Lifestyle International Holdings Limited X #& Ef f% 55 [ 75 R 2 &

for the year ended 31st December, 2004

Group reorganisation and basis of Presentation of financial
statements

The Company was incorporated as an exempted company with limited liability
in the Cayman Islands on 29th December, 2003 under the Companies Law,
Cap. 22 (Law 3 of 1961, as consolidated and revised) of the Cayman Islands.
The first director’s meeting of the Company was not held until 5th January
2004 in which 1 share was issued and allotted. Accordingly, the Company
has not prepared a balance sheet as at 31st December 2003. The Company’s
ultimate holding company is Real Reward Limited (“Real Reward"”), a company
incorporated in the Cayman Islands.

The Company acts as an investment holding company. The principal activities
of its principal subsidiaries are the operation of retailing business and
property investment.

Pursuant to a group reorganisation (the “Group Reorganisation”) to rationalise
the structure of the Group in preparation for the listing of the Company’s
shares on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”),
the Company became the holding company of the Group on 26th March,
2004. Details of the Group Reorganisation are set out in the prospectus issued
by the Company dated 31st March, 2004 (the “Prospectus”).

Dealing of the shares of the Company on the Stock Exchange commenced
on 15th April, 2004.

The Group resulting from the Group Reorganisation is regarded as a continuing
entity. Accordingly, the consolidated financial statements of the Group for
the year ended 31st December, 2004 have been prepared on a merger
accounting basis in accordance with Statement of Standard Accounting
Practice (“SSAP") 27 "Accounting for Group Reconstructions” issued by the
Hong Kong Institute of Certified Public Accountants (the “HKICPA™).

Significant accounting policies

The financial information has been prepared under the historical cost
convention, as modified for the revaluation of investment properties and in
accordance with the accounting principles generally accepted in Hong Kong.

Revenue recognition
Sales of goods are recognised when goods are sold and title has been passed.

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

Services income is recognised when services are rendered.
Rental income including rentals invoiced in advance from properties under
operating leases, are recognised on a straight-line basis over the terms of the

relevant lease.

Interest income is accrued on a time proportion basis by reference to the
principal outstanding and at the interest rate applicable.

Notes to the Financial Statements B #& 3R FE[iEE

BHE-ZZENF+-_A=+t—-HILFE

EEEARYE TR S HREE

ARRBR_ZE=F+=-A=-+NAREHS
HEEHERERTE(—AA—FE=M &
H—RiEs]) EHSHETMRZ 2 EREER
ARPAARRZZEENF—ARAFRITENR
EEReH WETREZE1RRG Bt A2
AERER ST =F+_A=1+—RZEE
BEXR RHASHSFMAZReal Reward
Limited ([Real Reward]) BZANAE] Z HAIERRA
e

AARAREER AR EEEMBAR R
EBRRETERBERYERE

RERBHEARFBRNNEBHERZMERA
Al (B3P ]) EATETERASEER S
,%H:r%l (EmzA]) AR Téfy TE=H
T RBEKAREEZERAT -FHEEER
HBCHRARBMTEASRAS—TTNF=A
=t+t—RAZERERE ([ERERZ])-

RN “RTEP A+ BER PR

ﬁ‘ﬁ“éjféf’

SEBARKINNEERE RS ELE TR
Bt AEERE—TTNF+—A=+—HI
FEZEEUBRRDVIBEBEEESFINAE
([EEgstimag]) Bz astEHER (g
SHEREN) F275% [ERSESEEN ST EE
A AR e EERSL

=B EHIE

ﬁﬂ“ﬁﬂﬁ@ﬂgﬁfﬁﬁf Bl (BEREHIREDY
%{/Eﬁ DT) LiRRE //j\uzlgn EE\U%%O

s R
B ERNE M E N REEREE R R

FrRFEMEHE ARG REH & H B mir iR

BRAS AT TR A AR A B FE e o
He WA BIERE %&%Tﬂ@ﬁ%ﬂ%%ZﬁHﬁﬂﬁ
BEE WA EHMNERARER

MBUWATIZE R EER S SSE RN R IZH L
IR E -




Annual Report 2004 —ZZPUF F IR

21

for the year ended 31st December, 2004

Significant accounting policies (continued)

Investment properties

Investment properties are completed properties which are held for their
investment potential, any rental income being negotiated at arm’s length.

Investment properties are stated at their open market value based on
professional valuation at the balance sheet date. Any revaluation increase or
decrease arising on the revaluation of investment properties is credited or
charged to the investment property revaluation reserve unless the balance on
this reserve is insufficient to cover a revaluation decrease, in which case the
excess of the revaluation decrease over the balance on the investment property
revaluation reserves is charged to the income statement. Where a decrease
has previously been charged to the income statement and a revaluation
increase subsequently arises, this increase is credited to the income statement
to the extent of the decrease previously charged.

On disposal of an investment property, the balance on the investment property
revaluation reserve attributable to that property is transferred to the
income statement.

No depreciation is provided on investment properties except where the
unexpired terms is 20 years or less.

Property, plant and equipment
Property, plant and equipment are stated at cost less depreciation and
accumulated impairment losses.

Depreciation is provided to write off the cost of items of property, plant and
equipment over their estimated useful lives, using the straight-line method,
at the following rates per annum:

Leasehold land Over the lease terms
Buildings 2.5%

Leasehold improvements Over the shorter of the lease terms,

or 20%
Plant and machinery 10%
Furniture, fixtures and equipment 20%
Motor vehicles 20%

Assets held under finance leases are depreciated over their estimated useful
lives on the same basis as owned assets, or where shorter, the term of leases.

The gain or loss arising from disposal or retirement of an asset is determined
as the difference between the sale proceeds and the carrying amount of the
asset and is recognised in the income statement.
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Notes to the Financial Statements B/ #& 3R 3% Mis:

Significant accounting policies (continued)

Impairment

At each balance sheet date, the Group reviews the carrying amounts of its
assets to determine whether there is any indication that those assets have
suffered an impairment loss. If the recoverable amount of an asset is estimated
to be less than its carrying amount, the carrying amount of the asset is reduced
to its recoverable amount. Impairment loss is recognised as an expense
immediately.

Where an impairment loss subsequent reverses, the carrying amount of the
asset is increased to the revised estimate of its recoverable amount, but so
that the increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss been recognised
for the asset in prior years. A reversal of an impairment loss is recognised as
income immediately.

Lease

Leases are classified as finance leases when the terms of the lease transfer
substantially all the risks and rewards of ownership of the assets concerned
to the Group. Assets held under finance leases are capitalised at their fair
values at the date of acquisition. The corresponding liability to the lessor, net
of interest charges, is included in the balance sheet as a finance lease obligation.
Finance costs, which represent the difference between the total leasing
commitments and the fair value of the assets acquired, are charged to the
income statement over the period of the relevant lease so as to produce a
constant periodic rate of charge on the remaining balance of the obligations
for each accounting period.

All other leases are classified as operating leases and the annual rentals are
charged to the income statement on a straight-line basis over the terms of
the relevant lease.

Inventories

Inventories, which represent merchandise held for resale, are stated at the
lower of cost and net realisable value. The cost of merchandise is determined
by the retail method and is computed by reference to the retail selling price of
goods less the average gross profit margins. Net realisable value represents
the estimated selling price in the ordinary course of business less the estimated
costs necessary to make the sale.

Taxation
Income tax expense represents the sum of the tax currently payable and
deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit
differs from net profit as reported in the income statements because it excludes
items of income and expense that are taxable or deductible in other years,
and it further excludes income statement items that are never taxable and
deductible.
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for the year ended 31st December, 2004

Significant accounting policies (continued)

Taxation (continued)

Deferred tax is the tax expected to be payable or recoverable on differences
between the carrying amounts of assets and liabilities in the financial
statements and the corresponding tax bases used in the computation of taxable
profit, and is accounted for using the balance sheet liability method. Deferred
tax liabilities are generally recognised for all taxable temporary differences,
and deferred tax assets are recognised to the extent that it is probable that
taxable profits will be available against which deductible temporary differences
can be utilised. Such assets and liabilities are not recognised if the temporary
difference arises from goodwill (or negative goodwill) or from the initial
recognition (other than in a business combination) of other assets and liabilities
in a transaction that affects neither the tax profit nor the accounting profit.

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

The carrying amount of deferred tax assets is reviewed at each balance sheet
date and reduced to the extent that it is no longer probable that sufficient
taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the
period when the liability is settled or the asset realised. Deferred tax is charged
or credited in the income statement, except when it relates to items charged
or credited directly to equity, in which case the deferred tax is also dealt with
in equity.

Foreign currencies

Transactions in foreign currencies are initially recorded at the approximate
rates of exchange prevailing on the dates of the transactions. Monetary assets
and liabilities denominated in foreign currencies are re-translated at the
approximate rates prevailing on the balance sheet date. Gains and losses
arising on exchange are dealt with in the income statements.

Retirement benefit costs
Payments to defined contribution retirement benefit plans are charged as an
expense as they fall due.
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Notes to the Financial Statements B/ #& 3R 3% Mis:

for the year ended 31st December, 2004

3. Turnover and segment information
Turnover represents the net amount received and receivable for goods sold
by the Group to outside customers, less returns and allowance, income from
concessionaire sales, services income and rental income during the year, and

BE-_ZENF+-A=+—HLFE
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is analysed as follows: R
2004 2003
—=zns —zE=
HK$'000 HK$'000
FEx FHT
Sales of goods — direct sales BmifE —EEHE 962,256 774,642
Income from concessionaire sales FETEMEHE WA 579,611 473,322
Services income ARAS WA 37,102 27,072
Rental income HEWA 29,759 28,811
1,608,728 1,303,847
The cost of sales and direct operating expenses are analysed as follows: HEKAREELERZATAT:
2004 2003
—EEROEF —TT=F
HK$'000 HK$'000
FET FHET
Direct sales HEHE 682,961 565,674
Direct operating expenses EREERX 43,256 43,177
726,217 608,851

Over 90% of the Group’s turnover and contribution to operating profit is
attributable to the operation of department store for retailing of merchandise
and all of the Group’s turnover and contribution to operating profit is
attributable to customers in Hong Kong. Accordingly no analysis of segment
is presented.

All of the Group’s assets are situated in Hong Kong.
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for the year ended 31st December, 2004

4. Other operating income

BE-_ZZENF+-A=+—HLFE

4. EAbEEWA

2004 2003

—EENEF —TE=F

HK$°000 HK$'000

Fi&xT FHET

Cleaning income BRHA 7,772 4,869
Gain on disposal of property, plant I EWIE - R E R

and equipment 2,421 2,659

Interest income F B WA 14,082 1,184

Minimum guaranteed sales commission SRRBHEHES 16,099 28,324

Project income EE WA 564 1,396

Others HAth 6,343 4,757

47,281 43,189
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Notes to the Financial Statements B/ #& 3R 3% Mis:

for the year ended 31st December, 2004 BE-ZZNF+-A=+—HLFE
5. Profit from operations 5. &&nA
2004 2003
—EENEF —TE=F
HK$°000 HK$'000
FEx FHEIT
Profit from operations has been arrived RN EHIBR TFIER
at after charging:
Directors’ remuneration: EEMe:
Fees we 304 -
Other emoluments H {th S A 2,476 1,608
Retirement benefits scheme contributions RETIFT B 12 8
2,792 1,616
Other staff costs Efh 8 TR 151,498 120,480
Retirement benefits scheme contributions, RIEFIFTEIERUR
net of forfeited contributions SRULBETR 3,870 60
Total staff costs B TRA 158,160 122,156
Auditors’ remuneration Gl 1,121 1,021
Depreciation: e
— owned assets —BEEE 81,520 76,637
— assets held under finance leases —RRERAOREEE 73 83
81,593 76,720
Allowance for bad and doubtful debts RIEERREHE 4,525 -
Allowance for obsolete stock BT E R 2,220 -
Minimum lease payments under operating lease ~ AC&FHAYIE NFAE T &%
in respect of leasehold land and buildings EFRIEBAFKIE 65,820 73,579
Loss on disposal of property, plant HEYE - BRE REZEBE
and equipment 1,747 -
Cost of inventories recognised as expense WRAEZHZFERA 682,961 565,674
and crediting: ARG ATSIIER :
Gain on disposal of property, plant HEYE BB R
and equipment 2,421 2,659
Gross rents from investment properties KREYFERCERE 1,263 2,624
Gross rents from sub-letting of commercial BEMEHHBSETE
properties 28,496 26,187
Less: Outgoings 8 (22,732) (22,843)
Net rental income He WA FE 7,027 5,968

Interest income FEHA 14,082 1,184
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EEREEME
AE12EEFENREAZBMEMT:

6. Directors’ and employees’ remuneration 6.
The emoluments paid or payable to each of the 12 directors were as follows:

Lau Robert Tong Cheng Lau Lau lam  Cheung  Chung Shek

Luen-hung, lam  Charles  Yuk-lun,  Cheng Karshun, Luen-hung, ~Yuk-wai, ~ Siu-lun, Yuet-man, ~ Kwok-  Lai-him, Total

Thomas Kwong-wai  Nicholson Paul  Yu-tung Henry  Joseph Amy  Simon Raymond  cheong Abraham 2004

b

2% MR EEE MY B3m 2%E 432 BB BRIt EEE  AER CTENE

HKS'000  HK$'000  HKS$'000  HKS'000  HKS'000 HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HKS'000  HK$'000

Tén TEn TEr TEr TEn  TEx TER  TEr  TEr  TEn  TEr  TEn  TER

Fees e - - - - 38 38 38 38 i} i} i} 3 30

Other emoluments Efie

Salaries and ofher beneffts ~ E2RERFRT 238 - - 3 - - - - - - - - 2476
Contbutions torefirement ~ Ef&lzF

benefts scemes {51 1 - - - - - - - - - - - 1

Total emoluments e 2450 - - 3 3 3 3 38 38 ki3 ki3 3 279

Lau Robert Tong Cheng Lau Lau lam  Chewng  Chung Shek

Luen-hung, lam  Chales  Yuk-lun, ~ Cheng  Karshun, Luen-hung,  Yuk-wai,  Siu-lun, Yuet-man, Kwok- Lai-him, Total

Thomas Kwong-wai  Nicholson Paul  Yutung Henry — Joseph Amy  Smon Raymond  cheong  Abraham 2003

3t

BgE  ARE BIE WY dxm  AEE HRE O WkBE Ry @B AR TR

HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000

Tér  Tér  TEr  TEr  TEr TEr  TEr  TAr  TEr  TEr  TEr  TEr TEn

Fees e - - - - - - - - - - - - -

Other emoluments Rl

Slares and other benefts B R 1608 - - - - - - - - - - - 1,608
Contributons to efrement /Rt

benefis schemes K § - - - - - - - - - - - 8

Tota emoluments ficacs 1616 - - - - - - - - - - - 1616
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for the year ended 31st December, 2004 BE-ZZNF+-A=+—HLFE

6. Directors’ and employees’ remuneration (continued) 6.

Of the five highest paid individuals of the Group for the year ended 31st
December, 2004, one (2003: nil) is a director of the Company and the other
four (2003: five) are employees of the Group, details of whose remuneration
are set out as follows:

EEREEME @)
BE-—TTNE+—A=+—AI5E ~£H
AEBEFALH —& (CTE=F &) AKX
ATES BHME (CBB=4:12) JlAK
EMES KR MEHBEHIIMT:

2004 2003

—=zns —zE=
HK$’000 HK$'000
Fi&xT FHIT

Employees: EE:

Salaries, allowances and other benefits e R2R R EAREF 6,450 3,963
Retirement benefits scheme contributions RIRERIETEIHER 60 48
Performance related incentive payments BRIAEN RS 715 400
7.225 4,411

The emolument of the five highest paid individuals were within the
following bands:

AEREHFALHMNFATER:

2004 2003

—EENF ZET=F

Number of Number of

individuals individuals

AE A

Nil to HK$ 1,000,000 L% 1,000,000/ 7T 1 1
HK$1,000,001 to HK$1,500,000 1,000,001/ 72 1,500,00078 7T 3 3
HK$1,500,001 to HK$2,000,000 1,500,001 522,000,000/ 7T - 1
HK$2,000,001 to HK$2,500,000 2,000,001/ 522,500,000/ 7T 1 -

During the year ended 31st December, 2004, no remuneration was paid by
the Group to the directors or the five highest paid individuals as an inducement
to join or upon joining the Group or as compensation for loss of office. None
of the directors waived any emoluments during the year.

HE_ZTMF+_A=+—HILFE K&E
W EFEF KA = A LSS HHAR S E
IMAREBRAERINAREE 2 225 BRI
E-RAFE EFH BRI
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BHE-ZZENF+-_A=+t—-HILFE

7. Finance costs 7. BEKR
2004 2003
—EENEF —TE=F
HK$°000 HK$'000
FET FHET
Interest on: ATNIER Z AR
Bank loans and overdrafts, wholly /,\Fﬂiw%%{ IR
repayable within five years IRTTERRFEX 10,884 396
Loans from a fellow subsidiary —XRARMEARREER - 66,196
Finance leases BEFRAY 11 24
Others HA 554 -
11,449 66,616
8. Taxation 8. FiE
2004 2003
—EENEF —TE=F
HK$'000 HK$'000
F&T FHT
The charge comprises: X HBETYIES
Hong Kong Profits Tax for the year REFEBBFISH 77,640 44,790
Underprovision in prior years EFERETE 478 -
78,118 44,790
Deferred tax charge for the year NEFREFES L 1,317 12,141
79,435 56,931

The charge represents Hong Kong Profits Tax calculated at 17.5% (2003:
17.5%) of the estimated assessable profit for the year.

Details of the deferred tax (credit) charge for the year are set out in note 22.

BHES HARANEE 2 (Gt EREOEFIZ17.5%
(ZZEZT=F:17.5%) MEFE 2 BBFE

Fhte

REZRIEHIR RA) X HFFBR 22 o
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for the year ended 31st December, 2004

8.

10.

BHE-ZZENF+-_A=+t—-HILFE

Taxation (continued) 8. ®E @
The charge for the year can be reconciled to the profit per consolidated income NEZ )52 AT ERAR S AR R 2 s AR AN T
statement as follows:
2004 2003
—EENEF TET=5F
HK$'000 HK$'000
FET FHET
Profit before taxation PR A A 520,733 331,578
Tax at Hong Kong Profits Tax rates REBFSHREAE 2 BIA 91,128 58,026
Utilisation of tax loss arising in previous year FFATF LR 2 MIEEE (13,309) -
Tax effect of utilisation of tax losses B AL RIR B ERTIEE S
not previously recognised RIS E (5,155) 117)
Tax effect on non-taxable income AR Z TS5 (3,770) (1,867)
Tax effect on non-deductible expenses NAIFE ST 2 B 2,869 142
Tax losses not recognised RIERTIIHEE 560 836
Underprovision in prior years BEFERETRE 478 =
Others Efih 6,634 -
Increase in opening deferred tax liability resulting &/& IS R 7 5E 5
from an increase in Hong Kong Profits Tax rate  EA#JIEAEFTE & (F12 0 - (89)
79,435 56,931
Dividend 9. RE
An interim dividend of HK cents 3.9 with a special dividend of HK cents 2.7 ARRARRERAR 2 RERFIR R HIR S SR
per share all in cash were paid to the shareholders of the Company during 3.98 (L RAFRIRR B AR 78Il - E R EFE AR
the year. The final dividend of HK cents 12.1 with a special dividend of HK SRS ARHARE B AR 12,1750 R BI B B =A%
cents 8.6 per share all in cash have been proposed by the directors and is 8.6/l B AR R A FE JE AR SR A F NG HL o
subject to approval by the shareholders in the forthcoming annual general
meeting.
Earnings per share 10. EREF
The calculation of basic earnings per share for the year ended 31st December, HE_ZZEMFE+_A=+—HILFE K&

2004 is based on the net profit for the year of HK$441,298,000 (2003:
HK$274,647,000) and on the weighted average of 666,404,038 shares (2003:
450,363,269 shares) which is determined on the basis that the issue of shares
arising from the Group Reorganisation and capitalisation of non-interest
bearing shareholder loan had been completed on 1st January, 2003.

No diluted earnings per share is presented, as the Company did not have any
dilutive potential ordinary shares in issue.

REF) THIRANF Z4551441,298,0008 T (=&
T =4F:274,647,000%7T) KAk 2 IETFHHEL
666 404,038f% (ZFZT =4:450,363,2690%) &
H HiREBEEMETRG R T BREER
é“ZMKEEA_ TE=—F— A ARk HEE
EIE"

BRAR R EEAEETEE
iR B R 2 5 B IREEE AT

ETELE
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11. Investment properties 1. REYE
2004
—EEMF
HK$'000
FEx
At 1st January n—H—H 55,700
Revaluation surplus and released to income EMBHRENEFNHEHRE LT H
statement upon reclassification to RiEFREBAMSR
leasehold land and building 6,700
Reclassification to leasehold land and building B AR E L REF (55,700)
Revaluation surplus BhAH 3,000
At 31st December R+=—A=+—~H 9,700
The carrying amount of investment properties as at 31st December, 2004 FEMFER —_ZZNFE+ - A=+T—H2ZKHEE
comprises leasehold land in Hong Kong held under long lease. BERBARBRPHEASE 2 HE -
The investment properties were valued at their open market value at 31st P& B Y B T (B R a1 28 2 R = A BB
December, 2004 by Norton Appraisals Limited, Registered Professional FHEBRARBIRRITAREE WEE-TT
Surveyors, an independent valuer, on existing use basis. W+ A=+—BHAFMSEE#RTHE.
The valuations as at 31st December, 2004 gave rise to a revaluation surplus —ETNF+=A=+—AZHESHRHRERS
of HK$3,000,000, of which HK$118,000 and HK$2,882,000 have been Z#:3,000,000% 7T EH118,0008 Tk
credited to the income statement and the investment property revaluation 2,882,000/ D RllEt Al = RIRE W EE h
reserve respectively. =N
All the Group's investment properties are held for rental under operating leases. REEFTEREMEIRBEEAORAEDE

Rie
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12. Property, plant and equipment 12. ME-BEREE
Furniture,
Leasehold fixtures
land and Leasehold Plant and and Motor
buildings improvements machinery equipment vehicles Total
HELH Bih-BEE
kEF HEMELE BERKEE RERRE AE Bt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET TEx THET THET TEx THET
THE GROUP TEE
COST BA
At 1st January, 2004 ~ RZ=TTWFE—F—H 2,427,235 230,759 95,481 31,244 99 2,785,715
Additions NE - 57,390 15,824 6,405 - 79,619
Reclassified from BERENEENHE
investment properties 55,700 - - - - 55,700
Disposals & (1,646) (11,358) - (266) - (13,270)
At 31st December, 2004 R=ZZNF+-A=+—H 2,481,289 276,791 111,305 37,383 996 2,907,764
DEPRECIATION e
At 1st January, 2004 RZTEME—H—H 504,466 167,710 69,684 14,414 204 756,478
Provided for the year ~ FR#TE 46,112 21,466 8,066 5,750 199 81,593
Eliminated on disposals &S (486) (9,645) - (166) = (10,297)
At 31st December, 2004 R=ZEEMNE+-—A=1—H 550,092 179,531 77,750 19,998 403 827,774

NET BOOK VALUES BREFE

At 31st December, 2004 R=ZEMF+=f=+—H 1,931,197 97,260 33,555 17,385 593 2,079,990
At 31st December, 2003 R=ZZ=F+-A=+—H 1,922,769 63,049 25,797 16,830 792 2,029,237
2004 2003
—EEOEF —TT=F
HK$'000 HK$'000
FET FHET
The carrying amount of leasehold land MHE it RIS FEREE
and buildings comprises buildings situated BREMRB B L 2 1EF:
on land in Hong Kong:
—long lease —RAIFAL 496,924 506,521
— medium term lease — R ERFRAY 1,434,273 1,416,248
Property, plant and equipment held under REEROFEWE BB R&E

finance lease 175 261
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13. Interests in subsidiaries 13. RMIB ARz
THE COMPANY
ZRAF]
2004 2003
—EEROEF —TE=F
HK$°000 HK$'000
FE&T FHIT
Unlisted shares, at cost FEETRG HRRE 4,194 -
Amounts due from subsidiaries FEM T A BIRIE 868,295 -
872,489 -
The amounts due from subsidiaries are unsecured, interest free and have no FEURBT B A B FRIE TR IR - 00 B % SR B TE K
fixed repayment terms. In the opinion of the directors, the Company will not H-EERR ARARIENEERZ T =EA
demand repayment within twelve months from the balance sheet date. RNERERERE-Ft ZEREHHEAERD
Accordingly, the amounts are classified as non-current. KIH
Particulars of the principal subsidiaries are set out in note 32. FEMBARGHEENMIES2
14. Inventories 14. 78
THE GROUP
REE
2004 2003
—zEnE —TE=
HK$'000 HK$'000
FET FHIT
Merchandise held for resale FEFEERD 33,822 27,650

All inventories were carried at cost at the respective balance sheet dates. FrEF BB AEE B IR AR
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15. Trade and other receivables

15. YRR H b EUGKIE

2004 2003

—EENEF TET=5F

HK$°000 HK$'000

FET FHET

Trade receivables FEURBR TR 31,644 33,644
Other receivables, deposits and prepayments H b EIEIE 124 RIENRIE 44,627 56,274
76,271 89,918

At 31st December, 2003, included in other receivables was an amount of
HK$3,457,000 due from a related party, Great Prosperity Holding Inc. (“Great
Prosperity”) in which Mr. Thomas Lau has beneficial interest. The maximum
amount outstanding during the year ended 31st December, 2004
was HK$5,917,000. The amount was unsecured, interest-free and settled
during the year.

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

RETT=F+=A=+—HBZEMEKFER
JEFEY S B8 A £ Great Prosperity Holding Inc.
(T Great Prosperity] ) ~ 583,457,000/ 7T - 2|
BB ERAZ AR EnEmn BE ST
FH+ZRA=T—HIEFEESRBEREL
5,917,000/ L ZERRABEERREE ER
FRFE-

AEEABEELNTEHEEENRORT
THRE HERSER R R A EEEE
PR 3R 6 {5 P4 - 4 B RAB S
Bt o A AR 50 A R4S B B BB 47
o

2004 2003

—EEROEF —TT=F

HK$'000 HK$'000

FiExT FHET

0 - 30 days 0Z30H 27,816 31,138
31 - 60 days 31HZE60H 3,187 936
61 - 90 days 61HZE90H 48 357
Over 90 days #E3E90H 593 1,213

31,644 33,644
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16. Trade and other payables 16. FEBRFNR E AR FRIE
2004 2003
—EERNEF —TT=F
HK$'000 HK$'000
FET FBIT
Trade payables FERTRRIR 112,409 89,966
Concessionaire sales payable FERF TSRS IR 256,000 223,490
Other payables, deposits and accrued charges HihENFIE e REFTER 153,216 87,256
521,625 400,712
At 31st December, 2004, included in other payables is an amount of RZZZNFE+ = A=+—H HtERNKES
HK$6,430,000 (2003: HK$9,335,000). due to a related party, Chow Tai Fook 456,430,000/ T (—ZZZ =4:9,335,000/%
Jewellery Co., Ltd. in which Dat6 Dr. Cheng Yu-tung and Mr. Cheng Kar-shun, TT) ENEEEBEALTAABURESITAER AR
Henry, directors of the Company, have beneficial interests. The amount was FIE AR RN EEFTEE BMMIE - RERA
trading in nature and relate to payables arising from concessionaire sales. SER AR AR EnEn ZEREEE S ME
These trading balances are unsecured, non-interest bearing and repayable ERRRRT BB IS PTE RN B - I ERRK
according to the terms of the concessionaire sales contract. R REERR S AIRFTEREHEES N
IR
An aged analysis of the Group’s trade payables at the respective balance REENSEE R 2 EBNERRERROITAT:
sheet dates is as follows:
2004 2003
—ZTTWEF —TT=F
HK$'000 HK$'000
FET FHBIT
0 - 30 days 0£30H 95,743 78,713
31 - 60 days 31H=60H 12,467 10,085
61 —90 days 61HZ=90H 1,178 418
Over 90 days #8890 H 3,021 750

112,409 89,966
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17. Amount due to ultimate holding company 17. BAERAERQRRIE
2004 2003
—EERNEF —ET=F
HK$'000 HK$'000
FiExT FHET
Real Reward Limited (“Real Reward"”) - 69,099

Mr. Thomas Lau, Mr. Joseph Lau, Daté Dr. Cheng Yu-tung and Mr. Cheng
Kar-shun, Henry, directors of the Company, have beneficial interests in Real
Reward. The amount was unsecured, interest-free and settled during the year.

NARZEZERRER L BRI E 2 BE
ARG I R PR 461 55 A4 B Real Reward B 254
e PRI R R 8 BERNFREE.

18. Amount due to a fellow subsidiary 18. BI—RREZRMB A RIFIA
2004 2003
—ssmE  -—TT=4
HK$°000 HK$'000
FET FHT
Crystal Key Investment Limited (“Crystal Key”) - 41,195

Mr. Thomas Lau, Mr. Joseph Lau, Daté Dr. Cheng Yu-tung and Mr. Cheng
Kar-shun, Henry, directors of the Company, have beneficial interests in Crystal
Key. The balance was unsecured, interest free and settled during the year.

RRRSRERLERELE BIEHESE SEE
WL BB R A5 E YA Crystal Key B zitl
oAt TEER LR S CRERNFE-
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19. Obligations under finance leases

BE-_ZZENF+-A=+—HLFE

19. BEMENARE

Present value of

Minimum minimum
lease payments lease payments
BRIEFELNFE BRIRFANOFIERE
2004 2003 2004 2003
—ZEENE —TT=F —BTENF —TT=F
HK$'000 HK$'000 HK$'000 HK$'000
Fi&xT FHET FET FHET
Amounts payable under finance leases: RiEFALITA | FEN FUAE:
Within one year —FA 82 106 72 95
In the second to fifth year inclusive E_ZERF (BEEEMF) 60 142 49 121
142 248 121 216
Less: Future finance charges W BEREER (21) (32) N/A N/A
Present value of lease obligations MAEERE 121 216 121 216
Less: Amounts due within one year BB AREBBER —FA
shown under current liabilities E|HA 2 5708 (72) (95)
Amounts due after one year — IR F|ER 2 FIE 49 121
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20. Bank borrowings, secured 20. BIEHRITEE
Secured bank borrowings comprises bank loans and the maturity profile of BEBIRITEERRTERER RITEERE
the bank borrowings is as follows: RERANR
2004 2003
—ZEFNME —ET=4F
HK$'000 HK$'000
FEx FHBIT
On demand or within one year JEESke—FAEE 212,930 1,270
More than one year, but not exceeding two years — 1287 88 M G 160,000 19,930
More than two years, but not exceeding five years FIF 121838 A F 1,500,000 -
1,872,930 21,200
Less: Amounts due within one year shown BB AREBBER —FA
under current liabilities F|EA 2 %38 (212,930) (1,270)
1,660,000 19,930
Pursuant to a refinancing arrangement for the purpose of listing of the shares IRIEREH AR R D R TER Eima] 2
of the Company on the Main Board of the Stock Exchange, the Group obtained 2 BREHE N5 B 155 %2,300,000,0007%5
new loan facilities of up to HK$2,300 million. The loan bears interest at market TLZTERRE - BTSN R T B R A
rates and are repayable by instalments over a period of five years. An amount e HRER - B KPS SR IE E H1 2,2 15,000,000
of HK$2,215 million from the proceeds of the loan was used to repay the TLE BEERAREE R Crystal Key,Z 5/3H°

amount owing by the Group to Crystal Key.
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21.

Loans from fellow subsidiaries

BE-_ZZENF+-A=+—HLFE

21. FEKMBQRREER

2004 2003

—EEMEF TET=5F

HK$'000 HK$'000

Name of fellow subsidiaries A pNGE FHET FHET

Crystal Key - 2,691,461
Global Centre Investments Limited

("Global Centre”) - 227,284

- 2,918,745

Mr. Thomas Lau, Mr. Joseph Lau, Daté Dr. Cheng Yu-tung and Mr. Cheng
Kar-shun, Henry, directors of the Company, have beneficial interests in Crystal
Key and Global Centre.

HK$2,025,816,000 out of the balance of loans from Crystal Key as at 31st
December, 2003, carried interest at rate, from 1.8% to 4.85% per annum.
The remaining balances of loans from Crystal Key and the loans from Global
Centre were unsecured, interest-free and had no fixed repayment terms. During
the year, an amount of HK$2,033,376,000 had been repaid to Crystal Key.
The remaining amount of HK$658,085,000 due to Crystal Key and the amount
due to Global Centre has been assigned to Real Reward and were subsequently
satisfied by the issue and allotment of shares of the Company to Real Reward,
details of which are set out in note 23(d).

RATZBER LR RISt 2B
B8 1 M BBSR 4 5t A9 A Crystal Key & Global

Centre Bzt

RZFE=F+=A=+—H Crystal Keyf2ft
B R4 - 2,025,816,000/8 LB F 1.8
[EZE4.85/F 51 5. Crystal Key~ B3k #2%8 & Global
CentrelRi 2 EXRBEER 2ERERETE
BRH-FR -AARERCrystal KeyE&
2,033,376,000/8 Tt EfCrystal Key#r&a
658,085,000/ 7T & FEfGlobal CentreXIEE 2
% TReal Reward + E 1% FR 7N A A [FIReal Reward 3
TRBERMOHBEE FHBHAMH
F+23(d)°
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22.

Deferred taxation

BE-_ZENF+-A=+—HLFE

22. IEIERIIE

2004 2003
—EEMEF TET=5F
HK$°000 HK$'000
Fi&xT T

Analysis for financial report purpose AT ERR DT
Deferred tax liabilities BERIBRE 28,137 12,760
Deferred tax assets BIERRIEE E (15,628) (1,568)
Net position FER 12,509 11,192

The following are major deferred tax liabilities and assets recognised by the

Group and movements thereon during the year.

BAERHRE-

Accelerated

AN RAREERER 2 T ZEENTA R E R EE

tax Tax

depreciation losses Total

nER B IE I B BIEEE mst

HK$°000 HK$'000 HK$’'000

FHET Fi&x Fi&x
At 1st January, 2003 R_ZEE=F—HF—H 10,169 (11,118) (949)
Charge to income for the year MR EARFERA 1,638 10,592 12,230
Effect of change in tax rate RESHH o 8 953 (1,042) (89)
At 31st December, 2003 RZZT=F+=-A=+—H 12,760 (1,568) 11,192
Charge (credit) to income for the year g E GEA) AEERA 15,377 (14,060) 1,317
At 31st December, 2004 REZBZEMOF+=A=+—H 28,137 (15,628) 12,509
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23. Share capital 23. AR
Number of shares Amount
RHER AR
HK$'000
FET
Ordinary shares of HK$0.01 each EREE0.01B T 2 LBk
Authorised: VETE
On the date of incorporation (note a) EEatipava=p: NN E)) 39,000,000 390
Increase during the period (note b) ZNEAREE N (Ffd3ED) 1,961,000,000 19,610
At 31st December, 2004 R-BZNF+=A=+—H 2,000,000,000 20,000
Issued and fully paid: BEITRERE:
Allotted and issued on the date of AL B BABC 2% )R 21T
incorporation (note a) (Pt 5Ea) 1 =
Issue of shares on Group Reorganisation EESHEREITRG (i
(note ) 419,439,958 4,194
Issue of shares for capitalisation of loans BB ERREITIRMD (FizEd)
(note d) 120,560,041 1,206
Issue of shares by placing and public offering EBRIEERARBEEEITRG
(note e) (FitsEe) 180,000,000 1,800
Exercise of over-allotment option (note f) 1T ARARR AR (PI5ESD) 27,000,000 270
At 31st December, 2004 REZZMFE+=A=+—H 747,000,000 7,470
Shown in the balance sheet BERABRMR
At 31st December, 2003 RZZZT=F+=-A=+—H 4,000

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

as follows:

(@) The Company was incorporated on 29th December, 2003 with an @ ARRRZZEET=FF+=—A=+h Bl
authorised share capital of HK$390,000 divided into 39,000,000 shares X AEMRAA390,0008 T 9 A&
of HK$0.01 each, one share was allotted and issued to the initial 39,000,000 ZAXEEO0.01/ETTAR A AR
subscriber of the Company at par on 5th January, 2004 and was then AN =ZTNF— AR REAERAAH
transferred to Real Reward on the same date. IR ABLEE REIT1IRIR D  Z R R

[ B #2535 FReal Reward °
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23. Share capital (continued)

(b)  Pursuant to a written resolution of the sole shareholder passed on 26th
March, 2004, the authorised share capital of the Company was increased
from HK$390,000 to HK$20,000,000 by the creation of an additional
1,961,000,000 shares of HK$0.01 each, which rank pari passu in all

respects with the then existing shares.

(c)  On 26th March, 2004, an aggregate of 419,439,958 shares of HK$0.01
each were allotted and issued, credited as fully paid at par, to Real
Reward as consideration for the acquisition by the Company from Crystal
Key and Real Reward of, and in exchange for, the entire issued share
capital of Excellent Empire International Limited, Excellent Global Limited

("Excellent Global”) and Glory Ocean Investments Limited.

(d)  On 26th March, 2004, an aggregate of 120,560,041 shares of HK$0.01
each were allotted and issued, credited as fully paid at par, to Real
Reward, by way of capitalisation of loans (“Capitalisation Issue”) for an
aggregate amount of HK$885,369,000 owing by the Company to

Real Reward.

(e)  On 14th April, 2004, 180,000,000 shares of HK$0.01 each were issued
by way of placing to professional and institutional investors and public

offer to the public at a price of HK$8.30 per share.

(f)  Pursuant to the underwriting agreement dated 30th March, 2004, BNP
Paribas Peregrine Capital Limited (“BNP Paribas Peregrine”) (for and on
behalf of the placing underwriters) was granted an over-allotment option
by the Company pursuant to which the Company was required to issue
and allot up to 27,000,000 additional shares of HK$0.01 each in the
Company at a price of HK$8.30 per share. On 23rd April, 2004, BNP
Paribas Peregrine on behalf of the placing underwriters exercised in full
the over-allotment option. The Company issued 27,000,000 additional

new shares at HK$8.30 per share.

All the shares which were issued by the Company during the year rank pari

passu with each other in all respects.

The share capital shown on the balance sheet as at 31st December, 2003
represented the aggregate amount of the capital of companies comprising
the Group attributable to the Company as at that date before the Group

Reorganisation.

BE-_ZENF+-A=+—HLFE

23. R (#)

(b)

AR

BIEE—RRN _ZTME=F -+,
BBZEERER ANA AN AT R A
#281,961,000,000 % ZAXEI{EO0.017 T2
f& 5+ 8390,000/%& /T8 2=20,000,000/%5
LSRN EERZEERORE A
EF A AR ER

RZZZNF = A=+, H A2 7][AReal
Rewardfit 2 & 25174 $£419,439,958[% &
PREMEO.01E TTIREE ARSI R AR (D -
{EAZRAT][ACrystal Key N Real Reward4
& N 22 #2Excellent Empire International
Limited » Excellent Global Limited
([Excellent Globall) % Glory Ocean
Investments Limited 2 3B &/TA Z
RIB-

R-ZETMF= A=1758 A2 F]AReal
Rewardfit % K %174 $£120,560,04 1 i &
AREE0.01 B TR EEARSIE B AR -
#57X/A &) /K Real Reward& ££885,369,000
BITRBERBRRERN ([EXNMEET]) -

RZZTZTNFMHA+EA  RNABSEBE
BR8.30B T2 BIR B ERKERES
RERRARALTARBEE %7
180,000,000 % FAREIE0.017 7T 2 i 5

BIEHHA-STNMFE=A=TH2BH
ek EREREEHREERAR (DX
HERAEE]) (RRES2HE) BAQ
A% T B AL ARE IR L AN A R ZBIR SR
8 30B T2 BRENBETREERS
27,000,000/~ A RIE AR EE0.0148 T2
PR =T TMEMNA=+=H JAEE
RAEBHAREESRHEEMITEBER
P&t AN A AR A% 8. 3078 T 2 (BIS FES
7727,000,0000% 5% 15

BIRNEREITZ RIS T7 ED B E A

BN ZEEREER-

i

TE=F+- A=+ HZEEABRATR

AN EE SRR AR R E A EIEREEKE
DA AL
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24. Share option 24. BREE

The Company’s share option scheme (the “Scheme”) was adopted for a period
of 10 years commencing 27th March, 2004 pursuant to a written resolution
of the sole shareholder for the purpose of providing incentives or rewards to
selected full-time employees and directors for their contribution. Details of
the Scheme was subsequently disclosed in the Company’s prospectus dated
31st March, 2004.

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

The total number of shares in respect of which options may be granted under
the Scheme is not permitted to exceed 10% of the shares of the Company in
issue at any point of time, without prior approval from the Company’s
shareholders. The number of shares issued and to be issued in respect of
which options granted and may be granted to any individual in any one year
is not permitted to exceed 1% of the shares of the Company in issue at any
point in time, without prior approval from the Company’s shareholders. Options
granted to substantial shareholders, independent non-executive directors, or
any of their respective associates (including a discretionary trust whose
discretionary objects include a substantial shareholder or an independent non-
executive director or a company beneficially owned by any substantial
shareholder or independent non-executive director of the Company) in excess
of 0.1% of the Company’s share capital or with a value in excess of
HK$5,000,000 must be approved in advance by the Company’s shareholders.

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

No option has been granted under the Scheme since its adoption.

RATHREE— I RE AR AR R
B ([2t8))) - TEME=A—+LARA
BHF BEAEHEY 2HEEREFRES
4R [ (B R G S o o 3 B
HERAATREA-SENE=A=+—H2
ERER R

REEZTE AR FARAAR T REMEARL
PR 2RES REEREBIE URBAR
AR D IS AR RIAI TEHRE R R B IBRERA
ARIREMBAR A ERERRE AR D
B

AR KA D R R B B AR IR Z AT B AR
BERRAEFT S & 2 IR D B8 TS BB R BIRE
IR TR 10% © BAREAR R RIREEHL
BOE  PAMERI—F BRI A TR R AR 2
BREEEITRIETZROEE  TEBBA
AR HEE BTN 1% - TP EZRE-
BUFTES IR ESEZHMBAL (BIER
BT MEBEEZ S AREEERE BT
IEMITE B AR R BRERSIB I IE
TEEERRAE 2 A R) BBAARREAN0.1%3k
{E{EA3B5,000,0007 7T 2 FERLAE - L BACANAR]
ARERF S Lo

B 2 BN IE 2 AT ER R (TSIE
Rie2 AR5 H) AR ERRAREHE
PRS2 5178 7T - BB ABCAE T T IR H BB AR B AR
EEMAETFEERZ B L HEARERTE1T
EEBARARESREE HMEROER L BHAR
AR YT E (i) EEE D A MR A A& %A
Bt FHRHE: kiR AFROEE=EZR
=&

B R SAZR - I AR IR AT B BB A -
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BE-_ZENF+-A=+—HLFE

25. Reserves 25. &
Share Accumulated
premium profit Total
BROEE EGisyl et
HK$'000 HK$’000 HK$'000
FExT FExT FET
THE COMPANY ARF
Issue of shares on capitalisation of
shareholder loans IRRE ST AR EITRGD 884,163 - 884,163
Issue of shares by placing and public offering BRIEERAREEETRG 1,492,200 - 1,492,200
Issue of shares on exercise of
over-allotment option 1T R A AR A Fr B T AR A 223,830 - 223,830
Expenses incurred in connection with
the issue of shares BTN FTE AR (89,913) - (89,913)
Net profit for the year INEELEF - 8,926 8,926
Dividend paid BRERE (49,302) - (49,302)
2,460,978 8,926 2,469,904

Under the Companies Law of the Cayman Islands, share premium is
distributable to shareholders, subject to the condition that the Company cannot

REFSHESREE BRIVAEER DR TR &
HRARBEITNEARRE M ENE R FRE IR

declare or pay a dividend, or make a distribution out of share premium and SR AR B S AEH Ik - BR IER BEEERIR T D

capital redemption reserve, unless immediately following the date on which

distributions or dividend is proposed to be paid, the Company shall be able to XA E| AT
pay its debts as they fall due in the ordinary course of business.

At the balance sheet date, the Company’s reserves available for distribution
to shareholders amounted to HK$2,469,904,000.

2,469,904,00078 7T °

RSBz Bi& - AREEFREAIN B EEBT

REER ARARAHIERTREZEEHR
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26. Operating lease commitments
At the balance sheet date, the Group had commitments for future minimum
lease payments under non-cancellable operating leases in respect of leasehold
land and buildings which are as follows:

26.

BE-_ZZENF+-A=+—HLFE

REFRALE

REER AEBR A RHEEENZEEL

1y A T AR B AR SR AE A IR T :

2004 2003

—EEOEF —TE=F

HK$°000 HK$'000

FET FHEIT

Within one year —FR 47,273 57,332
In the second to fifth year inclusive F_ZERF (BREAEMF) 7.468 39,947
54,741 97,279

Operating lease payments represent rentals payable by the Group for leasing
commercial properties for rental purpose. Leases are generally negotiated for
an average terms of one to five years and rentals are fixed for an average of

ERA R A KB B AR AR R
ZHE AN AR TFHEER - ERFIHE E

S FEMERE.

two years.
At the balance sheet date, the Group had contracted with tenants for the REHE A NEBEE EEFFTAR B A SERL
following future minimum lease payments: FRIAAT :
2004 2003
—EENEF —TE=F
HK$°000 HK$'000
F&T FHT
Within one year —FR 20,969 17,731
In the second to fifth year inclusive F_ZERF (BREAEMF) 844 3,683
21,813 21,414

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

BO—RIEFHHER —=RFHE-
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27.

28.

29.

BE-_ZENF+-A=+—HLFE

Capital commitments 27. EXESE
THE GROUP
REH
2004 2003
—EENEF —TE=F
HK$'000 HK$'000
FEx T
Capital expenditure in respect of the acquisition B RIIEAYE FE & &ED &GH
of property, plant and equipment MERP I IS HRFR B 2 AR
committed but not provided for in the
financial statements 2,266 6,151
Contingent liabilities 28. HAREE
THE GROUP REE

Pursuant to two property sales and purchase agreements entered into among
the subsidiaries in 1985 and 1996, certain properties were transferred within
the Group. The assignments of such properties have not been executed. If no
exemption for stamp duty is granted under the Stamp Duty Ordinance, upon
execution of the assignment of the properties, the Group will be subject to
an aggregate stamp duty of about HK$38.9 million.

THE COMPANY

As at 31st December, 2004, the Company has provided guarantee to various
banks to secure banking facilities of an aggregated amount of
HK$2,300,000,000 granted to certain subsidiaries of the Company.

Pledge of assets

THE GROUP

At 31st December, 2003, the Group has pledged certain leasehold land and
buildings and investment properties, together with certain other assets, to
secure banking facilities granted to the Group and a fellow subsidiary, Crystal
Key. On 26th March, 2004, Future Develop Limited, a wholly-owned subsidiary
of the Company, entered into a loan agreement with the syndicate lenders of
the then syndicated loans granted to Crystal Key for new loan facilities of up
to HK$2,300,000,000.

29.

BB A AR — N\ B R—AAAFTT
IR EEE G BT OERAEERAT
R N R SR ET - IR ER
B ENTEBADIE R R EDTE B RIS B E
SYNERS  $BI A $£4938,900,0008 T ENTE

PN

R-ZZEMFE+ = A=+—R ARFAZHR
THREER (ERRITRX T AREETHE AR
& #£2,300,000,000/8 7T 2 $R17 /Al & 7E 2 Ao

EEEKHF

KEE

R-TZE=F+-A=+—H0 A5£EEEKIFE
FHRELHPETFURRENEERE TEME
B 1EAANEE K [F ZHE A AlCrystal Key&E#%
PBITREE R N T TME=A=+"A"
NAR]2EW B A EIFuture Develop Limited 2
Crystal KeyZ BB B SRE S5 2 SRE N E ART L
Btk LAESEx%2,300,000,00078 7T 2 # 8
HELE
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29. Pledge of assets (continued)

BE-_ZZENF+-A=+—HLFE

29. EEEMT &)

THE GROUP (continued) EM (&
The carrying value of the pledged leasehold land and buildings and investment RESR B BEREE L RIEFURIREY %
properties at the balance sheet date are as follows: ZAREENAT:
2004 2003
—ZTMEF —TE=F
HK$'000 HK$’'000
Fi&xT FHET
Leasehold land and buildings ME i REF 1,848,386 1,837,131
Investment properties REYE - 49,700
1,848,386 1,886,831

30. Related party disclosure

0]

Transactions

30. BEAEALTE

(i)

In addition to the transactions as disclosure in note 15, 16,17, 18 and

x5

% Fatfd5E15-16:17-18 K21 Pk EE 2 32

21 above, during the year, the Group had entered into the following SN ERN RNEBTEEMEATET
significant transactions with related parties. FERRX 5.
2004 2003
—EENEF —TE=F
Name of related party Nature of transaction HK$'000 HK$'000
BREEALERE REME FExT FHT
Chow Tai Fook Jewellery Co., Ltd. Income from concessionaire sales (note 1) 6,436 5,480
(“CTF Jewellery”)
ARBSHRELTERRAR ([AABHKRE]) FAFEEESERA (1)
Crystal Key Interest and finance charges paid (note 2) - 66,196
ENFERREER (Hi2)
New World PCS Limited (“New World PCS”) Licence fee received (note 1) 450 450
SRR EEEER AR BT E (FRE1)
(FRtESREEE])
Pingan. com Limited (“Pingan”) Consultancy service fee paid (note 3) - 62
BB RS E (FfE3)
Pingan Purchase of equipment (note 3) - 855
RETREE (FIRE3)
Sunny Ocean Investments Limited Lightbox licence fee paid (note 3) 462 462
(Sunny Ocean”) BB MAETE (PfRE3)
Viewide Properties Limited (“Viewide") Rental, service charges and 43,374 43,370
and Sunny Ocean air-conditioning fee paid (note 3)
BN RBEERZ=AE (EE3)
Great Prosperity Reimbursement of services (note 4) - 2,568

ENREER (fiE4)
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30. Related party disclosure (continued)

0]

(if)

(iii)

Transactions (continued)
Notes:

(1) CTF Jewellery and New World PCS are companies in which Daté Dr. Cheng
Yu-tung and Mr. Cheng Kar-shun, Henry, directors of the Company, have
beneficial interests. The income is charged at rates according to the terms
of the relevant agreements.

2) Interest was charged at rates from 1.8% to 4.85% per annum and the
finance charges were reimbursed from the Group.

3) Pingan, Sunny Ocean and Viewide are companies in which Mr. Thomas
Lau and Mr. Joseph Lau, directors of the Company, have beneficial interests.
Sunny Ocean and Viewide are indirect wholly owned subsidiaries of Chinese
Estates Holdings Limited. Rental, service charges, air-conditioning fee,
lightbox licence fee and consultancy service fee paid were charged at the
prevailing market rates. Purchase of equipment were carried out according
to the terms of the relevant agreements.

(4)  Sogo Hong Kong Company Limited, a subsidiary of the Company, provides
services to Great Prosperity by designating certain staff members to assist
in the establishment of a department store in Shanghai. The reimbursement
was determined at cost.

Guarantee

Real Reward has provided guarantee to a bank to secure facilities granted
to Grand Kinetic Limited (“Grand Kinetic”), a subsidiary of the Company.
At 31st December, 2003, the extent of the facilities utilised by Grand
Kinetic amounted to about HK$22 million. The guarantee given by Real
Reward was released and replaced by the same terms under a corporate
guarantee given by the Company upon the listing of the Company’s
shares on the Main Board of the Stock Exchange.

Loan

Pursuant to a loan agreement dated 18th November, 2004 entered
into between Billion Empire Limited (“Billion Empire”), a wholly-owned
subsidiary of the Company, and Dragon Sign Limited (“Dragon Sign”),
Billion Empire granted a loan facility of HK$2,000,000 to Dragon Sign
("Loan Facility”). The Loan Facility was secured by 50% of the issued
share capital of Dragon Sign.

The Loan Facility is interest bearing and repayable on or before 31st
March, 2006. As at 31st December, 2004, an amount of HK$240,000,
which represents the maximum amount outstanding during the year,
of the Loan Facility is utilised. Mr. Thomas Lau, a director of the Company,
is one of the four directors of Dragon Sign.

BHE-ZZENF+-_A=+t—-HILFE

30. BEAEALTHEE @

(i)

(ii)

(iii)

R (&)
Bt 5 -

(1) BAREREMHRRBEFERSLRRM
AEFEBEIMY B LI RERMALERE
B i A R M TYIZ A B 175 k165K
PT&TEL R UER -

(2)  FBRFR1.BEEASSEWE MEE &
FRBRAREEERN-

(3)  Pingan * Sunny Ocean X Viewide J3Zx A &]
MAESAERTERIRETEREE
i M)A BleSunny Ocean K ViewideJ)
EANBEEEHEZENBAR BT
e REER ERE BAERTERE
R AR TS B Thi & e 357K T ST 1+ o R AR R
B8 08 B i (R 1T o

@ AAFMERARSEY (BH) BEARA
Al[HGreat Prosperity R AR 18R A T
ETHEIN BB BEEE ENEEE
FAFFE A AN R

ER

Real Rewardﬁ—ﬁfﬁﬁﬁﬁi\%%'@{@ﬁi
ARBARBRZARAR ([BZ]) B
fRITRE é“%E 5’\_? T=F+=-A=+—

H BRZE8)ARIEFEK922,000,0004 7T

FAZS A B R AR FEBSE X FTE MR 114 FReal

Reward{E it 2 JE(RE R WHA AR

ZARRGRIEL 2 A RIEREK

B
REBEAQRZENBARETERAR
(ME=]) EﬁiﬁE{?ﬁﬁE“ﬂ ([gefs1) FraT
VHBAZZTNF+—A+/\RZER
Tﬁ%aﬁﬁ?#ﬂj%\mﬂéz 000,000/ 75 F
e ([EXmE]) EXmENERED
TR AN50% {EHHH

BYRE AT SERRBARZSTAF=
A=+— Elizﬁuréa%# TTPF+
—RA=+— mﬂéﬁthﬂ%bﬁﬁmmm
%E'*Héﬁéiﬂﬂaﬁ@*fgﬁ?kgﬁ PiN/N

%%%U@%%f‘ﬁi?%ﬁé%@«’%é%z—f’
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31.

Post balance sheet events

(0]

As disclosed in the Company’s prospectus dated 31st March, 2004,
Excellent Global, a direct wholly-owned subsidiary of the Company,
had contracted with Pure Group Limited (“Pure Group”) and Full Partner
Limited (“Full Partner”) for a conditional agreement to acquire:

(@)  the entire issued share capital of Great Prosperity, and

(b)  the face value of the shareholders’ loans owed by Great Prosperity
to Pure Group and Full Partner at completion

at a consideration subject to the cap of HK$500 million.

Upon completion, the Company would have an effective equity interest
of 65% in the operating joint venture company B/ At B SER A
7] (Shanghai Ongoing Department Store Limited ) (“Operating JV")
and 50% in the property joint venture company /8L AWM ESHE
R 72 7] (Shanghai Joinbuy City Plaza Co. Limited ) (“Property JV") which
owns the whole 10-storey shopping complex at Shanghai JoinBuy
CityPlaza (the “Shopping Complex”), both at the PRC.

Great Prosperity was owned as to 50% by Pure Group (ultimately owned
by Mr. Thomas Lau and Mr. Joseph Lau’s family discretionary trust) and
50% by Full Partner (ultimately owned by CTF which has 50% indirect
interest in a controlling shareholder of the Company).

With all the conditions precedent of the acquisition agreement fulfilled,
the acquisition was completed on 7th January, 2005. An aggregate
consideration of HK$500 million was paid, which is subject to downward
adjustment, if any, with reference to the professional confirmation on
the construction cost in the completion accounts in respect of the
Shopping Complex.

Following completion of the acquisition agreement as referred to in (i)
above, the Operating JV has become a non-wholly owned subsidiary of
the Group and pursuant to a tenancy agreement dated 26th November,
2004 entered into between the Operating JV and the Property JV, the
Group is committed to lease, for a period of 20 years with an option to
renew for a further 10 years upon expiry of the initial term, the Shopping
Complex at an annual basic rental of RMB125 million (equivalent to
approximately HK$117.5 million). Details of other terms of the tenancy
agreement have been set out in the Company’s circular dated 14th
December, 2004.

31.

BE-_ZZENF+-A=+—HLFE

HREBERSERE

@

BUANFHPA—ZTNF=A=+—
AvEREEER AR EE2ENE
‘A A]Excellent Global&2Pure Group Limited
([Pure Group]) KFull Partner Limited
(TFull Partner]) ET4Y & &4 iz :

(@) Great ProsperityZ 22 31T A &

(b) FAFEREEGreat ProsperityfE{sfPure
Group X Full Partnerz I R E A&

KRB F A2 LR A500,000,00078 7T °

TRE AARKDRIEREESERE
EBAKXAEERAR ([EESENE])
RE#EA EBABHMESZH10EEY
B% ([BYES]) 2MESEREEEN
BRMESERAR ([MESETE])
Z.65% K% 50% B PR AR < TR R A RIFIALR
A

Great Prosperity FgPure Group X Full Partner
B EHEAS50% ° Pure GroupF BB 4 [
SR 5 A SR RIS FERR AR oFull Partner
A AR A AHERRAR R 50 % iz 2 /B
RBREER

B W R 2 B SRR ER 18 - R
R-ZETHF—ALB%Mk AR fan
{8 4500,000,000/8 70 AJRLEREMES
SRR AR B TR A 2 B ERRBEL
T (wAE) °

EX()BFT S TR R BB D
¥ ARNEEFEZENBA R RIEEE
AEMCEEYELSECEMIZBHA=
TENF+—A=ZFRNAZHAEER K
SEFEEHRERMES BH20F AT
FEHERE BO10F ERNFHRAAR
#5125,000,0007T (#9F8E# 117,500,000
PETT) - HE A RE MR BENA AR
HEA=—ZTNF+ =R +mA @K
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31. Post balance sheet events (continued)

31.

(i) Pursuant to the lease dated 24th February, 2005 (the “Lease”) entered
into between Sogo Hong Kong Company Limited as tenant and Hong

Kong Island Development Limited (“HK Island”), an associate of CTF,

as landlord in relation to Portion of Ground Floor, Portion of Podium 1
and the entire Podium 2 of The Amazon, No. 12 Salisbury Road,
Tsimshatsui, Kowloon, Hong Kong (the “Premises”) for a term of 15

years, a turnover rent shall be payable by Sogo Hong Kong Company

Limited on a monthly basis in arrears at the rate of 6% for the 1st to the
10th years of the term and 7% for the 11th to the 15th years of the
term on all sales generated and/or received from the business carried

on at the Premises. Other terms of the Lease have been detailed in the

Company’s circular dated 11th March, 2005.

32. Particulars of principal subsidiaries

32.

As at 31st December, 2004, the details of the Company’s principal subsidiaries

are as follows:

(iii)

BE-_ZENF+-A=+—HLFE

FREBRSEE @

BIBREN (BB) AEERARIEAEFHE
ARBZHMBALTEESERARAR ([F
EIERBELFIIVERA—TTHE
A=+ BEERERENERNBERL
BRI 1257 o3G5 T 2 280 HuE 138D
RihE2 250 ([FZWEE]) BEISF 24
([ZMAK]) =) (FA) AEBRARA
REERESABNES HYPFE1E10564
BRYEEEMEE R IR EHE
#6%  B11Z215FRIR7% ° ZBAIEADE
HHBHRAARHRE=ZZTHF=A
+—B K-

FTEMBELRFE

i

FENF+ A=+ B RAREBHE

ARLZ BT

Place and date of

Attributable

Issued and fully

equity interest

Name of company incorporation paid share capital of the Group  Principal activities
REE L
DRET SEMA B B 58 ERTRHRRE BARE BB
Asia Kinetic Limited Hong Kong HK$2 100% Retailing and investment
BRIRBR AR 27th February, 2002 28T holding
B TERIKEER
—ZEE-F-A-++H
Congenial Company Limited Hong Kong HK$10,000,000 100%  General trading and
24th April, 1981 10,000,000/ 7T property holding
B —RESEMERE
—AN—FMA=+mMmA
Eastlord Development Limited Hong Kong HK$500,000 100%  Property holding and
InFEERAR AT 21st August, 1987 500,000/ 7T leasing
BB MEHEREE
— AN tEFNA=Z+—H
Everwin Worldwide Limited Hong Kong HK$2 100% Property leasing
KEIRHAERATA] 17th November, 2000 27T MEHE
B

“FTTF+—A+LA
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32. Particulars of principal subsidiaries (continued)

Name of company

Place and date of
incorporation

32.

Issued and fully
paid share capital

BE-_ZZENF+-A=+—HLFE

TEMBRAFE @

Attributable
equity interest
of the Group

Principal activities

REEEL
NEEH SRR b B % B ER EEITRARRAE BAER FEEK
Fine Shine Limited Hong Kong HK$2 100% Restaurant, retail and
RIBBRAR] 11th September, 2003 28T supermarket
B RE-ZERBRTS
—ZEE=FAA+—H
Forceworld Investments Limited Hong Kong HK$500,000 100% Property holding
AMERERRAR 15th July, 1988 500,000 7T MEFRE
B
—NANFEA+EA
Future Develop Limited British Virgin Islands uss$3 100% Investment holding
12th December, 2003 - AR
RBERELHS
—ZET=F+-A+—H
Glory Line Management Limited ~ Hong Kong HK$500,000 100% Provision of property
BEEERRAA 5th September, 1995 500,000/ 7T security and
BB management services
—ANAFNAARA MERLT MBI RYS
Grand Kinetic Limited Hong Kong HK$2 100% Property holding and
BREZHERAF 7th February, 2001 28T leasing
B MERBREE
=R e il
Pacific Trump Development Hong Kong HK$2 100% Property letting and
Limited 6th July, 1995 28T investment holding
T RAR AR B MERE RIEER
—ANAFEANHE
Public Might Limited Hong Kong HK$1,000 100% Property investment and
HEBRAT 30th August, 1984 1,000/ 7T provision of building
BB management services
—hA\EENR=1H MERE RAEE IR
Ronson Kwok Asia Pacific Hong Kong HK$1,000,000 100% Building management
Limited 5th October, 1993 1,000,000/ 7T and club operator
B AEEREREMEE

—NWNh=%+AEHA
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32.

33.

Particulars of principal subsidiaries (continued)

Name of company

Place and date of
incorporation

32.

Issued and fully
paid share capital

BE-_ZENF+-A=+—HLFE

TEMBRRFE @)
Attributable
equity interest

of the Group  Principal activities

REBPEN
AR EB AR I th 25K B B ERTRBERAE RS EEEK
Sogo Hong Kong Company Hong Kong HK$4,000,000 100% Retailing business
Limited 23rd September, 1983 4,000,0007 7T TEXT
Sk (BE) AEARAF BB
—AWN\=FNA=+=H
Superlite Limited British Virgin Islands Us$1 100% Property holding
3rd April, 2001 12570 MEFRE
RBRZHE
—ET—FMA=H
Note: The interests in the above subsidiaries are indirectly held by the Company. HizF: BB ARz B ARRERE
Potential impact arising from the recently issued accounting 33. mHAEm 2B ERIFTEEBESE
standards

In 2004, the HKICPA issued a number of new or revised Hong Kong Accounting

Standards (“HKASs”) and Hong Kong Financial Reporting Standards

("HKFRSs") (herein collectively referred to as “new HKFRSs”) which are

effective for accounting periods beginning on or after 1st January, 2005. The

Group has not early adopted these new HKFRSs in the financial statements

for the year ended 31st December, 2004. These new HKFRSs may result in

changes in the future preparation and presentation of the Group’s results

and financial position.

R-ZZMFE BB ASMMN ST K
RETEEGHER (BB RES
PATSERERER ([ BB TR HER]) (A B
REBMBRRER]) R_TTHF—A—
Bz & Fta 2 ERTHAR AR - AN R B AR A
REZE_TTOF+_A=1+—HIFEZH
WRRNZENBBM ISR RER -2 FHES
PATSFRERE RIS & B BN R B 2R ) TR 2
RRREK2WITEERER-




