Notes to the Financial Statements
HABSH R M 5T

for the year ended 31st December, 2005 #E=—ZTHhF+-_A=1+—HILFE

1. General 1. —iR=EE

The Company was incorporated as an exempted company with limited liability in
the Cayman Islands with its shares listed on The Stock Exchange of Hong Kong
Limited (“Stock Exchange”). The addresses of the registered office and principal
place of business of the Company are disclosed in the “Corporate Information”
section to the annual report. The Company'’s ultimate holding company is Real
Reward Limited, a company incorporated in the Cayman Islands.

The financial statements are presented in Hong Kong dollars, which is the same
as the functional currency of the Company.

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

. Application of Hong Kong financial reporting standards/
changes in accounting policies

In the current year, the Group has applied, for the first time, a number of new
Hong Kong Financial Reporting Standards ("HKFRS"s), Hong Kong Accounting
Standards (“HKAS"s) and Interpretations (hereinafter collectively referred to as
“new HKFRSs") issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA") that are effective for accounting periods beginning on or after 1st
January, 2005. The application of the new HKFRSs has resulted a change in the
presentation of income statement, balance sheet and the statement of changes
in equity. In particular, the presentation of share of tax of jointly controlled entity
and minority interests has been changed. The adoption of the new HKFRSs has
resulted in changes to the Group’s accounting policies in the following areas that
have an effect on how the results for the current or prior accounting periods are
prepared and presented:
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2. Application of Hong Kong financial reporting standards/

changes in accounting policies (continued)

Investment properties

HKAS 40 Investment Property requires an investment property to be accounted
for using the cost model or the fair value model. The Group has elected to use the
fair value model to account for its investment properties which requires gains or
losses arising from changes in the fair value of investment properties to be
recognised directly in the profit or loss for the period in which they arise. In previous
periods, investment properties under the predecessor standard were measured
at open market values, with revaluation surplus or deficit credited or charged to
investment property revaluation reserve unless the balance on this reserve was
insufficient to cover a revaluation decrease, in which case the excess of the
revaluation decrease over the balance on the investment property revaluation
reserve was charged to the income statement. Where a decrease had previously
been charged to the income statement and revaluation increase subsequently
arose, that increase was credited to the income statement to the extent of the
decrease previously charged. The Group has applied the relevant transitional
provisions in HKAS 40 and elected to apply HKAS 40 from 1st January, 2005 onwards.
The amount held in investment property revaluation reserve at 1st January, 2005
has been transferred to the Group’s accumulated loss. (See Note 3 for the financial
impact to the current year.)

Deferred taxes related to investment properties

In previous years, the deferred tax consequences in respect of revalued investment
properties were assessed on the basis of the tax consequence that would follow
from recovery of the carrying amount of the properties through sale in accordance
with the predecessor Interpretation. HK(SIC) Interpretation 21 Income Taxes -
Recovery of Revalued Non-Depreciable Assets removes the presumption that the
carrying amount of investment properties are to be recovered through sale.
Therefore, the deferred tax consequences of the investment properties are now
assessed on the basis that reflect the tax consequences that would follow from
the manner in which the Group expects to recover the property at each balance
sheet date. In the absence of any specific transitional provisions in HK(SIC)
Interpretation 21, this change in accounting policy should have been applied
retrospectively. However, the adoption of HK(SIC) Interpretation 21 does not have
any significant impact on the profit of the prior period and no prior period
adjustment is necessary.
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2. Application of Hong Kong financial reporting standards/

changes in accounting policies (continued)

Financial instruments

Classification and measurement of financial assets and financial liabilities

The Group classifies and measures its financial instruments in accordance with
HKAS 39 “Financial Instruments: Recognition and Measurement”. Under HKAS 39,
financial assets are classified as “financial assets at fair value through profit or
loss”, "available-for-sale financial assets”, “loans and receivables” or “held-to-
maturity financial assets”. The classification depends on the purpose for which
the assets are acquired. “Financial assets at fair value through profit or loss” and
“available-for-sale financial assets” are carried at fair value, with changes in fair
values recognised in profit or loss and equity respectively. “Loans and receivables”
and "held-to-maturity financial assets” are measured at amortised cost using the
effective interest method. Financial liabilities are generally classified as “financial
liabilities at fair value through profit and loss” or “other financial liabilities”. Financial
liabilities at fair value through profit or loss are measured at fair value, with changes
in fair value being recognised in profit or loss directly. Other financial liabilities are
carried at amortised cost using the effective interest method after initial recognition.
The adoption of HKAS 32 and HKAS 39 does not have any significant impact on the
profit of the prior period except for the cost of equity transactions.

Cost of equity transactions

Under HKAS 32, the Company records transaction costs of an equity transaction
as a deduction from equity. The transaction costs of an equity transaction are
accounted for as a deduction from equity to the extent they are incremental costs
directly attributable to the equity transaction that otherwise would have been
avoided. Transaction costs that relate jointly to more than one transaction (for
example, costs of a concurrent offering of some shares and a stock exchange
listing of other shares) are allocated to these transactions using a basis of allocation
that is rational and consistent with similar transactions.

On applying HKAS 32, an adjustment of approximately HK$27,173,000 relating to
listing expenses has been reversed from share premium and included in the net
profit for the year ended 31st December, 2004 (see note 3 for the financial impact).
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2. Application of Hong Kong financial reporting standards/

changes in accounting policies (continued)

Business combinations

In the current year, the Group has applied HKFRS 3 Business Combinations which
is effective for business combination for which the agreement date is on or after
1st January, 2005. The principal effect of the application of HKFRS 3 to the Group
are summarised are follows:

EXxcess of cost over the Group’s interest in the net fair value of acquiree’s identifiable
assets, liabilities and contingent liabilities

In accordance with HKFRS 3, any excess of cost over the Group's interest in the
net fair value of acquiree’s identifiable assets, liabilities and contingent liabilities is
treated as goodwill which is measured at cost less accumulated impairment 10ss.
Goodwill will be tested for impairment at least annually.

Excess of the Group’s interest in the net fair value of acquiree’s identifiable assets,
liabilities and contingent liabilities over cost

In accordance with HKFRS 3, any excess of the Group's interest in the net fair
value of acquiree’s identifiable assets, liabilities and contingent liabilities over the
cost of acquisition (“discount on acquisition”) is recognised immediately in profit
or loss in the period in which the acquisition takes place.

Contingent liabilities of acquirees

In accordance with HKFRS 3, contingent liabilities of an acquiree are recognised at
the date of the acquisition if the fair value of the contingent liabilities can be
measured reliably.

Previously, contingent liabilities of acquirees were not recognised separately from
goodwill. The application of HKFRS 3 has no material impact to the Group.
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2. Application of Hong Kong financial reporting standards/

changes in accounting policies (continued)

Interests in joint ventures

Joint venture arrangements that involve the establishment of a separate entity in
which each venturer has an interest are referred to as jointly controlled entities.
The Group reports its interests in jointly controlled entities using equity method of
accounting, except when the investment is classified as held for sale, in which
case it is accounted for under HKFRS 5 Non-current Assets Held for Sale and
Discontinued Operations.

Any goodwill arising on the acquisition of the Group's interest in a jointly controlled
entity is accounted for in accordance with the Group's accounting policy for
goodwill arising on the acquisition of a subsidiary (see above).

Where the Group transacts with its jointly controlled entity, unrealised profits and
losses are eliminated to the extent of the Group’s interest in the jointly controlled
entity.

Share-based payments

In the current year, the Group has applied HKFRS 2 “Share-based Payment” which
requires an expense to be recognised where the Group buys goods or obtains
services in exchange for shares or rights over shares (“equity-settled transactions”),
or in exchange for other assets equivalent in value to a given number of shares or
rights over shares (“cash-settled transactions”). The principal impact of HKFRS 2
on the Group is in relation to the expensing of the fair value of share options
granted to directors and employees of the Group, determined at the date of grant
of the share options, over the vesting period. There is no impact for the prior
period as no options were granted in prior years.
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3. Summary of the effect of the changes in accounting policies 3. BRBREHTZLEBME
The effects of the changes in the accounting policies described above on the FREHBREHE B BT FERECZENT:

results for the current and prior year are as follows:

2005 2004
—EEREF —TTE
HK$'000 HK$'000
FiEx FHBIT
Recognition of share-based payment as expenses &R (3 A H (1,400) -
Fair value changes on investment properties BEME 2 N HES 4,300 -
Transaction costs attributable to listing of shares &5 ET BB KA - (27,173)
Increase (decrease) in profit for the year AF s A CRl s 2,900 (27,173)
The financial effects of the application of the new HKFRSs to the Group’s equity at [ERF I EAVBMEENEREER _STNF+=
31st December, 2004 and 1st January, 2005 are summarised below: A=+—BER=ZTRF—A BRI B IBTE
BT
As at
31.12.2004 As at As at
(originally 31.12.2004 1.1.2005
stated) Adjustment (restated) Adjustment (restated)
R-ZENF R-ZBZNE R-ZEZRF
+=ZA=+—-H +=A=+-H —B—H
(REZ5) Eikd (%) ik (B%1)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FiT FHT FHT FHT FHT
Accumulated losses REtEE (678,900) (27,173) (706,073) 2,882 (703,191)
Investment property "EYE
revaluation reserve EhFHEE 2,882 - 2,882 (2,882) -
Share premium &0 im(E 2,460,978 27,173 2,488,151 - 2,488,151

Total effects on equity IRz B A 1,784,960 - 1,784,960 - 1,784,960
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(continued)

3. Summary of the effect of the changes in accounting policies

The Group has not early applied the following standards and interpretations issued

by Hong Kong Financial Reporting Interpretations Committee that have been issued

but are not yet effective.

HKAS 1 (Amendment)
HKAS 19 (Amendment)

HKAS 21 (Amendment)
HKAS 39 (Amendment)

HKAS 39 (Amendment)
HKAS 39 & HKFRS 4
(Amendments)

HKFRS 6

HKFRS 7

HKFRS = INT 4

HKFRS — INT 5

HK(IFRIC) = INT 6

HK(FRIC) = INT 7

HK(IFRIC) - INT 8

o os w N

Capital disclosures’

Actuarial gains and losses, group plans and
disclosures?

Net investment in a foreign operation?

Cash flow hedge accounting of
forecast intragroup transactions?

The fair value option?

Financial guarantee contracts?

Exploration for and evaluation of
mineral resources?

Financial instruments: Disclosures’

Determining whether an arrangement
contains a lease?

Rights to interests arising from decommissioning
restoration and environmental rehabilitation
funds?

Liabilities arising from participating in a
specific market — waste electrical and
electronic equipment?

Applying the restatement approach under
HKAS 29 Financial Reporting in
Hyperinflationary Economies*

Scope of HKFRS 2°

Effective for annual periods beginning on or after 1st January, 2007.
Effective for annual periods beginning on or after 1st January, 2006.
Effective for annual periods beginning on or after 1st December, 2005.
Effective for annual periods beginning on or after 1st March, 2006.
Effective for annual periods beginning on or after 1st May, 2006.
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3. Summary of the effect of the changes in accounting policies

(continued)

The directors of the Company anticipate that the application of the above standards
and interpretations will have no material impact on the financial statements of the
Group except for the adoption of HKAS 39 & HKFRS 4 (Amendment) “Financial
guarantee contracts” which requires financial guarantee contracts within the scope
of HKAS 39 to be initially measured at fair value. The Group has commenced
considering the potential impact of HKAS 39 & HKFRS 4 (Amendment) but is not
yet in a position to determine whether they would have a significant impact on
how its results of operations and financial position are prepared and presented.

. Significant accounting policies

The consolidated financial statements have been prepared under the historical
cost convention, as modified for investment properties and certain financial
instruments, which are measured at fair value, as explained in accounting policies
set out below.

The consolidated financial statements have been prepared in accordance with
HKFRSs issued by the HKICPA. In addition, the consolidated financial statements
include applicable disclosures required by the Rules Governing the Listing of
Securities on the Stock Exchange and by the Hong Kong Companies Ordinance.

Basis of consolidation
The consolidated financial statements incorporate the financial statements of the
Company and its subsidiaries.

The results of subsidiaries acquired or disposed of during the year are included in
the consolidated income statement from the effective date of acquisition or up to
the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries
to bring their accounting policies into line with those used by other members of
the Group.

All intra-group transactions, balances, income and expenses are eliminated on
consolidation.

Minority interests in the net assets of consolidated subsidiaries are presented
separately from the Group’s equity therein. Minority interests in the net assets
consist of the amount of those interests at the date of the original business
combination and the minority’s share of changes in equity since the date of the
combination. Losses applicable to the minority in excess of the minority’s interest
in the subsidiary’s equity are allocated against the interests of the Group except
to the extent that the minority has a binding obligation and is able to make an
additional investment to cover the losses.
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4. Significant accounting policies (continued)

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.

Minimum guaranteed sales commission is recognised in according to the terms
of contracts.

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

Investment properties

On initial recognition, investment properties are measured at cost, including any
directly attributable expenditure. Subsequent to initial recognition, investment
properties are measured using the fair value model. Gains or losses arising from
changes in the fair value of investment property are included in profit or loss for
the period in which they arise.

Property, plant and equipment
Property, plant and equipment are stated at cost/deemed cost less subsequent
accumulated depreciation and accumulated impairment losses, if any.

Depreciation is provided to write off the cost of items of property, plant and
equipment over their estimated useful lives and after taking into account of their
estimated residual value, using the straight-line method, at the following rates per
annum:
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4. Significant accounting policies (continued) 4. FEEFHBUR (&)

Property, plant and equipment (continued)
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.

An item of property, plant and equipment is derecognised upon disposal or when
no future economic benefits are expected to arise from the continued use of the
asset. Any gain or loss arising on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the carrying amount of the
item) is included in the income statement in the year in which the item is
derecognised.

Jointly controlled entities

Joint venture arrangements that involve the establishment of a separate entity in
which venturers have joint control over the economic activity of the entity are
referred to as jointly controlled entities.

The results and assets and liabilities of jointly controlled entities are incorporated
in the consolidated financial statements using the equity method of accounting,
except when the investment is classified as held for sale, in which case it is
accounted for under HKFRS 5 “Non-current Assets Held for Sale and Discontinued
Operations”. Under the equity method, investments in jointly controlled entities
are carried in the consolidated balance sheet at cost as adjusted for post-acquisition
changes in the Group's share of the profit or loss and of changes in equity of the
jointly controlled entities, less any identified impairment loss. When the Group’s
share of losses of a jointly controlled entity equals or exceeds its interest in that
jointly controlled entity (which includes any long-term interests that, in substance,
form part of the Group’s net investment in the jointly controlled entity), the Group
discontinues recognising its share of further losses. An additional share of losses
is provided for and a liability is recognised only to the extent that the Group has
incurred legal or constructive obligations or made payments on behalf of that
jointly controlled entity.

When a Group entity transacts with a jointly controlled entity of the Group,
unrealised profits or losses are eliminated to the extent of the Group's interest in
the jointly controlled entity, except to the extent that unrealised losses provide
evidence of an impairment of the asset transferred, in which case, the full amount
of losses is recognised.
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4. Significant accounting policies (continued)

Non-current assets held for sale

Non-current assets and disposal groups are classified as held for sale if their
carrying amount will be recovered principally through a sale transaction rather
than through continuing use. This condition is regarded as met only when the sale
is highly probable and the asset (or disposal group) is available for immediate sale
in its present condition.

Non-current assets (and disposal groups) classified as held for sale are measured
at the lower of the assets (‘'disposal groups’) previous carrying amount and fair
value less costs to sell.

Leases

Assets held under finance leases are recognised as assets of the Group at their
fair value at the inception of the lease or, if lower, at the present value of the
minimum lease payments. The corresponding liability to the lessor is included in
the balance sheet as a finance lease obligation. Lease payments are apportioned
between finance charges and reduction of the lease obligation so as to achieve a
constant rate of interest on the remaining balance of the liability. Finance charges
are charged directly to profit or loss.

Rentals payable under operating leases are charged to profit or loss on a straight-
line basis over the term of the relevant lease. Benefits received and receivable as
an incentive to enter into an operating lease are recognised as a reduction of
rental expense over the lease term on a straight-line basis.

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.
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4. Significant accounting policies (continued) 4. FEEFHBUR (&)
Financial instruments SRIA
Financial assets and financial liabilities are recognised on the balance sheet when EAREEETARKAIAS OB ZEIN AR RE
a Group entity becomes a party to the contractual provisions of the instrument. EABERERACREERCRAGE SREERSRE
Financial assets and financial liabilities are initially measured at fair value. B RATEAE - WESETEREERSRAE
Transaction costs that are directly attributable to the acquisition or issue of financial (BBREZUATAEIRZ SHEERSRBERIN
assets and financial liabilities (other than financial assets and financial liabilities at HERERZKNARNTHAN EeREEXREHEA
fair value through profit or loss) are added to or deducted from the fair value of B2 ATEMASIR GRERBERME) MEEBIE
the financial assets or financial liabilities, as appropriate, on initial recognition. HAAFETR SREES SR B BEERERZHK
Transaction costs directly attributable to the acquisition of financial assets or BN B TR

financial liabilities at fair value through profit or loss are recognised immediately
in profit or loss.

Financial assets THEE

Financial assets are classified into one of the four categories, including financial ERMEES ANE BEEBBEAATEIR 2/
assets at fair value through profit or loss, loans and receivables, held-to-maturity BE BERRERRIE FERRPE 2 RERAIHEE
investments and available-for-sale financial assets. All regular way purchases or ERMEE-MAUNERFABEILEZEMEELRZ
sales of financial assets are recognised and derecognised on a trade date basis. SREERRRSIGRER EREERHETNRTEE
Regular way purchases or sales are purchases or sales of financial assets that IR T B HIRRE 2 BRI AN EE A R EE K
require delivery of assets within the time frame established by regulation or HESREE-AEEz eMEERIEERRIEWGIE
convention in the marketplace. The Group’s financial assets comprise of loan and ARAHEESRERE - BRAEHBREN T

receivables and available-for-sale financial assets. The applicable accounting
policies are set out below.

Loans and receivables B REKTE

Loans and receivables are non-derivative financial assets with fixed or determinable BERRERRERREETSFENREEIFTES
payments that are not quoted in an active market. At each balance sheet date BEE BETgmEaRmSEE NP RRE S EEE
subsequent to initial recognition, loans and receivables (including trade receivable, H ERREWIE (RIEREERR ke B E R &
deposits, loan receivable, balances due from a jointly controlled entity and other W — R AR I B BB 4t o R B FEIGRIE) SRR BRI
receivable) are carried at amortised cost using the effective interest method, less TRRB B IR AR B E R R EE B RR-HEE
any identified impairment losses. An impairment loss is recognised in profit or BEBREREAELRRE MREEENERER KA
loss when there is objective evidence that the asset is impaired, and is measured EREEREREERNEMR M HRRERER
as the difference between the asset’s carrying amount and the present value of B ZEE & E B S RGN EE _FBRER
the estimated future cash flows discounted at the original effective interest rate. BIBEREHE 2 SR RUBEE BN H 12 iR e -
Impairment losses are reversed in subsequent periods when an increase in the LARSRE B BBl 2 B ERR I E T 2B H 7 W A RERR
asset’s recoverable amount can be related objectively to an event occurring after B2 BN T RER S AR

the impairment was recognised, subject to a restriction that the carrying amount
of the asset at the date the impairment is reversed does not exceed what the
amortised cost would have been had the impairment not been recognised.
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4. Significant accounting policies (continued)

Financial assets (continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated
or not classified as any of the other categories. At each balance sheet date
subsequent to initial recognition, available-for-sale financial assets are measured
at fair value. Changes in fair value are recognised in equity, until the financial
asset is disposed of or is determined to be impaired, at which time, the cumulative
gain or loss previously recognised in equity is removed from equity and recognised
in profit or loss. Any impairment losses on available-for-sale financial assets are
recognised in profit or loss. Impairment losses on available-for-sale equity
investments will not reverse in subsequent periods. For available-for-sale debt
investments, impairment losses are subsequently reversed if an increase in the
fair value of the investment can be objectively related to an event occurring after
the recognition of the impairment loss.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a Group entity are classified
according to the substance of the contractual arrangements entered into and the
definitions of a financial liability and an equity instrument.

An equity instrument is any contract that evidences a residual interest in the assets
of the Group after deducting all of its liabilities. Financial liabilities are classified
into financial liabilities at fair value through profit or loss and other financial liabilities.
The Group's financial liabilities comprise of only other financial liabilities. The
accounting policies are set out below.

Other financial liabilities

Other financial liabilities including bank and other borrowings, trade payables,
concessionaire sales payable, other payables, deposits, amount due to a jointly
controlled entity and accrued charges are subsequently measured at amortised
cost, using the effective interest rate method.

Equity instruments
Equity instruments issued by the Company are recorded at the proceeds received,
net of direct issue costs.
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4. Significant accounting policies (continued) 4. FEEFHBUR (&)
Derecognition IR
Financial assets are derecognised when the rights to receive cash flows from the SHMEERBEEWTRReRE 2 ENERMRERMEE
assets expire or, the financial assets are transferred and the Group has transferred PEEAREEERSREAEMAGRZBRABOER R
substantially all the risks and rewards of ownership of the financial assets. On 1R FIBR R R GIBR R 2 Bl A EE R - B A AR (A B
derecognition of a financial asset, the difference between the asset’s carrying BIRRERE EERIRAER 2 Rt Ues s g8 2 4850
amount and the sum of the consideration received and the cumulative gain or 2 ZRERERER

loss that had been recognised directly in equity is recognised in profit or loss.

For financial liabilities, they are removed from the Group's balance sheet (i.e. when REBEHAEEETERR SHEkERR 2REE
the obligation specified in the relevant contract is discharged, cancelled or expires). BASEEEABRIG FIRER SREEREE
The difference between the carrying amount of the financial liability derecognised B KR ER 2 ZERIE SR

and the consideration received or receivable is recognised in profit or loss.

Impairment losses WEEE

At each balance sheet date, the Group reviews the carrying amounts of its tangible TEERSHERENEGERELAEREE UE
and intangible assets to determine whether there is any indication that those assets FREEEBALRAEBENR WEEZ AJlE®
have suffered an impairment loss. If the recoverable amount of an asset is BEFHEREREEE A EECRABEREETKES
estimated to be less than its carrying amount, the carrying amount of the asset is R R BB IERR R A Lo

reduced to its recoverable amount. An impairment loss is recognised as an expense

immediately.

Where an impairment loss subsequently reverses, the carrying amount of the MR EBEEERD KA EERMEEELEET
asset is increased to the revised estimate of its recoverable amount, but so that fEET PR E £ 5 R R S 2 RIETSBRRERNE
the increased carrying amount does not exceed the carrying amount that would FEEWEGEERRNESEMNSTE 2 REERE
have been determined had no impairment loss been recognised for the asset in B A B BN R R B U A o

prior years. A reversal of an impairment loss is recognised as income immediately.

Share-based payment transactions BRI S

The fair value of services received determined by reference to the fair value of K2EPR BB L EREA T EET 2 FERR
share options granted at the grant date is expensed on a straight-line basis over BATHERG BRI B AT i RGN (&
the vesting period, with a corresponding increase in equity (share based payment DRRGEE) ©

reserve).

At the time when the share options are exercised, the amount previously REE R TE R SCATR IR (D T R B ER 2 5
recognised in share based payment reserve will be transferred to share premium. ERERRE WIS BB B MR T BIE IR
When the share options are not exercised at the expiry date, the amount previously R EEER 2 S EBERE 25 EH

recognised in share based payment reserve will be transferred to accumulated
profits.
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4. Significant accounting policies (continued)

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.
The Group's liability for current tax is calculated using tax rates that have been
enacted or substantively enacted by the balance sheet date.

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
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 and interests in a jointly controlled entity, 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 is realised. Deferred tax is charged or
credited in profit or loss, except when it relates to items charged or credited directly
to equity, in which case the deferred tax is also dealt with in equity.
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4. Significant accounting policies (continued)

Foreign currencies

In preparing the financial statements of each individual Group entity, transactions
in currencies other than the functional currency of that entity (foreign currencies)
are recorded in its functional currency (i.e. the currency of the primary economic
environment in which the entity operates) at the rates of exchanges prevailing on
the dates of the transactions. At each balance sheet date, monetary items
denominated in foreign currencies are retranslated at the rates prevailing on the
balance sheet date. Non-monetary items carried at fair value that are denominated
in foreign currencies are retranslated at the rates prevailing on the date when the
fair value was determined. Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on the
translation of monetary items, are recognised in profit or loss in the period in
which they arise, except for exchange differences arising on a monetary item that
forms part of the Group's net investment in a foreign operation, in which case,
such exchange differences are recognised in equity in the consolidated financials
statements. Exchange differences arising on the retranslation of non-monetary
items carried at fair value are included in profit or loss for the period except for
differences arising on the retranslation of non-monetary items in respect of which
gains and losses are recognised directly in equity, in which cases, the exchange
differences are also recognised directly in equity.

For the purposes of presenting the consolidated financial statements, the assets
and liabilities of the Group’s foreign operations are translated into the presentation
currency of the Company (i.e. Hong Kong dollars) at the rate of exchange prevailing
at the balance sheet date, and their income and expenses are translated at the
average exchange rates for the year, unless exchange rates fluctuate significantly
during the period, in which case, the exchange rates prevailing at the dates of
transactions are used. Exchange differences arising, if any, are recognised as a
separate component of equity (the exchange reserve). Such exchange differences
are recognised in profit or loss in the period in which the foreign operation is
disposed of.

Goodwill and fair value adjustments on identifiable assets acquired arising on an
acquisition of a foreign operation on or after 1st January, 2005 are treated as
assets and liabilities of that foreign operation and translated at the rate of exchange
prevailing at the balance sheet date. Exchange differences arising are recognised
in the exchange reserve.

Lifestyle International Holdings Limited
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4. Significant accounting policies (continued)

Retirement benefit costs
Payments to defined contribution retirement benefit plans are charged as an
expense as they fall due.

. Critical accounting judgements and key sources of estimation
uncertainty

In the process of applying the entity’s accounting policies which are described in
note 4, management has made the following judgment that have significant effect
on the amounts recognised in the financial statements. The key assumptions
concerning the future, and other key sources of estimation uncertainty at the
balance sheet date, that have a significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities within the next financial year, are
also discussed below.

Depreciation

The Group's net book value of property, plant and equipment as at 31st December,
2005 was HK$2,327 million. The Group depreciates the property, plant and
equipment other than leasehold land and building on a straight line basis over the
estimated useful life, and after taking into account of their estimated residual
value, using the straight-line method, at the rate 10% to 20% per annum,
commencing from the date the equipment is placed into productive use. The
estimated useful life and dates that the Group places the equipment into productive
use reflects the directors’ estimate of the periods that the Group intend to derive
future economic benefits from the use of the Group’s plant and equipment.

Allowances for bad and doubtful debts

The amount of bad and doubtful debts provided during the year ended 31st
December, 2005 was HK$5,863,000 which relate mainly to rental receivable. The
policy for allowance of bad and doubtful debts of the Group is based on the
evaluation of collectability and aging analysis of accounts and on management’s
judgment. A considerable amount of judgment is required in assessing the ultimate
realisation of these receivables, including the current creditworthiness and the
past collection history of each tenant. If the financial conditions of tenant of the
Group were to deteriorate, resulting in an impairment of their ability to make
payments, additional allowances may be required.
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5. Critical accounting judgements and key sources of estimation

uncertainty (continued)

Write-down of for inventories

The management of the Group reviews an aging analysis at each balance sheet
date, and allowance for obsolete and slow-moving inventory items identified that
are no longer suitable for sales. The Group carries out an inventory review on a
item by item basis at each balance sheet date and writes down the value allowance
for obsolete items.

Income taxes

As at 31st December, 2005, a deferred tax asset of HK$11,477,000 in relation to
unused tax losses has been recognised in the Group’s balance sheet. The
realisability of the deferred tax asset mainly depends on whether sufficient future
profits or taxable temporary differences will be available in the future. In cases
where the actual future profits generated are less than expected, a material reversal
of deferred tax assets may arise, which would be recognised in the income
statement for the period in which such a reversal takes place.

. Financial risk management objectives and policies

The Group’s major financial assets and liabilities include bank balances and cash,
equity investments, borrowings, trade receivables, trade payables, amount due
from/to a jointly controlled entity and concessionaire sales payable. Details of
these financial instruments are disclosed in respective notes. The risks associated
with these financial instruments and the policies on how to mitigate these risks
are set out below. The management manages and monitors these exposures to
ensure appropriate measures are implemented on a timely and effective manner.

Currency risk

Certain subsidiaries of the Company have foreign currency sales and borrowings,
which expose the Group to foreign currency risk. The Group currently does not
have a foreign currency hedging policy. However, the management monitors
foreign exchange exposure and will consider hedging significant foreign currency
exposure should the need arises.

Interest rate risk

The Group is exposed to interest rate risk through the impact of interest rate
changes on interest bearing bank borrowings (bank borrowings carry interest at
variable rate and fixed rate). The interest rates and terms of repayment of bank
borrowings of the Group are disclosed in note 28. The Group currently does not
have an interest rate hedging policy.

5.
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6. Financial risk management objectives and policies (continued)

Credit risk

The Group’s maximum exposure to credit risk in the event of the counterparties
failure to perform their obligations as at 31st December, 2005 in relation to each
class of recognised financial assets is the carrying amount of those assets as
stated in the consolidated balance sheet. In order to minimise the credit risk, the
management of the Group has formulated a defined fixed credit policy and
delegated a team responsible for determination of credit limits, credit approvals
and other monitoring procedures to ensure that follow-up action is taken to recover
overdue debts. In addition, the Group reviews the recoverable amount of each
individual trade receivable regularly at each balance sheet date to ensure that
adequate impairment losses are made for irrecoverable amounts. In this regard,
the directors of the Company consider that the Group’s credit risk is significantly
reduced.

The Group has no significant concentration of credit risk, with exposure spread
over a number of counterparties and customers.

Price risk

The Group's available-for-sale investments are measured at fair value at each
balance sheet date. Therefore, the Group is exposed to equity security price risk.
The management manages this exposure by maintaining a portfolio of investments
with different risk profiles.

. TURNOVER

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 is
analysed as follows:
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2005 2004

—EERF —ZTZTNF

HK$'000 HK$'000

FET FAET

Sales of goods - direct sales EmEE —EEREE 1,258,538 962,256
Income from concessionaire sales R EEEERA 726,538 579,611
Services income BRAGUTA 53,953 37,102
Rental income HLUWA 55,270 29,759

2,094,299 1,608,728
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7. TURNOVER (continued)
The cost of sales and direct operating expenses are analysed as follows:
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7. BEE(®)
HERARREREZERAIANIT:

2005 2004

— e

HK$'000 HK$'000

FET FET

Costs of direct sales HEHEERAE 895,033 682,961
Direct operating expenses BEREEERE 86,611 43,256
981,644 726,217

8. Business and geographical segments

(0]

Geographical segments

The Group's operations are located in Hong Kong and Shanghai, the People’s
Republic of China (the “PRC"). The location of the Group's operations are the

basis on which the Group reports its primary segment information for the

current year. In the previous year, all the Group's turnover, contribution to

operating profit and asset was attributable to operations located in Hong Kong.

Accordingly no analysis of geographical segments was presented in 2004.

8. XBRUMELDH
(i) HEHE
AEBEBUNEERPEARLME ([FE])
b REE AR A A E IR AR FE
TENWEM 2 EE-BEFE AEEMRBLE
B R2ENERMEBEEDREMNEEZEE R
W =T RNELE2FHE D EE T

2005 —_EFRE
Income statement &
Consolidated
Hong Kong PRC total
] h REHRE
HK$'000 HK$'000 HK$'000
FHET FHT FHT
Turnover R
External sales HIMEE 1,910,352 183,947 2,094,299
Result ]
Segment result DEPELE 715,101 (41,495) 673,606
Share of results of a jointly DME—RERFHEEEE
controlled entity 3,624 3,624
Finance costs BB R (51,035)
Profit before tax R AT ) 626,195
Income tax expenses Fris®im s (102,299) (102,299)
Profit for the year REE T 523,896
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8. Business and geographical segments (continued) 8. E¥BRMENE (&)
Balance sheet EEAEXR

Consolidated

Hong Kong PRC total

Ei Gl FEBE

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

FHTT FHTT FHT

Assets BE

Segment assets DEBEE 4,720,990 377,144 5,098,134

Interest in a jointly controlled entity R—RAREHEE 2 R 436,728 436,728

Loan to a jointly controlled entity m—RAEZEHIFEREER 82,034 82,034

Unallocated corporate assets ROMAREE 12,295

Consolidated total assets TAEBERE 5,629,191

Liabilities BfE

Segment liabilities PEEE 1,847,464 326,834 2,174,298

Unallocated corporate liabilities RAOBARBRE 87,700

Consolidated total liabilities A AERE 2,261,998

Other information HigR
Capital additions BRI 81,735 50,591 132,326
Capital additions on acquisition W R B JaB 1 B 2 B ANHE N
of subsidiaries - 240,132 240,132
Depreciation and amortisation EREH 94,006 30,965 124,971
Loss on disposal of property, plant and HEME BE KRB 2EE

equipment 255 - 255

Allowance for bad and doubtful debts RIZREE 431 5,432 5,863

Write-down of obsolete inventories E ST S HMOR 328 654 982
(i) Over 90% of the Group’s turnover and contribution to operating profit is (i) AEEEBIO%E XBME LR ERRELEE

attributable to the operation of department stores for retailing of merchandises. EEAmTE IR KA

Accordingly no analysis of business segment is presented.
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9. Other operating income 9. Hih&=aAN

2005 2004
—ETHF —ZETEF
HK$'000 HK$'000
FET FA&T
Cleaning income BREA 11,674 7,772
Gain on disposal of investment held for trading HEFRHEERERE 2 W 1,881 -

Gain on disposal of property, HEVE - BER
plant and equipment B - 2,421
Interest income FBUA 51,800 14,082
Interest from a jointly controlled entity W —R AR EE 2 F S 7,450 -
Minimum guaranteed sales commission BEREFHEMRS 40,088 16,099
Project income HE KA 3,639 564
Others EHih 24,336 6,343
140,868 47,281

10.Finance costs 10. BL & A

2005 2004
—ETHF —ZETEF
HK$'000 HK$'000
FET FA&T

Interest on: LATRIEE 2 F B

Bank borrowings and overdrafts and HITEF BIREREFRN
other borrowings wholly repayable FHEECEMEER

within five years 50,200 10,884
Finance leases RERL 10 1
Others Ei 825 554

51,035 11,449
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11.Profit before taxation

1. BB RTEF

2005 2004
—ETHF —ZTETNF
HK$'000 HK$'000
FET FAET
Profit before taxation has been arrived BREL AT @ F 2 kR T 5I1E B
at after charging:
Directors’ remuneration (note 12): EEHE (HE12)
Fees e 391 304
Other emoluments E b Fr A 2,486 2,476
Share-based payment RRAR 1R 180 -
Retirement benefits scheme contributions RIEFIFEI LR 14 12
3,071 2,792
Other staff costs EM8 TR 154,879 151,498
Retirement benefits scheme contributions, RINEFE B TR
net of forfeited contributions SRR 5,810 3,870
Share-based payment CENEN 1,220 -
Total staff costs #wE TR 164,980 158,160
Auditors’ remuneration ZERB & 2,450 1,121
Depreciation: rE:
—owned assets —-BEEE 124,898 81,520
- assets held under finance leases —ERVERAOREEE 73 73
124,971 81,593
Allowance for bad and doubtful debts RIZIREME 5,863 4,525
Write-down of obsolete inventories A IHTE EMOR 982 2,220
Minimum lease payments made under ML ERABETHE TR
operating leases in respect of leasehold land BFRUTATZMNZ
and buildings to SIRBLFIE
- ajointly controlled entity ——RKHEREESIEE 118,845 -
- other parties —HMAL 69,394 65,820
Loss on disposal of property, plant and equipment & BE KR EEE 255 1,747
Cost of inventories recognised as expense REIHZFERAE 895,033 682,961
Net exchange loss b i 518 R 2,236 2,060
Share of tax of a jointly controlled entity A —RAREHIE BB 3,999 -
and crediting: LARETATSIIEE :
Gross rents from investment properties KEYFEHESERE 762 1,263
Gross rents from sub-letting of BEWMESM
commercial properties e 54,508 28,496
Less: Outgoings Vi (51,220) (22,732)
Net rental income e A FE 4,050 7,027
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12.Directors’ and employees’ remuneration 12.E=REEME
The emoluments paid or payable to each of the 12 (2004: 12) directors were as ME12% (ZEZENF:12%8) EFENIEN 2Bewm
follows: T
Lau Doo  Tong Cheng Lau Lau lam  Cheung  Chung  Shek Hui

Luen-hung, Wai-hoi,  Yuklun, ~ Cheng Karshun, Luen-hung, Yuk-wai, ~ Siu-lun, Yuet-man,  Kwok-  Lai-him, Chiu- Total
Thomas  William Paul  Yutung  Henry  Joseph Amy  Simon Raymond  cheong Abraham  chung 2005
&zt

g HEE  EIR gy B34 H2E ¥32 MKB BB BEE  RER RY -EZf
HKS000  HKS000  HKS000  HKS000  HKSO00 ~ HKS000  HKS'000  HKS'000  HKS000  HKS000  HKS000  HKS'000  HKS'000
Tér  TEr  TEr  TEr  TEr  TEr A TEr  TEr  TET  TEr  TEr TEn

Fees o - - - 50 50 50 50 50 50 16 50 2 9
Other emoluments AfiEe
Sdlariesand other benefs — HERAMER 2438 I 7 - - - - - - - - - 2%
Contributions to retiement  R4VEH|
benefits schemes HEE 12 1 1 - - - - - - - - - 14
Share-based payment RBER 180 - - - - - - - - - - - 180
Total emoluments Hegs 2630 2 8 50 50 50 50 50 50 16 50 % 307
Lau Robert Tong Cheng Lau Lau lam  Cheung  Chung Shek

Luen-hung, lam  Charles  Yukdlun, ~ Cheng Karshun, Luen-hung, ~ Yuk-wai,  Siwlun, Yuetman,  Kwok-  La-him, Total
Thomas Kwong-Wai  Nickolson Paul  Yu-tung Henry  Joseph Amy  Simon Raymond  cheong  Abraham 2004
EH

e WAE EIB By #x4 0 8¢ 43E 0 B RER EEE RER -—ZINE
HKS000  HKS000  HKS000  HKSOO0  HKS000  HKSO00  HKSO00  HKSO00  HKSO00  HKS000  HKSO00  HKS000  HKS000
TR TR TR TR TEn ThR ThR ThR ThR TR TR TR TR

Fees e - - - - K K K] 3 B B B K] 3
Otfer emoluments Lfele
Salaries and other benefts EERAMER 23 - - B - - - - - - - - 2476
Contributions toretiement xR
benefits schemes B 1 - - - - - - - - - - - 12

Total emoluments fesg 2450 - - 3 3 3 3 3 3 3 3 3 2192
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12.Directors’ and employees’ remuneration (continued)
Of the five highest paid individuals of the Group for the year ended 31st December,
2005, one (2004: one) was a director of the Company and four (2004: four) are

employees of the Group, details of whose remuneration were as follows:

12.EEREEME (&)
BE_ZTAF T _A=+t-HLFE rEEL#K
BFALHR —& (CETOF: %) AAREES 5
SN (ZFTME:NE) IAAKERS REZME
FIEHSIT

2005 2004
—ETHF ZEEF
HK$'000 HK$'000
FExT FHBIT

Employees: EE:
Salary, allowances and other benefits e R REMET 7,071 6,450
Retirement benefits scheme contributions RURIERETEI R 60 60
Performance related incentive payments HIRIBHNES 1,250 715
Share-based payment [ESHENEN 580 -
8,961 7,225

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

hAFESHFALHIMN FIATHRE:

2005 2004

—EERF —ZTZTNF

Number of Number of

individuals individuals

A" N

Nil to HK$1,000,000 =% 1,000,000/ 7T 0 1
HK$1,000,001 to HK$1,500,000 1,000,001/ 7L £ 1,500,000 7T 2 3
HK$1,500,001 to HK$2,000,000 1,500,001/ 7T 22,000,000 7T 1 -
HK$2,000,001 to HK$2,500,000 2,000,001 7C £ 2,500,000 7T 1 1
HK$2,500,001 to HK$3,000,000 2,500,001 702 3,000,000 7T 1 -

During the year ended 31st December, 2005, 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.

BE_ZZAF T _A=+—HLFE rEELER
EEROEESHATNEHB URSIEMAXEER
SERIMAREE 2 e B E WA FE EEH
EREWEUERH S -
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13.Taxation 13. HIE
2005 2004
e e
HK$'000 HK$'000
FET FA&T
The charge comprises: Y HBETSER:

Hong Kong Profits Tax for the year REEBEBNER 99,685 77,640

(Ovenunderprovision in prior years: BAEFE GRERE) BETR:
Hong Kong BE (700) 478
98,985 78,118
Deferred tax charge for the year (note 29) REEIFREF AL H (H5529) 3,314 1,317
102,299 79,435

The charge represents Hong Kong Profits Tax calculated at 17.5% (2004: 17.5%) of
the estimated assessable profit for the year.

Details of the deferred tax charge for the year are set out in note 29.

The taxation charge for the year can be reconciled to the profit before taxation

SRR A E AR ERTUENIA17.5% (T Z M 4F:
17.5%) 2 TR E 2 EREM G

REFIRERHAS R BER 29 -

REEOTES R A WSR2 RTNEN E RN

per consolidated income statement as follows: i
2005 2004
—ETHF —ZETEF
HK$'000 HK$'000
FET FA&T
(Restated)
(&%)
Profit before taxation FREERT R 626,195 493,560
Tax at Hong Kong Profits Tax rates REBNEHREGFEZBIE 109,584 86,373
Tax effect of share of profit of a jointly AME—RARZEHEE &M 2 BB E
controlled entity (634) -
Tax effect of utilisation of tax losses BRLRIRERRNIBEE BB E
not previously recognised (2,166) (18,464)
Tax effect on non-taxable income BERBRBRAZ BT E (10,990) (3,770)
Tax effect on non-deductible expenses TR K2 BB 2 2,107 7,624
Tax losses not recognised RERBIBEE 16,602 560
Effect of different tax rates of subsidiaries FOEA B ERE R A8 4 2515 2 BB A AT 2
operating in other jurisdictions TRz 28 (7,285) -
(Over)underprovision in prior years BEEE (BEERE) #ETE (700) 478
Others A (4,219) 6,634
102,299 79,435
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14.Dividends

An interim dividend of HK cents 12.5 (2004: HK cents 3.9 with special dividend of
HK cents 2.7) in cash per share was paid to the shareholders of the Company
during the year. A final dividend of HK cents 14.4 (2004: HK cents 12.1) per share
with special dividend of HK cents 3.6 (2004: HK cents 8.6) in cash per share have
been proposed by the directors and is subject to approval of the shareholders in

forthcoming annual general meeting.

15.Earnings per share

The calculation of the basic earnings per share attributable to the ordinary equity

14. B2

ARRRFANRERRAR IR RS 881258
IH(ZZ2WF 398 LS IS RIBLB 278 1l) - E =2
BIR SRR EER1448I (ZTZMF 1218
1) REFBIBE B3 68 (ZZZMF 8.6/l - H

BERRREERRAFASHAE.

15. 8lREF

AABEBERREGSRERBN TR T BIR

holders of the Company is based on the following data: H:
2005 2004
—ZERF —TEmE
HK$'000 HK$'000
FET FHET
(Restated)
(&7)
Earnings el
Profit for the year attributable to RAEERERBNME 2
equity holders of the Company for the AR AR E ARG
purposes of basic earnings per share R E T 539,378 414,125
2005 2004
—EBIF —ETME
‘000 ‘000
FRR FAR
Number of shares ght 4=
Weighted average number of ordinary shares M EERERENME 2
for the purposes of basic earnings per share LRI T 777,137 666,404

No diluted earnings per share has been presented as the exercise price of the
Company'’s outstanding options, which were granted during the year, was higher

than the average market price of the Company's shares during 2005.

No diluted earnings per share is presented for 2004 as the Company did not have

any dilutive potential ordinary shares in issue.

Reconciliation of 2004 basic earnings per share:

RN F AR 2 AR R HARTTEBREZTEERAA
ARMHN -_TTRFFOHERS RLE25 SRS

&R

HRARRWEEFADRTEEEETEZ BB 8§

W25 —TTNE 2 GREERH -

“ETFESRERRNZ ERNAT

HK$S
BT
Reported figure before adjustment TR 2 HRET 0.66
Adjustment arising from adoption of HKAS 32 RN BB ERE2E ML AR (0.04)
Restated F7 0.62
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16.Investment properties 16. L EWE
HK$'000
FAT
FAIR VALUE NTE

At 1st January, 2004 RZZETWF—A—H 55,700
Revaluation surplus BHAH% 9,700
Reclassification to leasehold land and building BENOERME T RET (55,700)
At 1st January, 2005 —ETETRF—A—H 9,700
Reclassification from leasehold land and building EE%Ei"iiht&@?é%ﬁ o 9,300

Net increase in fair value recognised P RER 2 AT EGINFE
in the income statement 4,300
At 31st December, 2005 RZZEERF+=A=+—H 23,300

During the year, certain properties were reclassified from property, plant and
equipment at fair value at the date of transfer.

The carrying amount of investment properties as at 31st December 2005 comprises
leasehold land in Hong Kong held under long lease.

The fair value of the Group's investment properties at 31st December, 2005 have
been arrived at on the basis of a valuation carried out on that date by Norton
Appraisals Limited, independent qualified professional valuers not connected with
the Group. Norton Appraisals Limited are members of the Institute of Valuers, and
have appropriate qualifications and recent experiences in the valuation of similar
properties in the relevant locations. The valuation, which conforms to International
Valuation Standards, was arrived at by reference to market evidence of transaction
prices for similar properties.

At 31st December, 2005, the investment properties were valued at their open
market value by Norton Appraisals Limited, Registered Professional Surveyors, an
independent valuer, on existing use basis. The valuations as at 31st December,
2005 gave rise to a fair value change of HK$4,300,000, which had been credited to
the income statement. At 31 December 2004, the investment properties were
valued at their open market value by Norton Appraisals Limited, Registered
Professional Surveyors, an independent valuer, on existing use basis. The valuations
as at 31 December 2004 gave rise to a revaluation increase of HK$9,700,000, of
which HK$6,818,000 and HK$2,882,000 had been credited to the income statement
and the investment properties revaluation reserve respectively.

All the Group's investment properties are held for rental under operating leases.

FR-ETYENEYR AR AT EEDE BERXEE
EEibax T

REMER_ZERF+ A=t RAZEEERER
BERBERPENSAEZEEL -

EAKENERE 2B A B REXAENEHERF
HERARERER - ETRF+ - A=+—HM#ET

HEARLE FEAEEREMENZB 2 AT E-LH
BB S A BR 2 R AR ERPEE (Institute of Valuers)
G 8 WASEER RAMEHMERR A E Y
1B o %M E BB R EEAER  D2EBUMERK L
B2 IS HIE#IT.

BAYE BB (L EM M SR S A L R LA
RARIBBRITASREE WHE_TTRE+ A=
+T-BEMLARTSEEETRE ZSTRF A=
T— B2 HESHHIR A TFEES) 4,300,000/ 7T 25T
AR AR EWE BB HEMEME L E ML
B HE AR A RMRIEIR TR ESE - WHE—TTN
FHZA=+—BNARTSEEETHE  ZTTN
F+ZA=t+—HZHESBHREHZER9,700,0007%
JT E 6,818,000 7T 12,882,000/ 7T 2 Bllst AUk &
RIEESEfHE

REEMBREMEORBEEEBOREELERR
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17.Property, plant and equipment

17. 9% BB K&

Furniture,
Leasehold fixtures
land and Leasehold Plant and and Motor
buildings improvements machinery equipment vehicles Total
HELH & EE
REF  HEVERE BERBER RER® KE st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAL TR FHT TR FHT TR
COST BA
At 1st January, 2004 R=ETTmF—-A—H 2,427,235 230,759 95,481 31,244 996 2,785,715
Additions AR - 57,390 15,824 6,405 - 79,619
Reclassified from mEENEENHE
investment properties 55,700 - - - - 55,700
Disposals & (1,646) (11,358) - (266) - (13,270)
At 1st January, 2005 RZZERF—A—H 2,481,289 276,791 111,305 37,383 996 2,907,764
Exchange adjustment Nk - 4,533 76 276 - 4,885
Additions WNE - 101,947 17,177 12,920 282 132,326
Acquired on acquisition NG LSS IN
of subsidiaries - 222,877 3,753 13,502 - 240,132
Reclassified to investment BN BARENE
properties (5,030) - - - - (5,030)
Disposals/written off & /i - (10,825) - (499) - (11,324)
At 31st December, 2005 RZZTRF+=-A=1+-H 2,476,259 595,323 132,311 63,582 1,278 3,268,753
DEPRECIATION HE
At 1st January, 2004 R-ZEEWMF-A—A 504,466 167,710 69,684 14,414 204 756,478
Provided for the year FRME 46,112 21,466 8,066 5,750 199 81,593
Eliminated on disposals B (486) (9,645) - (166) - (10,297)
At 1st January, 2005 RZZERF—-A—H 550,092 179,531 77,750 19,998 403 827,774
Exchange adjustment Nk - 386 4 40 - 430
Provided for the year FAFE 46,388 60,386 7,210 10,269 218 124,971
Reclassified to investment BN EARANE
properties (214) - - - - (214)
Eliminated on disposals/ HEHE
written off - (10,825) - (244) - (11,069)
At 31st December, 2005 R=EZERF+-A=1+-H 596,266 229,978 84,964 30,063 621 941,892
NET BOOK VALUES BREFE
At 31st December, 2005 RZZTRF+=-A=1+-H 1,879,993 365,345 47,347 33,519 657 2,326,861
At 31st December, 2004 RZZTEF+=A=1+—H 1,931,197 97,260 33,555 17,385 593 2,079,990
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17. 9% BB RRE (&)

2005 2004
—ETHF —ZETEF
HK$'000 HK$'000
FET FA&T
The carrying amount of leasehold land and HE i RIEFRREE
buildings comprises buildings situated BIEMR BB T 2 EF
on land in Hong Kong:
—long lease —RHEAMEAL 483,701 496,924
- medium term lease — R EAFA Y 1,396,292 1,434,273
Property, plant and equipment held EREROHE2ME - BE
under finance lease B 102 175

During the year, certain properties were reclassified to investment properties at
fair value at the date of reclassification. The difference of HK$4,484,000 between
the fair value and the carrying amount at the date of transfer was credited to
asset revaluation reserve.

18.Interests in a jointly controlled entity
As at 31st December, 2005, the Group had interests in the following jointly
controlled entity:

FRETHEREND BRI AFEERHRHK
BN B A EERE .2 254,484,000
TEFRABRESMRHE-

18.

7%

—REeEEHERZER
WNZZBZRF+-A=+—B KEER TR ZES
HREEES:

2.8

Proportion of

Form of Place of nominal value Proportion
business establishment/ of issued capital of voting
Name of entity structure operation held by the Group power held Principal activity
AEEMH g
EREE EBEEERX B3/ RS e BHTRAHEE L RERELLH TEXH
EBshERmES Sino-foreign equity ~ PRC 50% 50% Property holding and
BRAR joint venture leasing
(Shanghai Joinbuy FINEE MEREREE
City Plaza Co., Ltd.) BEME H

Jointly controlled entity accounted for using the equity method of accounting:

B EIDEARZ KA B

2005
—ETRE
HK$'000
T

Cost of unlisted investments in a —REREHEEIELT
jointly controlled entity BE 2R 433,104
Share of post-acquisition profits AIEWEEE R T 3,624

436,728
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18.Interests in a jointly controlled entity (continued)
The summarised financial information in respect of the Group’s jointly controlled
entity which is accounted for using the equity method is set out below:

18. R—RERZBHIEIE 2 (2
REREA R A AR R EEN S AR
W

2005

—EFRE

HK$’000

THT

Non-current assets EMEEE 1,621,931
Current assets mENEE 121,320
Current liabilities nBAE 243,297
Non-current liabilities EREAE 626,498
Income ON 141,756
Expenses (53 134,508

19.Amount due from a jointly controlled entity
Amount due from a jointly controlled entity is unsecured, interest free and has no
fixed terms of repayment. The fair value of the balance as at 31st December, 2005
approximated to the corresponding carrying amount (note 23).

20.Available-for-sale investments
Available-for-sale investments as at 31st December, 2005 comprised equity
securities listed in Hong Kong. As at the balance sheet date, all available-for-sale
investments were stated at fair value. Fair values of those investments was
determined by reference to bid prices quoted in an active market. Increase in fair
value of available-for-sale investments of HK$12,799,000 was credited to the equity

19. B —RILRZEHIERIE
B —RAREN B FORAEER REREREE
B BEATN _EERF+ _A=+—HZATF
EEBRAREERS (RME23) -

20. ATt HEHRE
R-ZETRF+ZA=+—B AHHERERENE
BLEMZBRAES-REE R A HHERESRA
FEMRZFIRE 2 ATED2ERRISERTISA
BEANBREEET - AIHIERERTFEEMZ
12,799,000/ T B 5t AR B R gz o

of the Group.
21.Inventories 21. &
2005 2004
—ETHF —TTNF
HK$'000 HK$'000
FHET FHET
Merchandise held for resale BEEEERR 58,009 33,822
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22.Trade and other receivables 22. B ER SN R H fth FE U 30 1E

2005 2004

—ETHF —ZETEF

HK$'000 HK$'000

FET FET

Trade receivables FEMAR K 57,408 38,923
Less: Allowance for irrecoverable amounts R AT U B FRIE R (9,289) (7,279)
48,119 31,644

Other receivables, deposits and prepayments E b JEUGRIE 12 & R TER R 70,411 44,627

118,530 76,271

The Group's retail sales to customers are mainly on cash basis, either in cash, AEEMBEFEHNZTEHEEZURHETT 7 AR
© MARREE A RAe ARARE B RER S FE U AR TR
BERARHEE B EE RS EECR - AR EEUGR

RN BBEEANREANTIT

debit card or credit card payments. The Group does not have a defined fixed credit
policy as majority of its trade receivables arise from credit card sales. An aged
analysis of the Group's trade receivables as at the balance sheet date is as follows:

2005 2004

—ETHF —_ZTmE

HK$'000 HK$'000

FET FAT

0-30days 0Z30H 42,726 27,816
31- 60 days 31HZE60H 5,267 3,187
61-90 days 61HZE90H 2 48
Over 90 days BiE0H 124 593
48,119 31,644

The fair value of the Group's trade and other receivables as at 31st December, AEEEYERREMERFER-_STAF+-A=

2005 approximated to the corresponding carrying amount. +—HZ AP EEEEREEES

23.Amounts due from/to a jointly controlled entity 23. BT —REREHIEERIE
The amounts are unsecured, interest-free and have no fixed terms of repayment. ZEFBAEER LA REETEERR N —RLEE

The fair value of the balances with a jointly controlled entity approximated to the BBy AT ERAEREERS (RHHFE19) -

corresponding carrying amount (note 19).

24.Structured bank deposit 24 SRITHEBMER

UL TYIRITEBMFR SR =S RFNAARARE 2
ERBRITAEREZDNEAE I EFFR=TE
AF+ZA=+—HZ AT ERBBEEEERS-

This represents a structured bank deposit with the maturity date on 6th September,
2006 and carries interest at variable rate with reference to HIBOR. The fair value of
this deposit as at 31st December, 2005 approximated to the corresponding carrying
amount.
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25.Bank balances and cash 25. RITHEFERBRE
At the balance sheet date, bank balances and cash comprised mainly short-term REER RITAF RS EEFERRAFEH EHSF
deposits which carries interest at market rates. The fair value of the amount as at Kt B -ER T RAF+-A=+—HZAFEHR
31st December, 2005 approximated to the corresponding carrying amount. FARREEAEE ©
26.Trade and other payables 26. ETERA R E M ET IR
2005 2004
e —ZENEF
HK$’000 HK$'000
FiEx FHT
Trade payables JERTRRFR 160,683 112,409
Concessionaire sales payable FER SR BB E RIE 410,309 256,000
Other payables, deposits and accrued charges HEiENFIE - Re REFER 236,069 153,216
807,061 521,625
At 31st December, 2005, included in concessionaire sales payable are amounts of RoZTRE+-A=+—B ENETrHEEETE
approximately HK$6,366,000 and HK$1,390,000 (2004: HK$6,430,000 and Nil) due FRERNBEALTARNERESTERARREAKR
to Chow Tai Fook Jewellery Co,, Ltd. and AARERE 1T CRYI) BFR A7) respectively BIRETT CRY) BRABFIED B 496,366,000/ 7T &
in which a related party, Datd Dr. Cheng Yu-tung and Dr. Cheng Kar-shun, Henry, 1,390,000/ 7T (ZZZ U4 : 53 5116,430,0008 T R T
directors of the Company, have beneficial interests. The amount was trading in T0) ARAMAEEEBERPE L IBRAELRHE
nature and relate to payables arising from concessionaire sales. These trading ZENTERER ZENEBE SIE HETEEN
balances are unsecured, non-interest bearing and repayable according to the terms EFTE SN FIAERE L ERTERAEER 28K
of the concessionaire dealership agreement. TRIRFF AT BB E I KT R
An aged analysis of the Group's trade payables at the balance sheet date is as REERGEE B 2 ENRFERR T :
follows:
2005 2004
e —2ENF
HK$'000 HK$'000
FET FHT
0-30days 0Z230H 138,417 95,743
31- 60 days 31THZE60H 13,508 12,467
61-90 days 61HZE90H 3,931 1,178
Over 90 days B30 H 4,827 3,021
160,683 112,409
The concessionaire sales payable at the balance sheet date is with the age within PEE R R TR S FE 2 BREIRTE30 R AR
30 days.
The fair value of the Group’s trade and other payables at 31st December, 2005 REFERMNEAREMENRBER _STRE+ A=

approximated to the corresponding carrying amount. +—BZ A EEBEEREERE
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27.0bligations under finance leases
The average lease term is 4 years. Interest rates underlying all obligations under
finance leases are fixed at respective contract dates ranging from 4% to 18%. All
leases are on a fixed repayment basis and no arrangements have been entered
into for contingent rental payments.

27 B HAIRE
FEMAME B ERAR T A REZ BENER
HARLABHETE N F4E18E -FTAHRAHIREEE
BEAER Y WERSAEENRET L EA R

Lifestyle International Holdings Limited

MBI EEARAT

Present value of

Minimum minimum
lease payments lease payments
RIRBLHTNIE RIEENRERE
2005 2004 2005 2004
ZEERE —TTNEF ZETRE ZETNE
HK$'000 HK$'000 HK$'000 HK$'000
Fisx FHET F#ET FHET
Amounts payable under finance leases: RV TAVIE T FIE
Within one year —F R 48 82 39 72
In more than one year but not more —FRETHBBMF
than two years 12 48 10 39
In more than two years but not more AFRETBB=F
than three years - 12 - 10
60 142 49 121
Less: Future finance charges B BIEREER (11) 1) N/A N/A
Present value of lease obligations TAAFIERE 49 121 49 121
Less: Amounts due within one year B TIARE BER —FA
shown under current liabilities BB FIE (39) (72)
Amounts due after one year — 18 BI|H 2 FIE 10 49

The Group's obligations under finance leases are secured by the lessor’s charge
over the leased assets.

All finance lease obligations are denominated in Hong Kong dollars, functional
currency of the subsidiary which entered into these arrangement.

The directors consider that the carrying amount of the obligations under finance
leases approximated their fair value.

AEEZ BEMAAEREEA 2 REEEEER-

FrAREROREOART IS ZH 2 B AR E

BAETIIE-

BEXR R mEROREZ REERATERSE-
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28.Bank borrowings, secured
Secured bank borrowings comprised bank loans and the maturity profile of the
bank borrowings is as follows:

28. HIRMRITRE

BEMBITEERRITERER RITEERNEFRBN
T

2005 2004
ZETHF —TTNEF
HK$'000 HK$'000
FiEx FHT
On demand or within one year JEEksk—FANEE 165,688 212,930
More than one year, but not —FIRETBBMF
exceeding two years 160,000 160,000
More than two years, but not WEZRBTBBRF
exceeding five years 940,000 1,500,000
1,265,688 1,872,930
Less: Amounts due within one year shown WA RBBER—FR
under current liabilities F|E 2 5KIE (165,688) (212,930)
1,100,000 1,660,000

Loan amounted to HK$1,260,000,000 carries interest at Hong Kong Interbank
Offered Rate plus 0.4%. Interest is repriced every one month to three months
period. The loan is repayable by instalments over a period of five years commencing
2004.

During the year, the Group obtained new loan in the amount of RMB35.9 million.
This loan bears interest at 4.698% per annum. At 31st December, 2005, loan
amounted to RMB5,918,000 (equivalent to HK$5,688,000) is repayable in 2006.

The directors consider that the carrying amount of bank borrowings approximate
their fair value.

At the balance sheet date, the Group has undrawn banking facilities with floating
rate expiring within 4 years amounting to approximately HK$400 million (2004:
HK$367 million).

E3X1,260,000,00078 7oL B S RITR E IR SR MN0.4E
ERNEE—E=EAAR B -TTNFRH;AF
D HREE-

N AREBERHEBERARMES5,900,0007T B
FHRL8EFHE-RZTETERF+=_A=+—H' A
R#5,918,0007C (HBE 15,688,000/ 7T) 2 EFH/BR —

TRREFEE-
BEERA RITEEZRHERE N HERE-

WEER AEEROFAREH 27 BRIBIRITRIE

REJZ #7400,000,0007% 7T (= ZZ P4 : 367,000,000/

JT) e
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29.Deferred taxation 29. IREFIE

2005 2004
e e
HK$'000 HK$'000
FET FET

Analysis for financial report purpose T IEERROAT
Deferred tax liabilities RIEFIAAE 30,344 28,137
Deferred tax assets RIERIEAE (11,477) (15,628)
Net position Pt 18,867 12,509

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

and movements thereon during the year. R B & o
Accelerated Available-
tax Tax for-sale
depreciation losses investments Total
IERIEIRE BIERE FHUHERE fast
HK$'000 HK$'000 HK$'000 HK$'000
FHT FHT FA&T FA&T
At 1st January, 2004 R-_ZTZEWNF—HF—H 12,760 (1,568) - 11,192
Charge (credit) to income for the year MRE GEA) RFEFERA 15,377 (14,060) - 1,317
At 31st December, 2004 RZTTMF+=A
=+—H 28,137 (15,628) - 12,509
(Credit) charge to income for the year (FEA) kR EARFERA (837) 4,151 - 3,314
Charge to reserve for the year Nk B ARFERE 804 - 2,240 3,044
At 31st December, 2005 RZZTREF
+=-—A=+—H 28,104 (11,477) 2,240 18,867

At the balance sheet date, the Group has deferred tax assets not recognised in
respect of tax losses of approximately HK$9.0 million (2004: HK$14.5 million)
available to offset future profits due to the unpredictability of future profit streams.

In addition, at the balance sheet date, one of the subsidiary in the PRC has deferred
tax assets not been recognised in respect of tax losses of approximately
RMB62,950,000 (equivalent to approximately HK$60,501,000) (2004: Nil) available
to offset future profits due to the unpredictability of future profit streams. An amount
of approximately RMB14,060,000 (equivalent to approximately HK$13,513,000)
(2004: Nil) of the total unused tax losses will expire in 2009 and the remaining
balance of approximately RMB48,889,000 (equivalent to approximately
HK$46,987,000) (2004: Nil) will expire in 2010. There are no other significant
temporary differences.

REEH B RE&RF RN TR ANEE A R EE
E518499,000,0007 70 (=T Z P44 : 14,500,000/ 7T.) FE
B2 AR R RS FRE R B EE -

AN RS B R BEHFIORT A TR A —R A
B2 M~ BB RSB IEE 1R 4 A R #62,950,0007T
(K948E7260,501,00087C) (ZZZMF ) #R 27l
AR AR TR FIEE BB E E-ARBBRIBEEE
FE #49 A R #514,060,0007T (#9488 513,513,000/ 7T)
(ZTTWF ) BRZTTNFRE MBBHOARE
48,889,0007T (X948E 746,987,000/ 7T) (ZZTZ 4!
)R TSR EE M E KEREE.
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30.SHARE CAPITAL 30. A&
Details of the changes in the Company'’s share capital during the year ended 31st HEZ_ZZRAE T _A=1T—HILFE KAFZRK
December, 2005 are as follows: FEFENT
2005 2004
—ZERF —TEmE
Amount Amount
I g
HK$'000 HK$'000
FExT FHT
Ordinary shares of HK$0.01 each FRMEE.01EIT 2 LBk
Authorised: JERE
On the date of incorporation [EatiynAva=E-] 390 390
Increase during 2004 ZETFEREN 19,610 19,610
At 31st December, 2004 and 2005 RIETMFER_FERF+_A=1+—H 20,000 20,000
Ordinary shares of HK$0.01 each BRMEE.01EIT 2 LBk
Issued and fully paid: BEITRAR:
At 1st January (note a) w—A—HB (Miza) 7,470 -
Allotted and issued 1 share on the date of RS, B AR 3 R AT 1 IR AR 17
incorporation - -
Issued 419,439,958 shares on Group RIS FEE SRR
Reorganisation in 2004 E%17419,439,958% % {5 - 4,194
Issued 120,560,041 shares for capitalisation R-ZETMFEFEFTERR
of loans in 2004 #17120,560,041 B A% A5 - 1,206
Issued 180,000,000 shares by placing and R-ZEMFFBEERAREE
public offering in 2004 %%17180,000,0000% A% 17 - 1,800
Exercise of over-allotment option to issue RZETFITEEREA AR
27,000,000 shares in 2004 %£4727,000,0004% % 17 - 270
Issue of shares by placing and R-ZETRFEREE
subscription in 2005 (note b) RREEITIR (MiEED) 1,000 -
At 31st December R+=—A=+—~8 8,470 7,470
(@) The Company was incorporated on 29th December, 2003 with an authorised (@) ARBNR=ZZE=F+ A= +NBAFEMKZE
share capital of HK$390,000 divided into 39,000,000 shares of HK$0.01 each. TERR A £5390,00078 7T+ 43 /39,000,00002 F AR E &
Details of movement of share capital during 2004 was disclosed in the 0.01BTTRD - BEAARTNR ST NFRAE L
Company's 2004 Annual Report. KB B2l ST NF Fiko
(b) On 30th August, 2005, the Company entered into an agreement with Real (b)) RZZZRF/\A=+H KAFEReal Reward R
Reward and the placing agent (“Agreement”). Pursuant to the terms of — R ERIBET % ([3ZiaR]) - IBRIRZ R &
Agreement, the placing agent placed 100,000,000 existing shares of the K EEREBEERI12.55BT2EE ABLE=
Company held by Real Reward at the price of HK$12.55 per share to 77 Bid & 100,000,000/% FHReal RewardFriFa 2 A2
independent third parties and Real Reward in turn subscribed for 100,000,000 AR ALY MReal Reward BIFR &A% 12,55/ 7T 2 (B
new shares of the Company at the same price of HK$12.55 per share. The & 320%100,000,00088 A< 2 BI#TAR (7 - BL &S R RMEE
placing and subscription was completed on 2nd September, 2005 and 13th PRIR_ZEERFNAZBRZETRFNA+=
September, 2005 respectively. As a result, a total of 100,000,000 ordinary shares B 5eAk o 1t - 48 24 100,000,000F X E {E0.0178 7T
of HK$0.01 each were issued and all the shares issued by the Company during 2 ERRERFEEIT MARRRERNEITZ

the year rank pari passu with each other in all respects. ARMHAEFERE RN ZE RS-
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31.SHARE-BASED PAYMENT TRANSACTIONS

The Company’s share option scheme (the “Scheme”) was adopted for a period of
10 years commencing 27th March, 2004 for the purpose of providing incentives or
rewards to selected full-time employees and directors for their contribution.

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 to be notified
by the Board and shall not exceed 10 years from the date upon which the option
are 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.
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31. R TR R

AR B S ([ZEE)) I —2TUFE=A=
TERERHTF SEAKIEZ2BERRESH
EHAKEERERIEHRBRRE -

RiEZa 8 ARR A MARBRENBARETREZ
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KRB NRHZEERBIERERNAR BT REMEAT
2B ABER A AEBRLERE-
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HEERTSR) WS AR AR S0 BRI N 1E
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31.SHARE-BASED PAYMENT TRANSACTIONS (continued) 3. BMIRR B (@)
Details of specific categories of options are as follows: R SRR 2 FHB T
Option type Date of grant Vesting period Exercise period Exercise price
MR EEE ZHAM BB T1EHR fTEE
2005 7.10.2005 7.10.2005 - 7.10.2006 - HK$12.32
7.10.2008 26.3.2014
—ETRF —ETRFTALH —ETRFETALRE “EERFTALRE 12.32& 7T
—ZEZN\F+HEH —E-mMFE=R=+<H
The following table discloses movements of the Company’s share options held by TERBEERNE FREERESFMISA A TEREY &
certain employees and directors during the year: g
Outstanding
Granted Exercised at
Option type during year during year 31.12.2005
R-FTRE
+=A=+—H
MR EEE FRiEH FRITE i RATIE
2005 6,640,000 N/A 6,640,000
—TTREF
Exercisable at the end of the year RELKLAI T1T(E NIL
No option has been granted under the Scheme in 2004. AT IO N AR S 20T A R R A
During the year ended 31st December, 2005, options were granted on 7th October, BE-—EERE+-—A=+—HIFEE AATR-Z
2005. The estimated fair value of the options granted on that date was EREF A+ BRI SRR N R
approximately HK$18 million. s AT(E L) 518,000,000 7T 0
These fair values were calculated using the Black-Scholes pricing model. The inputs N TETE ME 75 — 4T S B o
into the model were as follows: RAZMER T BT
2005
—EFRF
Weighted average share price INEFEHRE 12.148 T
Exercise price TiEE 12.32/ T
Expected volatility TERRR IR 32.47%
Expected life R 8.5%
Risk-free rate ERRL 4.18%

Expected dividend yield TEHRR B X 2.73%



Annual Report 4 # 2005 Lifestyle International Holdings Limited
FMEERERERAT

31.SHARE-BASED PAYMENT TRANSACTIONS (continued) 3. BRIHIRRSG (&)
Expected volatility was determined using the historical volatility of the Company's TEERIE AR R BRI B IBEFE 2B LR IR E &%
share price in the preceding year. The expected life used in the model has been BARER B FHRREEBLE RN A ERE-
made, based on management’s best estimate and take into account the effects of TTER B RIEFIEEL 2 REGFHEL A%

non transferability, exercise restrictions and other behavioral considerations.

The Group recognised in the income statement as expense a total of approximately REBEE_ZTERF+ A=+ —ALFE TEERE
HK$1.4 million for the year ended 31st December, 2005 in relation to the share 1 i R T W ek 2% TSR 7 S 48 8 4911,400,00078 7T
options granted.

32.ACQUISITION OF SUBSIDIARIES 32. EEKB AR

On 30th March, 2004, Excellent Global Limited (“Excellent Global”), a direct wholly- RZEZENF=A=+H AR EEZ2ENB AR

owned subsidiary of the Company, as purchaser entered into the acquisition Excellent Global Limited ( [Excellent Globall - fE&E75)

agreement with Pure Group Limited and Full Partner Limited ("Acquisition g1Pure Group Limited & Full Partner Limited ({EAE 77)

Agreement”) as vendors. Pursuant to the Acquisition Agreement, Excellent Global IS B B R (T s ] ) - IRIBULIE 75 - Excellent

has conditionally agreed to acquire: Global A &R B U :

(@) the entire issued share capital of Great Prosperity, and (@) Great Prosperity2 & B B1TAAA: &

(b) the face value of the shareholders’ loans due from Great Prosperity to Pure (b) Great Prosperity#/xPure Group Limited K& Full
Group Limited and Full Partner Limited at completion, which were on-lent to Partner LimitedfiR R B R TR s 2 EE - BEEE R
Smart Fortune Assets Limited and Gainbest Assets Limited, subsidiaries of 5 FGreat Prosperity.2 f &2 &]Smart Fortune
Great Prosperity Assets Limited & Gainbest Assets Limited °

at a consideration subject to a cap of HK$500 million. & _EBR A500,000,0007% 7T °

Great Prosperity is owned as to 50% by Pure Group Limited and 50% by Full Partner Great Prosperity4> Bl FaPure Group Limited & Full Partner

Limited. Pure Group Limited is ultimately owned by Mr. Lau Luen-hung, Thomas, a Limited & B # 4 50%# 3 - Pure Group Limited AN A A]

director of the Company, and a discretionary trust of which certain family members BFEINGREERKHEA MARTESIBMEES

of Mr. Lau Luen-hung, Joseph, a director of the Company; are eligible beneficiaries. FREKERZAT —HEEETIZEERERHA

Full Partner Limited is ultimately owned by Chow Tai Fook Enterprises Limited. AcFull Partner Limited g Bl R A& (R ¥ A R A Bl R AL

ﬁo

The acquisition was completed on 7th January, 2005. WEER ZZERAF—AtATKe



Notes to the Financial Statements 175 2 if it

32.ACQUISITION OF SUBSIDIARIES (continued) 32. WEMB AR (&)
The net assets acquired in the transaction are as follows: R GHWE EEFENT:
Acquiree’s
carrying
amount
before Fair value
combination adjustment Fair value
EHATH
WEAZ
EREE ATEAR AFE
HK$'000 HK$'000 HK$'000
FHET FHET FHT
Net assets acquired: Frik i & = S E:
Property, plant and equipment L EN N 240,132 - 240,132
Interests in/loan to a jointly R—RERITHIEEE 2 #Eas
controlled entity M—RAEZEFIEEIREER 221,147 291,506 512,653
Inventories FE 19,356 - 19,356
Trade and other receivables JE R BR 3k &% E At FE U R E 40,018 - 40,018
Bank and cash balances BITRR T 34,419 - 34,419
Trade and other payables FERTER R R EL M FE AT RRIE (121,392) - (121,392)
Amount due to a joint controlled entity JER —R AR BRI (235,525) - (235,525)
198,155 291,506 489,661
Minority interests DEIR RS 10,339
Satisfied by: PN IVES I
Cash consideration BEaRE 500,000
Net cash outflow arising on acquisition: WHEEE 2R F5E:
Cash consideration paid BREERE 500,000
Cash and cash equivalents acquired FER e KRS EEY (34,419)
465,581
The fair value adjustment was mainly attributable to the fair value of the property ATEARFERGZERIEHEEMBENES AT
held by the jointly controlled entity. (=8
Great Prosperity contributed revenue of approximately HK$226.3 million and PAUES B BiZ 455 A HAR - Great Prosperity,z Wzs &
incurred loss of approximately HK$33.2 million for the period between the date of #9/3226,300,000/%8 7T R /Z 4 8518 933,200,000/ 7T © fié
acquisition and the balance sheet date. Had the acquisition been completed on WER—TTRF—A— AR 2B EEA K
1st January, 2005, total Group revenue for the period and profit for the period Rz af e R Pl AKES ST ARBERR Y
would not be materially different from the amounts reported by the Group after SRERERNER

incorporating the amounts as mentioned above.
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33.0PERATING 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:

Lifestyle International Holdings Limited 98
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33. BEHAIRE
WEER NEER AR ERO 2 BE T g
FRTEYE B R RERYFRLT

2005 2004

—ETHF ZETMEF

HK$'000 HK$'000

FET FET

Within one year —F R 125,755 47,273
In the second to fifth year inclusive F_EFERF (BEERMF) 723,021 7,468
Over five years BB T F 1,431,639 -
2,280,415 54,741

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

(@) Lease of Shanghai Joinbuy Cityplaza by Shanghai Ongoing Department Store
Limited, a subsidiary of the Company, for the period from 1st October, 2004
to 30th September, 2024, with an option to renew for a further 10 years.

(b) Lease of the Amazon, No. 12 Salisbury Road, Tsimshatsui, Kowloon by Sogo
Hong Kong Company Limited, from Hong Kong Island Development Limited
for the period from 15th September, 2005 to 14th September, 2020, with an
option to renew for a further 5 years.

At the balance sheet date, the Group had contracted with tenants for the following
future minimum lease payments:

BERORADASERERREDRENZEHS B
H—RIRTHEER - ERFHE He THEMFE
T AT B IRBIRRSN:

@ AARMBAR LEBANBEBRARMIILAR
EBNBEHESZEL HHR —TTNF+A
—HEZZT-WENA=TH AEEE—SER
T

b) 53t (F) AEBRARBESHRARAFMA]
Y BBNRERDER T ERE 125 R HE 2B
HHH - EERFNATHEAZE S ZFAAT
MR AR — AR

REE R AEBEE HEEFETOM B & KIERQOZIER
T~

2005 2004

s b b Ju b

HK$'000 HK$'000

FET FA&T

Within one year —F R 35,390 20,969
In the second to fifth year inclusive F_EFRTF (BEERWT) 47,207 844
82,597 21,813

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

BO—RIZFOEER - ERFWHE-
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34.CAPITAL COMMITMENTS

34. EAKRIE

2005 2004
—ETHF ZEEF
HK$'000 HK$'000
FET FHET
Capital expenditure in respect of the acquisition ~ BRAEBADI4ME BER
of property, plant and equipment contracted for  RERNEEHRE
but not provided in the financial statements B2 ERAX 1,739 2,266
Capital expenditure in respect of the acquisition BHREBAME BERE
of property, plant and equipment authorised EEEHRRTOZ
but not contracted for VN2 15,000 -

35.CONTINGENT LIABILITIES

Pursuant to two sales and purchase agreements entered into among the
subsidiaries in 1985 and 1996, certain properties were transferred within the Group.
The assignments of these 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 approximately HK$38.9 million.

36.PLEDGE OF ASSETS

At 31st December, 2005, the Group has pledged certain leasehold land and
buildings with carrying value of approximately HK$1,769 million (2004: HK$1,848
million), together with certain shares of the Company’s subsidiaries, to secure the
banking facilities of HK$2,300 million (2004: HK$2,300 million) granted to the Group
of which HK$1,260 million (2004: HK$1,853 million) has been utilised.

35.

36.

RN B A RN — AN\ RER—ANANFTLZ MG
EEh# S TOERKEEND RMEEE E2SmE
ERESIARIIT MR BER IR ENTERUG FIRERA S ENTE
Bl AAREERERZEMERN BASNSEELY
38,900,000/ 7T ENFER ©

BEERM

REZTTHRF+-A=+—RB AEESERENA
1,769,000,000/% 78 (ZZ Z U4 :1,848,000,000/7T) 2
ETHETMRET ERRAFMBARETROE
Ve RS ERERIRTTRIE ¥H2,300,000,0008 7T (ZF
P4 :2,300,000,0007 7T) 2 I - EH11,260,000,000
T (ZZZ P4 :1,853,000,0007%7T) EBA
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37.RELATED PARTY DISCLOSURE
(a) Transactions
Apart from the transactions as disclosed in notes, 26 and 32 above, during

Lifestyle International Holdings Limited
FMEERERERAT

7. EREALHE

(@

X5
B EXXHTRE26 R 32PTIREE R BN FF I AN E B 2

the year, the Group had the following significant transactions with the following

related parties.

AT EBEALETIINERRZ 5o

Name of related party Nature of transaction 2005 2004
FREALERE ZHMHE —ETHF —ETMEF
HK$'000 HK$'000
FTHExT F#ET
Chow Tai Fook Jewellery Co,, Ltd. Income from concessionaire sales (note i) 6,373 6,436
(“CTF Jewellery”) R E RS E YA (I E)
AXRBHRERITAERAR ([ARBKRE])
AXBH®RE 2T ORI BRAA Income from concessionaire sales (note i) 884 -
(TAXRBHRYI) AT BRSSO (i)
Hong Kong Island Development Limited Rental, vetting fee, air-conditioning 14,917 -
("HK Island”) charges and management fee paid (note ii)
EERRARAR([ES]) EfNAe FHER =ABEREEE (i)
Pollution & Protection Services Limited (“PPS")  Cleaning service (note ii) 768 -
E SRS AR AT ([EERS]) B2 RS (B D)
New World PCS Limited (“New World PCS") Licence fee received (note i) 452 450
it RREEFEER A A BT E (B
(Gt RREERE])
Sunny Ocean Investments Limited Lightbox licence fee paid (note iii) 385 462
("Sunny Ocean”) BT & (P aZiil)
Viewide Properties Limited Rental and service charges paid (note iii) 36,138 43,374
(“Viewide") and Sunny Ocean ENHEE RAREE (D
Shanghai Joinbuy City Plaza Co. Ltd. Interest income (note iv) 7,450 -
("Property V")
EENERTESERAR FLEUA (FfEEIV)
(M%E&ER%k])
Property JV Rental and management fee paid (note iv) 139,730 -
MEEERE BEAEEREES (HiTiv)
Notes: P&«

()  CTF Jewellery, FAFE %Y and New World PCS are companies in which Daté Dr. Cheng Yu-
tung and Dr. Cheng Kar-shun, Henry, directors of the Company, have beneficial interests.

(i) HKIsland and PPS are companies in which Daté Dr. Cheng Yu-tung and Dr. Cheng Kar-
shun, Henry, directors of the Company, have beneficial interests.

(i) Sunny Ocean and Viewide are companies in which Mr. Lau Luen-hung, Thomas and Mr.
Lau Luen-hung, Joseph, directors of the Company, have beneficial interests. Sunny Ocean
and Viewide are indirect wholly owned subsidiaries of Chinese Estates Holdings Limited.

(iv) Property JV is a jointly controlled entity in which the Group has 50% interest. During the
year, the Group paid rental and management fee of HK$118,650,000 and HK$21,080,000
respectively to the Property JV. In additions, the Group charged interest on the balance
with the Property JV.

AXRENRE BREAIRFERRDEEATARERS
BRUYBLRBRABIHEESRENDF

EERBEHM S RARARESEEUHMIE L RERAE
THERSESNHAF

Sunny Ocean X Viewide JhZ4 A B8 5 2| 88508 5 4 I 280 i
SR B RSHERSH A A)oSunny Ocean & Viewide JhEE A B
¥KEMEE2ENB AR

MEEELERAEEAEF0WE R 2 HFAZEHIERE-F
N AEELFAMEALECEINELRERE
118,650,000/ 7T £2.21,080,00078 7T « i 5+ 7N 52 B 5t B2 47 2
B DR ERIER B

100
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37.RELATED PARTY DISCLOSURE (continued)
(b) 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
aloan 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, 2005, an amount of HK$1,130,000 (2004:
HK$240,000), which represents the maximum amount outstanding during the
year, of the Loan Facility was utilised and included in the trade and other
receivables. Mr. Thomas Lau, a director of the Company;, is one of the four
directors of Dragon Sign. Subsequent to the year end the amount has been
repaid in full.

Guarantee

The Property JV, together with the Company, provides a joint and several
guarantee up to an amount of RMB30 million in favour of a bank to secure an
aggregate RMB30 million loan facility granted to Shanghai Ongoing Department
Store Limited. The amount utilised as at 31st December, 2005 amounted to
RMB30 million.

Compensation of key management personnel

The remuneration of executive directors during the year was determined by
the remuneration committee having regard to the performance of the
individuals and market conditions, details of which together with the other 4
highest paid management personnel are disclosed in note 12 above.
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38.PARTICULARS OF PRINCIPAL SUBSIDIARIES
As at 31st December, 2005, details of the Company’s principal subsidiaries are as

38. TEMBARFE
RZBEZRF+-RA=+—H ARFEEMBRRIZ

follows: BT
Place and Issued and Attributable
date of fully paid  equity interest
Name of company incorporation share capital of the Group  Principal activities
KEE M
ST A ALt B R H HA ERITRERRAX BA#zE TEER
Asia Kinetic Limited Hong Kong HK$2 100%  Retailing and investment
FRIRBR A A 27th February, 2002 28T holding
BE TEREEER
—ET-F-A-++tA
Congenial Company Limited ~ Hong Kong HK$10,000,000 100%  General trading and
24th April, 1981 10,000,000/ 7T property holding
BE —REHRYERE
—hA\—FmA=+mA
Eastlord Development Limited Hong Kong HK$500,000 100%  Property holding and leasing
IFEERBRAR 21st August, 1987 500,000% 7T MERBREE
HE
—ANEENAZ+—H
Everwin Worldwide Limited Hong Kong HK$2 100%  Property leasing
KERIRBR AT 17th November, 2000 28T mEAE
B
—ETEF+—-A++H
Fine Shine Limited Hong Kong HK$2 100%  Restaurant, retail and
RBARAR 11th September, 2003 237 supermarket
B RE TERBHTS
—TE=FNA+—H
Forceworld Investments Hong Kong HK$500,000 100%  Property holding
Limited 15th July, 1988 500,000/ 7T MERE
AIERERRAT B
— AN\ FELA+RH
Future Develop Limited British Virgin Islands US$3 100%  Investment holding
12th December, 2003 KE» HEER
EERLHS
—EE=F+_-F+=H
Glory Line Management Hong Kong HK$500,000 100%  Provision of property security
Limited 5th September, 1995 500,000/ 7T and management services
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38.PARTICULARS OF PRINCIPAL SUBSIDIARIES (continued)

38. T EMB AR ()

Place and Issued and Attributable
date of fully paid  equity interest
Name of company incorporation share capital of the Group  Principal activities
B RENL
NEBEE =X S it BE R B A EBETREZBRA BAER ETETEH
Grand Kinetic Limited Hong Kong HK$2 100%  Property holding and leasing
BEZERAR] 7th February, 2001 287 MEZBREE
BE
—ET-F-A+tH
Pacific Trump Development Hong Kong HK$2 100%  Property letting and
Limited 6th July, 1995 2% investment holding
TERERARLDR BE YERE RIREER
—ANAFEAKRAE
Public Might Limited Hong Kong HK$1,000 100%  Property investment and
HEARAT 30th August, 1984 1,000/ 7T provision of building
BE management services
—AN\EFNRA=+A MERE RIRFEREE R R
Ronson Kwok Asia Pacific Hong Kong HK$1,000,000 100%  Building management
Limited 5th October, 1993 1,000,000/ 7T and club operator
BE RNEEEREGMEE
—N=F+AHH
Sogo Hong Kong Company Hong Kong HK$4,000,000 100%  Retailing business
Limited 23rd September, 1983 4,000,000/ 7T TEHEB
X (BA) BEBRQF] B
—WN\=FNA=Z+=H
Superlite Limited British Virgin Islands Us$1 100%  Property holding
3rd April, 2001 1%7T MERE
RBRLZES
—ET-FWA=H
AKX BERRAR People’s Republic of China US$6,200,000 65%  Retailing business
(Shanghai Ongoing 26th July, 2004 6,200,000% 7T TEXK
Department Store R AR FAE
Limited) S s P oA =
(sino-foreign equity
joint venture)
(RINEEREZE)
BIRE AR (L8) People’s Republic of China US$21,000 100%  Consulting business
ABRAA 27th September, 2005 21,000%7T RHE

FEARLRE
—ETRFNAZTER



