120
million. Movements in fixed assets during the year are set out in notes 14,
15 and 19 to the financial statements.

PRINCIPAL SUBSIDIARIES
Particulars of the Company’s principal subsidiaries as at December 31,
2005 are set out in note 32 to the financial statements.

BANK LOANS AND OVERDRAFTS

As at December 31, 2005, the Group’s bank loans and overdrafts of
approximately HK$76 million were repayable on demand or within one
year.

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 22 to the financial statements.

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 114
to 119.

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.

GIORDANO INTERNATIONAL LIMITED
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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 of the Company during the year and up to the date of this
report are:

Mr. LAU Kwok Kuen, Peter

Mr. AU Man Chu, Milton*

Mr. Barry John BUTTIFANT*

Mr. FUNG Wing Cheong, Charles
Mr. KWONG Ki Chi, GBS, JP*

Dr. LEE Peng Fei, Allen, JpP*

Mr. MAH Chuck On, Bernard

*

Independent non-executive directors

In accordance with Bye-Law 98 of the Company’s Bye-Laws,
Mr. Mah Chuck On, Bernard and Dr. Lee Peng Fei, Allen will retire
by rotation at the forthcoming annual general meeting and, being eligible,
offer themselves for re-election.

Biographical details of the directors of the Company as at the date of this
report are set out on pages 7 to 10 of this annual report. Further
information of the retiring directors proposed to be re-elected are set out
on pages 134 to 136 of this annual report.

DIRECTORS’ SERVICE CONTRACT

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.

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.
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DIRECTORS’ INTERESTS IN SECURITIES

As at December 31, 2005, the interests or short positions of the directors
and chief executive of the Company in the shares, underlying shares and
debentures of the Company and its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (“SFO”)), as
recorded in the register required to be kept under section 352 of the
SFO; or as notified to the Company and The Stock Exchange of Hong
Kong Limited (“Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies (“Model Code”), were as

follows:
oooooao

oag oooooao 0oon0o

oooo oooo ooooao

oooo Beneficial Approximate

Beneficial interest in unlisted aggregate

oooo oooo interest in shares underlying shares percentage

Name of director Nature of interest (Note) (Note) of interests
oo0 oo

LAU Kwok Kuen, Peter Personal 22,708,000 - 1.52%
000 00

FUNG Wing Cheong, Charles Personal 1,122,000 5,000,000 0.41%
000 o0

MAH Chuck On, Bernard Personal 1,619,086 5,000,000 0.44%

ooo Note:

ooooooooooooooooooooo
ocooooooooooooooooooon
ocooooooooooooooooooon
oooooooooooooo

oooboooboooooooooan
oooboooooboooobobooboobon
vtooooobooooOoO0oO0oOooOoObOOaO
OoXvoooooobooooooooooo
ooobooobooooooboooboooboon
vbooooobooobboobboboooon
obooooobooboobooooooobon
oooo0obooooooooobooon
vbooooobooboobooobobooboobonn
obooooobooboobooooooobon
ooobooobooooooboooboooboon
oooobooooo
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Interests in the shares and underlying shares of equity derivatives were long
position. Underlying unlisted shares are share options granted to the directors
pursuant to the share option scheme(s) of the Company and details of which
are set out on page 117.

Save as disclosed above, as at December 31, 2005, none of the directors
and chief executive of the Company had or was deemed to have any
interests or short position in the shares, underlying shares or debentures
of the Company or its associated corporations (within the meaning of
Part XV of the SFO), as recorded in the register required to be kept under
section 352 of the SFO; or as notified to the Company and the Stock
Exchange pursuant to the Model Code. Furthermore, save as disclosed
above, at no time during the year ended December 31, 2005 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.

GIORDANO INTERNATIONAL LIMITED
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SUBSTANTIAL SHAREHOLDERS

As at December 31, 2005, the following persons, other than directors
and chief executive of the Company, having interests or short positions of
5 percent or more in the Company’s shares or underlying shares were
recorded in the register kept by the Company pursuant to section 336 of
the SFO:

goooad
gooooao
Aggregate long oOoobooooo
oo oo position in shares Approximate aggregate
Name Note and underlying shares percentage of interests
JPMorgan Chase & Co. 1 252,969,582 16.98%
Aberdeen Asset Management Plc and
its associates 225,401,000 15.13%
Harris Associates L.P. 150,277,800 10.09%
Matthews International Capital
Management, LLC 4 134,937,000 9.06%

oo:

1. JPMorgan Chase & Co. 00 DOODOO
gooooooboooooooooo
ddoodOoOoOoOoUooooooo
000000oO0obD0oDOooOOoDOobDOoOoao
oooooooooooooooao
oooooOoOobOOooboOOoobDOooo
ooooao

Y Y R S A

0 JPMorgan Chase & Co. 00 00O
goo0oOooooobobOOoOoooooo

O

Notes:

1. The capacities of JPMorgan Chase & Co. in holding the 252,969,582
shares were, as to 72,000 shares as Beneficial Owner, as to 122,565,693
shares as Investment Manager and as to 130,331,889 shares in the
Lending Pool as Custodian Corporation.

Details of the breakdown of the 252,969,582 shares interested by
JPMorgan Chase & Co. were as follows:

gooooo

oooooo oooooooao
oo oo Aggregate long Approximate aggregate
Name Note position in shares percentage of interests
JPMorgan Chase Bank, N.A. i 131,289,889 8.81%
JPMorgan Asset Management Holdings Inc. i 121,679,693 8.17%

GIORDANO INTERNATIONAL LIMITED
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JPMorgan Chase Bank, N.A.O
JPMorgan Chase & Co.0 OO0 O
pgoooooobooooooooo
pgooooooooooooooo

(@@ ODOOOOODODOOOOOO
oooooooobo

() 0DODODODODODOoOODOoOoOOaO
J.P. Morgan Whitefriars Inc.
gooooooooooooo
ooooodJd.P. Morgan
Whitefriars Inc.0 0 OO J.P.
Morgan Overseas Capital
Corporationd J.P. Morgan
International Finance
LimitedO Bank One
International Holdings
Corporationd J.P. Morgan
International Inc. O JPMorgan
Chase Bank, NA.OOOOO

JPMorgan Asset Management
Holdings Inc. O JPMorgan Chase
& CoD0DODDODDOODODO
oooO0oOooODO0ODDDoDOoOooooo
0o0oDO0O0oooooooag

(@@ O00D0DOO0O0OODOJPMorgan
Asset Management (Asia) Inc.
00o00o0oooOooooooa
00o00oO0ooOooooooa
0 0 (aa) O JPMorgan Asset
Management (Asia) Inc. O O
0 00O0O0JF International
Management Inc. 0 000 O
00D0o00O0oo0ooo; (bb)Oo
JPMorgan Asset Management
(Asia) Inc. D OO O0O0OGOJF
Asset Management Limited O
00o0o0ooooOoooooao
0000 (cc) O JF Asset
Management (Taiwan) Limited
000D0Do0DD0ODDoDOoDOooooao
00 JF Asset Management
(Taiwan) LimitedOd JF Funds
Limited DODOODOODOODO
0O00000JF Funds
Limited 00 00O JF Asset
Management Limited 0O
JPMorgan Asset Management
(Asia) Inc. D0 OO QOO
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JPMorgan Chase Bank, N.A. was wholly-owned by JPMorgan
Chase & Co.. The 131,289,889 shares held by JPMorgan Chase
Bank, N.A. included:

(@)

(b)

direct interests in 131,217,889 shares; and

deemed interests in 72,000 shares held by its indirect wholly-
owned subsidiary, J.P. Morgan Whitefriars Inc., which was a
subsidiary wholly-owned in turn by J.P. Morgan Overseas
Capital Corporation, J.P. Morgan International Finance Limited,
Bank One International Holdings Corporation, J.P. Morgan
International Inc. and JPMorgan Chase Bank, N.A.
respectively.

JPMorgan Asset Management Holdings Inc. was wholly-owned by
JPMorgan Chase & Co.. The 121,679,693 shares, which were
deemed to be held by JPMorgan Asset Management Holdings
Inc., included:

(@)

deemed interests in 120,046,000 shares held by JPMorgan
Asset Management (Asia) Inc., which was a wholly-owned
subsidiary of JPMorgan Asset Management Holdings Inc.. Of
the 120,046,000 shares, (aa) 1,706,000 shares were directly
held by JF International Management Inc., which was wholly-
owned by JPMorgan Asset Management (Asia) Inc.;
(bb) 108,780,000 shares were directly held by JF Asset
Management Limited, which was a wholly-owned subsidiary
of JPMorgan Asset Management (Asia) Inc.; and
(cc) 9,560,000 shares were directly held by JF Asset
Management (Taiwan) Limited, in which JF Funds Limited held
99.9 percent controlling interests. JF Funds Limited was a
subsidiary wholly-owned in turn by JF Asset Management
Limited and JPMorgan Asset Management (Asia) Inc.
respectively;

GIORDANO INTERNATIONAL LIMITED
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() DOODODOODOJ.P. Morgan
Investment Management Inc.
gooooooooooooo
oo

() O JPMorgan Asset
Management (Canada) Inc. O
goooooOooooooboo
00 0 JPMorgan Asset
Management Holdings Inc. O
oooo

Aberdeen Asset Management Plc O O
ooooo000o0oOoO0oO0oooDOoODoo
ooooooooo

0 Aberdeen Asset Management PlcO O
0000000DOO0ODO0Aberdeen O
00000 Aberdeen0 DOO0OOOOOO
ooooao

oooooao

Name of subsidiary

(b) deemed interests in 29,693 shares held by its wholly-
owned subsidiary, J.P. Morgan Investment Management
Inc.; and

(c) deemed interests in 1,604,000 shares held by JPMorgan
Asset Management (Canada) Inc., which was a wholly-
owned subsidiary of JPMorgan Asset Management
Holdings Inc..

Aberdeen Asset Management Plc and its associates held 225,401,000
shares in the capacity of Investment Manager.

Aberdeen Asset Management Plc and its various wholly-owned
subsidiaries (together “the Aberdeen Group”) on behalf of the accounts
managed by the Aberdeen Group held the shares as follows:

gooooao

Aggregate long position in shares

Aberdeen International Management Ireland Limited

Aberdeen Asset Management Asia Limited
Aberdeen Asset Managers Limited

Aberdeen International Fund Managers Limited

Aberdeen Unit Trust Managers Limited
Aberdeen Asset Management Inc
Aberdeen Asset Management Limited
Edinburgh Fund Management Limited
Aberdeen Fund Management Limited

(formerly known as “Deutsche Asset Management (Ireland) Limited”)

Harris Associates L.P. 0 OO0 O000O0O
000000o0oOooOooooDoooo
oo

Matthews International Capital
Management, LLC 000000000
gooooooooooouoooo

GIORDANO INTERNATIONAL LIMITED
0O00D0D0O0o0o0aoao

61,480,000
205,773,000
82,252,000
51,218,000
28,642,000
2,634,000
1,360,000
14,000,000

15,078,000
Harris Associates L.P. held 150,277,800 shares in the capacity of

Investment Manager.

Matthews International Capital Management, LLC held 134,937,000
shares in the capacity of Investment Manager.
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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.

CONNECTED TRANSACTION

During the year, the Group has conducted business with Placita Holdings
Limited (“Placita”) and its subsidiaries (collectively “Placita Group”). Placita
is a non wholly-owned subsidiary of the Company and owned as to
51 percent by the Company and 49 percent by Gloss Mind Holdings
Limited (“Gloss Mind”). Gloss Mind is wholly-owned by Mr. Cheung Kwok
Leung (“Mr. Cheung”), a director of certain non wholly-owned subsidiaries
of the Company including Placita. Placita is, as a result, deemed to be a
connected person of the Company under the Rules Governing the Listing
of Securities on the Stock Exchange (“Listing Rules”). The Placita Group
carries on the business of manufacturing and trading of clothing and
accessories and the purchases of merchandize (“Transactions”) by the
Group from Placita Group were classified as continuing connected
transactions.

The purchases of merchandize from the Placita Group during the financial
year 2005 totaled approximately HK$265 million.

At a special general meeting held on March 29, 2004, shareholders of the
Company independent of the Transactions approved the Transactions
together with the relevant waiver application to the Stock Exchange. On
March 30, 2004, the Stock Exchange granted the Company a waiver
from strict compliance with the disclosure and approval requirements
under Chapter 14 of the Listing Rules in force prior to March 31, 2004 for
a period of three financial years ending December 31, 2006 subject to
certain conditions.

GIORDANO INTERNATIONAL LIMITED
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In accordance with these conditions, the independent non-executive
directors have reviewed the Transactions during the year and confirmed
that they have been (i) entered into by the Group in the ordinary and
usual course of business; (ii) conducted either on normal commercial
terms (which expression will be applied by reference to transaction of a
similar nature and to be made by similar entities) or, where there are no
available comparables, on terms that are fair and reasonable as far as the
Shareholders as a whole are concerned; and (iii) entered into in accordance
with the terms of the agreements or order contracts or other supplemental
agreements governing such Transactions. The independent non-executive
directors have also confirmed that the Transactions have not exceeded
the relevant maximum amount of HK$330 million capped in accordance
to the wavier previously granted by the Stock Exchange.

The Auditors of the Company have reported to the directors that during
the year (i) the Transactions have received the approval of the Board;
(ii) the Transactions have been entered into in accordance with the
terms of the agreements or other order contracts governing such
Transactions; and (iii) the cap amount of HK$330 million has not been
exceeded.

PUBLIC FLOAT

As at the date of this report, the Company has maintained the prescribed
public float required under the Listing Rules, based on the information
that is publicly available to the Company and within the knowledge of the
directors.

AUDITORS

PricewaterhouseCoopers shall retire and 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 21, 2006
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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 49 to 113 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 solely to
you, as a body, in accordance with Section 90 of the Companies Act
1981 of Bermuda, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the contents
of this report.

Basis of opinion

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public 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.

GIORDANO INTERNATIONAL LIMITED
0O 0oooaooaoao
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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 of the Group as at December 31,
2005 and of the Group’s profit and cash flows 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 21, 2006
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CONSOLIDATED PROFIT AND LOSS ACCOUNT

goodoooooooooooooa
For the year ended December 31, 2005

ggoo
(Doooooo oo (Restated)
ooooooooo) (In HK$ millions except earnings per share) Note 2005 2004
ooo Turnover 5 4,413 4,003
oooo Cost of sales (2,170) (1,968)
oo Gross profit 2,243 2,035
oooo Other revenue 5 100 90
oooo Distribution expense (1,349) (1,194)
oooo Administrative expense (167) (172)
oooooo Other operating expense (309) (268)
oooo Operating profit 56 518 491
oooo Finance expense 7 (1) -
OO0o0oOooooOoo Share of profit of jointly controlled companies 17 20 23
ooooooooo Share of profit of an associate 18 11 10
ooooo Profit before taxation 548 524
oo Taxation 10 (117) (106)
ooooo Profit after taxation 431 418
ooooo Profit attributable to:
ooooo Shareholders of the Company 11 406 387
oooo Minority interests 25 31
431 418
oag Dividends 12 395 334
oooo Earnings per share 13
o0 Basic 27.5¢ 26.7¢
oad Diluted 27.4¢ 26.4¢
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BALANCE SHEETS

gooooooooooao
December 31, 2005

googo goao
(Restated) (Restated)
oo 00 Group 00 Company
ooooooooooo (In HK$ millions) Note 2005 2004 2005 2004
0o 0O ASSETS
ooooo Non-current assets
oooooooon Property, plant and equipment 14 256 346 10 10
oooo Investment property 15 88 - - -
oooooo Interest in subsidiaries 16 - - 898 898
oooooo Interest in jointly controlled
oo companies 17 316 287 - -
ooooooao Interest in an associate 18 30 25 - -
ooooooao Leasehold land and rental
oooo prepayments 19 313 329 166 171
oooo Rental deposits 251 256 - -
oooooo Deferred tax assets 24 24 18 - -
1,278 1,261 1,074 1,079
oooo Current assets
oo Inventories 20 369 331 - -
ooooooao Leasehold land and rental
ooono prepayments 19 13 13 5 5
oooooooooo Trade and other receivables 21 407 360 3 1
oooooooo Amounts due from subsidiaries 16 - - 980 1,020
ooooooo Cash and bank balances 28 903 752 1 1
1,692 1,456 989 1,027
ooo Total assets 2,970 2,717 2,063 2,106
GIORDANO INTERNATIONAL LIMITED
@ S0 o000 oooon ANNUAL REPORT 2005 O O




BALANCE SHEETS

gooobooooobon

December 31, 2005

gooo ggoo
(Restated) (Restated)
oo 00 Group 00 Company
ooooooooood (In HK$ millions) Note 2005 2004 2005 2004
o o0oooao EQUITY AND LIABILITIES
ooooao Capital and reserves
oo Share capital 22 74 73 74 73
oag Reserves 23 1,750 1,627 1,633 1,614
oooo Proposed dividends 12 298 254 298 254
ooooao Equity attributable to shareholders
oooo of the Company 2,122 1,954 2,005 1,941
oooooo Minority interests 93 79 - -
ooo Total equity 2,215 2,033 2,005 1,941
ooooao Non-current liabilities
oooooo Deferred tax liabilities 24 92 89 - -
oooo Current liabilities
O0o0oOoooooo Trade and other payables 25 515 474 2 2
oooooooao Amounts due to subsidiaries 16 - - - 100
ooooooao Bank loans and overdrafts 28 76 63 56 63
oo Taxation 10 72 58 - -
663 595 58 165
oo0 Total liabilities 755 684 58 165
oooooo Total equity and liabilities 2,970 2,717 2,063 2,106
oogo goo
LAU Kwok Kuen, Peter MAH Chuck On, Bernard
oo oo
Director Director
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CONSOLIDATED CASH FLOW STATEMENT

gdodooooooobooboooaa
For the year ended December 31, 2005

goao

oo (Restated)
(Coooooooon) (In HK$ millions) Note 2005 2004
ooooo Operating activities:
ooooao Profit before taxation 548 524
ooo Adjustments for:
oooooooooo Share of profit of jointly controlled companies 17 (20) (23)
ooooOooooo Share of profit of an associate 18 (11) (10)
Oooooooo Amortization of leasehold land and

oooooo rental prepayments 19 13 14
oooo Interest income 5 (15) 8)
oo Depreciation 6 115 103
oooooooo Net loss on disposal of property,

oooooo plant and equipment 6 2 5
oooooo Interest on bank loans 7 1 -
ooooao Share option expense 4 6
oooooooo Operating profit before changes in

oooo working capital 637 611
ooooao Increase in inventories (38) (109)
O0ooOoOoooon Increase in trade and other

ooo receivables (45) (67)
0o0o0oOoooooo Increase/(decrease) in trade and

ooopooo other payables 41 (15)
oo0oooOooooOoo Cash generated from operations 595 420
oooo Interest paid (1) -
0oooooo Hong Kong profits tax paid (54) (27)
oooooao Overseas tax paid (51) (66)
O0oooOoOoooooo Net cash inflow from operating activities 489 327

GIORDANO INTERNATIONAL LIMITED
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CONSOLIDATED CASH FLOW STATEMENT

goodoooooooooooooa
For the year ended December 31, 2005

ggoo
oo (Restated)
(Doooooooo) (In HK$ millions) Note 2005 2004
ooooao Investing activities:
oooooooooo Purchase of property, plant and equipment 14 (120) (143)
oooooooo Proceeds from sale of property,
ooooao plant and equipment 1 2
oooooooooo Investment in a jointly controlled company (8) -
0ooooooo Decrease in leasehold land and
oo0ooooo rental prepayments 5 -
Oooooooo Decrease in rental deposits 6 -
oooo Interest received 15 8
ooooooo Dividends received from a jointly
oooao controlled company 6 5
0o0o0oooooo Dividends received from an associate 6
O0o0ooOoO0oooOOooo Decrease of bank deposits with maturity
O0oooOoOooooo over three months from date of deposits - 4
0o0o0oOooooood Net cash outflow from investing activities (89) (118)
O000000D000O000 Netcash inflow before financing activities 400 209
ooooao Financing activities:
oogooooo Proceeds from issue of shares 113 24
oooooooo Dividends paid to minority shareholders (11) (23)
oooo Dividends paid (357) (818)
0oooOooooooo Net cash outflow from financing activities (255) (817)
oo00oooooo Increase/(decrease) in cash and
oopnooo cash equivalents 145 (108)
ooooao Cash and cash equivalents at
oooooo the beginning of the year 686 T
goooooooo Effect of foreign exchange rate changes (7) 17
ooooao Cash and cash equivalents at
oooooo the end of the year 28 824 686

ANNUAL REPORT 2005 O 0O
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STATEMENTS OF CHANGES IN EQUITY

gdodooooooobooboooaa
For the year ended December 31, 2005

(@) OO

{Wooooooon)
(In HKS millons)

(a) Group

goooooooo
Attributable to shareholders of the Company

i 000 ([0®)
0ooo 00 (Note23)

oo oooo Capital 0000 DOOO0 Share 0000
Share Contributed redemption Share Exchange  options Other
capital  surplus  reserve  premium  reserve  reserve  reserves

oooo
Retained
profits

00
Total

oooo

0o
Minority
interests

goo
Total

equity

0ooooooooooooooooD

At January 1, 2005, previously reported as equity

00000000000000000D
oooooo

At January 1, 2005, previously separately
reported as minority interests

OOHKFRS 2000

Effect of adopting HKFRS 2
-000000000002b)v0
- Share-based payment (Note 2(b)(iv)

0000000000000000
At January 1, 200, as restated

0oooooooooooooooo
Exchange adjustment on translation of
overseas subsidiaries and branches
00000000000000240
Movement in net deferred tax liabilties (Note 24)

0opoooooooo

Net gain recognized directly in equity
0oooo

Profit for the year

goooog
Total recognized gain

0oooo
Transfer from/to) other reserves
0oooo
Share option schemes
-0oooooooooong
- Shares issue upon exercise of share options
-0oooo
- Share option expense
oooooo
Diviclends to minority shareholders
0000000000000000012(b0
2004 final and special final dividends (Note 12(0))
0000000000000000012ap

2005 interim and special interim dividends (Note 12(a))

gooooooooooon
At December 31, 2005

7 383 3 489 (32) - 118

920

1,954

1]

1,954

I

7 383 3 489 (32) 7 118

913

1,954

7

2,033

406

406

25

431

406

408

25

433

(1)

(260)

&)

13

(260)

@

13

(M
(260)

(97)

(358)

(240)

(M

(281)

T4 383 3 602 (30) 10 19

961

2122

9

2,215

GIORDANO INTERNATIONAL LIMITED

0o 000000 0a0
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STATEMENTS OF CHANGES IN EQUITY-

goodoooooooooooooa
For the year ended December 31, 2005

(a) OO (a) Group
ooooOobOoOobooooo The comparative figures for 2004 are set out as follows:
g0oooooooo
Attributable to shareholders of the Company
0o 000 00y
oooo 00  (Note23) 0ooo
00 0000 Capital 0000 0000 Share 000D 000D 0o ooo
(oooooooon) Share Contributed redemption Share Exchange  options Other  Retained 00  Minority Total
(In HKS millons) capital  surplus  reserve  premium  reserve  reserve  reserves profits Total interests equity
0ooooooooooooooooD
At January 1, 2004, previously reported as equity 7 388 3 466 88) - 126 837 1,799 - 1,799
00000000000000000D
oooooo
At January 1, 2004, previously separately
reported as minority interests - - - - - - - - - n i
OOHKFRS 2000
Effect of adopting HKFRS 2
-000000000002b)vD0
- Share-based payment (Note 2(b)(iv)) - - - - - 1 - 1) - - -
0ooooooooooooooo
At January 1, 2004, as restated 7 363 3 466 (88) 1 126 836 1,799 n 1870
0oooooooooooooooo
Exchange adjustment on translation of
overseas subsidiaries and branches - - - - 57 - - - 57 - 57
00000000000000240
Movement in net deferred tax liabilties (Note 24) - - - - (1) - - - (1) - (1)
0opoooooooo
Net gain recognized directly in equity - - - - 5 - - - 56 - 5%
0oooo
Profit for the year - - - - - - - 37 37 31 418
oooooo
Total recognized gain - - - - 56 - - 37 443 31 474
0oooo
Transfer from/to) reserves - - - - - - ) 8 - - -
0oooo
Share option schemes
-0oooooooooong
- Shares issue upon exercise of share options 1 - - 23 - - - - 24 - 24
-goooo
- Share option expense - - - - - 6 - - 6 - 6
oooooo
Divicends to minority shareholders - - - - - - - - - 23 23
0000000000000000012(0)0
2003 final and special final dividends (Note 12(b)) - - - - - - - (238) (239) - (239)
0000000000000000012ap
2004 interim and special interim dividends (Note 12(a)) - - - - - - - (80) 80) - (80)
1 - - 23 - 6 ) (310) (289) 23 @1
0oooooooooooo
At December 31, 2004 73 383 3 489 (32 7 18 913 194 7 2,033
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STATEMENTS OF CHANGES IN EQUITY

gdodooooooobooboooaa
For the year ended December 31, 2005

(b) OO (b) Company
0o 0oo
oooo 0o
0o oooo Capital 000D Share 000D 0oo
Share Contributed redemption Share options  Retained Total
(oogooooon) (I HKS millions) capital surplus reserve  premium reserve profits equity
0ooooooooo At January 1, 2005 73 540 3 489 - 836 1,941
OOHKFRS 2000 Effect of adopting HKFRS 2
00000000000020b)(vO - Share-based payment (Note 2(o)(v)) - - - - 1 1] -
gooooooooooooeooo At January 1, 2005, as restated 73 540 3 489 7 829 1,941
0ooooooono Profit for the year (Note 11) - - - - - 304 304
0ooooo Total recognized gain - - - - - 304 304
ooooo Share option schemes
ooooooooooooo - Shares issue upon exercise of share options 1 - - 13 (1) - 13
oooooo - Share option expense - - - - 4 - 4
oooooooooooooo 2004 final and special final dividends
0oo12b)d (Note 12(0)) - - - - - (260) (260)
ooooooooooooon 2005 interim and special interim dividends
00012aD (Note 12(a) - - - - - (97) (97)
1 - - 13 3 (357) (240)
0oooooooooooo At December 31, 2005 4 540 3 602 10 776 2,005
ooooooooooooo The comparative figures for 2004 are set out as follows:
0o 0oo
oooo 0o
0o oooo Capital 000D Share  DO00D 0oo
Share Contributed  redemption Share options  Retained Total
(oooooooon) (In HK$ millons) capital surplus reserve  premium reserve profits equity
oooooooooao At January 1, 2004 2 540 3 466 - 457 1,638
OOHKFRS 2000 Effect of adopting HKFRS 2
00000000000020b)(v0 - Share-based payment (Note 2(o)(iv)) - - - - 1 1) -
0000000000000000 At January 1, 2004, as restated 7 540 3 466 1 456 1,638
0oooooooHo Profit for the year (Note 11) - - - - - 691 691
oooooo Total recognized gain - - - - - 691 691
ooooo Share option schemes
pooooooooooOoo - Shares issue Upon exercise of share options 1 - - 23 - - 2
0ooooo - Share option expense - - - - 6 - 6
ooooOoooooooooo 2003 final and special final dividends
000120 (Note 12(o)) - - - - - (238) (238)
ooooOoooooooooo 2004 interim and special interim dividends
00012(ap (Note 12(a)) - - - - - (80) (80)
1 - - 23 6 (318) (288)
0oooooooooooo At December 31, 2004 7 540 3 489 7 829 1,941

GIORDANO INTERNATIONAL LIMITED
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NOTES TO THE FINANCIAL STATEMENTS

gooooooooonoo
December 31, 2005

GENERAL INFORMATION

Giordano International Limited (the “Company”) and its subsidiaries
(together the “Group”) distribute and sell causal apparel under the
brand names of Giordano, Giordano Ladies, Giordano Junior and
Bluestar Exchange through an extensive retailing network with over
1,600 shops spanning over 20 countries. It also operates a limited
manufacturing capacity in China.

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

The consolidated financial statements are presented in million of
units of Hong Kong dollars (HK$ million) unless otherwise stated.
These consolidated financial statements have been approved for
issue by the Board of Directors on March 21, 2006.

PRINCIPAL ACCOUNTING POLICIES

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

Basis of preparation

The financial statements have been prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”), Hong Kong
Accounting Standards (“HKASs”) and Interpretations issued by the
Hong Kong Institute of Certified Public Accountants. The financial
statements are prepared under the historical cost convention.

The preparation of financial statements in conformity with HKFRSs
and HKASSs requires the use of certain critical accounting estimates.
It also requires management to exercise its judgment in the process
of applying the Group’s accounting policies. The areas involving a
higher degree of judgment or complexity, or areas where assumptions
and estimates are significant to the consolidated financial statements,
are disclosed in note 4.

GIORDANO INTERNATIONAL LIMITED
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NOTES TO THE FINANCIAL STATEMENTS

gooooooooooao
December 31, 2005

2. 00O 0000000 2. PRINCIPAL ACCOUNTING POLICIES (continued)

(@) DoOoDooOO (a) Basis of preparation (continued)
0o00oO0oooOoOooooooooo The accounting policies and methods of computation used in the
O0oOoo0oooOoooooooooo preparation of these financial statements are consistent with those
OoOoooooDOoOooooooooo used in 2004 except that the Group has changed certain of its
000000000 OoOoooooDOoaOn accounting policies following its adoption of new and revised HKFRSs
00O HKFRSsOHKASsO OO OOooOaO and HKASs which are effective for accounting years beginning on or
gooooano after January 1, 2005.
oo0oO0oooooooooooao The relevant changes in the Group’s accounting policies resulting
HKFRSsOHKASs 000000000 from the adoption of these new and revised HKFRSs and HKASs are
O0ooooooo2b)ooon set out in note 2(b) below.

(b) O ODO0OODODOHKFRSsO HKASs (b) Impact of new and revised HKFRSs and HKASs
ooooo
goooODOOoOOoO0OOoOOoOoOoOoOoOoo Hong Kong Institute of Certified Public Accountants has issued a
00 HKFRSsO HKASs 000000 number of new and revised HKFRSs, HKASs and Interpretations
000000000 OoOooDooDDOoan which are effective for accounting years beginning on or after January
doooooOooOooooooooan 1, 2005. The Group has adopted the HKFRSs and HKASs that are
OHKFRSs O HKASsO D OO OoOGOO applicable to its operations. The comparative figures have been
0go0OoO0doooOoOooooOooooo amended as required. The adoption of new and revised HKFRSs
0000000HKFRSs OHKASsO O and HKASs did not result in substantial changes to the Group’s
oooooO0o0oOoOooOoooboboOoo accounting policies unless otherwise stated below:

oo

HKAS 1 ooo0oooo HKAS 1 Presentation of Financial Statements

HKAS 17 OO HKAS 17 Leases

HKAS 32 O00000O00DOO HKAS 32  Financial Instruments: Disclosure and Presentation

HKAS39 O0OO0OD0OO0OO0OD0O0OCDODO HKAS 39  Financial Instruments: Recognition and Measurement

HKFRS2 00000000 HKFRS 2 Share-based Payment

() OOHKAS OOOOODDODOO0O (i) The adoption of HKAS 1 “Presentation of Financial Statements”
00000DOoOoOo0oOoOoooao has affected the presentation of minority interests and share of
Oo0o0o0oOooooobooooao after-tax results of associates and jointly controlled companies
oooo and other disclosures.
Oo0oooooooobooooao Minority interests are presented in the Group’s balance sheet
oooooooooooOooOooOoao within equity, and minority interests in the consolidated profit
0o0o000O0oOooooooooao and loss account are presented as an allocation of the total
Oo0o0o0oOooooobooooao profit for the year between the minority interests and the
ooooo shareholders of the Company.
Oo0oooooooobooooao The share of profit of associates and jointly controlled companies
O0o00o0oOoooooooooao are presented after netting off taxation in the consolidated profit
ooo and loss account.
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(i) OOHKAS 32000000000
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December 31, 2005

2. PRINCIPAL ACCOUNTING POLICIES (continued)

(b) Impact of new and revised HKFRSs and HKASs
(continued)

(i)

)

(iv)

The adoption of revised HKAS 17 “Leases” has resulted in a
change in the accounting policy relating to the classification of
leasehold land and land use rights. In accordance with HKAS
17, a lease of land and building should be split into a lease of
land and a lease of building in proportion to the relative fair
values of the leasehold interests in the land element and the
building element of the lease at the inception of the lease. The
up-front prepayment for land is stated at cost and amortized
over the period of the lease whereas the building is stated at
cost less accumulated depreciation and impairment losses.

The adoption of HKAS 32 “Financial Instruments: Disclosure
and Presentation” and HKAS 39 “Financial Instruments:
Recognition and Measurement” has resulted in a change in the
accounting policy relating to the treatment of financial assets
at fair value through profit and loss account. These have also
resulted in a change in the recognition, measurement and
classification of derivative financial instruments.

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

The adoption of HKFRS 2 “Share-based Payment” has resulted
in a change in the accounting policy for share options. In prior
years, the provision of share options did not result in a charge
to the profit and loss account. Following the adoption of
HKFRS 2, fair value of share options at the grant date is
amortized over the relevant vesting periods to the profit and
loss account.

As a transitional provision, the cost of share options granted
after November 7, 2002 and had not yet vested on January 1,
2005 was expensed retrospectively in the profit and loss account
of the respective periods (note 2(r)(ii)).

GIORDANO INTERNATIONAL LIMITED
0O 0oooaooaoao



Yt o

NOTES TO THE FINANCIAL STATEMENTS

gooooooooooao
December 31, 2005

2. 00D 0ODO0ODODOO

() OOO0O0O0OOOHKFRSsO HKASs
gooooooo

v D

0
0
O

g

O
0
O

ooooooboooonoao
oooO0oobooooooon
cooOooboooooonoo
coooon

HKAS 39D DD DODOODOD
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(vii OOHKFRS 2000000000
000

(oooooooooooooooo)

2. PRINCIPAL ACCOUNTING POLICIES (continued)

(b) Impact of new and revised HKFRSs and HKASs
(continued)

V)

(vi)

All changes in the accounting policies have been made in
accordance with the transitional provisions in the respective
standards, wherever applicable. All standards adopted by the
Group require retrospective application other than:

- HKAS 39: does not permit to recognize, derecognize and
measure financial assets and liabilities in accordance with
this standard on a retrospective basis;

- HKAS Interpretation 15: does not require the recognition

of incentives for leases beginning before January 1, 2005;

- HKFRS 2: only retrospective application for all share
options granted after November 7, 2002 and not vested
at January 1, 2005; and

- HKFRS 3: prospectively after January 1, 2005.

Effect of adopting HKFRS 2 on the consolidated profit and loss

account is as follows:

(In HK$ millions, except earnings per share) 2005 2004

oooobon

00O 2(b)(iv)D

oooboobooo

oo

oooboobooo

oo

GIORDANO INTERNATIONAL LIMITED
0O00D0D0O0o0o0aoao

Increase in administrative expenses
(Note 2(b)(iv)) 4 6

Decrease in profit attributable to
shareholders of the Company 4 6

Decrease in basic and diluted
earnings per share 0.3¢ 0.5¢

ANNUAL REPORT 2005 O O
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December 31, 2005

PRINCIPAL ACCOUNTING POLICIES (continued)

Impact of new and revised HKFRSs and HKASs
(continued)

Effect of changes in the accounting policies on the Group’s
balance sheet is as follows:

goooooooooooo At December 31, 2005 0o
ooooooooooo (In HK$ millions) HKFRS 2 HKAS 17 Total
ooooo Increase/(decrease) in

oopooo non-current assets
oooboDoo Property, plant and equipment

000 2(b)io (Note 2(b)(ii)) - (250) (250)

ooooooooooo

Leasehold land and rental

000 2(b)(i)d prepayments (Note 2(b)(ii)) - 242 242
- (8) (8)
oooooo Increase in current assets
gooboOdoooooa Leasehold land and rental
000 2(b)(i)d prepayments (Note 2(b(ii)) - 8 8
oooopooo Increase/(decrease) in equity
ooodoao Share options reserve
000 2(b)(iv)O (Note 2(b)(iv)) 10 - 10
00000002b)ivo Retained profits (Note 2(b)(iv)) (10) - (10)
gdododdooooooooda At December 31, 2004 oo
ooooooooooo (In HK$ millions) HKFRS 2 HKAS 17 Total
ooodoo Increase/(decrease) in
0opooo non-current assets
ooobobDoo Property, plant and equipment
000 2(b)iho (Note 2(b)(ii) - (263) (263)
goobOdoooooa Leasehold land and rental
000 2(hb)iho prepayments (Note 2(b)(ii)) - 255 255
- (8) (8)
gooooao Increase in current assets
goobOdoooooa Leasehold land and rental
000 2(b)iho prepayments (Note 2(b)(ii) - 8 8
oooopoooa Increase/(decrease) in equity
ooodoao Share options reserve
000 2(b)(iv)O (Note 2(b)(iv))
gooooOoooooa - at January 1, 2004 1 - 1
oobobOooooooao - for the year ended
gobooooa December 31, 2004 6 - 6
7 - 7
00000002b)iv)o Retained profits (Note 2(b)(iv) (7) - (7)
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GIORDANO INTERNATIONAL LIMITED
0O00D0D0O0o0o0aoao

PRINCIPAL ACCOUNTING POLICIES (continued)

Impact of new and revised HKFRSs and HKASs
(continued)

(viiiy Certain new standards, amendments and interpretations to

existing standards have been published that are relevant to the
Group’s business and are mandatory for the Group’s accounting
periods beginning on or after January 1, 2006 or later periods.
The Group has not adopted these new standards, amendments
and interpretations for the year ended December 31, 2005.

Basis of consolidation

(i

(i)

(i)

(iv)

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to
December 31, 2005.

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

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

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

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

Subsidiaries

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

controls more than 50 percent of its voting power or issued share

capital or controls the composition of its board of directors or has

power to govern its financial and operating policies.

Subsidiaries are fully consolidated from the date on which control is

transferred to the Group. They are de-consolidated from the date

that control ceases.

ANNUAL REPORT 2005 O O
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NOTES TO THE FINANCIAL STATEMENTS
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December 31, 2005

PRINCIPAL ACCOUNTING POLICIES (continued)

Subsidiaries (continued)

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

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

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

Jointly controlled companies

In accordance with HKAS 31 “Interests in Joint Ventures”, which
supersedes Statement of Standard Accounting Practice 21
“Accounting for Interests in Joint Ventures”, a jointly controlled
company is an entity in which each venturer has an interest and of
which its financial and operating policies are under contractual
arrangements jointly controlled by the venturers.

GIORDANO INTERNATIONAL LIMITED
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2. 00O 0000000 2. PRINCIPAL ACCOUNTING POLICIES (continued)

() DODODODOOOOO (e) Jointly controlled companies (continued)
0o00oO0oooOoOooooooooo The Group adopts the equity method to account for the interests in
O0oOoo0oooOoooooooooo jointly controlled companies. The consolidated profit and loss account
OoOoooooDOoOooooooooo includes the Group’s share of the results of jointly controlled
0o00oO0oooOoOooooooooo companies for the year, and the Group’s balance sheet includes the
O0oOoo0oooOoooooooooo Group’s share of net assets of the jointly controlled companies. When
OoOoooooDOoOooooooooo the Group transacts with its jointly controlled companies, unrealized
000000000 OoOoooooDOoaOn profits and losses are eliminated to the extent of the Group’s interests
O0oOoo0oooOoooooooooo in jointly controlled companies. Accounting policies of jointly controlled
OooOoooooooooao companies are changed where necessary to ensure consistency with

the policies adopted by the Group.
oooo0oO0oO0oO0oOoOooOooooboboOoo In the Company’s balance sheet, the interests in jointly controlled
000000000 OoOoooooDOoaOn companies are stated at cost less provision for impairment losses.
oooooO0oOooooooobobooo The results of jointly controlled companies are accounted for by the
ooooooooao Company on the basis of dividend received and receivable.

() oooOO (f) Associates
OooooooOoooooooooo An associate is a company over which the Group has significant
000000000 OoOoDoDoooDOoan influence but does not control, generally accompanying an equity
ooooooo oooooao interest of between 20 percent and 50 percent.
0go0OoO0oooO0oOooooOooooo The Group’s share of its associate’s post-acquisition profits or losses
00ooOooooOoooooooooo is recognized in the profit and loss account, and its share of post-
oooooO0oO0oOoOooOoooboDbooo acquisition movements in reserves is recognized in reserves. The
000000000 OoOoDoDoooDOoan cumulative post-acquisition movements are adjusted against the
00ooOooooOoooooooooo carrying amount of the investment. When the Group’s share of losses
goocooo0oocoooooooooon in an associate equals or exceeds its interest in the associate,
0oo0o0oO0oobO0oobDobooboooo including any other unsecured receivables, the Group does not
00ooOooooOoooooooooo recognize further losses, unless it has incurred obligations or made
OooOoOooooooo payments on behalf of the associate.

00ooOooooOoooooooooo Unrealized gains on transactions between the Group and its
go0ooOoOOoOO0OO0OOoDOoOoOoOoOoOoao associates are eliminated to the extent of the Group’s interests in
000000000 OoOoDoDoooDOoan the associates. Unrealized losses are also eliminated unless the
goooODOOoOOoO0OOoOOoOoOoOoOoOoo transaction provides evidence of an impairment of the asset
oooooO0oO0oOoOooOoooboDbooo transferred. Accounting policies of associates are changed where
0go0OoO0oooO0oOooooOooooo necessary to ensure consistency with the policies adopted by the
gooa Group.

000000000 OoOoDoDoooDOoan In the Company’s balance sheet, the investments in associates are
00ooOooooOoooooooooo stated at cost less provision for impairment losses. The results of
OooooooOoooooooooo associates are accounted for by the Company on the basis of
ooooo dividend received and receivable.
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NOTES TO THE FINANCIAL STATEMENTS

gooooooooonoo
December 31, 2005

PRINCIPAL ACCOUNTING POLICIES (continued)

Segment reporting

A business segment is a group of assets and operations engaged in
providing products or services that are subject to risks and returns
that are different from those of other business segments. A
geographical segment is engaged in providing products or services
within a particular economic environment that are subject to risks
and return that are different from those of segments operating in
other economic environments.

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

Segment assets consist primarily of property, plant and equipment,
leasehold land and rental prepayments, rental deposits and
prepayments, inventories, receivables and operating cash. Segment
liabilities comprise operating liabilities but exclude items such as
taxation and certain corporate borrowings. Capital expenditure
comprises additions to property, plant and equipment, including
additions resulting from acquisitions through purchases of
subsidiaries.

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

Foreign currency translation
(i)  Functional and presentation currency

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

(i)  Transactions and balances

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

GIORDANO INTERNATIONAL LIMITED
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GIORDANO INTERNATIONAL LIMITED
0O00D0D0O0o0o0aoao

2.

PRINCIPAL ACCOUNTING POLICIES (continued)

(h) Foreign currency translation (continued)

U

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

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

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

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

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

Property, plant and equipment

(i)  Freehold land is stated at cost and is not amortized.

(i) 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.

ANNUAL REPORT 2005 O O
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December 31, 2005

2. PRINCIPAL ACCOUNTING POLICIES (continued)

(i) Property, plant and equipment (continued)

(i)

(iv)

(vii)

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

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

- Freehold land is not depreciated.

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

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

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

Assets’ residual values and useful lives are reviewed and
adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount.

Gain or loss on disposal of fixed assets is the difference between
the net sales proceeds and the carrying amount of the relevant
asset, and is recognized in the profit and loss account.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

(i) Investment property

(i

(i)

)

An investment property is a property which is held for long
term rental yield or for capital appreciation, or both and that is
not substantially occupied by any Group companies.

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

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

(k) Intangible assets

0)

Goodwill

Goodwill represents the excess of the cost of any acquisition
over the fair value of the Group’s share of the net identifiable
assets of the acquired subsidiary/associate/jointly controlled
company at the date of acquisition. Goodwill on acquisitions of
subsidiaries and jointly controlled companies is included in
intangible assets. Goodwill on acquisitions of associates is
included in interest in associates.

Goodwill is tested annually for impairment and carried at cost
less accumulated impairment losses. Gains and losses on the
disposal of an entity include the carrying amount of goodwill
relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose
of impairment test.
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PRINCIPAL ACCOUNTING POLICIES (continued)

Intangible assets (continued)
(i) Trademarks and licenses

Acquired trademarks and licenses are shown at historical cost.
Acquired trademarks and licenses have a definite useful life
and are carried at cost less accumulated amortization.
Amortization is calculated using the straight-line method to
allocate the cost of trademarks and licenses over their estimated
useful lives.

(il Computer software

Acquired computer software licenses are capitalized on the
basis of the costs incurred to acquire and bring to use the
specific software. These costs are amortized over their estimated
useful life.

Cost associated with developing or maintaining computer
software programs are recognized as an expense as incurred.

Impairment of assets

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

Inventories

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

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

GIORDANO INTERNATIONAL LIMITED
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2. 00O 0000000 2. PRINCIPAL ACCOUNTING POLICIES (continued)

(m) DOOOO (m) Inventories (continued)

) 0DOO0OODOOODDODOOOOOO (i) Work in progress and finished goods - cost of direct materials,
O0o00o0oOooooobooooao direct labor and an appropriate proportion of production
00ooO0ooDDoooooo overheads, but excluding borrowing costs.

O0O0oO0ooOoOoOooooooood Net realizable value is the estimated price at which inventories can

000000 OoOO0O00OoDOooOooaO be sold in the normal course of business after allowing for the costs

ooo0O0oOoooooooao of realization and, where appropriate, the cost of conversion from

their existing state to a finished condition.

(n) DOOOODOOOOQd (n) Trade and other receivables
000o0ooOoOoOoobooooooo Trade and other receivables are recognized initially at fair value and
O0Ooo0oooOoOooooooooo subsequently measured at amortized cost using the effective interest
g0oo0o0ooO0ooOooooOoooao method unless the effect of discounting would be immaterial, in
000o0ooOoOoOoobooooooo which case they are stated at cost less provision for impairment. A
O0Ooo0oooOoOooooooooo provision for impairment of trade and other receivables is established
00000000 OoOoDOooooDOon when there is objective evidence that the Group will not be able to
000o0ooOoOoOoobooooooo collect all amounts due according to the original terms of receivables.
O0Ooo0oooOoOooooooooo The amount of the provision is the difference between the asset’s
00b0oOO0o0ooOOo0oboO0oooboooo carrying amount and the present value of estimated future cash
ooooooooo flows, discounted at the effective interest rate. The amount of the

provision is recognized in the profit and loss account.

(o) DDODODOODO (o) Cash and cash equivalents
O0O0O00OoOoOoOoooooooood Cash and cash equivalents include cash on hand, deposits held at
obooooboUoooobouoooooo call with banks, other short-term highly liquid investments with original
O0oo0oooooobooooood maturities of three months or less, and bank overdrafts. Bank
Oo00O00O0ooooOooooooo overdrafts are shown within borrowings in current liabilities on the

balance sheet.

(p) ODODOO (p) Borrowing costs
O0OoO0oooDOoOoobooooooo Borrowing costs are expensed in the profit and loss account in the
0o00O0oo0oOoOooooOooooo period in which they are incurred, except to the extent that they are
000o0ooOoOoOoobooooooo capitalized as being directly attributable to the acquisition,
O0OoO0oooDOoOoobooooooo construction or production of an asset which necessarily takes a
oo substantial period of time to get ready for its intended use or sale.
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NOTES TO THE FINANCIAL STATEMENTS
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December 31, 2005

PRINCIPAL ACCOUNTING POLICIES (continued)

Deferred taxation

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

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

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

Employee benefits
(i  Pension obligations

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

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

GIORDANO INTERNATIONAL LIMITED
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PRINCIPAL ACCOUNTING POLICIES (continued)

Employee benefits (continued)

(i

(i)

Pension obligations (continued)

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

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

Under the New Scheme, the branches contribute each month
at six percent of the salary of employees that choose to
participate in the New Scheme, deposited into individual pension
accounts at the Bureau of Labor Insurance.

Share-based compensation

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

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

ANNUAL REPORT 2005 O O
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PRINCIPAL ACCOUNTING POLICIES (continued)

Provision

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.

Revenue recognition

Revenue comprises the fair value for the sales of goods and services,

net of value-added tax, rebates return and discounts and after

eliminating sales within the Group. Revenue is recognized as follows:

(i

(i)

)

(iv)

Sales of goods - wholesale

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

Sales of goods - retail

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

Sales of services

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

Interest income

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

Royalty income

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

GIORDANO INTERNATIONAL LIMITED
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2. 00O 0000000 2. PRINCIPAL ACCOUNTING POLICIES (continued)
(t) DCoODoOOO (t) Revenue recognition (continued)
(vij O0ooo (vi) Dividend income
0oooooooobboouoooao Dividend income is recognized when the right to receive
oo payment is established.
(uy ODODOODODOO0OO0O (u) Leases (as the lessee)
) oOoooOoo ()  Finance leases
Oo0o0oooooooooooao Leases of assets where the Group has substantially all the
0oo000oOoooooooooao risks and rewards of ownership are classified as finance leases.
0oooooooobboouoooao Finance leases are capitalized at the lease’s commencement at
Oo0o0oooooooooooao the lower of the fair value of the leased property and the present
0oo000oOoooooooooao value of the minimum lease payments. Each lease payment is
0oooooooobboouoooao allocated between the liability and finance charges so as to
0o0o0ooO0o0oooOobooooao achieve a constant rate on the finance balance outstanding.
000000ooooOoOooooDao The corresponding rental obligations, net of finance charges, is
0oooooooobboouoooao included in current and non-current borrowings. The interest
oo00o0o0ooDobooOoOooooao element of the finance cost is recognized in the income
0oo000oOoooooooooao statement over the lease period so as to produce a constant
Oooooooooooooo periodic rate of interest on the remaining balance of the liability
for each period.
() oooOo (i)  Operating leases
Oo0o0ooooooboooooao Leases where substantially all the rewards and risks of
ooooooooobobouoooao ownership of assets remain with the leasing company are
0ooooooooboouoooao accounted for as operating leases. Rental payments applicable
oooOoOoooboboOoOooooo to such operating leases are charged to the profit and loss
oooao account on the straight-line basis over the lease periods.
(v) OO (v) Dividend distribution

O
O
[}
O
O
O
[}
[}

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

O
O
O
O
O
O
O
O
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PRINCIPAL ACCOUNTING POLICIES (continued)

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.

FINANCIAL RISK MANAGEMENT

Financial risk factors

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

(i  Foreign exchange risk

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

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

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

Financial risk factors (continued)

(i) Credit risk
The Group has no significant concentration of credit risk. It has
policies in place to ensure that wholesale of products are made
to customers with an appropriate credit history. Sales to retail
customers are made in cash or via major credit cards. Cash
deposits are limited to high-credit-quality financial institutions.

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

(iv) Interest rate risk

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

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

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

Critical accounting estimates and assumptions

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

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

The principal business of the Group is retail and distribution of casual
apparel and accessories under Giordano, Giordano Ladies, Giordano
Junior and Bluestar Exchange brands. The Group also carries on
garment trading and manufacturing operation, supporting the Group’s
retail business and supplying products to third parties.

Turnover and revenue recognized during the year are as follows:

oo
Group
(In HK$ millions) 2005 2004

ooo
ooooooao
ooooa
ooooooooo
ooooao

ooob
ooon
ooon
oooo
ooooa
ooon

ANNUAL REPORT 2005 O 0O

Turnover
Sales revenue from retail and
distribution operation 4,002 3,739
Sales revenue from garment
trading and manufacturing
operation 411 264

4,413 4,003

Other revenue

Interest income 15 8
Commission income 11 8
Rental income 25 17
Royalty income 17 17
Other income 32 40

100 90

GIORDANO INTERNATIONAL LIMITED
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NOTES TO THE FINANCIAL STATEMENTS

gooooooooooao
December 31, 2005

5. 000 0O0O00a0n0
oon

(@ DODODODOOoDOoOOoDOoOoOooOOo

ugogao 5.

(continued)

TURNOVER, REVENUE AND SEGMENT INFORMATION

(@) Primary reporting format - business segments

ooooo
ooo oooo
oooo Garment
Retail and trading and ooo 0o
distribution manufacturing  Eliminations Group
ooooooooooo (In HK$ millions) 2005 2005 2005 2005
goa Turnover
oooo External sales 4,002 411 -
opoooa Inter-segment sales - 632 (632)
4,002 1,043 (632) 4,413
oooo Segment results
gooad Operating profit 460 58 - 518
o000 Finance expense (1)
ooooooon Share of profit of jointly
oo controlled companies 20
gobooooooa Share of profit of an associate 11
opooa Profit before taxation 548
RN Taxation (117)
opboboao Profit after taxation 431
oooooo Minority interests (25)
oooooo Profit attributable to shareholders 406
oo Assets
gooo Segment assets 1,918 344 2,262
gooooo Interest in jointly controlled
oo companies 307 316
gpooooa Interest in an associate 30 30
oooooo Unallocated corporate assets 362
ooo Total assets 2,970
oo Liabilities
oooo Segment liabilities 382 133 515
gooooo Unallocated corporate liabilities 240
oodg Total liabilities 755
oooo Other information
ooooooo140 Capital expenditure (Note 14) 102 18 120
gooooen Depreciation (Note 6) 102 13 115
oooooooooo Amortization of leasehold land
gooed prepayments (Note 6) 8 - 8

ooooooobobooobooao

ooooooooobo
ooooooo

ooooo

of the Group.

GIORDANO INTERNATIONAL LIMITED

0o 000000 0a0

Inter-segment sales were conducted in the normal course of business
at prices and terms comparable to the other third party customers

ANNUAL REPORT 2005 O O
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NOTES TO THE FINANCIAL STATEMENTS

goooboobooooao

December 31, 2005

TURNOVER, REVENUE AND SEGMENT INFORMATION

oon (continued)
(@) DooooOoooooogoao (@) Primary reporting format - business segments
ooad (continued)
ooooo
ooo oooo oooo
oooo Garment (Restated)
Retail and trading and ooo 0o
distribution manufacturing  Eliminations Group
ooooooooooo (In HK$ millions) 2004 2004 2004 2004
ooo Turnover
onoono External sales 3,739 264 -
goooa Inter-segment sales - 560 (560)
3,739 824 (560) 4,003
oooo Segment results
gooad Operating profit 437 51 3 491
oooo Finance expense -
oobooooooa Share of profit of a jointly
oo controlled company 23
gooooooodg Share of profit of an associate 10
opboboao Profit before taxation 524
ao Taxation (106)
ooooa Profit after taxation 418
oooooo Minority interests (31)
oooooo Profit attributable to shareholders 387
oo Assets
ogood Segment assets 1,774 324 2,098
goooooao Interest in a jointly controlled
RN company 287 - 287
ooooooo Interest in an associate 25 - 25
gooooo Unallocated corporate assets 307
ooa Total assets 2,717
oo Liabilities
oooo Segment liabilities 350 124 474
oooooo Unallocated corporate liabilities 210
ooao Total liabilities 684
oooao Other information
0o0oooDOoi40 Capital expenditure (Note 14) 128 15 143
oooooen Depreciation (Note 6) 90 13 103
dooooooooo Amortization of leasehold land
oooed prepayments (Note 6) 8 1 9

ANNUAL REPORT 2005 O 0O
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NOTES TO THE FINANCIAL STATEMENTS

gooooooooooao
December 31, 2005

5, 0 OO0 0OOOOD0OOGOGO0QTOQOaogad 5. TURNOVER, REVENUE AND SEGMENT INFORMATION
oon (continued)
() OODODODOODODOOOODOO (b) Secondary reporting format - geographical segments
oooo ooo
ooo Capital Total
Turnover expenditure assets
ooooooooooo (In HK$ millions) 2005 2005 2005
gooao Mainland China 1,014 36 982
oo Hong Kong 949 23 905
oo Taiwan 782 25 286
ooo Singapore 410 5 107
oo Australia 248 18 65
oo Japan 184 2 68
oo Korea 166 - -
oo Others 660 11 187
4,413 120 2,600
oooooo Interest in jointly controlled
oo companies 316
ooooooo Interest in an associate 30
gooooo Unallocated corporate assets 24
ooo Total assets 2,970
oooo ooo
ooo Capital Total
Turnover expenditure assets
ooooooooooo (In HK$ millions) 2004 2004 2004
oooo Mainland China 958 41 967
oo Hong Kong 838 27 781
aoad Taiwan 707 36 275
ooo Singapore 395 9 100
oo Australia 213 12 66
oo Japan 189 5 64
oo Korea 134 - -
oo Others 569 13 134
4,003 143 2,387
gobooooa Interest in a jointly controlled
RN company 287
ooooooo Interest in an associate 25
gooooo Unallocated corporate assets 18
goa Total assets 2,717

voooooooooooobobOoo
oooooooooooooboDbOon
ooooooboobooooo

GIORDANO INTERNATIONAL LIMITED
0O00D0D0O0o0o0aoao

There is no major disparity in the ratios between turnover and profit
in relation to the above geographical locations, hence no analysis
was presented on profit contributions from the above geographical
locations.

ANNUAL REPORT 2005 O O
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NOTES TO THE FINANCIAL STATEMENTS

gooooooooonoo
December 31, 2005

O 0O o000 OPERATING PROFIT
ooog
(Restated)
oo
Group

ooooooooooo (In HK$ millions) 2005 2004
ooooooo The operating profit is stated

ooooo after charging:
oooooo Amortization of leasehold land

oooao prepayments 8 9
ooooa Auditors’ remuneration 3 3
ooooon Depreciation of property, plant

oooao and equipment 113 103
oooooo Depreciation of investment property 2 -
oooooooon Net loss on disposal of property,

ooooaoo plant and equipment 2 5
oooooo Operating lease rentals in respect

oooooo of land and buildings

oooooon - minimum lease payments 530 448

oooboooo - contingent rent 178 171
ooooooa Provision for obsolete stock and

ooono stock written off 10 11
0000oOooasen Staff costs (Note 8) 614 547
ooooo and after crediting:
oooooooo Net income arising from the

ooooooo temporary transfer of export

quota entitlements - 5

GIORDANO INTERNATIONAL LIMITED
0O 0oooaooaoao
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NOTES TO THE FINANCIAL STATEMENTS

gooooooooooao
December 31, 2005

7. O 0O 0O O 7. FINANCE EXPENSE
oo
Group
ooooooooooo (In HK$ millions) 2005 2004
oooooo Interest on bank loans 1 -
8. 0O O O O 8. STAFF COSTS
0o
Group
ooooooooooo (In HK$ millions) 2005 2004
ooooag Salaries and wages
ooooooboo (including directors’ emoluments) 578 520
oooao Pension cost -
ooooooo defined contribution plans 35 27
oooo Pension cost -
ooopoooao defined benefit plans 1 -
614 547

ooooooooooooobobooo
oooo0ooooooobooooooobao
ooooo0ooboobooooo0oan
oooooooooooooboboon
ooboooooooobobobooooao
ooooo

GIORDANO INTERNATIONAL LIMITED
0O00D0D0O0o0o0aoao

During the year, the unvested benefits utilized by the employers to
reduce the level of contributions was HK$0.02 million (2004: Nil). As
at December 31, 2005, the amounts of the unvested benefits available
to be utilized for the following year was HK$0.05 million (2004:
HK$0.07 million).
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NOTES TO THE FINANCIAL STATEMENTS

goooboobooooao

December 31, 2005

9. DIRECTORS’ AND SENIOR MANAGEMENT’S

EMOLUMENTS

(a) Directors’ emoluments

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

2005 is set out below:

goooo

oo

Employer’s
0000* contribution 2005 2004
0o oo oo Other  to pension 0o 0o
oooo Name of Directors Fees Salaries  Bonuses benefits’  schemes Total Total
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HKS ‘000
o0oo LAU Kwok Kuen, Peter - 2,537 10,188 1,197 19 13,941 15,643
goo FUNG Wing Cheong, Charles - 1,808 - 78 45 1,931 2,191
ooo MAH Chuck On, Bernard - 2,132 1,050 239 12 3,433 2,644
ooo? AU Man Chu, Milton* 215 - - - - 215 230
ooo* Barry John BUTTIFANT* 215 - - - - 215 215
goo* KWONG Ki Chi* 138 - - - - 138 9%
ooo* LEE Peng Fei, Allen” 215 - - - - 215 215
963 6,471 11,238 1,514 76 20,268 21,352

g oooooooo

# oooooooooooooooo
ooo

oooooooooooooboboo

oooooooboao

ANNUAL REPORT 2005 O 0O

*

#

allowances.

Independent non-executive directors.

Other benefits include insurance premium, housing and tax

During the year, Mr. LAU Kwok Kuen, Peter waived part of the
emoluments amounting to HK$3 million.

GIORDANO INTERNATIONAL LIMITED
0O 0oooaooaoao
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NOTES TO THE FINANCIAL STATEMENTS

gooooooooooao
December 31, 2005

9. 0 OO 0O0O0O0O0OO0O0O0OaO0d 9. DIRECTORS’ AND SENIOR MANAGEMENT’S
O ooono EMOLUMENTS (continued)

(@) JOoOoOooOd (a) Directors’ emoluments (continued)
gooo0ooO0ooO0ooOooOoooooo The aggregate amounts of emoluments payable to directors of the
ooooo Company during the year are as follows:
ogoooooooooo (In HK$ millions) 2005 2004
oo Fees 1 1
ooooao Other emoluments:

gooooooooo Basic salaries, housing
gooao allowances, other allowances
ooooo and benefits in kind 8 8
00 Bonuses 11 12
ooooao Pension contributions - -
20 21

(b) OOOCODOCOOO (b) Five highest paid individuals
0O0o0O0o00oDoOoooooooan The five individuals whose emoluments were the highest in the Group
00o000oo0oooooooobooboobooo for the year include three (2004: three) directors whose emoluments
O0Ooo0oooOoOooooooooo are reflected in the analysis presented above. The emoluments
0o00o0oOoOoooooOoOoooOooaO payable to the remaining two (2004: two) individuals during the year
goooooao are as follows:
goooooooooo (In HK$ millions) 2005 2004
gooocoooocoo Basic salaries, housing
ooooao allowances, other allowances
oooooo and benefits in kind 3 3
0o Bonuses - -
ooooao Pension contributions - -

3 3

GIORDANO INTERNATIONAL LIMITED

OoO0DO0oo0o0ao o ANNUAL REPORT 2005 O O
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(b) DODOODODOOO0O0O
0000000000
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NOTES TO THE FINANCIAL STATEMENTS

9. DIRECTORS’ AND SENIOR MANAGEMENT’S

EMOLUMENTS (continued)

(b) Five highest paid individuals (continued)

gooooooooonoo
December 31, 2005

The emoluments of the remaining highest paid individuals fell within

ooooooo the following bands:

oo
oooao Number of individuals
Emolument bands 2005 2004
oo
HK$
1,500,001 - 2,000,000 2 2

10. O O

ooooooooao

10. TAXATION

The charge for taxation in the consolidated profit and loss account

ooood represents:
oooag
(Restated)
oo
Group
ooooooooooo (In HK$ millions) 2005 2004
oooooooo Company and subsidiaries:
ooon Income tax
ooooooo Current income tax
oooooo - Hong Kong profits tax 33 31
ooooag - Overseas taxation 83 62
oooooo (Over)/under provision in
o{@oD)oo previous year
ooooooao - Hong Kong profits tax - 1
oooooo - Overseas taxation (2) (1)
114 93
oooo Withholding tax 3 3
oooo Deferred tax
oooooooo Relating to the origination and
ooooo reversal of temporary differences - 10
oooo Taxation charge 117 106

ANNUAL REPORT 2005 O
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- NOTES TO THE FINANCIAL STATEMENTS

gooooooooooao
December 31, 2005

10. 0 0O OOO 10. TAXATION (continued)

oooooooooooooboDbon
oooooobbooobboooooo
ooao

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

oooo
(Restated)
oo
Group
oooo0oo0o0o0o0o0g (In HK$ millions) 2005 2004
ooooa Profit before taxation
oo0oo0oooOooooo (before share of profit in
oooooooo jointly controlled companies
and an associate) 517 491
oOooooooooo Calculated at a taxation rate of
goooooooooooooooo 17.5% (2004: 17.5%) 91 86
ooooooon Effect of different tax rates in
oo other countries 24
ooopoooao Expenses not deductible for tax purpose 8 7
ooooooooooo Deferred tax assets not recognized 3
ooooooa Income not subject to tax (17) (13)
ogoooooo Utilization of previously unrecognized
ooa tax losses - ©)
ooon Withholding tax 10 17
ogoooooo Over provision in previous year (2) -
ooon Taxation charge 117 106

GIORDANO INTERNATIONAL LIMITED
0O00D0D0O0o0o0aoao
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NOTES TO THE FINANCIAL STATEMENTS

gooooooooonoo
December 31, 2005

10. TAXATION (continued)

The amount of taxation in the balance sheets represents:

oo
Group
ooooooooooo (In HK$ millions) 2005 2004
ooooo Hong Kong profits tax 13 14
oooo Overseas taxation 59 44
72 58

ooooooooooooOoOoOO
oooooooooooOoOoOoOoOo
ooooooOooOoooooooo
oooooooooooOoooobo

Y i |

ooooooOooOoooooooo
ooooboboobooooooonoao
oo

O

ooooooooooooOoOoOO
oooooooooooOoOoOoOoOo
oooooooooooooboboon
oo

O d

1. 00 00 00

ooooooOooOoooooooo
oboooooooobooobboooan
oooooobobbocooooobobD
ooobooboooboooooo

ooooobooooobooooboao

oobboooO0ooooboobooboooo
ooooboobooobbooooo
ooooboooboboOooOooboooooan
ooao

O [ B B |

ANNUAL REPORT 2005 O 0O

The provision for taxation of the Company and its Hong Kong
subsidiaries is calculated by applying the current rate of taxation of
17.5 percent (2004: 17.5 percent) to the estimated assessable profits
earned in or derived from Hong Kong during the year.

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

The Group has a dispute with the tax authority in Taiwan with respect
to tax treatment on certain of the Group’s sales in Taiwan. The
dispute is not expected to have any material impact on the financial
position of the Group.

11. PROFIT ATTRIBUTABLE TO SHAREHOLDERS

Included in the Group’s consolidated profit of HK$406 million (2004:
HK$387 million (restated)), profit attributable to shareholders of the
Company is HK$304 million (2004: HK$691 million (restated)),
including dividends from subsidiaries of HK$300 million (2004:
HK$708 million) which is dealt with in the Company’s own financial
statements.

GIORDANO INTERNATIONAL LIMITED
0O 0oooaooaoao
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NOTES TO THE FINANCIAL STATEMENTS

gooooooooooao
December 31, 2005

12. 0 O 12. DIVIDENDS
(@) DooOOoOOoOOoOad (a) Dividends attributable to the year:
ooooooooooo (In HK$ millions) 2005 2004
00000o0oooooo Interim dividend declared and
oooooooo paid of 4.5 HK cents
dooooooooooooa (2004: 4.0 HK cents) per share 67 58
ooooooobooboobooo Special interim dividend declared
oooooo and paid of 2.0 HK cents
0oo0ooD0ooOoboO0oOoooooo (2004: 1.5 HK cents) per share 30 22
97 80
oo0ooOooooooa Final dividend proposed after
ooooon balance sheet date of 5.0 HK cents
00000000 0oooooooo (2004: 4.5 HK cents) per share 75 65
oo0ooOoOobooOooooo Special final dividend proposed after
oooooooo balance sheet date of 15.0 HK cents
oo0oo0oooooooOoooo (2004 18.0 HK cents) per share 223 189
298 254
395 334
Oo0O0O0o0oooOoOooooooooo At the board meeting held on March 21, 2006, the directors proposed
oooooooooooooboboon final and special final dividends of 5.0 HK cents and 15.0 HK cents
O0O0O00OoOoOoOoooooooood per share respectively. These proposed dividends have not been
00o0obOo0oooOobooboOoobooo recognized as a liability at the balance sheet date.

ooooo

GIORDANO INTERNATIONAL LIMITED
0O00D0D0O0o0o0aoao

ANNUAL REPORT 2005 O O



12. 0 0 O0OODO

() OCODOOOODOOODODOO

12.

vt o
NOTES TO THE FINANCIAL STATEMENTS

gooooooooonoo
December 31, 2005

DIVIDENDS (continued)

(b) Dividends attributable to the previous year, approved

oooooo and paid during the year:
ooooooooooo (In HK$ millions) 2005 2004
go0ooO0ooooOooooooao 2004 final dividend approved and

oooooooo paid of 4.5 HK cents

doooOoooooooooooa (2003: 4.5 HK cents) per share 67 65
o000O0o00ooOo0ooOoooooo 2004 special final dividend approved

oooooooo and paid of 13.0 HK cents

doooO0ooOoooooooooa (2003: 12.0 HK cents) per share 193 173

260 238

13. 0 O O O

oooooooooooooboboo
ooobooooooboboooooan
oobooooooooobonoobooo
oo

oooooooooooooboDboo
oooooooooooooboboo
oobooooboOooobooooan
ooboooooobobobooooooao

voooooooooooobobOoo
oobooooooooooboOoooao
ooboooocooboboooooooo
voooooooooooobobOoo
oooooooooooooboDboo
oooooooooooooboboo
voooooooooooobobOoo
oooooobooboboooooboao
ooooOoooooooooooo
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13.

EARNINGS PER SHARE

The calculations of basic and diluted earnings per share are based
on the consolidated profit attributable to shareholders for the year of
HK$406 million (2004: HK$387 million (restated)).

The basic earnings per share is based on the weighted average of
1,477,470,066 shares (2004: 1,447,184,708 shares) in issue during
the year.

The diluted earnings per share is based on 1,477,470,066 shares
(2004: 1,447,184,708 shares) which is the weighted average number
of shares in issue during the year plus the weighted average of
5,349,946 shares (2004: 17,211,366 shares) deemed to be issued if
all outstanding share options granted under the share option schemes
of the Company had been exercised.

GIORDANO INTERNATIONAL LIMITED
0O 0oooaooaoao
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NOTES TO THE FINANCIAL STATEMENTS

goooboooboooboonn

December 31, 2005

14. 0 0 00O 0O 0O 0OO

14. PROPERTY, PLANT AND EQUIPMENT

oo Group
oooo
gooooo
ooooo
Leasehold
gooo improvements,
oooooo furniture & 0o
Freehold land oo oo office  Motor oo
poooooooooo (In HK$ millions) & building  Buildings  Plant equipment vehicles Total
ooao Cost
00000000D00000 At January 1, 2005 (restated) 38 125 75 619 19 876
oooo Translation difference W] - - (10) - (1)
goooooooo Reclassified to investment property - (101) - - - (101)
0o Additions - - 11 108 1 120
00 Disposals - - (3) (37) 1) (41)
000000000oOoOoOoO At December 31, 2005 37 24 83 680 19 843
oooao Accumulated depreciation
00000000D00000 At January 1, 2005 (restated) 6 10 62 439 13 530
oooo Translation difference - - - U] - W]
goooooooo Reclassified to investment property - (1) - - - (1)
ooooo Charge for the year - 1 5 105 2 113
00 Disposals - - (2) (35) 1) (38)
000000000OoOoOO At December 31, 2005 6 - 65 502 14 587
oooOoooooooooo Net book value at
ooooo December 31, 2005 31 24 18 178 5 256

GIORDANO INTERNATIONAL LIMITED
0O00D0D0O0o0o0aoao
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NOTES TO THE FINANCIAL STATEMENTS

gooooooooonoo
December 31, 2005

14. PROPERTY, PLANT AND EQUIPMENT

oon (continued)
o0 Group
oooo
gooooo
ooooo
Leasehold
o0ooo oooo improvements, oooo
gooooo (Restated) furniture & 00 (Restated)
Freehold land 00 o0 office  Motor o0
poooooooooo (In HK$ millions) & building  Buildings  Plant equipment vehicles Total
ooo Cost
00000000DD0DD0  AtdJanuary 1, 2004 (restated) 36 124 66 548 18 792
oooo Translation difference 2 - - 11 - 13
0o Additions - 1 9 130 3 143
oo Disposals - - - (70) 2 (72)
goooooooooooo At December 31, 2004
oooo (restated) 38 125 75 619 19 876
oooao Accumulated depreciation
00000000DD0DD0  AtJanuary 1, 2004 (restated) 6 7 57 401 13 484
gooo Translation difference - - - 8 - 8
ooooo Charge for the year - 5 93 2 103
0o Disposals - - - (63) 2 (65)
0000000000000 At December 31, 2004
oooo (restated) 6 10 62 439 13 530
0000000000000  Netbook value at
0oooooooo December 31, 2004 (restated) 32 116 13 180 6 346

ANNUAL REPORT 2005 O 0O
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- NOTES TO THE FINANCIAL STATEMENTS

gooooooooooao
December 31, 2005

14. 0 0 0 0 0 0O 0O ODOOO 14. PROPERTY, PLANT AND EQUIPMENT (continued)
oo Group
(@ ODODODDODODOOOODDODDOOO (@) At December 31 of 2005 and 2004, no property, plant and
000O00DoOoOOoOOoOoOoooao equipment was held under finance lease.
000
() DODODODDODODDODODOODO (b) The freehold land and building is situated in Taiwan.
(cg ODODODDOODOOOOODO (c) The analysis of the net book value of buildings is as follows:
0000 oooo
(Restated) (Restated)
oo oo
Group Company
ooooooooooo (In HK$ millions) 2005 2004 2005 2004
ooooo In Hong Kong, held on
oooo - leases of between
ogoooao 10 and 50 years 19 20 10 10
ooooooao Outside Hong Kong, held on
ooon - leases of between
ooooo 10 and 50 years 2 92 - -
oooooooo - leases of over 50 years 3 3 - -
5 95 - -
gooooooo At December 31 24 115 10 10

GIORDANO INTERNATIONAL LIMITED
@ O o0oO0oOOooaooao ANNUAL REPORT 2005 0O O
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NOTES TO THE FINANCIAL STATEMENTS
goooboobooooao

December 31, 2005

14. PROPERTY, PLANT AND EQUIPMENT (continued)

oo Company
gooo
oooooao
ooooo
Leasehold
improvements,
furniture &
o0 office o0
goooooooooo (In HK$ millions) Buildings equipment Total
goa Cost
00o0oooooooooooo At January 1, 2005 (restated)
oooooooooooo and December 31, 2005 11 3 14
ooodo Accumulated depreciation
oooo0DOoOo0oooOoOo At January 1, 2005 (restated)
gooooooooooo and December 31, 2005 1 3 4
00ooo0obooooooon Net book value at
goooao December 31, 2005 10 - 10
oooo
oooooao
ooooo
Leasehold
0000 improvements, oooo
(Restated) furniture &  (Restated)
0o office 00
ooooooooooo (In HK$ millions) Buildings equipment Total
oono Cost
goobooooooao At January 1, 2004 and
doboooooooooo December 31, 2004
oooo (restated) 11 3 14
oooo Accumulated depreciation
oooooooooooooo At January 1, 2004 (restated) 1 2 3
goooo Charge for the year - 1 1
00o0oooooooooao At December 31, 2004
oooo (restated) 1 3 4
00ooo0obooooooon Net book value at
goooao December 31, 2004
oooo (restated) 10 - 10

ANNUAL REPORT 2005 O 0O
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NOTES TO THE FINANCIAL STATEMENTS

gooooooooooao
December 31, 2005

15. 0 O O 0O 15. INVESTMENT PROPERTY
0ooo0oo0o0o0oOoOooOooDoboDOoan During the year, the Group has a property which is held for long-
oooooooooooooboboon term rental yields and not wholly occupied by the Group for use in
O0Ooo0oooOoOooooooooo the production or office purposes. Such property is reclassified from
Oo0O0O0o0oooOoOooooooooo buildings to investment property. The property’s leasehold land portion
ooo0o0oooooooboooodod is classified under leasehold land and rental prepayments under
ooao note 19.

oo
Group

ooooooooooo (In HK$ millions) 2005 2004
ooao Cost
ooooo At January 1 - -
oooooo Reclassified from owner-occupied

ooon property 101 -
oooooooo At December 31 101 -
oooo Accumulated depreciation
goooo At January 1 - -
oooooo Reclassified from owner-occupied

oooao property 11 -
ooooao Charge for the year 2 -
oooooooo At December 31 13 -
ooooooooooooo Net book value at December 31 88 -
000o0ooOoOoOoobooooooo The fair value of the investment property at December 31, 2005 was
O0OoO0oooDOoOoobooooooo assessed by independent professional qualified valuer, Greater China
0o0oo0o0O0oO0OoOooOooooooao Appraisal Limited. Valuation was based on current market value of
000o0ooOoOoOoobooooooo the land and on estimate of the replacement cost of building adjusted
gooocoooooooOooooao for age, condition and functional obsolescence. The total fair value
000000000000 0O000O0o0 of the property, including leasehold land and the building portion,
00oo0oo0oooooooooooao was HK$140 million as at December 31, 2005 (2004: HK$139 million).
goocoooOoooooOooooooon In the profit and loss account, rental income relating to investment
00000000 o0oo0ooooooao property of HK$8 million was included.

oooooobooboooooonoo

@ GIORDANO INTERNATIONAL LIMITED ANNUAL REPORT 2005 0 0O
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NOTES TO THE FINANCIAL STATEMENTS

gooooooooonoo
December 31, 2005

15. 0 0 O O0O0O0O 15. INVESTMENT PROPERTY (continued)
OoOd0O0oO0oOooooooooo The net book value of the investment property is analyzed as follows:
oo
Group
ooooooooooo (In HK$ millions) 2005 2004
ooooooooao Outside Hong Kong, held on lease
oooooo of between 10 and 50 years 88 -
16. 0 0O O O O O 16. INTEREST IN SUBSIDIARIES
0o
Company
ooooooooooo (In HK$ millions) 2005 2004
oooooooooo Unlisted investment (at cost) 898 898
ooopooooo Amounts due from subsidiaries 980 1,020
oooooooo Amounts due to subsidiaries - (100)
O0oo0oooooobooooood As at the balance sheet date of 2005 and 2004, amounts due from/
0po0o0Do0o00oooDooooDoo (to) subsidiaries are non-interest bearing, unsecured and repayable
oooooooao on demand.
Oo0Ooo0oooOoOooooooooo Details of principal subsidiaries are set out in note 32 to the financial
0oo0ooooooooOooooaszd statements on pages 110 to 113.

GIORDANO INTERNATIONAL LIMITED
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NOTES TO THE FINANCIAL STATEMENTS

gooooooooooao
December 31, 2005

17.0 0 O O OO OO

OoooooOoooogooogooo-g

uooooooo
Name of jointly
controlled company

goboooooooooooOoo
gobooooooooooooo
opobooooooooooOoOoo
oooobooooobooooao
ooooboobooboobo
opobooooooooooOoOoo
goboooooooooooOoo
gobooooooooooooo
opobooooooooooOoOoo
oooobooooobooooao
gobooooooooooooo
oooboobooooooonn
oooobooooobooooboao
pooooboooooooooo
oooooono

pooooooooooooog
oooooooooooao

goooooo
Place of
incorporation
and operation

O oo ooooooooogog

17.

uooboboo
Percentage of
equity holding

INTEREST IN JOINTLY CONTROLLED COMPANIES

During the year, the Group made investment in two jointly controlled
companies and reclassified one of its associates as a jointly controlled
company. In prior years, the investment classified as an associate
was accounted for under the equity method. In the current year, the
Group considered that it is more appropriate to classify this
investment as a jointly controlled company commencing from
January 1, 2005 and to recognize its results using the equity method.
This change in classification has no effect on the Group’s results.
The interest in the associate of HK$287 million at December 31,
2004 has been restated as interest in jointly controlled companies
and the share of profit of an associate of HK$23 million for the year
ended December 31, 2004 has been restated as share of profit of
jointly controlled companies.

At December 31, 2005, the Group held shares in the following jointly
controlled companies:

goobooooboo
Issued and fully paid 0ooo

share capital Principal activities

Giordano Corporation
Limited

Higrowth Ventures

Limited British Virgin Islands
oooooooo oo
Cheong Yiu Hong Kong

oooo

oooooo

Enterprises Limited

GIORDANO INTERNATIONAL LIMITED
0O00D0D0O0o0o0aoao

Republic of Korea

2005

49.5

49.0

49.0

2004
49.7 gdobooobooo
goobooooboo
ogoo

1,009,360 common stock of
WONS5,000 each

oooooo
ooooo

Retailing of apparel and
accessories

0 goooAOOO
goooBOO
gooooooooooo
49 Class A and 51 Class B
ordinary shares of US$1 each

oooo
Investment holding

0 gooo oopoooooo
oooooooo Trading of packaging
oooad products
200,000 ordinary shares of
HK$1 each

ANNUAL REPORT 2005 O O
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gooooooooonoo
December 31, 2005

17. 0 0 O O O O O O 17. INTEREST IN JOINTLY CONTROLLED COMPANIES
oon (continued)
O0oo0oooooobooooood The following amounts, representing the Group’s share of the assets,
O0Ooo0oooOoOooooooooo liabilities and results of jointly controlled companies, were included
ooOdoOoOoooooooao in the Group’s balance sheet and consolidated profit and loss
account:
oooag
(Restated)
oo
Group
ooooooooooo (In HK$ millions) 2005 2004
oooo Current assets 251 193
oooo Current liabilities (67) (24)
ooooao Non-current assets 137 120
ooooao Non-current liabilities (5) 2)
oopoooo Share of net assets 316 287
oo Income 564 444
oo Expense (537) (417)
pgoooo Profit before taxation 27 27
oo Taxation (7) (4)
ooooooo Share of profit after taxation 20 23
ooooooooboooo Proportionate interest in jointly
oooooon controlled companies’
operating lease commitments 22 24
oooooooooooooboDbon There are no contingent liabilities relating to the Group’s interest in
oooooooooooooboboon the jointly controlled companies, and no contingent liabilities of the
OoOd0Oooooooooooo companies itself.

ANNUAL REPORT 2005 0 O GIORDANO INTERNATIONAL LIMITED @
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gooooooooooao
December 31, 2005

18. 0O O O O O O

oooooooooooooboDbon
oooooooooboo

gpobooao
Place of
incorporation
and operation

gooooo
Name of associate

18. INTEREST IN AN ASSOCIATE

At December 31, 2005, the Group held shares in the following

associate:

oooOooooo
Percentage of
equity holding

gooooboooo

Issued and fully paid

share capital

ogooo
Principal activities

Giordano Fashions ooo

LL.C. ooooo
United Arab
Emirates

obooobooobooobboobooo

2005 2004

20.0 20.0

goooooo

gooooooono
opooooOoooo
3,000 shares of AED1,000

each

oooooo
ooooo

Retailing of apparel and
accessories

The Group’s interest in its unlisted associate was as follows:

oooo
(Restated)
oo
Group
goooooooooo (In HK$ millions) 2005 2004
00 Assets 39 34
oo Liabilities 9) 9
oooooo Share of net assets 30 25
oo Income 66 58
ooooao Profit before taxation 11 10
oo Taxation - -
ooooooo Share of profit after taxation 11 10

GIORDANO INTERNATIONAL LIMITED
0O00D0D0O0o0o0aoao
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gooooooooonoo
December 31, 2005

19. 0 0 0 00 O0DODD0OO0O0OO0O 19. LEASEHOLD LAND AND RENTAL PREPAYMENTS

oo Group
gooo oo
gooo oo
Leasehold oo
land Rental 0o
prepayments prepayments Total
pooooooooon (In HK$ millions) 2005 2005 2005 2004
oooooo Net book value at
0ooooooo January 1 (restated) 263 79 342 355
gooo Translation difference - 2 2 1
0o Disposal (5) - (5) -
0oooao Amortization for the year 8) (5) (13) (14)
goOooooooo Net book value at
0o0oOooooo December 31 (restated) 250 76 326 342
oooo Current portion (8) (5) (13) (13)
oooo Long-term portion 242 7 313 329
oo Company

oooooobooooooooooao

Leasehold land prepayments of the Company is analyzed as follows:

goooooooooo (In HK$ millions) 2005 2004
ooooon Net book value at

jooooooo January 1 (restated) 176 181
ooooa Amortization for the year (5) 5)
ooooooooao Net book value at

oooooooo December 31 (restated) 171 176
oooo Current portion (5) 5)
oooo Long-term portion 166 171

ANNUAL REPORT 2005 O 0O
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NOTES TO THE FINANCIAL STATEMENTS
gooooooooooao

December 31, 2005

19. 0 0 0 0O OO 0000 a0d 19. LEASEHOLD LAND AND RENTAL PREPAYMENTS
oon (continued)

oooooooooooooboboon
oooooooooooooboDboo
ooooooobooooonoo

Leasehold land prepayments represent prepaid operating lease
payments. The costs are amortized over the leasehold period and
their net book values are analyzed as follows:

oa oo
Group Company
ooooooooooo (In HK$ millions) 2005 2004 2005 2004
ooooooo In Hong Kong, held on
oooo - leases of between
ooooao 10 to 50 years 180 185 171 176
ooooooa Outside Hog Kong, held on
ooon - leases of between
ooooo 10 to 560 years 44 51 - -
oooooooon - leases of over 50 years 26 27 - -

250 263 171 176

20. O O 20. INVENTORIES
0o
Group
ooooooooooo (In HK$ millions) 2005 2004
oo Raw materials 50 51
oooo Work in progress 39 31
ooa Finished goods 280 249
369 331

oooooO0oO0oOoOooooooboon The cost of inventories were recognized as expense and included in
0o0O0o0o0o0oobO0ooOobOoobooooo cost of goods sold amounted to HK$2,170 million (2004: HK$1,968
oooooooooooobooono million).

GIORDANO INTERNATIONAL LIMITED
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gooooooooonoo
December 31, 2005

2.0 0 0O O 000000 21. TRADE AND OTHER RECEIVABLES
oooo
(Restated)
oo oo
Group Company
ooooooooooo (In HK$ millions) 2005 2004 2005 2004
oooo Trade receivables 273 223 - -
Ooooooo LLess: Provision for impairment (10) (10) - -
oooooo Trade receivables — net 263 213 - -
ooOoooooo Other receivables, deposits
pgoooo and prepayments 144 147 3 1
407 360 3 1

voooooooooooobobOoo
oooooooooooooboDboo
oo

oooooobooooooao

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 receivables is as follows:

oo

Group
oooo0oo0o0o0o0o0g (In HK$ millions) 2005 2004
goooo 0 - 30 days 202 147
ooooooan 31 - 60 days 36 50
ooooooo 61 - 90 days 14 10
oooo Over 90 days 11 6
oo Totall 263 213

ooooooooooooobobooo
vooooooooooooboboo
oooooobooooooooo

ANNUAL REPORT 2005 O 0O

The carrying amount of trade receivables are stated approximately
at fair value. There is no concentration of credit risk with respect to
trade receivables as the Group has a large number of internationally
dispersed customers.

GIORDANO INTERNATIONAL LIMITED
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December 31, 2005

22. 0 O 22. SHARE CAPITAL
goooooooooo (In HK$ millions) 2005 2004
oaood Authorized:
oooooo 2,000,000,000 ordinary shares of
o0oooooooo HK$0.05 each 100 100
ooooooooao Issued and fully paid:
oooooOooooooooo 1,489,630,518 ordinary shares
o0ooooooooooon (2004: 1,450,591,518 ordinary
Oo0oOoOooooooooobooo shares) of HK$0.05 each
oooopooooooo 74 73

ooooboboooobooooonoao
ooao

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

gooo
Number of shares
2005 2004

goobooboobOoboooon
oooon
oooo

ooobooobDoo

(@ 0oOOO
0OD00D0000D00D00D0O0OO0O0O
0000000000000 0O0O00
0000000000000 0000
00000000000 000000

O

ooboboooooooooooOoo
coooooOooooobDboan
ooooono

|-
O O

gooo

gooboobooooooooooo
pobobooooooooooooo
ooooono

(b)

OOooOo gd

O

gdd

ooooboboobobooooan
O

(c)

|-

gooooooooboobon

ooboboooooooooooOoo
pobobooooooooooooo
ooboooooboooboooooo

(d)

O o0Oo d

GIORDANO INTERNATIONAL LIMITED
0O00D0D0O0o0o0aoao

(a)

(b)

(c)

(d)

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

1,450,591,518 1,442,198,518
39,039,000 8,393,000

At December 31 1,489,630,518 1,450,591,518

Issue of shares

Pursuant to the share option schemes of the Company, the Company
issued 39,039,000 new ordinary shares of HK$0.05 each in the
capital of the Company to option-holders who exercised their rights
attached to share options during the year.

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

Share option information

A summary of the share option schemes and details of the movement
in share options of the Company during the year are set out on
pages 114 to 119.

Repurchase of shares

During the year, the Company did not repurchase any of its shares.

Shares held by a jointly controlled company

At December 31, 2005, 1,800,000 ordinary shares (2004: 1,800,000
shares) were held by a jointly controlled company.

ANNUAL REPORT 2005 O O
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NOTES TO THE FINANCIAL STATEMENTS

gooooooooonoo
December 31, 2005

23. RESERVES

The reserves of the Group and the Company as at December 31,
2005 are analyzed as follows:

0ooo 0ooo
(Restated) (Restated)
g oo
Group Company

ooooooooooo (In HK$ millions) 2005 2004 2005 2004
oooo Contributed surplus 383 383 540 540
oooooo Capital redemption reserve 3 3 3 3
oooo Share premium 602 489 602 489
ooooo Share options reserve 10 7 10 7
oooo Exchange reserve (30) (32) - -
oooo Other reserves 119 118 - -
oooo Retained profits 663 659 478 575
1,750 1,627 1,633 1,614

ooooooooooo Proposed final and special final
00012(a)d dividends (Note 12(a)) 298 254 298 254
ooo Total reserves 2,048 1,881 1,931 1,868

oooooooooao

(@ DODODO0oODODDODOoOoOooOOOO
oooooobooooooooao

0

0
O
0

() DOODODODOODODOOOOO
oooooooooooooboao
ooooobooooOooobao
ooooobooooooobao

0

0
O
O

(o ODODODDODODOODODOOOOO
oooooooooooooboao
coooboooboooboooan

O
0
0

oooooooobbooooo
oooobooooooboooan
O

ocooooooooono

coooooooo
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Details of other reserves are as follows:

(@)

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

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

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

GIORDANO INTERNATIONAL LIMITED
0O 0oooaooaoao
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December 31, 2005

24. 0 0O 0O O 24. DEFERRED TAXATION
oooooooooooooboDbon
oooobooooobboobbooooo
oooooooboboobooooao

Deferred taxation is calculated in full on temporary differences under
the liability method using a principal taxation rate of 17.5%
(2004: 17.5%).

gooooooooooooodgoao
goodooooOoououooooooo
ooao during the year is as follows:

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

ooooooo/oao Deferred tax (assets)/liabilities

oo oooo
oooo o0ooo

Accelerated Unremitted

0o

oo

poooooooooo (In HK$ millions) tax depreciation profits ~ Others Total
ooo0oo0o0oooo At January 1, 2005 4 73 © 7
ooooo Charged/(credited) to

oopooo profit and loss account (4 7 3 -
oooooo Credited to equity - - 1) (1)
goooooo Reversal of temporary difference

ooooo on withholding tax - 2 - )
goooooOoOooooo At December 31, 2005 - 78 (100 68
gooooooooo At January 1, 2004 5 61 4 62
ooooo Charged/(credited) to

oopooo profit and loss account (1) 14 3 10
oooooo Charged to equity - - 1 1
goooooo Reversal of temporary difference

ooooo on withholding tax - 2) - 2
goooooOoOooooo At December 31, 2004 4 73 6) 71

GIORDANO INTERNATIONAL LIMITED

0o 000000 0a0
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vt o
NOTES TO THE FINANCIAL STATEMENTS

gooooooooonoo
December 31, 2005

24. DEFERRED TAXATION (continued)

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

The Group has unrecognized deferred tax assets of HK$40 million
(2004: HK$38 million) arising mainly from tax losses. These
unrecognized deferred tax assets to the extent of HK$27 million
(2004: HK$25 million) will expire within 2 to 5 years from December
31, 2005. The remaining portion is mainly related to the losses of
subsidiaries in Germany, such tax losses has no expiry date.

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

oo
Group
ooooooooooo (In HK$ millions) 2005 2004
oooooo Deferred tax assets (24) (18)
oooooo Deferred tax liabilities 92 89
68 71

ANNUAL REPORT 2005 O 0O
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gooooooooooao
December 31, 2005

25. 0 0000000000 25. TRADE AND OTHER PAYABLES
oo oo
Group Company
goooooooooo (In HK$ millions) 2005 2004 2005 2004
oooo Trade payables 246 230 - -
oooooo Other payables and
oooo accrued expenses 269 244 2 2
515 474 2 2
ooo0O0oOoOoooooooag The ageing analysis of trade payables is as follows:
oo
Group
goooooooooo (In HK$ millions) 2005 2004
ooooa 0 - 30 days 192 190
ooooooao 31 - 60 days 40 24
goooogoo 61 - 90 days 8
oooo Over 90 days 6
0o Total 246 230
26. 0 O O O O 26. NET CURRENT ASSETS
oo0OoO0oooOoOoooOoOooooo The Group’s net current assets, defined as current assets less current
0o0oOoooDoooooooao liabilities, amounted to HK$1,029 million and HK$861 million (restated)
Oo0ooOooOoOoOOoOOoOOoOOoOOoO0OoO0Ooao in 2005 and 2004 respectively. The Company’s net current assets
00D0D0DO0oo0ooDoDOoDOoooDoao was HK$931 and HK$862 million (restated) in 2005 and 2004
goooooboooocooooooao respectively.
doo0oO0ooOooooooooooOao
0J0o0ooO0o0oDoOooooooooao
gooooboooood
27. 0 0O OO 0O0OD0O0O0OOO 27. TOTAL ASSETS LESS CURRENT LIABILITIES
gooO0oooocoooooooooao The Group’s total assets less current liabilities amounted to HK$2,307
gooooOoooooooooooo million and HK$2,122 million in 2005 and 2004 respectively. The
oooooooooooooboboon Company'’s total assets less current liabilities was HK$2,005 million
0O0000o0oo0oooooOoooooaon in 2005 compared with HK$1,941 million in 2004.
Joo0O00oOoOoOooOooooooao
gooooooooooooogoao
oa
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NOTES TO THE FINANCIAL STATEMENTS
gooooooooonoo

December 31, 2005

ANALYSIS OF BALANCES OF CASH AND CASH
EQUIVALENTS

oo
Group
ooooooooooo (In HK$ millions) 2005 2004
ooooooo Cash and bank balances 903 752
go0oooOoooooooo Deduct: Bank deposits with
Ooo0oooooao maturity over three
months from date of
deposits (3) 3)
900 749
ooooooa Bank loans and overdrafts (76) (63)
oooooooooo Net cash and cash equivalents 824 686

oooooooooooooboboo
oooobooooboobbooooo
oobooooO0oobooooboboooooan
ooao

goooobod

() ODoooOOooDOoOooOoooooo
ocoooboooooboonoan
coooobooobooooooao
coooboboooooooooboao

29.

Included in the cash and bank balances of the Group are cash and
bank balances totaling HK$290 million (2004: HK$258 million)
denominated in Renminbi.

COMMITMENTS

Commitments under operating leases

(i) At December 31, 2005, the Group and the Company had future
aggregate minimum lease charges payable under non-
cancelable operating leases in respect of retail shops, office
premises, factories and warehouses as set out below:

00
oa oo
Group Company
ooooooooooo (In HK$ millions) 2005 2004 2005 2004
ooad Within one year 507 470 4 1
ooooooo After one year but
within five years 613 573 5 -
oooo Over five years 43 20 - -
1,163 1,063 9 1

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

GIORDANO INTERNATIONAL LIMITED
0O 0oooaooaoao
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December 31, 2005

29. 0 ODOOO

oooooooooo

() 0OO0OODOOODODOODOO
coooboboooooooooboao
ocoooobooooooooobao
coooooboobbooo

29.

COMMITMENTS (continued)

Commitments under operating leases (continued)

(i) At December 31, 2005, the Group and the Company had future
aggregate minimum lease income receivable under non-

cancelable operating leases in respect of retail shops, office

premises and factories as set out below:

oag oo
Group Company
ooooooooooo (In HK$ millions) 2005 2004 2005 2004
ood Within one year 25 20 17 14
ooooooo After one year but
within five years 26 40 10 24
51 60 27 38

30,0 O OO

oooooooooooooboboo
voooooooooooobobOoo

30.

CONTINGENT LIABILITIES

At December 31, 2005, the Group and the Company had contingent
liabilities not included in the financial statements in respect of the

oooooo following:
oa oo
Group Company
ooooooooooo (In HK$ millions) 2005 2004 2005 2004
ooooooooao Bank guarantees in lieu of
ooooao rental and utility deposits 9 9 - -
oOooOoopboboooao Bank guarantee in respect of
ooo0ooooooo rental deposit of a tenant of
a wholly-owned subsidiary - - 4 5
9 9 4 5

GIORDANO INTERNATIONAL LIMITED
0O00D0D0O0o0o0aoao
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31.

L} " H

NOTES TO THE FINANCIAL STATEMENTS
gooooooooonoo

December 31, 2005

MATERIAL RELATED PARTIES TRANSACTIONS

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

oo
Group
ooooooooooo (In HK$ millions) 2005 2004
oooo Sales to:
oooooo a jointly controlled company 169 148
oooo an associate 148 115
317 263
ooon Purchases from:
oooooo jointly controlled companies 105 -

ooooobobooooooobon

Amounts due from these related parties at December 31 were:

oo

Group
ooooooooooo (In HK$ millions) 2005 2004
oooooo Jointly controlled companies 17 6
oooo An associate 10 11

oooooooooooooboDboo
oooooooooooooboboo
ooooooboooooonoan

ANNUAL REPORT 2005 O 0O

At December 31, 2005, the above amounts due from jointly controlled
companies and an associate were reflected in trade and other
receivables.

GIORDANO INTERNATIONAL LIMITED
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December 31, 2005

32. 0 0O OO O O 32. PRINCIPAL SUBSIDIARIES

oooooooooooooboDbon
ooooooooao

The following is a list of the principal subsidiaries of the Company as
at December 31, 2005:

ooooo oooooooo
ooooo ooooooo
oooo Effective Issued and fully paid oooo/oooDo
oooooo Place of percentage of share capital Principal activities/
Name of subsidiary incorporation equity holding or registered capital place of operation
2005 2004
goooooo: 0o 100 100 oooo oooooo
Bluestar Exchange Hong Kong oooopoooo goooo/oo
Limited * oooo Retailing of apparel
3,000,000 ordinary and accessories/
shares of HK$1 each Hong Kong
oooooooooo* OO 100 100 ooooo oooooooooo
Bluestar Exchange Hong Kong oooopoooo goooo/oo
Worldwide Limited” oood Retail and wholesale
650,000 ordinary of apparel and
shares of HK$1 each accessories/Taiwan
East Jean Limited* oo 100 100 godgd oooooo
Hong Kong oooooooo goooo/oo
gooad Retailing of apparel
100,000 ordinary and accessories/
shares of HK$10 each Taiwan
oooooooooo 0o 100 - oooooao oo/oo
oooor Macau MOP100,000 Trading/Macau
G & B Sourcing Macao
Commercial Offshore
Limited*
Giordano (Australia) oo 79 79 oooad oooooo
Pty. Limited* Australia ooooooo goooo/oo
gooad Retailing of apparel

GIORDANO INTERNATIONAL LIMITED
0O00D0D0O0o0o0aoao

700,000 ordinary
shares of AUD1 each

ANNUAL REPORT 2005 O O
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Name of subsidiary

32. 0 O OO DO ODOO

gooao
Place of
incorporation

vt o

NOTES TO THE FINANCIAL STATEMENTS

goooboobooooao

December 31, 2005

32. PRINCIPAL SUBSIDIARIES (continued)

ooodoa

oooboo

Effective
percentage of
equity holding

uooooooo
goooooo
Issued and fully paid
share capital

or registered capital

oooo/mooon
Principal activities/
place of operation

Giordano (Japan)
Limited”

goooooor
Giordano Limited*

Giordano (M) Sdn. Bha.

goooooooo:
Giordano (Macau)
Limited *

Giordano Originals
(Singapore) Private
Limited

ad
Japan

oo
Hong Kong

good
Malaysia

oo
Macau

gon
Singapore

ANNUAL REPORT 2005 O 0O

2005

100

100

100

100

100

2004

100

100

100

100

100

gooooo
gooooooo
gooo

1,020 ordinary shares
of JPY50,000 each

ooao
goooooooo
gooo

50,000 ordinary

shares of HK$100 each

goooo
gdobooobooo
gooo

350,000 ordinary
shares of RM1 each

gooooo
goooooooo
MOP50,000

represented by 2 quotas

gooooooao
gooboooboo
gooo

1,900,002 ordinary
shares of S$1 each

gooooadg
ooooo/oo
Retailing of apparel
and accessories/
Japan

goooooo
ooooooo/oo
Retail and distribution
of apparel and
accessories/Hong Kong

goooooo
gooOo/oooo
Retailing of apparel
and accessories/
Malaysia

gooooadg
ooooo/oo
Retailing of apparel
and accessories/
Macau

goboooobooo
ooooo/ooo
Retailing and trading
of apparel and
accessories/Singapore

GIORDANO INTERNATIONAL LIMITED
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December 31, 2005

32. 0 O OO DO ODOO

32. PRINCIPAL SUBSIDIARIES (continued)

ooooo oooopoooo
ooooo ooooooo
oooo Effective Issued and fully paid oooo/mooon
oooooo Place of percentage of share capital Principal activities/
Name of subsidiary incorporation equity holding or registered capital place of operation
2005 2004
Giordano (Thai) oo 100 100 oooo gooooooooo
Co., Ltd. * Thailand ooooooo ooooo/oo
goooad Retail and wholesale
1,000,000 ordinary of apparel and
shares of THB10 each accessories/Thailand
gooooooo aad 51 51 ogd goooooao
oooo- Hong Kong ooooobooo oooooo/oo
Gloss Mind Apparel oooo Trading of apparel
(Hong Kong) Limited* 2 ordinary shares products and providing
of HK$1 each apparel services/
Hong Kong
PT. Giordano Indonesia* 00 40 40 ogpoooag ooooOoooooo
Indonesia 0oooopoooooo 0o0po0oOoooo/oo
oooo Retailing of apparel,
1,500 ordinary shares accessories and related
of IDR1,000,000 each products/Indonesia
oooooo oooo 100 100 0ooopooooooo oooooooooo
oooooooo Mainland China RMB15,100,000 ooooooogy
Shenzhen Tiger oooo
Garment Ltd.* (Note) Investment holding,
manufacturing and
retailing of apparel
and accessories/
Mainland China
ooo ooooooooooooooo Note: Shenzhen Tiger Garment Ltd. is a sino-foreign co-operative joint

ooooooo venture.
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oooooo
Name of subsidiary

ooodoa

oooboo
oooo Effective
Place of percentage of

incorporation equity holding

vt o

NOTES TO THE FINANCIAL STATEMENTS

gooooooooonoo
December 31, 2005

32. PRINCIPAL SUBSIDIARIES (continued)

uooooooo
goooooo
Issued and fully paid
share capital

or registered capital

oooo/oooo
Principal activities/
place of operation

goboboooo
Tiger Enterprises
Limited

Walton International

Ltd.”

*oooooo

33.0 00000

oooooooooboooooao
ooooooobooobooo

2005 2004
oo 100 100
Hong Kong
oooo 100 100

Cayman Islands

*

ooo oooo/jmoooon
oooooooo Investment holding/
ooooooooao Mainland China
gooooood

gooooooo

1,000 ordinary shares
of HK$1 each,
60,000,000 non-voting
deferred shares of
HK$1 each

goooao
goooooao
oooo

102 ordinary shares of
US$1 each

goboboodg
Licensing of trademarks

subsidiaries held indirectly

33. APPROVAL OF FINANCIAL STATEMENTS

ANNUAL REPORT 2005 O 0O

The financial statements were approved by the board of directors on
March 21, 2006.
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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

M (@

(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

(i) 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

(i) (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.

ANNUAL REPORT 2005 O O
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(3)

(4)

()

(6)

SHARE OPTION INFORMATION

Maximum number of shares

As at March 21, 2006, the maximum number of shares available for
issue is 104,314,851, representing approximately seven percent of
the issued share capital of the Company.

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
canceled, 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.

GIORDANO INTERNATIONAL LIMITED
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(7)

(8)

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;

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

(i) the nominal amount of a share.

The remaining life of the Scheme

The Scheme remains in force until January 24, 2012.

ANNUAL REPORT 2005 O O
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SHARE OPTION INFORMATION

MOVEMENT OF SHARE OPTIONS

During the year, no share option was granted pursuant to the Share
Option Scheme and movements in the number of share options are set

ooooo out below:
ooooo
Number of share options
ooooo  oOoOO0 00000 OOooooo
0ooooo 00 00 00/00 0000000
goooooo Granted  Exercised  Canceled/ ooo ooooo
ooooo Balance as at during during lapsed during Balance as at  Exercise price oooo ood
Eligible person 01/01/2005 the year the year theyear  12/31/2005 per share  Date of grant Exercisable period
0o oojojoo oojojoo
HK$  (MM/DD/YYYY) (MM/DD/YYYY)
0o
Director
ooo 15,000,000 - 15,000,000 - - 2.600 08/24/11995  02/24/1996 - 06/28/2005
LAU Kwok Kuen, Peter 10,000,000 - 10,000,000 - - 2.830 05/07/1996  05/07/1999 - 05/28/2005
25,000,000 - 25,000,000 - -
0oo 300,000 - 300,000 - - 4.460 07/08/2000  07/08/2001 - 06/28/2005
FUNG Wing Cheong, Charles 300,000 - 300,000 - - 4,460 07/08/2000  07/08/2002 - 05/28/2005
300,000 - 300,000 - - 4,460 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 4,650 04/08/2002  04/08/2004 - 04/07/2012
1,668,000 - - - 1,668,000 4,650 04/08/2002  04/08/2005 - 04/07/2012
5,900,000 - 900,000 - 5,000,000
0oo 300,000 - 300,000 - - 4.460 07/08/2000  07/08/2001 - 06/28/2005
MAH Chuck On, Bemard 300,000 - 300,000 - - 4,460 07/08/2000  07/08/2002 - 05/28/2005
300,000 - 300,000 - - 4,460 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 4,650 04/08/2002  04/08/2004 - 04/07/2012
1,668,000 - - - 1,668,000 4,650 04/08/2002  04/08/2005 - 04/07/2012
5,900,000 - 900,000 - 5,000,000
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MOVEMENT OF SHARE OPTIONS (continued)

goooo
Number of share options
goooo  0o0o0O0 00000 OoOoooso
oooooo 00 oo 00/00 0000000
ooooooo Granted  Exercised  Canceled/ o0oo goooo

goooo Balance as at during during lapsed during Balance as at  Exercise price 0ooo ooo
Eligible person 01/01/2005 the year the year theyear  12/31/2005 per share  Date of grant Exercisable period
0o oo/moo oo/moo
HKS  (MM/DD/YYYY) (MM/DD/YYYY)
oooooo 760,000 - 220,000 540,000 - 2150 06/30/1995 05/30/1998 - 05/28/2005
Continuous Contract 1,800,000 - 1,800,000 - - 3.190 08/04/1996 09/04/1996 - 05/28/2005
Employees 1,540,000 - 1,540,000 - - 0878 12/05/1997 12/05/2000 - 05/28/2005
300,000 - 300,000 - - 0.692 02/24/1999 02/24/2002 - 05/28/2005
300,000 - 300,000 - - 4,460 07/08/2000 07/08/2001 - 05/28/2005
200,000 - 200,000 - - 4,460 07/08/2000 07/08/2002 - 05/28/2005
200,000 - 200,000 - - 4.460 07/08/2000 07/08/2003 - 05/28/2005
1,290,000 - 1,210,000 80,000 - 3728 02/07/2001 02/07/2004 - 05/28/2005
200,000 - 200,000 - - 3.384 (4/26/2001 04/26/2004 - 05/28/2005
1,493,000 - 1,433,000 60,000 - 3108 08/31/2001 08/31/2003 - 05/28/2005
3,484,000 - 1,038,000 282,000 2,164,000 4,650 04/08/2002 04/08/2003 - 04/07/2012
3,484,000 - 832,000 270,000 2,382,000 4,650 (4/08/2002 04/08/2004 - 04/07/2012
3,856,000 - 856,000 344,000 2,696,000 4,650 04/08/2002 04/08/2005 - 04/07/2012
666,000 - - - 666,000 2.795 02/05/2003 02/05/2004 - 02/04/2013
832,000 - - - 832,000 2.79 02/05/2003 02/05/2005 - 02/04/2013
836,000 - - - 836,000 2.79 02/05/2003 02/05/2006 - 02/04/2013
66,000 - 66,000 - - 2.625 08/31/2003 03/31/2005 - 03/30/2013
68,000 - - 68,000 - 2.625 08/31/2003 03/31/2006 - 03/30/2013
200,000 - 200,000 - - 2.200 06/02/2003 06/02/2005 - 05/01/2013
200,000 - - - 200,000 2.200 05/02/2003 05/02/2006 - 05/01/2013
1,146,000 - 512,000 66,000 568,000 2.650 06/10/2003 06/10/2004 - 06/09/2013
1,924,000 - 958,000 188,000 778,000 2.650 06/10/2003 06/10/2005 - 06/09/2013
2,422,000 - - 362,000 2,060,000 2.650 06/10/2003 06/10/2006 - 06/09/2013
148,000 - 64,000 - 84,000 2.785 (8/20/2003 08/20/2004 - 08/19/2013
8,000 - - - 8,000 2.185 08/20/2003 08/20/2005 - 08/19/2013
8,000 - - - 8,000 2.785 (8/20/2003 08/20/2006 - 08/19/2013
90,000 - 52,000 - 38,000 3.300 09/19/2003 09/19/2004 - 09/18/2013
122,000 - 26,000 16,000 80,000 3.300 09/19/2003 09/19/2005 - 09/18/2013
132,000 - - 36,000 96,000 3.300 09/19/2003 09/19/2006 - 09/18/2013
198,000 - 66,000 - 132,000 4,150 01/27/2004 01/27/2005 - 01/26/2014
198,000 - - - 198,000 4,150 01/27/2004 01/27/2006 - 01/26/2014
204,000 - - - 204,000 4,150 01/27/2004 01/27/2007 - 01/26/2014
1,314,000 - 166,000 66,000 1,082,000 4,500 06/16/2004 06/16/2005 - 06/15/2014
1,338,000 - - 66,000 1,272,000 4,500 06/16/2004 06/16/2006 - 06/15/2014
1,348,000 - - 68,000 1,280,000 4,500 06/16/2004 06/16/2007 - 06/15/2014
10,000 - - - 10,000 4,850 07/07/2004 07/07/2005 - 07/06/2014
10,000 - - - 10,000 4,850 07/07/2004 07/07/2006 - 07/06/2014
10,000 - - - 10,000 4,850 07/07/2004 07/07/2007 - 07/06/2014
28,000 - - - 28,000 4,235 08/17/2004 08/17/2005 - 08/16/2014
34,000 - - - 34,000 4,235 08/17/2004 08/17/2006 - 08/16/2014
1,000,000 - - - 1,000,000 4,305 09/30/2004 09/30/2004 - 09/29/2014
434,000 - - - 434,000 4,875 12/30/2004 12/30/2004 - 12/29/2014

33,901,000 - 12239000 2,512,000 19,150,000
0o 1,840,000 - - 60,000 1,780,000 4,150 01/27/2004 01/27/2005 - 01/26/2014
Others 2,100,000 - - 40,000 2,060,000 4975 12/29/2004 12/29/2004 - 12/28/2014

3,940,000 - - 100,000 3,840,000

0o
Total 74,641,000 - 39,039,000 2,612,000 32,990,000

GIORDANO INTERNATIONAL LIMITED
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SHARE OPTION INFORMATION

MOVEMENT OF SHARE OPTIONS (continued)

Notes:

The weighted average closing prices of the shares immediately before
the date on which the options were exercised by the Directors and the
Continuous Contract Employees were HK$5.70 and HK$5.47 respectively.

The market value per share as at December 31, 2005 was HK$4.35.

As no share option was granted by the Company during the year, thus
the estimation of fair value of share options granted was not applicable.
For share options granted under share option scheme of the Company,
the fair value of the options shall be estimated by applying the Black-
Scholes option pricing model, taking into account a number of factors
such as the exercise price, the life of the option, the market price and
volatility of the underlying shares, and the risk-free interest rate for the
expected life of the option. The Model is developed to estimate the fair
value of publicly traded options that have no vesting restrictions and are
fully transferable. In addition, it 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.

GIORDANO INTERNATIONAL LIMITED
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NOTICE IS HEREBY GIVEN that the annual general meeting of Giordano
International Limited (“Company”) will be held at Block B, 3rd Floor, Tin
On Industrial Building, 777-779 Cheung Sha Wan Road, Kowloon, Hong
Kong on Tuesday, May 9, 2006 at 9:30 a.m. for the following purposes:

As ordinary business:

1. To receive and consider the audited consolidated financial statements

and the reports of the directors and auditors for the year ended

December 31, 2005;

2. To declare a final dividend for the year ended December 31, 2005;

3. To declare a special final dividend for the year ended December 31,

2005;

4. To re-elect retiring directors;

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

remuneration;

As special business:

6. To consider and, if thought fit, pass, with or without modifications,
the following resolution as an Ordinary Resolution:

“THAT:

() a general mandate be and is hereby unconditionally given to
the directors of the Company during the Relevant Period to
allot, issue or otherwise deal with additional shares in the capital
of the Company and to make or grant offers, agreements and
options which might require the exercise of such power, subject

to the following conditions:

ANNUAL REPORT 2005 O O
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such mandate shall not extend beyond the Relevant Period
save that the directors of the Company may during the
Relevant Period make or grant offers, agreements and
options which might require the exercise of such powers
at any time during or after the end of the Relevant Period;
and

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 (ii) 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 (iii) 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

GIORDANO INTERNATIONAL LIMITED
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(1)

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;

(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.

“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).”;
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To consider and, if thought fit, pass, with or without modifications,

the following resolution as an Ordinary Resolution:

“THAT:

(1)

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 (“Listing Rules”) on The Stock Exchange of
Hong Kong Limited (“Stock Exchange”) or of any other

applicable stock exchange; and

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;

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

the revocation or variation of the authority given under
this Resolution by an ordinary resolution of the

shareholders of the Company in general meeting.”;

GIORDANO INTERNATIONAL LIMITED
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To consider and, if thought fit, pass, with or without modifications,

the following resolution as an Ordinary Resolution:

“THAT subject to the passing of the above resolutions numbered
6 and 7, the general mandate granted to the directors of the
Company to allot, issue, 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 allotted, issued 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.”; and

To consider and, if thought fit, pass, with or without modifications,

the following resolution as a Special Resolution:
“THAT the Bye-Laws of the Company be amended as follows:
() by deleting existing Bye-Law 96(A)(vi) in its entirety and

substituting therefor the following new Bye-Law 96(A)(vi):

“(vi) if he shall be removed from office by an Ordinary Resolution
of the Company under Bye-Law 103(A).”;
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by deleting the first sentence of existing Bye-Law 98 and

substituting therefor the following sentence:

“At each annual general meeting one-third of the Directors (other
than the Chairman or Managing Director) for the time being, or,
if their number is not three or a multiple of three, then the
number nearest to but not exceeding one-third, shall retire from
office by rotation provided that every Director (other than the
Chairman or Managing Director) including those appointed for
a specific term shall be subject to retirement by rotation at

least once every three years.”;

by deleting existing Bye-Law 101(B) in its entirety and
substituting therefor the following new Bye-Law 101(B):

“(B) The Board shall have power from time to time and at any
time to appoint any person as a Director either to fill a
casual vacancy or as an addition to the Board but so that
the number of Directors so appointed shall not exceed
the maximum number determined from time to time by
the shareholders in general meeting. Any Director (other
than the Chairman or the Managing Director) so appointed
shall hold office only until the next following general
meeting of the Company (in the case of filling a casual
vacancy) or until the next following annual general meeting
of the Company (in the case of an addition to their number)
after his appointment and shall be subject to re-election
by shareholders provided that any Director who so retires
shall not be taken into account in determining which
particular Director or the number of Directors who are to

retire by rotation at such meeting.”; and

GIORDANO INTERNATIONAL LIMITED
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(IV) by deleting the first sentence of existing Bye-Law 103(A) and
substituting therefor the following sentence:

“103(A) The Company may by Ordinary Resolution remove
any Director (including a Managing Director or other
Executive Director) before the expiration of his period
of office notwithstanding anything in these Bye-Laws
or in any agreement between the Company and such
Director (but without prejudice to any claim which
such Director may have for damages for any breach
of any contract between him and the Company) and
may elect another person in his stead.”.”

By order of the Board
YIU Yuen Wah, Christiana
Company Secretary

Hong Kong, March 31, 2006
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NOTICE OF ANNUAL GENERAL MEETING

Notes:

(i

(iii)

(iv)

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.

To be valid, a form of proxy together with the power of attorney or other
authority (if any) under which it is signed or a notarially certified copy of
that power of attorney or authority must be deposited at the Company’s
branch share registrars in Hong Kong, Abacus Share Registrars Limited,
at 26th Floor, Tesbury Centre, 28 Queen’s Road East, Hong Kong, not
less than 48 hours before the time appointed for holding the meeting

and any adjourned meeting.

The Register of Members of the Company will be closed from Thursday,
May 4, 2006 to Tuesday, May 9, 2006, both days inclusive, during
which period no transfer of shares will be registered. In order to qualify
for the proposed final and special final dividends (which will be payable
on or about Monday, May 15, 2006), all transfer 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 26th Floor, Tesbury Centre, 28 Queen’s Road East, Hong Kong, for
registration no later than 4:30 p.m. on Wednesday, May 3, 2006.

In relation to the above resolutions numbered 6 and 7, approval is being
sought from shareholders for a general mandate to be given to the

directors to allot new shares and to repurchase shares of the Company.

In relation to the above resolution numbered 8, approval is being sought
from shareholders for an extension of the general mandate sought to be
granted to the directors of the Company to allot shares by adding to it
the number of shares which shall have been repurchased under the

authority granted pursuant to resolution numbered 7 of this notice.

GIORDANO INTERNATIONAL LIMITED
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(vi)

(vii)

(viii)

(ix)

In relation to the above resolution numbered 9, the purpose of this item
is to bring the Company’s Bye-Laws in line with certain code provisions
of the Code on Corporate Governance Practices published by the Stock
Exchange governing the retirement of directors of a company and the
amendment of the Listing Rules on the resolution relating to the removal

of directors.

The Bye-Laws are written in English and there is no official Chinese
translation in respect thereof. Therefore, the Chinese translation of
resolution numbered 9 above on the amendments to the Bye-Laws is
for reference only. Should there be any discrepancies, the English version

shall prevail.

An Explanatory Statement which contains important information
concerning the above resolutions numbered 7 and 9 is appended to the

annual report.

Pursuant to Bye-Law 70 of the Bye-Laws, a poll may be demanded by:
(a) the chairman of such meeting; (b) at least three shareholders present
in person or in the case of a shareholder being a corporation by its duly
authorized representative or by proxy for the time being entitled to vote
at the meeting; (c) a shareholder or shareholders present in person or in
the case of a shareholder being a corporation by its duly authorized
representative or by proxy and representing not less than one-tenth of
the total voting rights of all shareholders having the right to vote at the
meeting; or (d) a shareholder or shareholders present in person or in the
case of a shareholder being a corporation by its duly authorized
representative or by proxy and holding shares conferring a right to vote
at the meeting being shares on which an aggregate sum has been paid
up equal to not less than one-tenth of the total sum paid up on all

shares conferring that right.
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EXPLANATORY STATEMENT

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.

M

SHARE REPURCHASE MANDATE

The following is the explanatory statement, as required by the Rules
Governing the Listing of Securities (“Listing Rules”) on The Stock
Exchange of Hong Kong Limited (“Stock Exchange”), to provide
information to shareholders of Giordano International Limited
(“Company”) for their consideration of the proposed granting of a
general mandate to the Company’s directors (“Directors”) to
repurchase shares of the Company (“Share Repurchase Mandate”).
The Share Repurchase Mandate, upon obtaining shareholders’
approval at the Company’s annual general meeting to be held on
May 9, 2006 (“2006 Annual General Meeting”), gives a general
authority to the Directors to repurchase, at any time until the next
annual general meeting of the Company or such earlier period as
stated in the relevant resolution, the issued and fully paid-up ordinary
shares of HK$0.05 each in the capital of the Company (“Shares”),
up to a maximum of ten percent of its issued share capital at the
date of passing of the relevant resolution.

(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 passing of the resolution to approve the
granting to the Directors the Share Repurchase Mandate. As at
March 21, 2006, being the latest practicable date prior to the
printing of this annual report (“Latest Practicable Date”), the
number of Shares in issue was 1,489,720,518 Shares. Subject
to the passing of the proposed resolution for approving the
Share Repurchase Mandate and on the basis that no further
Shares are issued or repurchased by the Company prior to the
date of the 2006 Annual General Meeting, the Company would
be allowed under the Share Repurchase Mandate to repurchase
up to a limit of 148,972,051 Shares.

GIORDANO INTERNATIONAL LIMITED
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(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 benefit
the Company and its shareholders.

Funding of Repurchases

Repurchases must be funded out of funds legally available for
such purposes in accordance with the laws of Bermuda and
the Memorandum of Association and 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 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, 2005, 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.
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(D) OO (D) Share Prices

oobooooooboboooooobo
ooooobobooooao

The highest and lowest prices per Share at which Shares have
traded on the Stock Exchange in each of the previous twelve
months were as follows:

oo oo
Highest Lowest
oo oo
HK$ HK$
goooo 2005
oo March 5.350 4.800
oo April 6.100 5.150
0o May 5.500 5.000
00O June 5.750 5.100
oo July 5.950 5.050
oo August 5.950 5.150
oo September 5.400 4.650
oo October 5.450 4.350
ooo November 4.750 4.225
ooo December 4.725 4175
goooo 2006
oo January 4.600 4.100
oo February 4.600 4.100
() ODOOO (E) General Information

ooooooooobooooooo
ooobboobOoooobobon
oobobbooooobooboooooo
ooooobooooboobooon

There are no Directors or (to the best of the knowledge of the
Directors, having made all reasonable enquiries) any associates
(as defined in the Listing Rules) of the Directors who have a
present intention to sell Shares to the Company in the event
that the Share Repurchase Mandate is granted by shareholders.

00D00000oOo0oOooooao The Directors have undertaken to the Stock Exchange to

oobbooooooboooooon
oobooooooboooooon
oooooboobooooo

ooooooooobooooooo
ooobbbooooobboboooooo
oobooooooboooooon
ooooooooobooooooo
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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.

No connected person of the Company (as defined in the Listing
Rules) has 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.

GIORDANO INTERNATIONAL LIMITED
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ooboooooobooooooobo During the six months prior to the Latest Practicable Date, the
O00oOooooooobooooo Company had not repurchased any of the Shares whether on
ooao the Stock Exchange or otherwise.

O0bOD0oO0o0oOooooOooooobo If a shareholder’s proportionate interest in the voting rights of
0o0ooDoO0oO0ooOobooooan the Company increases on the Company exercising its powers
000D0O0O0ooooooooooao to repurchase Shares pursuant to the Share Repurchase
goo0o0oo0ooOomoooooOo Mandate, such increase will be treated as an acquisition for the
00D0O00oOooooOoooooo purposes of Rule 32 of the Hong Kong Code of Takeovers and
000D0O00ooooooooooao Mergers (“Takeovers Code”). As a result, a shareholder or a
O0bOD0oO0o0oOooooOooooobo group of shareholders acting in concert could obtain or
00o0O0ooOooOooooooo consolidate control of the Company and become obliged to
ooooooooo make a mandatory offer in accordance with Rules 26 and 32 of

the Takeovers Code.

oooooooooooooooo The interests or short positions of the following shareholders in
O0000000000DooXxvo the shares or underlying shares of the Company which have
0o00o00oOoooooooooao been disclosed to the Company, at the Latest Practicable Date,
oooboobooooooooboboo pursuant to Divisions 2 and 3 of Part XV of the Securities and
000D00O0ooooooooooao Futures Ordinance (“SFQ”) and have been recorded in the
00o0O0ooOooOooooooo register kept by the Company pursuant to section 336 of the
oooooooooooooooo SFO; together with the respective total interests would be
O0bOD0oO0o0oOooooOooooobo increased in the event that the Directors exercise in full the
ooo Share Repurchase Mandate:
ooooo
goopoooo
ooooooao

Approximate
percentage of

00O interests if

ooooo the Share

Approximate Repurchase

oo oooo percentage Mandate is
Name No. of shares of interests exercised in full
Aberdeen Asset Management Plc and its associates 225,401,000 15.13% 16.81%
Harris Associates L.P. 209,719,800 14.08% 15.64%
JPMorgan Chase & Co. 178,230,682 11.96% 13.29%
Matthews International Capital Management, LLC 134,937,000 9.06% 10.06%
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Accordingly, the Directors are not aware of any consequences
which may arise under the Takeovers Code as a result of any
repurchase made under the Share Repurchase Mandate.

(I) AMENDMENTS TO THE BYE-LAWS OF THE COMPANY

On January 1, 2005, the Listing Rules were amended by the Stock
Exchange, among others, by replacing the Code of Best Practice in
Appendix 14 by a new Code on Corporate Governance Practices
(“CG Code”). In addition, on March 1, 2006, there were certain
amendments to the Listing Rules, inter alia, including that, otherwise
provided by law, the Directors may be removed by an ordinary
resolution instead of a special resolution in general meeting (“New
Amendment”).

To bring the constitution of the Company in alignment with certain
code provisions of the CG Code and the New Amendment, the
Directors proposed to amend the Company’s Bye-Laws so that
(i) every Director, other than the Chairman and the Managing Director
but including those appointed for a specific term, shall be subject to
retirement by rotation at least once every three years; (i) any new
Directors (other than the Chairman and the Managing Director)
appointed by the Board shall be subject to re-election by shareholders
at the next following general meeting of the Company (in the case of
filling a casual vacancy) or at the next following annual general
meeting of the Company (in the case of an addition to their number)
after their appointments; and (iii) the Company may by ordinary
resolution instead of special resolution at a general meeting remove
any Director before his period of office has expired. Details of the
proposed amendments are set out under item 9 of the Notice of
Annual General Meeting.

GIORDANO INTERNATIONAL LIMITED
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In accordance with the Bye-Laws of the Company, Mr. Mah Chuck On,
Bernard and Dr. Lee Peng Fei, Allen, Directors of the Company, will retire
from office at the 2006 annual general meeting and will offer themselves
for re-election. The following are the brief biographical particulars of each
of these Directors for the shareholders’ information:

Mr. MAH Chuck On, Bernard (Executive Director), aged 56, joined the
Group in 1996 and was appointed to the current position of the Company
on June 14, 1999. Mr. Mah is also the Executive Chairman of the Group’s
operations in Mainland China, Group Executive Director — Global Business
Development and director of certain subsidiaries of the Group. He
graduated from the University of Alberta in Canada with a bachelor degree
in Business Administration and is a member of the Canadian Institute of
Chartered Accountants. Prior to joining the Group, Mr. Mah had gained
extensive experience in industrial and commercial investment sectors and
had held senior government positions in accounting and auditing in Canada
for 15 years.

Mr. Mah did not hold any directorships in other listed company in the last
three years. He does not have any relationship with any directors, senior
management or substantial shareholders of the Company. There is no
information which is discloseable nor is/was Mr. Mah involved in any of
the matters required to be disclosed pursuant to any of the requirements
of the provisions under paragraphs 13.51(2)(h) to 13.51(2)(v) of the Rules
Governing the Listing of Securities (“Listing Rules”) on The Stock Exchange
of Hong Kong Limited (“Stock Exchange”), and there is no other matter
which needs to be brought to the attention of the shareholders of the
Company. As at March 21, 2006, apart from holding 1,619,086 shares
and an interest in the options to subscribe for 5,000,000 shares of the
Company (in aggregate representing about 0.44% of the existing issued
share capital of the Company), Mr. Mah does not have any other interests
in the shares of the Company within the meaning of Part XV of the
Securities and Futures Ordinance.

ANNUAL REPORT 2005 O O



Y 7 S % & " C D

INFORMATION OF RETIRING DIRECTORS PROPOSED TO BE RE-ELECTED

ooobooobooooooboooboooboon
oboobooobooooboooboooboobon
coooooooboobooboobobobobbooo
oboobooobooooboooboooboobon
coooooooboobooboobobobobbooo
oboobooobooooboooboooboobon
ooobooobooooooboooboooboon
ooo

ooo0oooo0Jooooonoono
gooooo0ooooooooooooooo
goooooOoooooooooooobooon
gooooo0ooooooooooooooo
goooooOoooooooooooobooon
gooooououooooooouoooo
oooooooooboDooooao
ITE (Holdings) LimitedD0 D DD OO0ODODOO
goooooooooooooooobooon
goooo0oooooooooooooobooo
ooooooooooooooooooooo
gdooo0oooooUuooooooooooo
goooooooooooooooobooon
oooooooo

ooobooboooooobooboooboon
obooboooboobooboobobooboobon
ooooo

ANNUAL REPORT 2005 O 0O

There is no service contract entered into between the Company and
Mr. Mah; however, he has an agreement with a subsidiary, which is
terminable by either party by giving to the other not less than three
months’ notice in writing. He is subject to retirement by rotation and re-
election in accordance with the Bye-Laws of the Company. His annual
salary together with a guaranteed bonus amounts to approximately
HK$2,632,000. He is eligible to receive a discretionary bonus and also
entitled to other benefits in kind, participation in a provident fund scheme
and quarters provided by the Group.

Dr. LEE Peng Fei, Allen, JP, (Independent Non-executive Director), aged
65, joined the Company on September 10, 1999. He is also a member of
the Audit Committee and the Compensation Committee of the Company.
He holds an honorary degree of Doctor of Engineering from The Hong
Kong Polytechnic University and an honorary degree of Doctor of Laws
from The Chinese University of Hong Kong. Dr. Lee is currently an
independent non-executive director of AMS Public Transport Holdings
Limited, ITE (Holdings) Limited, Playmates Holdings Limited, Sam Woo
Holdings Limited, VXL Capital Limited and Wang On Group Limited, the
shares of all of which are listed on the Stock Exchange. He was also a
non-executive director of Vertex Communications & Technology Group
Limited and an independent non-executive director of Interchina Holdings
Company Limited during the period from March 2002 to March 2005 and
March 2002 to February 2006 respectively, both of which are listed
companies in Hong Kong.

Dr. Lee is a deputy of Hong Kong SAR, the 9th and 10th National People’s

Congress, PRC. He has taken an active role in public service.
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Dr. Lee does not have any relationship with any directors, senior
management or substantial shareholders of the Company nor hold any
other position with the Company and other members of the Group. There
is no information which is discloseable nor is/was Dr. Lee involved in any
of the matters required to be disclosed pursuant to any of the requirements
of the provisions under paragraphs 13.51(2)(h) to 13.51(2)(v) of the Listing
Rules, and there is no other matter which needs to be brought to the
attention of the shareholders of the Company. As at March 21, 2006, he
does not have any interests in the shares of the Company within the
meaning of Part XV of the Securities and Futures Ordinance.

There is no service contract entered into between the Company and
Dr. Lee. He is appointed for a specific term of one year and subject to
retirement by rotation and re-election pursuant to the Bye-Laws of the
Company. He is also entitled to receive an annual director’s fee of
HK$275,000.
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