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GIORDANO INTERNATIONAL LIMITED

B KR E FINANCIAL HIGHLIGHTS
HEARNA=+HLAER
Six months ended June 30
2006 2005
(RBER) (REEER)
(Unaudited) (Unaudited)
ReEXE OPERATING RESULTS
EXBERGET) Turnover (HK$ millions) 2,021 2,152
wewt FEeET) Operating profit (HK$ millions) 184 246
WG EN (BEEET) Profit attributable to shareholders (HK$ millions) 151 187
BRER PER SHARE DATA
FRAR - ZEX CEM) Earnings per share - Basic (HK cents) 10.1 12.8
FRPHRE CB) Interim dividend per share (HK cents) 4.5 45
TRERHEBRE GBI Special interim dividend per share (HK cents) 2.0 2.0
Bt = FINANCIAL RATIOS
FEHHEEZRELE (H2)  Inventory turnover on sales (days) 34 30
THEEBERRE (Ht1) Return on average total assets (note 1) 5.4% 7.4%
THRFESEBE (K 22) Return on average shareholders’ funds (note 2) 7.3% 9.5%
SHERmE (ff:£3) Return on sales (note 3) 7.6% 9.4%
Ktat Notes:
1. BEBEFRIAFSEESLTE 1. Profit after taxation divided by average total assets
2. RRBREEMGRFIGRA 2. Profit attributable to shareholders of the Company
THRRE® divided by average shareholders’ funds
3. BREREMBRUEE 3. Profit after taxation divided by sales
2 Interim Report 2006
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GIORDANO INTERNATIONAL LIMITED

UNAUDITED INTERIM RESULTS

The board of directors of Giordano International Limited (the “Company”) is
pleased to announce that the interim results of the Company and its
subsidiaries (the “Group”) for the six months ended June 30, 2006 along
with comparative figures for the corresponding period and selected
explanatory notes are as follows:

EHHEEBER CONDENSED CONSOLIDATED PROFIT AND LOSS ACCOUNT
Bz A=t+HLEXEA
Six months ended June 30
2006 2005
(BZREFI (In HK$ millions, Bt 5F (REER) (REEER)
NWEEBETRENL) except earnings per share) Note (Unaudited) (Unaudited)
= | Turnover 2 2,021 2,152
HE R Cost of sales (1,000) (1,056)
EF Gross profit 1,021 1,096
H Al U Other revenue 53 45
D THE Distribution, administrative and
Hinic e &M other operating expenses (890) (895)
R Operating profit 2,3 184 246
BmEEM Finance expense 4 (1) -
JE 18 F R 2 2 2] A Share of profit of jointly
controlled companies 4 10
JEAE — B 2 2 &) s A Share of profit of an associate 5 5
B B Bl i A Profit before taxation 192 261
M8 Taxation 5 (38) (58)
BRI R T Profit after taxation 154 203
e E A - Profit attributable to:
ERERR Shareholders of the Company 151 187
DHRER Minority interests 3 16
154 203
e Dividends 6(a) 97 97
BRAER Earnings per share 7
BN Basic 10.1¢ 12.8¢
e Diluted 10.1¢ 12.7¢
-2 2 X F 4h B 8 3
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GIORDANO INTERNATIONAL LIMITED

HHGEREERBR CONDENSED CONSOLIDATED BALANCE SHEET
~NA=+tR +=-A=+—~H
June 30 December 31
2006 2005
BT E (REER) (E&%)
(KB FETREN) (In HK$ millions) Note (Unaudited) (Audited)
¥ E ASSETS
(RBEE Non-current assets
W MBREE Property, plant and equipment 8 249 256
BEME Investment property 9 87 88
HEEHA B E R Interest in jointly controlled companies 335 316
—BE AR ER Interest in an associate 28 30
HELHMRELEMNNE Leasehold land and rental prepayments 10 311 313
HE%ZS Rental deposits 256 251
ERETIEEE Deferred tax assets 14 27 24
1,293 1,278
REBEE Current assets
FE Inventories 375 369
HELHMRELEMNNIE Leasehold land and rental prepayments 10 14 13
R LA BR 3R e b FE WK Trade and other receivables 11 388 407
ReRIRITET Cash and bank balances 15 678 903
1,455 1,692
EEHAE Total assets 2,748 2,970
ExE k&8 B EQUITY AND LIABILITIES
[N Capital and reserves
% & Share capital 12 74 74
& & Reserves 1,830 1,750
BOR R 2 Proposed dividends 6 97 298
PN Equity attributable to shareholders
[Efh = of the Company 2,001 2,122
DEHRRER Minority interests 93 93
EmEE Total equity 2,094 2,215
F¥REBEE Non-current liabilities
BEHBEEE Deferred tax liabilities 14 99 92
REaE Current liabilities
JEE f~F AR 3R R b JE 51 3K Trade and other payables 13 437 515
RITER Bank loans 15 72 76
I8 Taxation 46 72
555 663
BEEE Total liabilities 654 755
ERREELEE Total equity and liabilities 2,748 2,970
4 Interim Report 2006
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FHEERERER CONDENSED CONSOLIDATED CASH FLOW STATEMENT

BZAAB=1+RHLA<EA
Six months ended June 30

2006 2005
P & (REER) (REEEZ)
(KEEEETABEN) (In HK$ millions) Note (Unaudited) (Unaudited)
KaEBI7RERANEE Net cash inflow from operating activities 106 148
BEEBK 2R RLFE Net cash outflow from investing activities (36) (27)
MEEB 2R RLFE Net cash outflow from financing activities (301) (160)
RekBRaFEIZRD Decrease in cash and cash equivalents (231) (39)
R—A—BZR&ERES Cash and cash equivalents
SHEER at January 1 824 686
HINEEEXEEH FE Effect of foreign exchange rate changes 11 (2)
RAAR=TBEZzZR2R Cash and cash equivalents
ReSEET at June 30 15 604 645
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

GIORDANO INTERNATIONAL LIMITED

FRARRELER
Attributable to shareholders of the Company
g% e
RERE e SERR
i BABH Capital  RHEE  EREE Share  HfifiE  REEA BE ER4E
(REER) (WE¥EETAEN) Share  Contributed redemption  Share Exchange  options Other Retained &% Minority  Total
(Unaudited) (In HK$ millions) capital surplus feserve  premium  reserve  reserve  reserves profits ~ Total interests equity
RZZERE-A-H
At January 1, 2006 74 383 3 602 (30) 10 19 %1 2122 93 2,215
BIHBLAARAAAAE B AR
BRNERTED
Exchange adjustment on translation
of overseas subsidiaries and branches
recognized directly in equity - - - - 2 - - - 23 - 2
Edyegl
Prfit for the period - - - - - - - 151 151 3 154
BhR LS
Total recognized gain - - - - 2 - - 151 174 3 1
LD HE
Share option scheme
- R RERENE TN
- Shares issue Upon exercise
of share options - - - 2 - - - - 2 - 2
- BREER
- Share option expense - - - - - 1 - - 1 - 1
SERERE
Dividends to minority shareholders - - - - - - - - - &) b
“ETRERBREARS (Wit (b))
2005 final and special dividends (note 6(b)) - - - - - - - (298)  (298) - (298)
- - - 2 - 1 - (298)  (29%) () (298)
RZBERERA=TH
At June 30,2006 74 383 3 604 Ul il 19 814 2,001 93 2,094
6 Interim Report 2006
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GIORDANO INTERNATIONAL LIMITED

The comparative figures for 2005 are set out as follows:

ARARREGER
Attributable to shareholders of the Company
g% EhE
REff (1] HHRR
ks #AEK Capital ~ HRHVEE EX@E  Shae HMRE REEA B: EREE
(AEER) (#¥EETAE) Share Contributed redemption  Share Exchange  options  Other Retained A% Minority  Total
(Unaudited) (In HKS millions) capital surplus feserve  premium  reserve  reserve  reserves profits ~ Total interests equity
RZEERF-F-H
At January 1, 2005 73 383 3 489 (32) 7 18 913 1,954 7 2,033
N NG RNl
ERNVERTED
Exchange adjustment on translation
of overseas subsidiaries and branches
recognized directly in equity - - - - 8 - - - 8 (1) 7
iyl
Profit for the period - - - - - - - 187 187 16 203
Bl
Total recognized gain - - - 8 - - 187 19 15 210
BlEral
Share option schemes
- R RERENST G
- Shares issue upon exercise
of share options 1 - - 109 - - - - 10 - 10
- BlREER
- Share option expense - - - - - 2 - - 2 - 2
SERERE
Dividends to minority shareholders - - - - - - - - - (10) (10)
“SEREREREARS (Hikon)
2004 final and special dividends (note 6(b)) - - - - - - - (260)  (260) - (260)
1 - - 109 - 2 - (260)  (148) (10) (158)
RZSFRERA=TH
At June 30, 2005 74 383 3 598 (24) 9 18 840 2,001 84 2,085
-2 2 X E 4 H H 5 7
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GIORDANO INTERNATIONAL LIMITED

NOTES TO THE CONDENSED FINANCIAL STATEMENTS

Basis of preparation

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

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

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

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

HKFRS Interpretation 4 Determining whether an Arrangement
contains a Lease

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

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

Interim Report 2006
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GIORDANO INTERNATIONAL LIMITED

Turnover and segment information

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

BEAA=tHILAEA
Six months ended June 30

2006 2005

e A KSRl

EER Operating HERE Operating

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

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

B3 manufacturing 480 20 520 32

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

2,021 184 2,152 246

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

BEAA=1tHILAERA
Six months ended June 30

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

2,021 2,162
FEE—Pig Operating profit

KEBENEHER/GIA) TSR :

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

BZAA=1tHIXERA
Six months ended June 30

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

RIEE prepayments 4 4
ME - HER Depreciation of property,

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

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

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

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

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

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

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

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

BZAA=1+HIAEA
Six months ended June 30

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

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

BE_ZTRER-_ETRFAAA=TAHL
ANEA BELREERNTERIAERE -

AKEALEAENBHEREBEASEE
BEBCAETHECHERE - BHLHR
TeUAKREIHBEMRNBEEATE -

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

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

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

Interim Report 2006
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@
(a)

GIORDANO INTERNATIONAL LIMITED

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

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

&
B

BRE-—FE INAHABERX
BN

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

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

BEAA=1tHIEAEA
Six months ended June 30

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

FREE R and paid of 5.0 HK cents

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

R Rl R B AR B approved and paid

BRAB—ARI of 15.0 HK cents

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

298 260

PAUREE: ST I 11
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BRERAREFRAN D ZEHNBRENS
HEEMEB-—EBAT—BERL(ZF
FThE B -—RBNA\TLEEL)FE -

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

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

GIORDANO INTERNATIONAL LIMITED

Earnings per share

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

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

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

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

A

GIORDANO INTERNATIONAL LIMITED

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

AEERE-DEERAUBRFEH
AEEZHERELESIRAERRE
R-_ZTZLFA ZNERETEHD
BEREWE -

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

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

T N F 7 OB K &

13
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12.

14

GIORDANO INTERNATIONAL LIMITED

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

RTHETEEZEPFHATHEERES -
AT REEERRZREDT

average credit period of 60 days to its trade customers.

The ageing analysis of trade receivables is as follows:

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

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

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

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

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

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

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

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

Interim

Report

2006
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14.

GIORDANO INTERNATIONAL LIMITED

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

FREERAGHRABE LT A& (=
ZERAFT-_A=t—H:BEATN\AE
BL)zommT

14.

GIORDANO INTERNATIONAL LIMITED

Deferred taxation (continued)

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

~A=t+H +-A=+—H
June 30 December 31

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

72 68

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

16. EEABHRADEBRERDEE

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

16

16.

Total assets less current liabilities and net current assets

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

Interim Report 2006
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17. &I

(a) HEHEZEE

GIORDANO INTERNATIONAL LIMITED

17. Commitments

(@) Commitments under operating leases

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

ARA=Z+H TZA=+—H

June 30 December 31

(UEEEBETAEN) (In HK$ millions) 2006 2005

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

within five years 628 613

FFHE Over five years 42 43

1,189 1,163

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

EERTEEHRIRZ A
RARBEZRERENTE

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

EWHER AT : as set out below:
AREtHE tZA=+—H
June 30 December 31
(KWEEBETREN) (In HK$ millions) 2006 2005
—FR Within one year 27 25
—FRERFRA After one year but
within five years 15 26
42 51
(b) EAREIE (b) Capital commitments
RZZEERFANA=Z1TH £EEE At June 30, 2008, the Group had the following capital commitments:
T2 BRAHE
~A=+8A tZA=+—H
June 30 December 31
(WEKBETREN) (In HK$ millions) 2006 2005
EENBERER Contracted but not provided for 4 -
EREERED Authorized but not contracted for 5 -
9 _
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18.
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18.

GIORDANO INTERNATIONAL LIMITED

Derivative financial instruments

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

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

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

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

M

HREE

RZZZEREAA=ZTH KEEBEUT
TEAREMBHERAZIREE

19.

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

Contingent liabilities

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

AB=+tH +tZA=+—8

June 30 December 31

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

2 RITEIR rental and utility deposits 10 9

Interim Report 2006
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20.
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T

GIORDANO INTERNATIONAL LIMITED

20. Material related parties transactions

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

BZAA=1tHILAEA
Six months ended June 30

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

— KR ZEHAE

& Wi B8 Bt )

a jointly controlled company 5 3

Amounts due from these related parties are:

AXB=+A t-A=f-H

June 30 December 31

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

FEUR A |2 KRR A7) o — B & A B R

BERBREBERERREECEERK -

The above amounts due from jointly controlled companies and an
associate are reflected in trade and other receivables.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
RESULTS OF GROUP OPERATIONS
Turnover

Total first half 2006 turnover was HK$2,021 million (2005: HK$2,152
million), a 6.1 percent year-on-year decrease.

Warmer than normal temperatures and erratic weather patterns in
Greater China in January and February slowed Chinese New Year
sales while higher interest rates and fuel prices affected consumer
confidence and spending in our Southeast Asian markets. However,
stronger performance in the second quarter with new spring
merchandise allayed the effects of a disappointing winter. For the
first half as a whole, the Retail & Distribution Division recorded a
turnover of HK$1,869 million (2005: HK$1,953 million), or a 4.3
percent year-on-year decrease compared to the 6.4 percent decline
recorded in the first quarter.

Meanwhile, severe price competition arising from over capacity in the
garment industry resulted in sales of the Garment Trading &
Manufacturing Division decreasing by 7.7 percent year-on-year to
HK$480 million (2005: HK$520 million).

Gross Profit

The Group’s gross margins decreased to 48.1 percent in the first quarter
(2005: 49.9 percent) but staged a strong recovery in the second quarter,
coming in at 53.0 percent, up 1.0 percentage point compared to the same
period last year. As a result, the Group’s first half gross margins were
50.5 percent (2005: 50.9 percent), while gross profits saw a 6.8 percent
reduction to HK$1,021 million (2005: HK$1,096 million). Both the Retail &
Distribution Division and the Garment Trading & Manufacturing Division
posted lower gross margins compared to the same period last year, the
former as a result of an increase in season-end clearance discounts on
inventories built up from a warmer winter while the latter because of
continuing downward pricing pressure.

Operating Expenses

Although rental cost remained high and on the rise, the effect was offset
by good, disciplined expense management and we managed to keep first
half operating expenses steady at HK$890 million (2005: HK$895 million).
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GIORDANO INTERNATIONAL LIMITED

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

First half 2006 operating profit decreased 25.2 percent year-on-year to
HK$184 million (2005: HK$246 million) while EBITDA decreased by
22.9 percent to HK$253 million (2005: HK$328 million). Sales and gross
margin improvements in the second quarter resulted in operating margin
improving from the 5.6 percent recorded in the first quarter to 9.1 percent
for the first half (2005: 11.4 percent). Similarly, EBITDA margin improved
from the 8.4 percent recorded in the first quarter to 12.5 percent recorded
in the first half (2005: 15.2 percent).

Profit Attributable to Shareholders

Profit attributable to shareholders amounted to HK$151 million, down
19.3 percent from the HK$187 million reported for the same period in
2005. Due to the weaker performance of our Korean operations, our share
of profits of jointly controlled companies was 60.0 percent lower at
HK$4 million (2005: HK$10 million). First half profits contribution from our
Middle East associated company remained steady at HK$5 million.

The effective tax rate decreased to 20.8 percent (2005: 23.6 percent),
a result of lower profit contribution from markets with higher corporate tax
rates.

Cash Flows

Net cash generated from operating activities in the first half was
HK$42 million lower at HK$106 million (2005: HK$148 million). Net cash
used for investing activities was HK$36 million, an increase of
HK$9 million over the same period in 2005. Interest received from banks and
dividends received from jointly controlled and associated companies
amounted to HK$23 million. Capital expenditure during the period was
HK$45 million (2005: HK$48 million).
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In the first half, net cash used for financing activities was HK$301 million
(2005: HK$160 million). The increase is attributable to dividends paid to
shareholders increasing by 14.6 percent to HK$298 million
(2005: HK$260 million) and a reduction in the exercise of management
share options which caused the proceeds from the issue of shares arising
from such exercise decreasing to HK$2 million (2005: HK$110 million).

Liquidity and Capital Resources

As at June 30, 2006, total cash and bank balances amounted to
HK$678 million (December 31, 2005: HK$903 million), total liabilities were
HK$654 million (December 31, 2005: HK$755 million) and shareholders’
equity was HK$2,001 million (December 31, 2005: HK$2,122 million).

As at June 30, 2006, the Group had trade finance and revolving loan
facilities amounting to HK$404 million, up from HK$389 million as at
December 31, 2005, of which HK$72 million under revolving loan facility
had been drawn and was outstanding. The Group also had contingent
liabilities on bank guarantees in the amount of HK$10 million
(December 31, 2005: HK$9 million), incurred in the normal course of
business.

OPERATIONS REVIEW
Retail & Distribution Division

Erratic weather patterns in Greater China and weak consumer sentiment
in Southeast Asia slowed sales in the first quarter. Turnover of Giordano
core line and Giordano Junior decreased 7.3 percent year-on-year in the
first quarter but conditions improved in the second quarter so that sales
for the first half as a whole only decreased by 4.4 percent to
HK$1,624 million (2005: HK$1,698 million). Comparable store sales also
improved in the second quarter so that first half comparable store sales
decreased by 5.9 percent as compared to the 10.4 percent decrease
experienced in the first quarter. Bluestar Exchange saw a similar
decrease with first half turnover of HK$153 million, 10.5 percent lower
than the HK$171 million recorded in the same period in 2005, while
comparable store sales were down 6.1 percent. Giordano Ladies
performed the best with turnover growing by 9.5 percent to HK$92 million
(2005: HK$84 million) and comparable store sales up 6.4 percent in the

Interim Report 2006



E #F R B B B R 2 F

B E > 2 /N2 — o Giordano Ladies XI5 &
BEH REFFEERERBD 2N
AEAENT 88T (ZZZRF : B
NTFHEET) @ ATLERPI™ 2 S8 A&
EERHEREE D 2/ BN - BEME -
CEERFLHFEERDHEAPI &
EREFREBETHRE D 2N =28
TNANERTLEEL(ZZEZRF B
TNAERT=ZBETT) @ JHEEBMATMZHEE
FAREFRBARIEBEO 2R = - £¥F
FEMEREFRBRLOZHEET DI -
LE BT THRESZ T ZFWOEEE
—EBARTHUEET(CETRF BB &
—THEEL) @ ME&ERMEN TR B
“EE

TRERASEEBESS 2 2ERHH
BEE

GIORDANO INTERNATIONAL LIMITED

first half. Overall, first half 2006 Retail & Distribution Division turnover was
4.3 percent lower at HK$1,869 million (2005: HK$1,953 million) and
comparable store sales were down 5.3 percent year-on-year. First half
gross margins decreased by 0.7 percentage point year-on-year.
Operating profit decreased 23.4 percent to HK$164 million (2005:
HK$214 million) and operating margins were down 2.2 percentage
points.

The following table shows the Group’s Retail & Distribution turnover by
region:

BZXA=1+HILEA<AEA
Six months ended June 30

—E 2] Turnover —EERE —EERHEF o

(KB aETREN) (in HK$ millions) 2006 2005 Change
Hh B AP Mainland China 472 464 +1.7%
B Hong Kong 420 412 +1.9%
aE Taiwan 322 391 -17.6%
N Singapore 190 205 -7.3%
Hiomig ROy EIEESR Other Markets & Distribution Sales 465 481 -3.3%
B Total 1,869 1,953 -4.3%

TEAEEFEXRETIKASZ . B
FARA BREFEHBHLEABD 2
— o BEME L¥FEEREREFAY
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—ETAF BBOEATHAET) -
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W S AR 8 A K R K N B
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> BIERENEMREER 2 B R 5T &) - AT
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After decreasing by 2.0 percent in the first quarter, turnover in Mainland
China staged a strong recovery and grew by 6.1 percent year-on-year in
the second quarter. Overall, first half turnover increased 1.7 percent year-
on-year to HK$472 million (2005: HK$464 million) and comparable store
sales increased by 7.2 percent. We maintained discipline on pricing and
discounts and as a result achieved a 0.5 percentage point expansion in
gross margin in the first half. We experienced significant upward rental
pressure not just in first tier cities like Shanghai and Beijing but also in
second tier cities as well. Always mindful not to sacrifice margins in
pursuit of growth, we initiated a temporary slowdown of our store opening
program and added a total of eight outlets in Mainland China during the
period. We expect market conditions to stabilize and we will resume a
more aggressive growth plan, as and when conditions improve, with a
view to adding about 20 outlets in the second half.
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Hong Kong also had a weaker than expected first quarter, with turnover
increasing by 1.4 percent year-on-year. However, our performance
improved in the second quarter with turnover increasing by 2.5 percent
year-on-year. Overall for the first six months of 2006, turnover increased
by 1.9 percent year-on-year to HK$420 million (2005: HK$412 million)
while comparable store sales increased by 4.4 percent. Though still a
concern, rentals have been increasing at a less alarming rate compared
to 2005 and we expect rental increases to begin easing in the second
half, thus improving the operating environment.

Irregular weather patterns in January and February together with
stagnant household income growth and a sharp consumer credit crunch
caused Taiwan’s first quarter turnover to shrink by 25.6 percent year on
year. Lackluster economic performance combined with the political
leadership crisis continued to challenge consumer confidence and
spending in the second quarter. Nevertheless our performance began to
improve though at a slower rate compared to that achieved by Mainland
China and Hong Kong. For first half 2006 as a whole, Taiwan’s retail sales
decreased 17.6 percent to HK$322 million (2005: HK$391 million) and
comparable store sales decreased 13.7 percent year-on-year. The tough
market conditions have forced some of our weaker competitors to
retrench their operations. We view this as a good opportunity to invest for
future growth and have been pushing to expand our network, with plans
to add about 10 to 20 outlets in the second half of 2006.

The proliferation of both foreign and Asian brands in Singapore
intensified competition while weaker consumer sentiment in neighboring
countries slowed tourist spending. As a result, first half sales decreased
7.3 percent year-on-year to HK$190 million (2005: HK$205 million) while
comparable store sales were down 15.7 percent. We have accelerated
the launch of Giordano Concept Stores in Singapore, targeting our key
Ngee Ann City, Marina Square and Suntec City locations. We expect the
initiative to enhance the Giordano’s image and market position and give
momentum to the nascent recovery.
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Weaker consumer confidence brought on by higher interest rates and fuel
prices affected our sales in other Southeast Asian markets. In Malaysia,
first half sales decreased 13.8 percent to HK$56 million (2005:
HK$65 million). Meanwhile, Thailand saw first half turnover declining by
2.3 percent to HK$43 million (2005: HK$44 million). Only Indonesia
posted first half sales increase by 11.5 percent year-on-year on the back
of new store openings. We expect market conditions in Southeast Asia to
slowly improve in the second half.

First half turnover in Australia grew by 5.0 percent year-on-year to
HK$105 million (2005: HK$100 million). In Japan, first half turnover
increased 5.5 percent year-on-year in local currency terms but turned
into a 3.4 percent decrease upon translation to Hong Kong Dollars,
coming in at HK$28 million (2005: HK$29 million). More significantly, our
Japanese operations turned a small operating profit in the first half.

Unseasonable weather in Korea led to a 7.6 percent year-on-year
decrease in first quarter sales. Conditions improved in the second quarter
and sales saw a rebound, increasing by 5.8 percent. Overall, first half
turnover of our South Korean jointly controlled company was essentially
flat at HK$474 million (2005: HK$478 million) while comparable store
sales were down 9.6 percent. As a result of higher season-end discounts
to clear winter stocks, its contribution to Group profits decreased from
HK$8.5 million in the first half of 2005 to HK$0.4 million in the first half of
2006. We closed a number of under-performing outlets and as a result the
number of stores decreased by 18 in the first half. However, we are
planning to step up new store openings to add about 10 to 15 outlets in
the second half. At June 30, 2006, the Group held 49.4 percent in its
South Korean jointly controlled company.

With the continued strength of oil prices, consumer confidence in the
Middle East remained buoyant. As a result, turnover of our associated
company grew by 18.6 percent to HK$172 million (2005: HK$145 million).
We added four outlets to bring the total store count in the regionto 111 as
at June 30, 2006. However, high oil prices have also fueled an economic
boom that resulted in a significant escalation in rental and staff costs,
reducing our operating and net margins. As such, first half profits
contribution from our Middle East associated company remained steady
at HK$5 million. At June 30, 2006, the Group held 20.0 percent in its
Middle East associated company.
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Garment Trading & Manufacturing Division

Turnover of the Garment Trading & Manufacturing Division, including
intra-group sales, decreased 7.7 percent to HK$480 million (2005:
HK$520 million). Severe price competition arising from persistent over
capacity in garment manufacturing has led third-party sales to decrease
by 23.6 percent year-on-year to HK$152 million (2005: HK$199 million).
As a result, the proportion of third party sales decreased to 31.7 percent
of divisional sales (2005: 38.3 percent). The Garment Trading &
Manufacturing Division accounted for 31.2 percent of the Group’s first
half merchandise purchases, essentially unchanged from the
31.3 percent for the same period last year. Gross margin decreased by
2.5 percentage points while operating margin decreased by
2.0 percentage points compared to the same period last year. As a result,
first half 2006 operating profit decreased 37.5 percent to HK$20 million
(2005: HK$32 million). The reduced profit contribution from the division
accounted for 10.9 percent of the Group’s consolidated operating profit
(2005: 13.0 percent). We have taken steps to relocate part of our
manufacturing operations from high-cost Guangdong to lower cost
Shandong in northern China. The relocation is expected to be completed
in the fourth quarter of 2006 and the resultant cost savings will help
enhance our competitiveness.

HUMAN RESOURCES

As at June 30, 2006, the Group had about 11,300 employees
(December 31, 2005: 11,000 employees). Besides offering incentive
bonus schemes to certain senior executives as a means to reward and
retain a high calibre management team, the Group also provides
competitive remuneration packages and goal-oriented bonuses to staff at
various levels. Discretionary bonuses and share options may also be
awarded to the eligible employees based on the Group’s and the
individual’s performance.
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GIORDANO INTERNATIONAL LIMITED

OUTLOOK

We intensified execution of our brand differentiation strategy to a higher
level in early 2006 and this has been instrumental in the turnover and
gross margin recovery achieved in the second quarter. Meaningful
differentiation in both store ambience and merchandising is vital in
establishing and deepening customer relationships. We are also
extremely pleased at the inroads we have made in India this year.

The Giordano Concept Store program aims to satisfy the demands of an
increasingly complex customer base and to differentiate our brand in an
overcrowded apparel market. Our Concept Stores are also distinguished
from our other Giordano stores and Bluestar Exchange by their location in
high traffic, highly visible downtown sites and their more striking window
displays and in-store presentations. The merchandise offering is also
more appealing, featuring exclusive designs and limited editions that
epitomize Giordano’s updated “dressed-up casual” attitude.

We currently have five Concept Stores in Hong Kong and two in Mainland
China. Better than expected performance has encouraged us to
accelerate our roll-out plan and we have added four Concept Stores in
Taiwan and three in Singapore. Management believes that 15 percent of
all stores can be converted to the new Concept Store format by 2008.
Regular Giordano stores are also being re-merchandised to spice up
their basic, easy casual and value-oriented offerings. Management
believes that the merchandising efforts will enhance the brand’s market
position and enable us to grow the Giordano global network more
aggressively by at least 100 outlets a year.

Our Bluestar Exchange stores are undergoing a re-branding program as
we pare down the color palette and create an edgier and more urban
image for younger customers. This will position Bluestar Exchange for
quicker growth going forward, both in Greater China and new markets
such as Australia and Indonesia, at a rate of about 40 outlets a year.
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GIORDANO INTERNATIONAL LIMITED

After having established a solid foundation for Giordano Ladies, we are
now embarking on a more aggressive roll-out of new stores in the region.
The first half saw new stores opening in Shanghai’s Xintiandi and
Singapore’s Raffles City. The second half will see a total of four additional
outlets in Beijing, Hong Kong and Kaohsiung in Taiwan, bringing the total
number of Giordano Ladies stores to over 30 by the end of 2006. Going
forward, we expect to grow the Giordano Ladies network at a faster rate of
about ten outlets a year, with about half of the growth coming from China,
especially prosperous and sophisticated second tier cities like
Hangzhou, and new markets like Malaysia and Thailand.

We are confident that our various merchandising and branding initiatives
will help differentiate our brands in the marketplace and strengthen our
competitive position. Meanwhile, we note that many of our competitors
have run into varying levels of difficulties, with some of them having to
retrench their operations. We expect this retrenchment to continue apace
in the second half and view this as an excellent opportunity to invest for
future growth. As such, we plan to significantly increase the pace of new
store openings in the second half, with a view to adding about 50 to 60
outlets to our network, with most of them in Mainland China.

We have also established a bridgehead in India and our first store,
located in the new Chennai City Center shopping mall in Chennai, has
seen strong traffic and sales growth since opening in May. The initial
success highlights the excellent growth prospects that Giordano enjoys
in India and we have intensified our efforts to secure additional store
sites. We will open two stores in Mumbai before the end of 2006 and we
have confirmed another nine locations in major cities such as Bangalore,
Chennai, Hyderabad, Mumbai and Pune for opening in 2007 and 2008.
We are on track of achieving our target of having at least ten stores in
2007 and 20 in 2008 in India.

As we announced on August 4, 2006, the Company received an
approach from Fast Retailing Co., Ltd., parent of the Uniglo chain in
Japan, about the possibility of a business combination. However, as no
offer has been made and no firm intention to make an offer has been
indicated, the Board feels that it is inappropriate to give any comment at
this time.
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GIORDANO INTERNATIONAL LIMITED

OTHER INFORMATION

Dividends

The board of directors (the “Board”) of the Company declared an interim
dividend of 4.5 HK cents (2005: 4.5 HK cents) per share and a special
interim dividend of 2.0 HK cents (2005: 2.0 HK cents) per share for the
year ending December 31, 2006 payable on or about Friday,
September 15, 2006 to shareholders whose names appear on the register
of members of the Company on Tuesday, September 12, 2006.

Closure of Register of Members

The register of members of the Company will be closed on Monday,
September 11, 2006 and Tuesday, September 12, 2006, during which
period no transfer of shares will be registered. In order to qualify for the
interim and special interim dividends, all transfer documents
accompanied by the relevant share certificates must be lodged with the
Company’s branch share registrars in Hong Kong, Abacus Share
Registrars Limited, at 26th Floor, Tesbury Centre, 28 Queen’s Road East,
Hong Kong for registration no later than 4:30 p.m. on Friday,
September 8, 2006.

Interests of Directors in Securities

As at June 30, 2006, the interests and short positions of the directors and
chief executive of the Company in the shares, underlying shares and
debentures of the Company or its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the “SFQ”)),
as recorded in the register required to be kept under section 352 of the
SFO; or as notified to the Company and The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies (the “Model
Code”), were as follows:
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GIORDANO INTERNATIONAL LIMITED

FLEHmzEE

il BROBERER RS

Bk (Krat) B EHY

(Ktat) Beneficial Approximate

Beneficial interest in unlisted aggregate

== ERME interest in shares underlying shares percentage

Director Nature of interest (Note) (Note) of interests
21 2 1 & A

LAU Kwok Kuen, Peter Personal 24,118,000 - 1.62%
oK & & A

FUNG Wing Cheong, Charles Personal 1,122,000 5,000,000 0.41%
HFHN%Z & A

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

Bt - Note:

BEBZRORBRETETAZIHBERG #1953
HE - FLETZBRALTETAZIHBRD 52
EAFARNZIERET BT TEEZIERE
BERAEMBIIRE=T=8 -

B L EESN R TRFERNA=TH
ARBEERTRERBEEARAH
HiARAE (E& 8 EHF B EDIFEXVED)
MRkt - FERER L R B RE A AR
BERBZGIE="ARE T _GRATHFN
BERMAEsRESETAANE AR
FIMBE P 2 (R SOR R © WM - B L
MBI - KRB EAERME R T RE
E-TTRFNA=ZTHIENEAABER
TEMEZH  SARRNEEFHAREZELRB
ERMTN\RZFRABBALRRRHE
fo X Bz Bk EREME:D -
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Interests in the shares and underlying shares of equity derivatives were long
position. Unlisted underlying shares are share options granted to the directors
pursuant to the share option scheme of the Company and details of which are set
out on page 33.

Save as disclosed above, as at June 30, 2006, none of the directors and
chief executive of the Company had or was deemed to have any interests
or short position in the shares, underlying shares or debentures of the
Company or its associated corporations (within the meaning of Part XV of
the SFO), as recorded in the register required to be kept under section
352 of the SFO; or as notified to the Company and the Stock Exchange
pursuant to the Model Code. Furthermore, save as disclosed above, at no
time during the six months ended June 30, 2006 was the Company or any
of its subsidiaries a party to any arrangements to enable the directors of
the Company or any of their spouses or children under the age of 18 to
acquire benefits by means of the acquisition of shares in or debentures of
the Company or any other body corporate.
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Substantial Shareholders

As at June 30, 2006, the following persons, other than directors and chief
executive of the Company, having interests or short positions of 5 percent
or more in the Company’s shares or underlying shares were recorded in
the register kept by the Company pursuant to section 336 of the SFO:

HrRHOK mES

HERGEAH BDEHN

Aggregate Approximate

long position aggregate

215 BT 5t in shares and percentage
Name Note underlying shares of interests
Aberdeen Asset Management Plc and its associates 1 219,420,018 14.72%
Harris Associates L.P. 2 209,719,800 14.07%
Matthews International Capital Management, L.L.C. 3 134,937,000 9.05%
JPMorgan Chase & Co. 4 116,072,582 7.79%
State Street Corporation 5 94,708,792 6.36%
Emerging Markets Management, L.L.C. 6 74,692,000 5.01%

1. Aberdeen Asset Management Plc & H £
ANEEEESOHRE_E—ThEE+
BT+ \RRG -

i Aberdeen Asset Management Plc &z H %
HMa2EaM B AR (5[ Aberdeent® B )
K& AberdeenS B I EEN KRS HE T3
it

MEBLAREH
Name of subsidiary

Notes:

1. Aberdeen Asset Management Plc and its associates held 219,420,018
shares in the capacity of Investment Manager.

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

BREROEH
Aggregate long position in shares

Aberdeen Asset Management Asia Limited
Aberdeen Asset Management Inc

Aberdeen Asset Management Limited
Aberdeen Asset Managers Limited

Aberdeen Fund Management Limited
Aberdeen International Fund Managers Limited
Aberdeen Unit Trust Managers Limited
Edinburgh Fund Management Limited

2. Harris Associates L.P. AR & & I8 5 1H 7 A
—RBgEAELET—BAT N \EBRESG -

3. Matthews International Capital Management,
LLCUARELES DA - E=TOA
NT+=BLFREH -

4. JPMorgan Chase & Co.fiEa —fE—T
NETEtE-_FTRENTZBERHZHH
HABEE-—EETHNTRAE=EAA
—FTtE=TAEBRAFTABEAL+=KA
REKEBRANTFEtEATEBEZFTNAE
NTARABEBREARE 2 AT #EHH
B e

-2 F NFE 7 OB B &

219,420,018
1,764,000
1,460,000

48,779,816
27,724,808
113,398,000
39,107,816
14,000,000

2. Harris Associates L.P. held 209,719,800 shares in the capacity of Investment
Manager.

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

4. The capacities of JPMorgan Chase & Co. in holding the 116,072,582 shares
were, as to 1,004,000 shares as Beneficial Owner, as to 17,395,693 shares
as Investment Manager and as to 97,672,889 shares in the Lending Pool as
Custodian Corporation.
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Details of the breakdown of the 116,072,582 shares interested by JPMorgan
Chase & Co. were as follows:

BRI
mER
BAERN
HRERDEH Approximate
Aggregate aggregate
2% i3 long position percentage
Name Note in shares of interests
JPMorgan Chase Bank, N.A. 98,676,889 6.62%
JPMorgan Asset Management Holdings Inc. 17,395,693 1.17%

Kt

JPMorgan Chase Bank, N.A.Jj
JPMorgan Chase & Co.Z 2 & /&
AR BEEATNBASATEESRT
NBENTABREKRG  Edh8HE :

() AFLtAEARTEE-TNENT
NEEZRED R

(b) FJ.P. Morgan Chase International
Holdings Limited# B & 2 2 .+
NN AR #E 2 J.P. Morgan
Securities LimitedfTi¥ B2 —H
BN TRERIEER 2R o
J.P. Morgan Chase International
Holdings Limitedf & J3 & J.P.
Morgan Chase (UK) Holdings
Limited }2J.P. Morgan Capital
Holdings Limited2 &% H& ° J.P.
Morgan International Finance
Limited#% & J.P. Morgan Capital
Holdings Limited & 5 2 ++ =24
Tt ERER WD RIKT R
Bank One International Holdings
Corporation * J.P. Morgan
International Inc. 2 JPMorgan
Chase Bank, N.A.Z 2 & [ B
NI

JPMorgan Asset Management Holdings
Inc.J5JPMorgan Chase & Co.Z & &
MELAR  B#FE-TEtE=TLE
EFRBA=KED  EhBE:

(a) HJPMorgan Asset Management
Holdings Inc.Z 2 &M B A 7]
JPMorgan Asset Management
(Asia) Inc.FiEBZ —F+tEBE =
TAREANTRRMD 2R - IE
##&mB 5 ¢ (aa) AHJPMorgan
Asset Management (Asia) Inc.
2 & %A 2 JF International
Management Inc. B H
W—B=THETRERH
K (bb) JPMorgan Asset
Management (Asia) Inc.Z & &
%A 2 JF Asset Management
LimitedEEFHBEHN —TRAZ
—BRESD R

Notes:

The holding of 98,676,889 shares by JPMorgan Chase Bank, N.A.,
which was a wholly-owned subsidiary of JPMorgan Chase & Co.,
included:

(a)

direct interests in 97,672,889 shares; and

deemed interests in 1,004,000 shares held by its subsidiary, J.P.
Morgan Securities Limited, in which J.P. Morgan Chase
International Holdings Limited held 98.95 percent controlling
interests. J.P. Morgan Chase International Holdings Limited was
a subsidiary wholly-owned in turn by J.P. Morgan Chase (UK)
Holdings Limited and J.P. Morgan Capital Holdings Limited
respectively. J.P. Morgan International Finance Limited, a
company held 72.72 percent controlling interests of J.P. Morgan
Capital Holdings Limited, was a subsidiary wholly-owned in turn
by Bank One International Holdings Corporation, J.P. Morgan
International Inc. and JPMorgan Chase Bank, N.A. respectively.

The holding of 17,395,693 shares by JPMorgan Asset Management
Holdings Inc., which was a wholly-owned subsidiary of JPMorgan
Chase & Co., included:

(a)

deemed interests in 17,366,000 shares held by JPMorgan Asset
Management (Asia) Inc., which was a wholly-owned subsidiary
of JPMorgan Asset Management Holdings Inc.. Of the
17,366,000 shares, (aa) 1,346,000 shares were directly held by
JF International Management Inc., which was wholly-owned by
JP Morgan Asset Management (Asia) Inc.; and (bb) 16,020,000
shares were directly held by JF Asset Management Limited,
which was wholly-owned by JPMorgan Asset Management (Asia)
Inc.; and
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(b) .22 &EWE R FJ.P. Morgan
Investment Management Inc.f
ER_gATREAT=ZKREK

1/\ °

5.  State Street Corporationi 18 AHAHL 2 &
B |8 72 & State Street Bank & Trust Company
FRAENONTEHEECTEZENTEE AT
TR 2R o BRMESEE H M
BEZEAHELZRG -

6. Emerging Markets Management, L.L.C.IA

BERBEHEELTREATAEST
AR ©

BEREEHN

KAFBER-EE-F— A=+ HEH
BRETE BESHREEEAEEE
HEMAEEMERMMBETAERAL -
REA - AR R &R R ZEREE R
HERE MEARSCEEZBEBREZHE

GIORDANO INTERNATIONAL LIMITED

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

5. State Street Corporation had a deemed interest in respect of 94,708,792
shares held by its wholly-owned subsidiary, State Street Bank & Trust
Company. Its capacity in holding these shares, which were in the Lending
Pool, was as Controlled Corporation.

6. Emerging Markets Management, L.L.C. held 74,692,000 shares in the
capacity of Investment Manager.

Share Option Information

The Company adopted its Share Option Scheme on January 24, 2002 to
provide incentives or rewards to the selected eligible persons for their
contribution or potential contribution to the Group. During the period, no
share option was granted pursuant to the Share Option Scheme and
movements in the number of share options previously granted are set out

BEHInT below:
BREZA
Number of share options

RZBEARE RER

RER
REAR  EE/EX RZZERE

-A-H i £ Canceled ~A=tH
i Granted Exercised Lapsed 2% BROEE
FERAL Balance as at during during during Balance as at Exercise price Rt A TS
Eligible person January 1, 2006 the period the period the period June 30, 2006 per share  Date of grant Exercisable period
Er o (A/A/%) (F/H /%)
HK$  (MM/DD/YYYY) (MM/DD/YYYY)
Ez
Director
BXE 1,666,000 - - - 1,666,000 4.650 04/08/2002  04/08/2003 - 04/07/2012
FUNG Wing Cheong, Charles 1,666,000 - - - 1,666,000 4.650 04/08/2002  04/08/2004 - 04/07/2012
1,668,000 - - - 1,668,000 4.650 04/08/2002  04/08/2005 - 04/07/2012
5,000,000 - - - 5,000,000
FAZ 1,666,000 - - - 1,666,000 4.650 04/08/2002  04/08/2003 - 04/07/2012
MAH Chuck On, Bernard 1,666,000 - - - 1,666,000 4.650 04/08/2002  04/08/2004 - 04/07/2012
1,668,000 - - - 1,668,000 4.650 04/08/2002  04/08/2005 - 04/07/2012
5,000,000 - - - 5,000,000

-2 F NFE 7 OB B &
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BREXRE
Number of share options
RER
RZBEX%E REA RER HE/ XM RZBERE
-A-H il it Canceled/ ~AAZ+A
&8 Granted Exercised Lapsed & BROEE
FEBAL Balance as at during during during  Balanceasat Exercise price RS kid:
Eligible person January 1, 2006 the period the period the period  June 30, 2006 per share  Date of grant Exercisable period
BT (A/8/%) (A/8 /%)
HK$  (MM/DD/YYYY) (MM/DD/YYYY)
EEANEE 2,164,000 - - 104,000 2,060,000 4.650 04/08/2002  04/08/2003 - 04/07/2012
Continuous contract 2,382,000 - - 104,000 2,278,000 4.650 04/08/2002  04/08/2004 - 04/07/2012
employees 2,656,000 - - 120,000 2,536,000 4.650 04/08/2002  04/08/2005 - 04/07/2012
666,000 - - 666,000 2.795 02/05/2003  02/05/2004 - 02/04/2013
832,000 - - - 832,000 2.795 02/05/2003  02/05/2005 - 02/04/2013
836,000 - - - 836,000 2.795 02/05/2003  02/05/2006 - 02/04/2013
200,000 - 200,000 - - 2.200 05/02/2003  05/02/2006 - 05/01/2013
568,000 - 58,000 28,000 482,000 2.650 06/10/2003  06/10/2004 - 06/09/2013
778,000 - 82,000 30,000 666,000 2.650 06/10/2003  06/10/2005 - 06/09/2013
2,060,000 - 248,000 144,000 1,668,000 2.650 06/10/2003  06/10/2006 - 06/09/2013
84,000 - - - 84,000 2.785 08/20/2003  08/20/2004 - 08/19/2013
8,000 - 2,000 2,000 4,000 2.785 08/20/2003  08/20/2005 - 08/19/2013
8,000 - - 2,000 6,000 2.785 08/20/2003  08/20/2006 - 08/19/2013
38,000 - 16,000 - 22,000 3.300 09/19/2003  09/19/2004 - 09/18/2013
80,000 - 26,000 - 54,000 3.300 09/19/2003  09/19/2005 - 09/18/2013
96,000 - - 18,000 78,000 3.300 09/19/2003  09/19/2006 - 09/18/2013
132,000 - - - 132,000 4.150 01/27/2004  01/27/2005 - 01/26/2014
198,000 - - - 198,000 4.150 01/27/2004  01/27/2006 - 01/26/2014
204,000 - - - 204,000 4.150 01/27/2004  01/27/2007 - 01/26/2014
1,082,000 - - - 1,082,000 4.500 06/16/2004  06/16/2005 - 06/15/2014
1,272,000 - - - 1,272,000 4.500 06/16/2004  06/16/2006 - 06/15/2014
1,280,000 - - - 1,280,000 4.500 06/16/2004  06/16/2007 - 06/15/2014
10,000 - - - 10,000 4.850 07/07/2004  07/07/2005 - 07/06/2014
10,000 - - - 10,000 4.850 07/07/2004  07/07/2006 - 07/06/2014
10,000 - - - 10,000 4.850 07/07/2004  07/07/2007 - 07/06/2014
28,000 - - - 28,000 4.235 08/17/2004  08/17/2005 - 08/16/2014
34,000 - - - 34,000 4.235 08/17/2004  08/17/2006 - 08/16/2014
1,000,000 - - - 1,000,000 4.305 09/30/2004  09/30/2004 - 09/29/2014
434,000 - - 52,000 382,000 4875 12/30/2004  12/30/2004 - 12/29/2014
19,150,000 - 632,000 604,000 17,914,000
it 1,780,000 - - 80,000 1,700,000 4.150 01/27/2004  01/27/2005 - 01/26/2014
Others 2,060,000 - - 160,000 1,900,000 4.975 12/29/2004  12/29/2004 - 12/28/2014
3,840,000 - - 240,000 3,600,000
A
Total 32,990,000 - 632,000 844,000 31,514,000
34 Interim Report 2006



E #F R B B B R 2 F

1. BEEAHRBCTRZBRENRERTE
BRTZ mgFakhmEREENTE
el -

3. RHEA AXFERDERE  MHBA
FHABREERBONAFE AR F
BREAIHEHNBREZ ATERMU
BA5 e ST AT ERAME - LA

A—LEZE - MTEE - BREFH ™
B AHEREZRERERRANESE - %
IR R AT B AT (4 0 MR IR B B AT A
BEHEBZz2ARESEHREZAFE - It
v EMABRTETHEEZBRREIE -
a%ﬁ%%a&%°&ﬂ$ﬁ?“@ﬁﬁ

HIREMEES e HEREZAFEEKX
BEAYE -
TEER
TEERERTAZEST
“ %%°ﬁ$&%%ﬁé:$;£$$¢&m$lJ
Big o ARER_ZEENFREBAFRE

J:L@T%%'J/%E%%%WT$ AR fE
(BREE(BRIFERETLKEN B
EZSRBEFHZECER) RIB=F
BESE—XR: (BR2AEFELRETNN
Ex(REFREFALEN)  ARHEE
RERARRBITZT-RBERAE L
(IMBEAREZR) XN - RRREF
AREL(INBEMESE AR HRRER
R(i)yR 2B AR RRARE EAEBAREER
(MIEFRABER) BEREMERERNOE
=

RAATEEWEERTEERBET - DE
jx:figf/\i/\ﬂ ‘T‘Eljt/\flﬂﬁq Z’K
REIKBEBTHEREEHARSHERA
AIEAF EMRAMEET O [EEEAER
SRV BRGVAR — AETERE RITIRAE
CEA (SFANMEXEA2118) - B(NVERE R/
REFRKEFEHESE (SFAEXSE
A.4.218) G o

GIORDANO INTERNATIONAL LIMITED

Notes:

1. The weighted average closing price of the shares immediately before the
date on which the options were exercised by the Continuous Contract
Employees was HK$4.04.

2. The market value per share as at June 30, 2006 was HK$3.675.

3. Asno share option was granted by the Company during the period, thus the
estimation of fair value of share options granted was not applicable. For
share options granted under share option scheme of the Company, the fair
value of the options shall be estimated by applying the Black-Scholes option
pricing model, taking into account a number of factors such as the exercise
price, the life of the option, the market price and volatility of the underlying
shares, and the risk-free interest rate for the expected life of the option. The
Model is developed to estimate the fair value of publicly traded options that
have no vesting restrictions and are fully transferable. In addition, it requires
input of highly subjective assumptions, including the expected stock price
volatility. Any changes in the subjective input assumptions may materially
affect the estimation of the fair value of an option.

CORPORATE GOVERNANCE

Compliance with the Code on Corporate Governance Practices

Subsequent to the publication of the Corporate Governance Report in the
2005 annual report, a special resolution was passed at the 2006 annual
general meeting of the Company to amend the Company’s Bye-Laws to
the effect that: (i) every Director, other than the Chairman and the
Managing Director but including those appointed for a specific term, shall
be subject to retirement by rotation at least once every three years;
(i) any new Directors (other than the Chairman and the Managing
Director) appointed by the Board shall be subject to re-election by
shareholders at the next following general meeting of the Company (in the
case of filling a casual vacancy) or at the next following annual general
meeting of the Company (in the case of an addition to their number) after
their appointments; and (iii) the Company may by ordinary resolution
instead of special resolution at a general meeting remove any Director
before his period of office has expired.

None of the directors of the Company is aware of any information that would
reasonably indicate that the Company is not, or was not during the six
months ended June 30, 2006 in compliance with the Code on Corporate
Governance Practices as set out in Appendix 14 of the Rules Governing
The Listing of Securities on The Stock Exchange of Hong Kong Limited,
except that (i) the roles of the Chairman and Chief Executive are vested in
the same person (Code Provision A.2.1); and (ii) the Chairman and/or
Managing Director is not subject to retirement (Code Provision A.4.2).
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GIORDANO INTERNATIONAL LIMITED

Review of Accounts

The Audit Committee has discussed with Management internal controls
and financial reporting matters related to the preparation of the unaudited
condensed financial statements for the six months ended June 30, 2006.
It has also reviewed the said financial statements in conjunction with the
Company'’s external auditors.

Model Code of Securities Transactions by Directors

The Company has adopted its code of conduct regarding securities
transactions by directors on terms no less exacting than the required
standard set out in the Model Code. Following a specific enquiry, each of
the Directors confirmed that he has complied with the code of conduct for
transactions in the Company’s securities during the period.

Purchase, Sale or Redemption of the Company’s Listed Securities

The Company has not redeemed any of its shares during the six months
ended June 30, 2006. Neither the Company nor any of its subsidiaries has
purchased or sold any of the Company’s shares during the period.

Board of Directors

As at the date of this report, the Board comprises four Independent Non-
executive Directors, namely, Mr. AU Man Chu, Milton, Mr. Barry John
BUTTIFANT, Mr. KWONG Ki Chi and Dr. LEE Peng Fei, Allen; and three
Executive Directors, namely, Mr. LAU Kwok Kuen, Peter, Mr. FUNG Wing
Cheong, Charles and Mr. MAH Chuck On, Bernard.

On behalf of the Board
LAU KWOK KUEN, PETER
Chairman

Hong Kong, August 24, 2006
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