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GIORDANO INTERNATIONAL LIMITED

NOTES TO THE CONDENSED FINANCIAL STATEMENTS

Basis of preparation

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

These condensed interim financial statements should be read in
conjunction with the 2005 annual financial statements.

The accounting policies and methods of computation used in the
preparation of these condensed interim financial statements are consistent
with those used in the annual financial statements for the year ended
December 31, 2005 except for the adoption of new and revised HKASs
and HKFRSs which are effective for accounting periods beginning on or
after January 1, 2006 as set out below:

HKAS 39 Amendment The Fair Value Option
HKAS 39 & HKFRS 4 Financial Guarantee Contracts
Amendments

HKFRS Interpretation 4 Determining whether an Arrangement
contains a Lease

The adoption of the above new and revised accounting standards has
no material impact on the Group’s balance sheet and profit and loss
account.

Certain new standards, amendments and interpretations to existing
standards have been published that are relevant to the Group’s business
and are mandatory for the Group’s accounting periods beginning on or
after January 1, 2007 or later periods. The Group has not early adopted
these new standards, amendments and interpretations for the period
ended June 30, 2006.
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GIORDANO INTERNATIONAL LIMITED

Turnover and segment information

An analysis of the Group’s turnover and operating profit by business
segments is as follows:

BEAA=tHILAEA
Six months ended June 30

2006 2005

e A KSRl

EER Operating HERE Operating

(UESHETAEM) (In HKS millions) Turnover profit Turnover profit

TERDH Retail and distribution 1,869 164 1,953 214
KEKE SR Garment trading and

B3 manufacturing 480 20 520 32

W D EEHEE Less: Inter-segment sales (328) - (321) -

2,021 184 2,152 246

The geographical segments of the Group's turnover are as follows:

BEAA=1tHILAERA
Six months ended June 30

(KBS BETAEN) (In HK$ millions) 2006 2005
=N Mainland China 496 474
BB Hong Kong 451 462
ag Taiwan 346 391
N Singapore 192 208
M Australia 110 112
SN Japan 63 96
i Korea 91 90
Hib Others 272 319

2,021 2,162
FEE—Pig Operating profit

KEBENEHER/GIA) TSR :

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

BZAA=1tHIXERA
Six months ended June 30

(BB HBTREN) (In HK$ millions) 2006 2005
METHE N Amortization of leasehold land

RIEE prepayments 4 4
ME - HER Depreciation of property,

HETE plant and equipment 53 58
REWMETE Depreciation of investment property 1 1
REIESHATE Fair value gain on forward foreign

& exchange contracts - (1)
HEME  HER Net loss on disposal of property,

FE2FEE plant and equipment 1 _
MEFELEELTEFE Provision for obsolete stock and

Hish/ (B E) stock write-off/(write-back) 10 (1)

2 2 X F 4 B R 5 9
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GIORDANO INTERNATIONAL LIMITED

MEEA Finance expense
BEXA=THILEARER
Six months ended June 30
(ULEBEBETAEN) (In HK$ millions) 2006 2005
RITERF B Interest on bank loans 1 _
BiE Taxation

ERNGHEBEE_ET R AFAA=THL
NERAZ EERBEFNRED 2T+ 5
ﬂ(_77£¢ BoZTHER) 2BE
i E /’i’il\mlﬁﬂ?ﬂlﬁ EMEER 2
MEAE -

Hong Kong profits tax is calculated at the rate of 17.5 percent
(2005: 17.5 percent) on the estimated assessable profits for the six
months ended June 30, 2006. Overseas taxation is calculated at the
rates applicable in the respective jurisdictions.

BZAA=1+HIAEA
Six months ended June 30

(BB BB TRE[) (In HK$ millions) 2006 2005
ARARMELR : Company and subsidiaries:
FiBsiE Income tax
REE TS HIIE Current income tax
— BENEH — Hong Kong profits tax 1 15
— BINFIE — Overseas taxation 23 40
B 1 HAfE 2 B g Over provision in previous period
— EEFER — Hong Kong profits tax (1 2)
— BIRE — Overseas taxation (1) (1)
32 52
M@ wiE Withholding tax 4 4
EESE Deferred tax
MREEEER Relating to the origination and
ZITERER reversal of temporary differences 2 2
HiEXLH Taxation charge 38 58
HZE ERFEANA=THIENERZES Share of jointly controlled companies’ Hong Kong and overseas
pas H;I %\J RAZEABRBINHED A taxation for the six months ended June 30, 2006 of HK$1 million

E%ﬁ%—ﬁxt%ﬁ(_vdii ﬁéﬁz EF%?L)
) EBRERELR HT %‘J Tmﬁ?’F'JZW °

BE_ZTRER-_ETRFAAA=TAHL
ANEA BELREERNTERIAERE -

AKEALEAENBHEREBEASEE
BEBCAETHECHERE - BHLHR
TeUAKREIHBEMRNBEEATE -

(2005: HK$1 million) and HK$1 million (2005: HK$3 million)
respectively are included in the share of profit of jointly controlled
companies.

No profits tax provision has been made in the accounts of an associate
for the six months ended June 30, 2006 and 2005.

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.
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(a)

GIORDANO INTERNATIONAL LIMITED

Dividends
REBAF RS (a) Interim dividends attributable to the period:
BEEAA=tHLL<EA
Six months ended June 30
(KBS EETAREN) (In HK$ millions) 2006 2005
REEHREM Interim dividend declared
Z PR B after balance sheet date
BB MBI of 4.5 HK cents
(ZZZRE : BRAEBEERWL) (2005: 4.5 HK cents) per share 67 67
REEH®RSEM Special interim dividend declared
2RI EIRR B after balance sheet date
BREE (L of 2.0 HK cents
(ZZZRF : FRAB (L) (2005: 2.0 HK cents) per share 30 30
97 97

RZEERFNAZFTHARTZE
E2gnl EESMREPHRE
AR B 9 Bl AT ROB E m e Al
RAEB - tEREEEEEAL
BERBEE -

&
B

BRE-—FE INAHABERX
BN

At the board meeting held on August 24, 2006, the directors
declared interim and special interim dividends of 4.5 HK cents and
2.0 HK cents per share respectively. These dividends are not
recognized as a liability at the balance sheet date.

Dividends attributable to the previous year, approved and paid
during the period:

BEAA=1tHIEAEA
Six months ended June 30

(KB EETRERL) (In HK$ millions) 2006 2005
EHERKEZ _TTRFRERE 2005 final dividend approved

FREE R and paid of 5.0 HK cents

(ZZ2TWF - FREBTEE R (2004: 4.5 HK cents) per share 75 67
ERERKE, _ZZT0F 2005 special final dividend

R Rl R B AR B approved and paid

BRAB—ARI of 15.0 HK cents

(ZZ2TWF - FREBE—AZ) (2004: 13.0 HK cents) per share 223 193

298 260

PAUREE: ST I 11
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BRER

BRERAREFRAN D ZEHNBRENS
HEEMEB-—EBAT—BERL(ZF
FThE B -—RBNA\TLEEL)FE -

SREARFDEBE-TEAEA
A=THIEAEANSETRE 2N
FERBTRENTAENATBATNE
B(Z2ZTRF: tREAFRA=T
mE—FAB=TLB)HE -

BEREBERNDEHRE_TTAER
A=tTBLERNBEAREEHTKRG ZM
BEFORBETORANTAEBNTEN
TNER(ZZEZRF  TEEXRTH
B=tHRE&-—ThBE-TER)MER
BREBBEARABREFIRLEZME
ATEBRBEEETEMBETZRN
ZMEFHRE-—BAT-—BAT=
BATAKR(ZZEZRF  RAO0+A
BTMNBE-TER)FE -

GIORDANO INTERNATIONAL LIMITED

Earnings per share

The calculations of basic and diluted earnings per share are
based on the consolidated profit attributable to shareholders for
the period of HK$151 million (2005: HK$187 million).

The basic earnings per share is based on the weighted average
of 1,489,809,800 shares (2005: 1,465,341,927 shares) in issue
during the six months ended June 30, 2006.

The diluted earnings per share is based on 1,489,809,800 shares
(2005: 1,465,341,927 shares) which is the weighted average
number of shares in issue during the six months ended June 30,
2006 plus the weighted average of 1,915,366 shares (2005: 6,450,417
shares) deemed to be issued if all outstanding share options
granted under the share option scheme of the Company had
been exercised.

M MBRRE Property, plant and equipment
AA=+R +ZA=+—H
June 30 December 31
(KNEEBZETREN) (In HK$ millions) 2006 2005
By RmFE Opening net book value 256 346
BhEERE Translation difference 3 4)
NE Additions 45 120
& Disposals 2 (3)
ENOBEREME Reclassified to investment property - (90)
e Depreciation (53) (113)
R ERmFE Closing net book value 249 256
Interim Report 2006
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10.

A

GIORDANO INTERNATIONAL LIMITED

REWE 9. Investment property
RA=+HA +ZA=+—H
June 30 December 31
(LERBEBTREM) (In HK$ millions) 2006 2005
B9 RmFE Opening net book value 88 -
e RmEL Reclassified from owner-occupied
EFHE property - 90
neE Depreciation (1) (2)
HRZEREFE Closing net book value 87 88

AEERE-DEERAUBRFEH
AEEZHERELESIRAERRE
R-_ZTZLFA ZNERETEHD
BEREWE -

The Group has a property which is held for long-term rental
yields and not wholly occupied by the Group for use in the production
or office purposes. In 2005, such property was reclassified from
buildings to investment property.

HE+THREASEMNKE 10. Leasehold land and rental prepayments
AE L He &5t
BARE BARE Total
Leasehold land Rental ~A=+H +ZA=+—H
prepayments prepayments June 30 December 31
(UEEFETTAEMN) (In HK$ milions) 2006 2006 2006 2005
M9z BREFE Opening net book value 250 76 326 342
BhEERE Translation difference 1 1 2 2
NE Additions - 4 4 _
& Disposals - - - (5)
5 Amortization @) 3) @ (13)
HRZREFE Closing net book value 247 78 325 326
KE D Current portion (8) (6) (14) (13)
REE D Long-term portion 239 72 311 313

T N F 7 OB K &

13
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11.

12.

14

GIORDANO INTERNATIONAL LIMITED

FE Ut BR FX & H fth FE =R 11. Trade and other receivables
~NA=+tR +=-A=+—~H
June 30 December 31
(NEEBETREN) (In HK$ millions) 2006 2005
& s BR 3K Trade receivables 230 273
o R EEE Less: Provision for impairment (10) (10)
FEW R FOFE Trade receivables — net 220 263
HMEWR - 5T2 Other receivables, deposits
REM A and prepayments 168 144
388 407
BREERERREEN  NEBEERE Other than cash and credit card sales, the Group normally allows an

RTHETEEZEPFHATHEERES -
AT REEERRZREDT

average credit period of 60 days to its trade customers.

The ageing analysis of trade receivables is as follows:

RA=+HA +=ZA=1+—H
June 30 December 31
(NEEBETREN) (In HK$ millions) 2006 2005
Tz =+H 0- 30 days 131 202
=f+—Z,~1H 31-60 days 54 36
AT—EZNTH 61-90 days 13 14
BN+ H Over 90 days 22 11
220 263
;&N 12. Share capital

4 & B L&
(BRAR1DEA (In HK$ millions, Number Share
UWEKBEETREN) except number of shares) of shares capital
RZEERF—A—H At January 1, 2006 1,489,630,518 74

R REM Issue of shares pursuant to
BIIZ2RN exercise of share options 632,000 -
RZZZRENA=TH At June 30, 2006 1,490,262,518 74

REA - ARAERHARBAD RN
ZEBRETEMAL - REIR - BATE
ZEREBEEDHINE =T =E=1
TERBRIBREERIZA -

RZBEREANA=1+H —£FAE4
NAFBEARB —BNTERLTBREN
(ZEZERF+-RA=+—H: —@Nt+
2% -

During the period, the Company has not granted any options to
subscribe for share of the Company. Movements in the number of
the outstanding share options during the period is set out on pages 33

to 35 under the heading of “Share Option Information”.

At June 30, 2006, 1,800,000 ordinary shares (December 31, 2005:
1,800,000 shares) were held by a jointly controlled company.

Interim

Report

2006
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14.

GIORDANO INTERNATIONAL LIMITED

13. BERRRR E MBS 13. Trade and other payables
RA=+HA +ZA=+—H
June 30 December 31
(LERBEBTREM) (In HK$ millions) 2006 2005
JE T BR X Trade payables 196 246
Hi R AR Other payables and
& & A accrued expenses 241 269
437 515
UTHEENERRZRER DT The ageing analysis of trade payables is as follows:
RA=+H +ZA=+—H
June 30 December 31
(LERBEBTREM) (In HK$ millions) 2006 2005
Tz =+H 0- 30 days 149 192
=f+—Z,~1H 31-60 days 27 40
AT—EZNTH 61-90 days 9 8
BN+ H Over 90 days 1 6
196 246
EZEBE 14. Deferred taxation
ERERBERBABEINEEEEZEKER Deferred taxation is calculated in full on temporary differences
BEBHZTEHA(ZEERE - BHZ under the liability method using a principal taxation rate of 17.5%
TR EREEE - (2005: 17.5%).
AEBERMANEEHBEEERBRACE The movement in the Group’s deferred tax assets and liabilities
B (ER—#HmE 2 &R RED BT (prior to offsetting of balances within the same taxation jurisdiction)
during the period is as follows:
~A=TH +-A=+—H
June 30 December 31
(NEEBZETRENMN) (In HK$ millions) 2006 2005
HR Y 4 81 Opening balance 68 71
BEEE Translation difference 4 -
REZERPIX Charged to profit and loss account 2 -
REZFREA Credited to equity - (1)
BEOMAREZ Reversal of temporary difference
TEHER on withholding tax 2 (2)
HR # 8R Closing balance 72 68
2 2 X F B B ® & 15
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14.

GIORDANO INTERNATIONAL LIMITED

Deferred taxation (continued)

Net deferred tax balance of HK$72 million (December 31, 2005:
HK$68 million) is analyzed as follows:

~A=t+H +-A=+—H
June 30 December 31

(NEEBETREN) (In HK$ millions) 2006 2005
REHEEE Deferred tax assets (27) (24)
EEREEE Deferred tax liabilities 99 92

72 68

15. RERBEEEATFZIN 15. Analysis of balances of cash and cash equivalents
AB=1H
June 30
(NEEBZETRENMN) (In HK$ millions) 2006 2005
Re RR1THER Cash and bank balances 678 727
W ERBER=EAMNE Deduct: Bank deposits with maturity
B H 2 SR1T over three months
EHFH from date of deposits (7)) )
676 725
RITER Bank loans (72) (80)
RehBeEEET Cash and cash equivalents 604 645

16. EEABHRADEBRERDEE

AEER-_ZEENFANAZ+THERZ
EERE+ A+ B ZEEAEN
wRBABELIRABE-+t-RBAT=
BELMBEE -_+=ZBZLtEEL A%
BR-_ZTERNFAAZTAR-_ZEZTRF
TZA=+—BZERDEE ARPE
ENRTBHERE) 2 BB NLELR
BE+E-_ThEET -

16

16.

Total assets less current liabilities and net current assets

The Group’s total assets less current liabilities amounted to
HK$2,193 million and HK$2,307 million at June 30, 2006 and
December 31, 2005 respectively. The Group’s net current assets,
defined as current assets less current liabilities, amounted to
HK$900 million and HK$1,029 million at June 30, 2006 and December
31, 2005 respectively.

Interim Report 2006
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17. &I

(a) HEHEZEE

GIORDANO INTERNATIONAL LIMITED

17. Commitments

(@) Commitments under operating leases

() RZEZEREXA=+AH & (i) At June 30, 2006, the Group had future aggregate
SERTEEH  HAE T minimum lease charges payable under non-cancelable
BEERE TR RKREE 2 operating leases in respect of retail shops, office premises,
REMENZFEENTHEEER factories and warehouses as set out below:
mE

ARA=Z+H TZA=+—H

June 30 December 31

(UEEEBETAEN) (In HK$ millions) 2006 2005

—FR Within one year 519 507
—FREAFRA After one year but

within five years 628 613

FFHE Over five years 42 43

1,189 1,163

(iy RZFEZREXA=1+AH & (i) At June 30, 2006, the Group had future aggregate

EERTEEHRIRZ A
RARBEZRERENTE

minimum lease income receivable under non-cancelable
operating leases in respect of retail shops and factories

EWHER AT : as set out below:
AREtHE tZA=+—H
June 30 December 31
(KWEEBETREN) (In HK$ millions) 2006 2005
—FR Within one year 27 25
—FRERFRA After one year but
within five years 15 26
42 51
(b) EAREIE (b) Capital commitments
RZZEERFANA=Z1TH £EEE At June 30, 2008, the Group had the following capital commitments:
T2 BRAHE
~A=+8A tZA=+—H
June 30 December 31
(WEKBETREN) (In HK$ millions) 2006 2005
EENBERER Contracted but not provided for 4 -
EREERED Authorized but not contracted for 5 -
9 _

17
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19.
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RITEZEHINES N 2R EAENOT -

18.

GIORDANO INTERNATIONAL LIMITED

Derivative financial instruments

At June 30, 2006, the total notional amount of outstanding forward
foreign exchange contracts to which the Group has committed are
as follows:

XB=t+R t-A=+-"

June 30 December 31
(NEBBEBTRENL) (In HK$ millions) 2006 2005
RHEINES D Forward foreign exchange contracts 37 -

ERIERNLRFEZEER_TE
NENA=ZTHOREBR=1TE T -
MEHBIIERNLRFEZREN -F
FAIFANAZTHAREE LT
BT %eBOIRBERFIARNEE
BERAZTHEREE -

M

HREE

RZZZEREAA=ZTH KEEBEUT
TEAREMBHERAZIREE

19.

The fair value loss of the forward foreign exchange contracts at
June 30, 2006 is estimated to be approximately HK$0.3 million
whereas the fair value gain at June 30, 2005 was estimated
to be approximately HK$0.7 million. These amounts are based on
market values of equivalent instruments at the balance sheet date.

Contingent liabilities

At June 30, 2006, the Group had contingent liabilities not included
in the financial statements in respect of the following:

AB=+tH +tZA=+—8

June 30 December 31

(LB aETREN) (In HK$ millions) 2006 2005
REEERKERS Bank guarantees in lieu of

2 RITEIR rental and utility deposits 10 9

Interim Report 2006
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20.

EEZERBALIXRS

RER - EFTINBLAIE-—REBFER
BIREARZH AR R Mg RRETE
FHEGRRS - BHZERFHHAN
T

GIORDANO INTERNATIONAL LIMITED

20. Material related parties transactions

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

BZAA=1tHILAEA
Six months ended June 30

(KB ETAEN) (In HK$ millions) 2006 2005
HEELG Sales to;
HE TS A A jointly controlled companies 89 94
AN an associate 64 61
153 155
BEg Purchases from:
HRZEH QA jointly controlled companies 122 52
HekBAB Rental income from:

— KR ZEHAE

& Wi B8 Bt )

a jointly controlled company 5 3

Amounts due from these related parties are:

AXB=+A t-A=f-H

June 30 December 31

(BB BB TAEN) (In HK$ millions) 2006 2005
R HI A A Jointly controlled companies 19 17
— Bt & QA An associate 20 10

FEUR A |2 KRR A7) o — B & A B R

BERBREBERERREECEERK -

The above amounts due from jointly controlled companies and an
associate are reflected in trade and other receivables.
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