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(a)

(b)

PRINCIPAL ACCOUNTING POLICIES

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

Basis of preparation

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

In the current year, the Group has changed its accounting policy
following its adoption of the Statement of Standard Accounting
Practice (“SSAP”) 12 “Income Tax” (revised) issued by the HKSA
which is effective for accounting years commencing on or after
January 1, 2003.

The significant change in the Group’s accounting policy resulting
from the adoption of this revised SSAP12 is set out in note 1(i).

Basis of consolidation

() The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to
December 31, 2003.

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

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

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

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

Subsidiaries

A subsidiary is a company in which the Company, directly or indirectly,
controls more than 50 percent of its voting power or issued share
capital or controls the composition of its board of directors or have
power to govern its financial and operating policies.

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

Associated companies

An associated company is a company, not being a subsidiary, in
which an equity interest is held for the long-term and significant
influence is exercised in its management.

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

Goodwill

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

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

The gain or loss on disposal of a subsidiary or an associated company
includes the unamortized balance of goodwill relating to the company
disposed of, or the related goodwill written off against reserves to
the extent it has not previously been calculated in the profit and loss
account.
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(f)

PRINCIPAL ACCOUNTING POLICIES (continued)

Fixed assets

(i

(i)

(i)

(iv)

(vi)

(vii)

Freehold land is stated at cost and is not amortized.

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

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

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

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

Leasehold land and buildings 2%
Leasehold improvements 20%
Plant and machinery 20%

20% - 25%
20% - 25%
20% - 25%

Motor vehicles
Office equipment
Furniture and fixtures

Costs incurred in restoring fixed assets to their normal working
condition are charged to the profit and loss account.
Improvement works are capitalized and depreciated over their
expected useful lives to the Group.

At each balance sheet date, the carrying amount of fixed assets
are reviewed in order to assess whether there is any indication
of impairment. If any such indication exists, the recoverable
amount of the asset is estimated and where relevant, an
impairment loss is recognized to reduce the asset to its
recoverable amount, such impairment losses are recognized in
the profit and loss account.
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PRINCIPAL ACCOUNTING POLICIES (continued)

Fixed assets (continued)

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

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

Assets under leases

(i)

(if)

Finance leases

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

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

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

Operating leases

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

Inventories

Inventories are stated at the lower of cost and net realizable value.

Cost is determined on a weighted average basis and is arrived at as

follows:

(i)

(i)

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

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

(i)

PRINCIPAL ACCOUNTING POLICIES (continued)

Inventories (continued)

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

Deferred taxation

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

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

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

In prior years, deferred taxation was accounted for at the current
taxation rate in respect of timing difference between taxable profit
and accounting profit to the extent that a liability or an asset was
expected to be payable or recoverable in the foreseeable future. The
change in accounting policy has been applied retrospectively so that
the comparative figures presented have been restated to conform to
the changed policy.

As detailed in the statement of changes in equity, opening balances
of equity at January 1, 2002 and 2003 were reduced by HK$60
million and HK$74 million respectively, which represent the unprovided
net deferred tax liabilities in the two years. This change has resulted
in an increase in deferred tax assets and deferred tax liabilities as
well as a decrease in investment in associated companies at
December 31, 2002 by HK$10 million, HK$79 million and HK$5
million respectively. The profit for the year ended December 31,
2002 and the equity at that date have been reduced by HK$13
million and HK$74 million respectively.
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PRINCIPAL ACCOUNTING POLICIES (continued)

Translation of foreign currencies

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

The balance sheets of overseas subsidiaries and branches at the
year end are translated into Hong Kong dollars at the rate of exchange
ruling at the balance sheet date. The profit and loss accounts of
overseas subsidiaries and branches are translated at an average
rate for the year. Exchange differences are dealt with as a movement
in exchange reserve.

(k) Revenue recognition

U]

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

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

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

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

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

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

Borrowing costs

All borrowing costs are charged to the profit and loss account in the
year in which they are incurred.
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1. PRINCIPAL ACCOUNTING POLICIES (continued)

(m) Employee benefits

(i)

(if)

Pension obligations

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

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

The branches of a wholly-owned subsidiaries of the Group, in
Taiwan participate in a central defined benefit pension schemes
(“Taiwan Schemes”) providing benefits to all employees in
accordance with the Labor Standards Law (as amended) in
Taiwan. The Group has an obligation to ensure that there are
sufficient funds in the Taiwan Schemes to pay the benefits
earned. The branches currently contribute at two percent of
the total salaries as determined and approved by the relevant
government authorities. The assets of the Taiwan Schemes are
invested by the Central Trust of China.

Equity compensation benefits

Under the share option scheme of the company, share options
are granted to eligible persons at directors’ discretion. When
options are granted, considerations received are recognized in
the financial statements. When the options are exercised, the
proceeds received net of any transaction costs are credited to
share capital (nominal value) and share premium.

ANNUAL REPORT 2003 & R
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PRINCIPAL ACCOUNTING POLICIES (continued)

Cash and cash equivalents

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

Provisions

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

Segment reporting

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

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

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

Contingent liabilities

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

A contingent liability is not recognized but is disclosed in the notes
to the financial statements. When a change in the probability of an
outflow occurs so that outflow is probable, they will then be
recognized as a provision.

GIORDANO INTERNATIONAL LIMITED
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2. BEHE - WHE koD 2.

AEBFTZXEHBREERDHHA
Giordano * Giordano Ladies * Giordano
Junior ~ Bluestar Exchange% fh 18 2 @
REEHEAm AEETRELEEHK
B UMESETEEBT I 1A
AEBUMZ ATHERK D -

AEEEHRZEEZBRBEMT ¢

TURNOVER, REVENUE AND SEGMENT
INFORMATION

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

Turnover and revenue recognized during the year are as follows:

(EFFER)
(Restated)
-3
Group
(NEBEEETREN) (In HK$ millions) 2003 2002
BER Turnover
ZERDHEEBZ Sales revenue from retailing
HEWA and distribution operations $3,221 $3,375
BREB 2 Sales revenue from
HE WA manufacturing operations 168 213
$3,389 $3,588
H fth It 2 Other revenue
B A Interest income $ 7 $
Be A Commission income
He A Rental income 24 20
FAFREWA Royalty income 19 24
H At U A Other income 22 38
$ 78 $ 100

GIORDANO INTERNATIONAL LIMITED
& wEEAERAAE
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December 31, 2003

2. TURNOVER, REVENUE AND SEGMENT
INFORMATION (continued)

(@) Primary reporting format - business segments

BERAHEER Hth ¥R
Retail and BRER Other E#E £E
Distribution Manufacturing  Operation  Eliminations Group
(WEEEETAEN) (In HK$ millions) 2003 2003 2003 2003 2003
EEL Turnover
HMAE External sales $3,221 $168 $ - $ -
PHEEE Inter-segment sales - 517 - (517)
$3,221 $685 $ - $(517) $3,389
FHEE Segment results
gl Operating profit $ 316 $ 42 $ 3 $ 3§ 364
REER Finance expense 3)
fiA-YN| Share of profits of
kil associated companies 21
BB AR A Profit before taxation 382
BE Taxation (89)
BRER Profit after taxation 293
DERRER Minority interests (27)
REEERF Profit attributable to sharholders $ 266
BE Assets
PHEE Segment assets $1,706 $242 $335 $2,283
BENTER Interest in associated companies $ 257 257
ROBCEE Unallocated corporate assets 15
BEE Total assets $2,555
g8 Liabilities
AHEE Segment liabilties $ 380 $109 $ 489
RABZAE Unallocated corporate liabilities 196
2ufE Total liabilties $ 685
Hit &R Other information
EXRRL (W& 1) Capital expenditure (Note 11) $ 60 $ 2 $ 62
BT BENE (M 9) Depreciation (Note 8) $ 86 $ 17 $ 103

NHEHERELRXHHRBENET
RABREGHRAIBERAEMLE=ZFR
FHt -
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Inter-segment sales were conducted in the normal course of business
at prices and terms comparable to the other third party customers
of the Group.

GIORDANO INTERNATIONAL LIMITED
& wEEAERAAE



B % Hm *x M =

NOTES TO THE FINANCIAL STATEMENTS
—EE=F+_-_HA=+—8H

December 31, 2003

2. BEH - -WumE ko 2. TURNOVER, REVENUE AND SEGMENT
& B (&) INFORMATION (continued)
(a) FEFEFEX Ko BER (a) Primary reporting format - business segments
(&) (continued)
ZERDHER Hit%%
Retail and BREH Other i o] &8
Distribution Manufacturing  Operation  Eliminations Group
(WEEEETAEN) (In HK$ millions) 2002 2002 2002 2002 2002
EES Turnover
HMAE External sales $3,375 $213 $ - $ -
AHEHE Inter-segment sales - 546 - (546)
$3,375 $759 $ - $(546)  $3,588
FBEE EFHIER) Segment results (restated)
BEER Operating profit $ 320 $ 54 $ 6 $ 5 § 38
HEER Finance expense (4
B ENE Share of profits of
kil associated companies 85
BB AR A Profit before taxation 466
i Taxation (114)
BB &R Profit after taxation 352
LERERER Minority interests (24
RE Profit attriutable to shareholders $ 328
EE (EXJIH) Assets (restated)
PHEE Segment assets $1,509 $293 $351 $2,153
BENTER Interest in associated companies $ 256 256
RABCEE Unallocated corporate assets 10
BEE Total assets $2,419
8E (EXJ K Liabilities (restated)
PHERE Segment liabilities $ 266 $120 $ 386
RABZAE Unallocated corporate liabilities 178
BEE Total liabilties $ 564
HiEH Other information
EREX Capital expenditure $ 78 $ 2 $ 80
BT BENE (M 9) Depreciation (Note 8) $ 94 $ 19 $ 113

GIORDANO INTERNATIONAL LIMITED
& wEEAERAAE

ANNUAL REPORT 2003 & R
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NOTES TO THE FINANCIAL STATEMENTS
—EE=F+_-_A=+—H
December 31, 2003

& B WER DI 2. TURNOVER, REVENUE AND SEGMENT
& p (|) INFORMATION (continued)
REBEEX-HESTER (b) Secondary reporting format — geographical segments
BEREX BEE
B Capital Total
Turnover expenditure assets
UBEBETAEN) (In HK$ millions) 2003 2003 2003
B A Mainland China $ 818 $19 $ 842
BB Hong Kong 726 7 780
ag Taiwan 604 15 248
N Singapore 349 1 125
i Korea 170 - -
SN Japan 146 4 55
Hpih[@ Other territories 576 16 233
$3,389 $62 $2,283
/N Interest in associated
= companies 257
Fval Unallocated corporate
BE assets 15
BEE Total assets $2,555
(BE#E)
(Restated)
BEREX BEE
EE 0 Capital Total
Turnover expenditure assets
UBEBETAEN) (In HK$ millions) 2002 2002 2002
B A Mainland China $ 862 $10 $ 791
BB Hong Kong 784 15 716
ag Taiwan 677 30 251
g Singapore 372 9 165
i Korea 202 - -
B R Japan 200 5 61
Hip iR 2(0)) Other territories (Note 2(c)) 491 11 169
$3,588 $80 $2,153
B N AR Interest in associated
= R) companies (restated) 256
Koz EE Unallocated corporate assets 10
BEE Total assets $2,419

RREN EEE D 2 F e
ZHEHLPEYEERER @ HULY
B HRBEE D 2w -

ANNUAL REPORT 2003 & R

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

locations.

GIORDANO INTERNATIONAL LIMITED

7 W E K

AR 2 8
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—EE=F+_-_HA=+—8H
December 31, 2003

2.

(c)

EXHE - BB RS 2. TURNOVER, REVENUE AND SEGMENT
' B (&) INFORMATION (continued)
REBEZAEECEDKRIEE®R M () Thejoint venture in Germany was dissolved and the entire 23-outlet
Bluestar Exchangei@ K JE 2 8 — + =& Bluestar Exchange chain was closed on September 30, 2002. The
MmER-ZZEE-_FNLA=THBEH - turnover of HK$21 million from Germany market was included in the
RZZETZFE EEMBIEEER other territories for the year 2002.
BE T -EETEREREMBE R
E:E I
g & u A 3. OPERATING PROFIT
-3
Group
BB BE T AENN) (In HK$ millions) 2003 2002
RERNEHMBRTHZE . The operating profit is
stated after charging:
ZEE & Auditors’ remuneration $ 3 $ 2
BERETEENE Depreciation of owned fixed assets 100 110
MEME Depreciation of fixed assets

ZEEEENE held under finance leases 3 3
BEBE N A ER Loss on dilution in interest in

ZIEBE an associated company 1 -
HEERTEEZFER Net loss on disposal of fixed assets 10 13
TEFE - WAE Operating lease rentals in respect of

IBLEER retail shops, office premises,

IRETHEER factories and warehouses 511 509
BT A (K3t 5) Staff costs (Note 5) 469 517
75 45 il 55 Written off of goodwill - 1
WEFA and after crediting:

TRERNOMLE Net income arising from
FTig 2 WA F 58 the temporary transfer of
export quota entitlements $ 4 $ 3

GIORDANO INTERNATIONAL LIMITED
= 5 R EBAERAE

ANNUAL

REPORT 2003 & R
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December 31, 2003

mE B A FINANCE EXPENSE
-3
Group
BB BE T AENN) (In HK$ millions) 2003 2002
BEREZNE Interest element of finance leases $3 $3
RITEHFA B Interest on bank loans - 1
$3 $4
B I i & STAFF COSTS
-3
Group
BB BE T AENN) (In HK$ millions) 2003 2002
HekI& Salaries and wages
(REESHS) (including directors’ emoluments) $439 $489
RikE — Pension cost —
REMH ARG E defined contribution plans 28 28
RikE — Pension cost —
RERANEE defined benefit plans 2 -
$469 $517

WAREER B E AR E R KK
TAREBRERAEEN BT
(Z2T-F  EBRE+ERT) - R
SEPSA+ASt-B - HETH
REFERZARERRRABE BT
(Z22-F  BEAET) -

ANNUAL REPORT 2003 & R

During the year, the unvested benefits utilized by employers to reduce
the level of contributions was HK$0.4 million (2002: HK$0.5 million).
As at December 31, 2003, the amounts of the unvested benefits
available to be utilized for the following year was HK$0.03 million
(2002: HK$0.09 million).

GIORDANO INTERNATIONAL LIMITED
& wEEAERAAE
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December 31, 2003

6. EERNSESREEANAE 6.
M £
(a) EEM & (a)

RAEFER MARTDEEFXNZME
BBEWMT

DIRECTORS’ AND SENIOR MANAGEMENT’S

EMOLUMENTS

Directors’ emoluments

The aggregate amounts of emoluments payable to directors of the

Company during the year are as follows :

BB BE T AENN) (In HK$ millions) 2003 2002
we Fees $1 $ 1
Em@e Other emoluments:
EX%H&  BEEM - Basic salaries, housing
Htn)2ah allowances, other allowances
R E M= and benefits in kind 9 13
beEAN Bonuses 9 12
RIKE R Pension contributions - -
$19 $26

TR ELESZHeBENTEILEH
TEZEZER -—BER(_ZFT_F:
BE—BET) °

RAFEER > ARAEFERTRITE
ZEREHE  EHIRAFRAZE
BREERF

GIORDANO INTERNATIONAL LIMITED
& wEEAERAAE

Directors’ fees disclosed above include HK$1 million (2002:

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

During the year, options to subscribe for shares in the Company

exercised and granted to the directors are disclosed under Share

Option Information section of this annual report.

ANNUAL REPORT 2003 & R



6. EERBEREEANER
M (&)

(a) EEME (&)

EEXMEINHNT - MEEARAES
EXMBFELHEEERU 2B WRE
WA - YA BRREEBRETEF
BEARAKRMOMESHABEREZF

(a)

B % Hm *x M =

NOTES TO THE FINANCIAL STATEMENTS
—EE=F+_-_A=+—H

December 31, 2003

DIRECTORS’ AND SENIOR MANAGEMENT’S
EMOLUMENTS (continued)

Directors’ emoluments (continued)

The emoluments of the directors are set out below. The emoluments
represent the amounts paid to or receivable by the directors while
being directors of the Company in the respective fiscal years and do
not include the benefits derived or to be derived from the options

m e granted under the share option scheme to acquire the shares of the
Company.

B < 48 5l Ex¥E

Emolument bands Number of directors
2003 2002

B

HK$

0 - 1,000,000 4 3

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

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

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

2,500,001 - 3,000,000 - -

3,000,001 - 3,500,000 - 1

3,500,001 - 4,000,000 - 1

12,000,001 - 12,500,000 1 -

14,500,001 - 15,000,000 - 1

8 8

REFERN ZUEBFE(ZTT_F:
B)RZEANMERERE —BAET
(Z2ZT=F: 8&) -

e e

ANNUAL REPORT 2003 & R

During the year, three directors (2002: Nil) waived part of the
emoluments amounting to HK$1 million (2002: Nil).

GIORDANO INTERNATIONAL LIMITED
& wEEAERAAE
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6.

(b)

ESEREREREANE
M (&)

INBESHRHE
AEBLINERFBREFEENK
(ZTZ-F MOOEF EME 2
BERULEREE REAFEAR T
BT (CZEZ2_F: — )& FHR
EMcaBEmT

(b)

DIRECTORS’ AND SENIOR MANAGEMENT’S
EMOLUMENTS (continued)

Five highest paid individuals

The five individuals whose emoluments were the highest in the Group
for the year include four (2002: four) directors whose emoluments
are reflected in the analysis presented above. The emoluments
payable to the remaining one (2002: one) individual during the year
are as follows:

BB BETAENMN) (In HK$ millions) 2003 2002
EX%H&  BEEM - Basic salaries, housing
Htn)2Bh allowances, other allowances
KB and benefits in kind $1 $2
E4T Bonuses - -
RiKE R Pension contributions - -
$1 $2

BTIERRHFREEMANBEENT

The emoluments of the remaining highest paid individual fell within
the following bands:

< 4 5l AH

Emolument bands Number of individual
2003 2002

B

HK$

1,000,001 - 1,500,000 1 _

2,000,001 - 2,500,000

GIORDANO INTERNATIONAL LIMITED
& wEEAERAAE
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December 31, 2003

7. ® & 7. TAXATION
RABEERAZHEILA The charge for taxation in the consolidated profit and loss account
represents:
(EFTER)
(Restated)
3
Group
(NEBEEETREN) (In HK$ millions) 2003 2002
AERHMEBLT - Company and subsidiaries:
FEHE . Income tax:
KEEMEHE Current income tax
BAENGEH Hong Kong profits tax $24 $ 22
BN IR Overseas taxation 59 43
BEFEFENGEH Over provision in previous year
2 T Hong Kong profits tax (1) (4)
82 61
M| Withholding tax 7 8
EERE Deferred tax
BAREEHER Relating to the origination and
ZATHE REE reversal of temporary differences (9) 18
BERRERZEE Effect of an increase in tax rate 1 -
(8) 18
/NI Associated companies:
BN IR Overseas taxation 8 27
BB Taxation charge $89 $114
ANNUAL REPORT 2003 F #H GIORDAN?EIE&N%T'F%N%L EE.!M,'ATEE% @
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December 31, 2003

7. B OE (#) 7.
AEBZHEXHEARAURERE

mat & KA &M B IE 2 388 & W
T

TAXATION (continued)

Reconciliation of Group’s profit before taxation at tax rate of the
home country of the Company to taxation charge as follows:

58
Group

KB BETAENN) (In HK$ millions) 2003 2002
B % Al g A Profit before taxation $382 $ 466
BEREAE 2T &R Calculated at a taxation rate of

(ZZEZZF  BAZTRN)FAEZME 17.5% (2002: 16%) 67 75
H A B 5K A [R] A5 2R Effect of different tax rates in

-2 other countries 16 21
TENF 2 Expenses not deductible for tax purpose 7 6
REBRZELERIBEE Deferred tax assets not recognized 9 9
BmARBZBA Income not subject to tax (12) (13)
CAFAREHER Utilization of previously unrecognized

218 tax losses (3) (7)
HNEFIE Withholding tax 5 27
MERSEE Increase in opening net deferred

Z BETE R A tax liabilities resulting from an

BEFEZEM increase in tax rate 1 -
BEFEEHRH Over provision in previous year (1) (4)
BB Taxation charge $ 89 $114
EEBEBERAZHER The amount of taxation in the balance sheet represents:

58 NG
Group Company
BB BETAENN) (In HK$ millions) 2003 2002 2003 2002
BBNEH Hong Kong profits tax $7 $10 $1 $-
BN IR Overseas taxation 46 27 - -
$53 $37 $1 $-

ARAIREBEENBARZHBERR
BEAFEXEERNIREB B 2MH
HERBENREREE 2T LEHR
(ZZETZF:BHZ2TRN)TE R
ZEE=F BB A ST/ TN
BREENEGREAEI 2 TAEME
BoZTHEEH-

GIORDANO INTERNATIONAL LIMITED
& wEEAERAAE

The provision for taxation of the Company and its Hong Kong

subsidiaries is calculated by applying the current rate of taxation of
17.5 percent (2002: 16.0 percent) to the estimated assessable profits
earned in or derived from Hong Kong during the year. In 2003, the
government enacted a change in the profits tax rate from 16 percent

to 17.5 percent for the fiscal year 2003/2004.

ANNUAL REPORT 2003 & R
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December 31, 2003

| (&) 7. TAXATION (continued)
HMRBHNEEZINEB R B ZFEH Taxation on the profits of other subsidiaries operating overseas is
BEERBHEARSAEZERZBEM calculated at the rates applicable in the respective jurisdictions.
HE -
REER Eéﬁi AEBRBEEREEAE The Group is currently in dispute with the Taiwan tax authority with
BEZETHEZHIERE - HHL respect to tax treatment on certain of the Group’s sales in Taiwan.
AR T EEREEZHBRAABERY The dispute is not expected to have any material impact on the
2. financial position of the Group.
B R E & F 8. PROFIT ATTRIBUTABLE TO SHAREHOLDERS
BRELCEBEZ2HEARNAEE ZE Included in the Group’s consolidated profit of HK$266 million (2002:
ANTREBL(ZET=F - ﬁéﬁ%—ﬁ‘:¥ HK$328 million (restated)) attributable to shareholders of the
NBBT(EFMFEKR))  HPFAXA Company is HK$241 million (2002: HK$301 million), including
2R EE 4.5 A AEYE —_ENT—8 F%‘ dividends from subsidiaries of HK$223 million (2002: HK$280 million)
T(ZEE-F  gB=-EZT—FBE which is dealt with in the Company’s own financial statements.
L) EReERENBRAZREARE
B_E-_FT=—EBL(ZET=F &%
ZENTER)  BEARAZUBRE
Wit A °
B B 9. DIVIDENDS
BEWT : (a) Dividends are as follows:
BB BE T AENN) (In HK$ millions) 2003 2002
HHIRE — SREE—Z A Interim dividend - 1.5 HK cents
(ZZET=F : gRBBEEAI) (2002: 4.5 HK cents) per share $ 22 $ 65
i HA ’hﬁu H“ 8 — RER = Interim special dividend - 3.0 HK cents
(ZZETZF: &|) (2002: Nil) per share 43 -
65 65
KBRS — REERR Final dividend - proposed
R = A B B O 2 Aol after balance sheet date
(ZZET-F : gRBBEEAI) of 4.5 HK cents
(2002: 4.5 HK cents) per share 65 65
RERRIRE —RNEHEBR Final special dividend - proposed
BIkSREE—/1{l after balance sheet date
(ZZZ=F : ghE%—A) of 12.0 HK cents
(2002: 10.0 HK cents) per share 173 144
238 209
$303 $274

ANNUAL REPORT 2003 & R

GIORDANO INTERNATIONAL LIMITED
& wEEAERAAE



Bt

NOTES TO THE FINANCIAL STATEMENTS

—EE=

oW o*x M

=¥+-A=+—H~

December 31, 2003

9.

(b)

10.

B 2 () 9. DIVIDENDS (continued)
RZEENFE=A+NBABROEEE At the board meeting held on March 18, 2004, the directors declared
eFL EFTTRAARENRES A final and special dividends of 4.5 HK cents and 12.0 HK cents per
ARERBENERILRBEE—AZ1 - share respectively. These proposed dividends are not reflected as a
HEREBRELTRRAAMTBREAZE dividend payable in the financial statements, but will be reflected in
HRBIE EERNEBEE_TTNF+ the financial statements for the year ending December 31, 2004.
TR+ HULEFEZHBREAR
H% o
BRE—FE IRFAFEFREBR (b) Dividends attributable to the previous year, approved
TROKRE : and paid during the year:
BB BETAENN) (In HK$ millions) 2003 2002
BRE-_ZST_FRERE 2002 final dividend, paid,

H&;‘Mﬁ@ﬁﬂfm of 4.5 HK cents

(ZZET—F : gRBBEEAI) (2001: 4.5 HK cents) per share $ 65 $ 65

BRE-ZZST-FREAFARE 2002 final special dividend, paid,

tHx,’éM A of 10.0 HK cents

(ZZET—F: gRBEBRN) (2001: 5.0 HK cents) per share $144 $ 72

$209 $137

g KR 2 F 10. EARNINGS PER SHARE

BREANEIRNDEAFERRE
ERAENER _BRTRBEEL(CE

—F:AR=E-_FT BB (EHI
B))RtHE -

BREABNDBAFEAE BTRMD
ZMBEFHRETOENTFEATLE
“TRE-+tER(ZZZ -5 TEE

SFNEATHEAFSE AR
e -

SREFRNDRTOENTEA+T L
E-_FTHnE—+tEZR(ZZEZ-F :

tTEHE=FN NBATEREAT A
“HAR) - BIRERBEITRG 20

TIRE ML BRIRBA D AW RE
HUBL I FARTERBRELD
TEMEAZRAZMETARKAS
EANBAF-EA+AR(ZZE=F

~FZAEZ+ABETLE A+ ER)
S -

GIORDANO INTERNATIONAL LIMITED
& wEEAERAAE

The calculation of basic and diluted earnings per share are based
on the consolidated profit attributable to shareholders for the year of
HK$266 million (2002: HK$328 million (restated)).

The basic earnings per share is based on the weighted average of
1,440,972,515 shares (2002: 1,438,649,229 shares) in issue during
the year.

The diluted earnings per share is based on 1,440,972,515 shares
(2002: 1,438,649,229 shares) which is the weighted average number
of shares in issue during the year plus the weighted average of
5,098,298 shares (2002: 13,394,797 shares) deemed to be issued if
all outstanding share options granted under the share option scheme
of the Company had been exercised.

ANNUAL REPORT 2003 & R



M B ® k M

NOTES TO THE FINANCIAL STATEMENTS
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December 31, 2003

B E & E 11. FIXED ASSETS
=3 Group
BENELE
G B4E
RBAERE
KAEEZ BE Leasehold
THREE ITHRET improvements,
Freehold Leasehold  HERRE furniture, bt
land & land & Plant & fixtures & office Motor &3t
(WBEBETAEN) (In HK$ millions) building  buildings machinery equipment  vehicles Total
RAE Cost
R-ZT=F-f-H At January 1, 2003 $35 $431 $65 $538 $17  $1,086
BEEH Translation difference 1 - - 14 - 15
AE Additions - 9 1 50 2 62
& Disposals - - - (54) ) (55)
RZZFZ=FF+-FE=1+-H At December 31, 2003 $36 $440 $66 $548 $18  $1,108
2BIE Accumulated depreciation
R-FET=F-A—H At January 1, 2003 $5 $ 39 $52 $354 $13 $ 463
AEER Translation difference - - - 7 - 7
7£ EfE Charge for the year 1 12 5 83 2 103
& Disposals - - - (43) ) (45)
\FZ=FF+-FE=1+-H At December 31, 2003 $6 $ 51 $57 $401 $13  § 528
WZEE=F+ZA=1-H  Net book value at
ZEARE December 31, 2003 $30 $389 $9 $147 $5 § 580
WZBE-FE+-F=1+—-H  Net book value at
JEEFE December 31, 2002 $30 $392 $13 $184 $4 § 623

R-ZBZ=ZF+_A=+—0 LER
EHELHERT - RZ-ZZTZT_F
TZA=+T—R  UREEELHRE
FIRAENEZBHFESHAERLT
—HETRBEE _FT=BET-

KAERZTHEEFURAE -

ANNUAL REPORT 2003 & R

(@) At December 31, 2003, no leasehold land and building was held
under finance lease. At December 31, 2002, leasehold and building
with cost and accumulated depreciation of HK$71 million and HK$23

million respectively was held under finance lease.

(b) The freehold land and building is situated in Taiwan.

GIORDANO INTERNATIONAL LIMITED
& wEEAERAAE
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December 31, 2003

M. B E&EE (&)

(c) MELHWEBFZEEEEINMOT (©

as follows:

11. FIXED ASSETS (continued)

The analysis of the net book value of leasehold land and buildings is

-3 N FE
Group Company
(UEBFETAEN) (In HK$ millions) 2003 2002 2003 2002
R BARH In Hong Kong under
MOEA medium term leases $211  $217  $191  $197
£ & B LS Outside Hong Kong
—READ — under long term leases 123 127 - -
— R EED — under medium term leases 55 48 - -
178 175 - -
wnt+=ZA=+—8” At December 31 $389 $392  $191  $197
AN Company
ARMELE
B BEgE
EBOERE
HE Leasehold
ti#R#EF  improvements,
Leasehold furniture,
land & fixtures & office &%
(KEKEETAE) (In HK$ millions) buildings equipment  Total
BAE Cost
R_EE=F—-—H—H At January 1, 2003 $207 $4  $211
& Disposals - () )
R—_EE=F+-_A=+—H At December 31, 2003 $207 $3 210
2RNE Accumulated depreciation
R-ZZE=%—HF—H At January 1, 2003 $ 10 $3 $13
REFE Charge for the year 6 - 6
& Disposals - ) )
RZEE=F+-A=+—H At December 31, 2003 $ 16 $2 $ 18
R-ZZ=5+=-H=+-H Net book value at
ZEEFE December 31, 2003 $191 $1 $192
N —_EE-F+-A=+—8H Net book value at
ZREFE December 31, 2002 $197 $1 $198
GIORDANO INTERNATIONAL LIMITED ANNUAL REPORT 2003 &

E A REBAERLTE
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At
TS

—EE=F+_-_A=+—H
December 31, 2003

12. INTEREST IN SUBSIDIARIES

YN
Company
(UEMBFETAEN) (In HK$ millions) 2003 2002
FELETHRE (KAE) Unlisted investment (at cost) $ 898 $ 898
FEU KT B A R FRIB Amounts due from subsidiaries 541 514
J& AT BT A R RUR Amounts due to subsidiaries (356) (334)
$1,083 $1,078

FEU /P BB 2 R R IES A R X
EERH -BEX-—2EMBRARZER
EROBER _RZ-BERL(ZTZTZ
RS -RBOTLABT) DEREAR
BENEAENE  RE-MBERAFAZ
ENEFNER _THAREL(ZEZC
FoAR=THEET DREREXR
TTHERMERFERE - H b U/ B
DAKBHREE -

TEMBRARZHBENELTLERE
NTEZHBREKN 28 -

Amounts due from/to subsidiaries are unsecured and have no fixed
terms of repayment. Apart from the loans of approximately HK$201
million (2002: HK$149 million) advanced to a wholly-owned subsidiary,
bearing interest at Hong Kong Prime Rate, and loans of approximately
HK$25 million (2002: HK$34 million) advanced from a subsidiary,
bearing interest at the prevailing commercial bank deposit rates, the
remaining amounts due from/to subsidiaries are non-interest bearing.

Details of principal subsidiaries are set out in note 28 to the financial
statements on pages 77 to 80.

B & N a &R 13. INTEREST IN ASSOCIATED COMPANIES
(EFFIER)
(Restated)

-3
Group

(KERBETAEN) (In HK$ millions) 2003 2002
b & EFE Share of net assets $263 $263
BEE 54, 58 B Exchange adjustment (6) @)
$257 $256

ANNUAL REPORT 2003 & R
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December 31, 2003

13. B & N 7 #E & (&) 13. INTEREST IN ASSOCIATED COMPANIES (continued)

R-ZZBZE=F+-_A=+—0 X&H
BRAELNTEZEBZEQRKRND

At December 31, 2003, the Group held shares in the following

principal associated companies:

BENREAR
Name of SRR L i B ERTRZEHARRKRE TEERRZEHE
associated Place of BEERMBEALLE Issued and fully paid Principal activities and
company incorporation Percentage holding share capital place of operation
2003 2002
Giordano RERE 49.8 500 —EBEETMTAENTER E#BEKETERE
Corporation Republic of Korea BREEA T 2z K e %8 3 on
Limited el Retailing of apparel and
1,004,680 common stock accessories in Korea
of WON5,000 each
Giordano (A= 20.0 200 =TRBREE TEM R RS B RE
Fashions et RE — TR A E KETERER
(L.L.C) United Arab EREGAN N2 RH A m
Emirates 3,000 shares of Retailing of apparel and
AED1,000 each accessories in the
United Arab Emirates
FEEWERAEH Information on a material associated company:

BELEZSAREURAAEE S5
B % 2 Giordano Corporation Limited &
BERHBRE  ZARRZEE=F

Based on the audited financial statements of Giordano Corporation
Limited, after making adjustments as considered appropriate by the
directors in order to comply with the Group’s accounting policies,

Erze¥BLBRHEEND B AEE the turnover and profit after tax of such company for 2003 were
+EZENEEL (ZET-F 8K HK$1,004 million (2002: HK$1,331 million) and HK$16 million (2002:

HK$103 million (restated)) respectively, and its net asset was HK$474
million (2002: HK$464 million (restated)) as at December 31, 2003.
Details of the net assets are set out below:

+t=E=F—8BL) KA. T 88
T (ZET-F: BB —BZ=ZBET
(BE#HE)) RZTE=F+=ZA=
+-—BZEEFEARAENELT
MEET (ZTZ-F: BBENEAST
NEBT(EHYEK)) - FEEFI W

T (EH515)
(Restated)

(KERBETAEN) (In HK$ millions) 2003 2002
MEEE Current assets $375 $478
mBAE Current liabilities (81) (88)
EREBEE Non-current assets 185 87
ERBEE Non-current liabilities (5) (13
$474 $464

GIORDANO INTERNATIONAL LIMITED

® WEEAE B A ANNUAL REPORT 2003 & R
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15.

16.

HEITETRKRANXE

HEFERBNFANERE-FED
EMzie REE-— NP EAE L
BYEzEMNES -

14.

M % @ x M
NOTES TO THE FINANCIAL STATEMEN

At
TS

—EE=F+_-_A=+—H
December 31, 2003

RENTAL DEPOSIT AND PREPAYMENT

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

7 E 15. INVENTORIES

£8

Group
(KEEBETAEN) (In HK$ millions) 2003 2002
JRE Raw materials $ 35 $ 28
FREm Work in progress 18 18
LR mm Finished goods 169 206

$222 $252

RZEBEZE=ZF+-_A=+—0 " AJ&H At December 31, 2003, the carrying amount of inventories that are
FEIGECFEARNAER —T=858 carried at net realizable value amounted to approximately HK$13
T (ZEZE-F BB NEETL) ° million (2002: HK$8 million).
FE W B X 16. TRADE RECEIVABLES

BREREATHESN AREELE
ERTRTFHESEFTHA+ARE
% o

UTREBRESRFZREDN

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

The ageing analysis of trade debtors is as follows:

3

Group
(KERBETAEN) (In HK$ millions) 2003 2002
ZZE=1H 0 - 30 days $121 $ 97
=t—EXxtH 31 - 60 days 41 32
ANT—ZEATH 61 - 90 days 6
@h+H Over 90 days 3
&t Total $171 $136

ANNUAL REPORT 2003 & R
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NOTES TO THE FINANCIAL STATEMENTS

—EE=F+-_A=+—H
December 31, 2003

17. B K 17. SHARE CAPITAL
(KERBETAEN) (In HK$ millions) 2003 2002
EE Authorized:

ZTERTR 2,000,000,000 ordinary shares of

EEBERL 2 EBR HK$0.05 each $100 $100
ERTREZEME Issued and fully paid:
tERF—E—+IE 1,442,198,518 ordinary shares

NFRE— TR (2002: 1,440,344,518 ordinary

(ZZTT=F: THE shares) of HK$0.05 each

NFE=t+mgnmT

FE—TARESREE

BRI T mR $ 72 $ 72
RAFEARN  BEITRAZEZH BN Details of the movements in the issued share capital during the
o year are set out below:

4=
Number of shares
2003 2002

SREEAERIL 2 TR Ordinary shares of HK$0.05 each
n—A—H At January 1 1,440,344,518 1,436,028,518
BTG Issue of shares 1,854,000 4,316,000
R+=ZA=+—8H At December 31 1,442,198,518 1,440,344,518

(a) BEITRHG (a) Issue of shares
BEARBIRMzBERETE - REF Pursuant to the share option scheme of the Company, the Company
W ARRBETRATGREEBE issued 1,854,000 new ordinary shares of HK$0.05 each in the
FlzHEaBst — ENTHEEN TR capital of the Company to option holders who exercised their share
TIkEREZBRESAA options during the year.

RRARRFARNETZAAN S BRER All the new ordinary shares issued by the Company in the year
ANAEREEZRNESTEAZAR ranked pari passu with the then existing shares of the Company in
FhE o all respects.

(b) EBREEHR (b) Share option information
EREAIZBEREAAABRENRE A summary of the share option scheme and details of the movement
FENEHHBERENT+—ZEN+A in share options of the Company during the year are set out on
B pages 81 to 85.

(c) EERHG (c) Repurchase of shares

ARARAE AL ERE B ERMERD -

GIORDANO INTERNATIONAL LIMITED
& wEEAERAAE

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

ANNUAL REPORT 2003 & R
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R-ZZBZ=F+_-_A=+—0 X&H

B B 3} R M

TEE=F+_A=+—

&t
NOTES TO THE FINANCIAL STATEMENTS

H

December 31, 2003

18. RESERVES

The reserves of the Group and the Company as at December 31,

RARBZzEEHTWOT - 2003 are analyzed as follows :
(EFIIER)
(Restated)
5 |
Group Company
(REBEHETAEN) (In HK$ millions) 2003 2002 2003 2002
Y Contributed surplus $ 383 § 383 $ 540 $ 540
BEAERRE Capital redemption reserve 3 3 3 3
&t % B Share premium 466 463 466 463
B 5 Exchange reserve (88) (98) - -
Hith i Other reserves 126 126 - -
EERwil Retained profits 599 636 219 281
1,489 1,513 1,228 1,287
RO AR 2 &R Proposed final and special
& B (B 5 9(a)) dividends (Note 9(a)) 238 209 238 209
Btk Total reserves $1,727  $1,722  $1,466  $1,496
Hib@EEIE - Other reserves represent:

() BEPEAREABERRMBE
R RBEREZMEBREZEER
BEZITANBHEFER(WEA)
RENZENBLRRAZEARR -

@ REBERHRBRIAGLER
AEREA RBERBEZHEAFZ
AERBEEREMHEBRANUR
ERHRRBBAEIEEAR - A0

BEREKERE -

@) BEMABEHSEREBELAE
Bl MiuBBeEREZBE QA
ZEERBES BRBALIRE
Sho RAMEDEZA ©

ANNUAL REPORT 2003 & R

(1)

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

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

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

GIORDANO INTERNATIONAL LIMITED

E R REBERLD
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December 31, 2003

19.

20.

RB &G 19. LONG-TERM LIABILITIES
-3
Group
(KERBETAEN) (In HK$ millions) 2003 2002
MEREEH Obligations under finance leases $- $9
REMEBEBH 2RI D Current portion of obligations
under finance leases - (4)
$- $5
NEBEAHNAT : The analysis of the above is as follows:
—FR Within one year $- $4
FE-F In the second year -
FFNEZEEER Wholly repayable within five years $- $9
E 1+ B ™ 20. TRADE PAYABLES
NTHEENEZERER KRR DN : The ageing analysis of trade creditors is as follows:
-3
Group
(KERBETAEN) (In HK$ millions) 2003 2002
Tx=+H 0 - 30 days $209 $157
=t—EX+H 31 - 60 days 52 29
ANT—ZEATH 61 - 90 days 17 13
@h+H Over 90 days 22 10
&5t Total $300 $209

GIORDANO INTERNATIONAL LIMITED
& wEEAERAAE

ANNUAL REPORT 2003 & R



21.

EERARAEEEREEEZERE
AREFDZTLER(ZTZ - F:
BOZTRN)ERHEE -

ARENEEREEEREECE S (B
A —#Be 2 &R EHA) RFERD
T

EEHRE (EE)EE

NOTES TO THE FINANCIAL STATEMENTS

21. DEFERRED TAXATION

Bt 5

w ox M

e
at

—EE=F+_-_A=+—H

December 31, 2003

Deferred taxation is calculated in full on temporary differences under
the liability method using a principal taxation rate of 17.5% (2002:

16%).

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

the year is as follows:

Deferred tax (assets)/liabilities

nE  RARZ
RENE  REEA
Accelerated  Unremitted At At
(HEEEETBEN) (In HKS millions) tax depreciation profits others Total
R-ZT=F-f-R At January 1, 2003 $7 $65 k] $69
REREH Credited to profit and
A loss account @ @ @ (8)
REEPIE Charged to equity - - 3 3
BEAAHEL Reversal of temporary difference
REfZE on withholding tax - @ - @
RZSE=F+ZfA=1-H At December 31, 2003 $5 $61 $4 $62
R-EE-£-§-H At January 1, 2002 $10 $48 $(6) $52
REREH (Credited)/charged to
GA) IR profit and loss account ©) 19 2 18
REEPIE Charged to equity - - 1 1
BEAAHEL Reversal of temporary difference
QEfER on withholding tax - 2 - )
RZSE-F+-fA=1-H At December 31, 2002 §7 $65 89 $69

FAREGZFIXMECHRERNBS &
HERT-MBARZRERIMEN
WamalE 2z HE -

ANNUAL REPORT 2003 & R

The deferred taxation charged to equity during the year comprised
the tax on the unrealized exchange gain of a long term loan to a

subsidiary company.

GIORDANO INTERNATIONAL LIMITED

7 W E K
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NOTES TO THE FINANCIAL STATEMENTS
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December 31, 2003

21.

EE B A (&)

AEEBAERECHBEERRBE
ABB=THEEL(ZZEZT=F : &%
ZTF=FE ) A EEE R RE R
Ao WERERBEABB -_T—8E
T(ZZEZE-F:A®NBET) BR
“EE=fF+-fA=+-BEEZRER
ER e MBZBRTHHETEREZERA
B LERBLESAR -

EATHENFAT  REEMSHI R
F—MBHE EXHEEENREL
MARABEEHEER - TIHESERFAE
EEER REERERAIE -

21.

DEFERRED TAXATION (continued)

The Group has unrecognized deferred tax assets in respect of tax
losses of HK$34 million (2002: HK$23 million) to carry forward
against future taxable income. These unrecognized tax losses of
HK$21 million (2002: HK$9 million) will expire within 5 years from
December 31, 2003. The remaining portion of the tax losses is
mainly related to Germany companies, such tax losses has no expiry
date.

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

-3
Group
(KERBETAEN) (In HK$ millions) 2003 2002
EEREEE Deferred tax assets $(15) $(10)
EEREEE Deferred tax liabilities 77 79
$ 62 $ 69

GIORDANO INTERNATIONAL LIMITED
& wEEAERAAE
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22.

23.

EFRE B E

AEEZIRBAERRDEAEAR R
HEE - AEAR-_TE-FR
SETCEERBEENAARS
NE-F-BBERBEENEAT—F
B MAAAR-EE=4R_F

S BRDAERNABEEAT
CEHERREE - BAT-HER -

MEENKRAY & E

AEER_ZZE=FR_FTT_F2H
BENBRDEESRARERE T LE
NT+tEETREE+TNE=TILEET
(BHIIKR) - RARAR T =F 24
EEHNGKRDABARAEBEETHE
=STNBERT M_ZT_FRARER
+tEEARTNEET -

ANNUAL REPORT 2003 & R

22,

23.

M % O x M &
NOTES TO THE FINANCIAL STATEMENTS

—EE=F+=ZRA=+—H
December 31, 2003

NET CURRENT ASSETS

The Group’s net current assets, defined as current assets less current
liabilities, amounted to HK$911 million and HK$861 million in 2003
and 2002 respectively. The Company’s net current asset was HK$263
million in 2003 compared with HK$292 million in 2002.

TOTAL ASSETS LESS CURRENT LIABILITIES

The Group’s total assets less current liabilities amounted to HK$1,947
million and HK$1,939 million (restated) in 2003 and 2002 respectively.
The Company’s total assets less current liabilities was HK$1,538
million in 2003 compared with HK$1,568 million in 2002.

GIORDANO INTERNATIONAL LIMITED
= 5 R EBAERAE
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NOTES TO THE FINANCIAL STATEMENTS
—EE=F+-_A=+—H

December 31, 2003

24, X F ERMERH DM 24. ANALYSIS OF CHANGES IN FINANCING DURING
THE YEAR

BE

HERH
Obligations R1T DE
BEA  BREEE under EX R EE
Share Share finance Bank Minority
(UEBEETARENR) (In HK$ millions) capital premium leases loans interests
“ET=F—-H—HZ#%%  Balance at January 1, 2003 $72 $463 $9 $- $61
BEZES Translation difference - - - - 3

BEZRERAIORLD) Net cash inflow/(outflow)

Pk from financing - 3 9 - -
P15 % 4 Share of reserves - - - - 27
BT E Dividends paid - - - - (20)

—ZZE=f+ZA=1+-H Balance at

& December 31, 2003 $72 $466 $- $- $71
TETHEHRYETOT The comparative figures for 2002 are set out as follows:
BE
HEEH
Obligations R1T DE
BEA  BREEE under EX R
Share Share finance Bank Minority
(UEBEETARENR) (In HK$ millions) capital premium leases loans interests
“ET-F-H—HZ#%  Balance at January 1, 2002 $72 $456 $14 $48 $55
MEER Translation difference - - - - 2
BEZRERAIORL) Net cash inflow/(outflow)
k] from financing - 7 ) (48) 4
P15 % 4 Share of reserves - - - - 24
ERERE Dividends paid - - - - (16)

“EE-F+-F=+—H Balance at
a1 December 31, 2002 $72 $463 $9 $ - $61

GIORDANO INTERNATIONAL LIMITED N
= REEE R A ANNUAL REPORT 2003 & R
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26.

(a)

M % O x M &
NOTES TO THE FINANCIAL STATEMENTS

—EE=F+=ZRA=+—H
December 31, 2003

B2 RELEEER 25. ANALYSIS OF BALANCES OF CASH AND CASH
A i EQUIVALENTS
(BB EETREN) (In HK$ millions) 2003 2002
iﬁé&ﬁﬁ e Cash and bank balances $850 $667
R 1I AU E Deduct: Bank deposits with maturity
il ﬁﬁZﬁEﬁm,ﬁﬂﬁm over three months from
date of deposits (7) )
843 664

RITERREL Bank loans and overdrafts (66) (53)
FReKEEFE Net cash and cash equivalents $777 $611
NEZAREERE RBIEFREAR Included in the cash and bank balances of the Group are cash and
TE=FTNEERL(ZEZT_F : B bank balances totaling HK$238 million (2002: HK$72 million)
+tF_BET)EEZ ARBRE R RT denominated in Reminbi.
PR EA
& 26. COMMITMENTS
KeHEZ&KE (a) Commitments under operating leases
RZZEZE=F+-F=+—H £~&H At December 31, 2003, the Group and the Company had future
RERBIREEER  WAZ IHE aggregate minimum commitments under non-cancelable operating

ERZTRE EERERE G2
HEEEAEDT -

RTIHREEREEHE

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

Operating leases which expire:

-3 NG|
Group Company

(KEBEEETREN) (In HK$ millions) 2003 2002 2003 2002

—FR Within one year $402 $396 $11 $14
—FREAFA After one year but

within five years 466 543 1 12

HFUE Over five years 7 22 - -

$875 $961 $12 $26

ATPMZEEHEHERBENAKER
FHERAHERFEZR e URSE
RE) o LAEDREERER
g o

ANNUAL REPORT 2003 & R

The operating lease rentals of certain outlets are based on the higher
of a minimum guaranteed rental or a sales level based rental. The
minimum guaranteed rental has been used to arrive at the above
commitments.

GIORDANO INTERNATIONAL LIMITED

E R REBERLD
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—EE =

December 31, 2003

26.

(b)

(c)

27.

GIORDAN

= B ®

=f+-A=+—H”
A E (&)
BEXAEE

R-ZBEZ=F+_A=+—0 X&HE
BEARRAR BT 2B RAEIE :

26.

(b)

COMMITMENTS (continued)

Capital commitments

At December 31, 2003, the Group and the Company had the following
capital commitments:

% YN
Group Company
(BB FETAEN) (In HK$ millions) 2003 2002 2003 2002
BEY Contracted but not
BAREE provided for $- $1 $- $-
HhEESH (c) Foreign currency contracts

A-ZEZE=F+_A=+—H Fr5%E
TERTRZEBRBIEARD
(Z2Z_F B -—ThHEET) °

FREE

N_ZEZ=F+_A=+—H K&H
RARRBUTEEBAREERBHREA

27.

The Group did not have any outstanding foreign exchange contracts
with banks at December 31, 2003 (2002: HK$15 million).

CONTINGENT LIABILITIES

At December 31, 2003, the Group and the Company had contingent
liabilities not included in the financial statements in respect of the

ZHANEE following:
-3 YN
Group Company
(KERBETAEN) (In HK$ millions) 2003 2002 2003 2002
REBERKEES Bank guarantees
ZRITER in lieu of rental and
utility deposits $9 $12 $- $ -
AR —2ENBLAREER Bank guarantee
ZHEERS ZIRITER in respect of rental
deposit of a tenant
of a wholly-owned
subsidiary - - 5 -
BREL I REFE Guarantee notes issued 34 35 - -
$43 $47 $5 $ -

O INTERNATIONAL LIMITED
H B AR A F
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TEWBARMT :

KEARARE SRR S B
Name of Place of
subsidiary incorporation

Bt

28. PRINCIPAL SUBSIDIARIES

BEk#tz
EREAE
Effective

percentage of
equity holding

EETR2HAR
FR AN = 5 1 K &
Issued and fully paid
share capital

or registered capital

wH o#® k M
NOTES TO THE FINANCIAL STATEMENTS

—EE=F+_A=+—H

e
at

December 31, 2003

The following is a list of the principal subsidiaries of the Company at
December 31, 2003:

TEEBRKERE
Principal activities
and place of operation

Bluestar Exchange
Limited *

ﬁ%DHUK
BRAE * (M5 1)
Dongguan Chi Hing
Garments Ltd. *
(Note 1)

East Jean Limited *

Giordano (Australia)
Pty. Limited *

Giordano (Japan)
Limited *

BE
Hong Kong

B
Mainland China

B
Hong Kong

ol

Australia

S

Japan

ANNUAL REPORT 2003 & R

2003

100

100

100

79

100

2002

100

100

100

79

100

“HER

SREESE—
LTER

3,000,000 ordinary

shares of HK$1 each

BENT-ERTEE
NTREEATAT
HK$42,558,499

+ER

BREGBES T
TEk

100,000 ordinary

shares of HK$10 each

tTER
ShEE-

LER
700,000 ordinary
shares of AUD1 each

~FE- 1R

BREELEAT
ik

1,020 ordinary shares

of JPY50,000 each

GIORDANO INTERNATIONAL LIMITED
& nEEAERA

EEBRETERE
REBAm
Retailing of apparel
and accessories

in Hong Kong

BB EARE
ZBE

Owning a factory
in Mainland China

Mk 43 T i
REBRETEREK

REBAm
Retailing of apparel
and accessories

in Taiwan

ERNEETERE
REBAm
Retailing of apparel
and accessories

in Australia
HERAGETERE
R A

Retailing of apparel
and accessories
in Japan

7



M B W X

5

NOTES TO THE FINANCIAL STATEMENTS

ZEE=F+=ZA=
December 31, 2003

+—H

28. T EMt B » A (&)

28. PRINCIPAL SUBSIDIARIES (continued)

RERGZ BERTR2HAR
EREAE FR AN 2 5 K &
WEARERE LA Lt B Effective Issued and fully paid IERBREERE
Name of Place of percentage of share capital Principal activities
subsidiary incorporation equity holding or registered capital and place of operation
2003 2002
ERARBER AT &R 100 100 TER EERRETER
Giordano Limited * Hong Kong BhEEEE— DHERERERA®
TEk Retailing and distribution
50,000 ordinary of apparel and
shares of HK$100 each accessories in Hong Kong
Giordano (M) BRAD 100 100 ZthERK EERALRLETE
Sdn. Bhd. Malaysia SREESRALY RELREBA®
—TZEBER Retailing of apparel
350,000 ordinary and accessories
shares of RM1 each in Malaysia
ERAPRFIBRAR « R 100 100 BAKTET ERFRETERE
Giordano (Macau) Macau WRMmEERERE LEBHR
Limited * MOP50,000 Retailing of apparel
represented by and accessories
2 quotas in Macau
Giordano Originals HNE LA E 100 100 —BNLTEZEZR EHMMELETE
(Singapore) Private Republic of BREERMEE—T R RECH A m
Limited Singapore Tdk Retailing of apparel
1,900,002 ordinary and accessories
shares of S§1 each in Singapore
Giordano (Thai) el 100 100 —BERK ERALETERE
Co., Ltd. * Thailand SREETRHK LEBHR
ik Retailing of apparel
1,000,000 ordinary and accessories
shares of THB10 each in Thailand
SEHRERAA ~ B 51 51 —BER EEBREREES
Gloss Mind Garment Hong Kong BREESE— Trading of apparel
Manufacturing Tdk products in Hong Kong

Company Limited *

GIORDANO INTERNATIONAL LIMITED

E A REBAER

A FH

1,000,000 ordinary
shares of HK$1 each
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NOTES TO THE FINANCIAL STATEMENTS
—EE=F+_-_A=+—H

December 31, 2003

28. PRINCIPAL SUBSIDIARIES (continued)

RERGZ BERTR2HAR
EREAE FR AN = 5 K &
WEARERE LA Lt B Effective Issued and fully paid IERBREERE
Name of Place of percentage of share capital Principal activities
subsidiary incorporation equity holding or registered capital and place of operation
2003 2002
AERRAERAA B 100 100 “tTER EEBRH®ER
Lau, Wong & Associates Hong Kong BREESE—T B R
Consultants Limited LTdk Management
200,000 ordinary consultancy service
shares of HK$1 each in Hong Kong
PT. Giordano 1) 40 40 —THER EHREETERE
Indonesia * Indonesia BREE-BEDRE REHA®
ik Retailing of apparel
1,500 ordinary shares and accessories
of IDR1,000,000 each in Indonesia
RN FEBEK th 100 100 ARB—THE-tETL ETEREZR:
BRAR * (M 2)  Mainland China RMB 15,100,000 RERHERER
Shenzhen Tiger B A m
Garment Ltd. * (Note 2) Investment holding,
manufacturing and
retailing of apparel
and accessories in
Mainland China
EREERRAA BB 100 100 — Tk ERBEAREREER
Tiger Enterprises Hong Kong BREEEYE T Investment holding
Limited LTdk in Mainland China
~NTER
BREEEYE—T
ZERZERLER

ANNUAL REPORT 2003 & R

1,000 ordinary

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

GIORDANO INTERNATIONAL LIMITED
& wEEAERAAE
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December 31, 2003
28. T EM R 2 A (&)

28. PRINCIPAL SUBSIDIARIES (continued)

RERGZ ERTR2HAR
ERESE R AN 2 5 B A
WEARERE LA L it B Effective Issued and fully paid TEXBREEHE
Name of Place of percentage of share capital Principal activities
subsidiary incorporation equity holding or registered capital and place of operation
2003 2002
Walton International HEHRS 100 100 —BEZRK HEFEETIE
Ltd. * Cayman Islands BREE-=1T Licensing of trademarks
ik
102 ordinary shares
of US$1 each
* EENERE *  subsidiaries held indirectly
ftat Notes:
1, ﬁ%g gling\gﬁﬁfl\( A —NEEE 1. Dongguan Chi Hing Garments Ltd. is a wholly-foreign-owned enterprise
2 ;‘i“ﬁ CRRKBRAR T —ERIAF 2. Shenzhen Tiger Garment Ltd. is a sino-foreign co-operative joint venture
FEE=— /N

20, B B H® Kk BB 29. APPROVAL OF FINANCIAL STATEMENTS

AEEHBRRER_FTZTNE=A
TAHHEZSRB -

The financial statements were approved by the board of directors
on March 18, 2004.

GIORDANO INTERNATIONAL LIMITED
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