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GIORDANO INTERNATIONAL LIMITED

NOTES TO THE CONDENSED FINANCIAL STATEMENTS

1.

Principal accounting policies

These unaudited consolidated condensed interim financial statements
are prepared in accordance with Hong Kong Statement of Standard
Accounting Practice (“SSAP”) 25, Interim financial reporting, issued
by the Hong Kong Society of Accountants (“HKSA”).

These condensed interim financial statements should be read in
conjunction with the 2002 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, 2002 except that the Group has changed
its accounting policy following its adoption of the SSAP 12 “Income
Tax” (revised) issued by the HKSA which is effective for accounting
periods commencing on or after January 1, 2003.

The significant change in the Group’s accounting policy resulting
from the adoption of this revised SSAP 12 is set out below:

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 investments in subsidiaries and associates, 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.
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GIORDANO INTERNATIONAL LIMITED

Principal accounting policies (continued)

As detailed in the condensed consolidated statement of changes in
equity, opening balance of equity at January 1, 2002 and 2003
reduced by HK$60 million and HK$74 million respectively, which
represent the unprovided net deferred tax liabilities. 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 six months ended
June 30, 2002 and the equity at that date have been reduced by
HK$9 million and HK$70 million respectively.

Turnover and segment information

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

(EX7 &R)
(Restated)
BZ~ A=1+HL<AA
Six months ended June 30
2003 2002

mERR 42
BESE Operating EE Operating
(EE GETT BEM)  (In HK$ millions) Turnover profit Turnover profit
ZERDEED Retail and Distribution $1,452 $64 $1,656 $170
BRE Manufacturing 301 26 392 39
Hfth % 7% Other operation - 2 - 4
o D EEEE Less: Inter-segment sales (226) - (288) -
$1,527 $92 $1,760 $213

The geographical segments of the Group’s turnover is as follows:

BEAA=1tHLEAEA
Six months ended June 30

(KB EETT BEN) (In HK$ millions) 2003 2002
ClET NS Mainland China $ 365 $ 410
BB Hong Kong 316 405
=9 Taiwan 281 359
g Singapore 155 177
i Korea 92 108
SN Japan 70 89
Hhi @ Other territories 248 212

$1,527 $1,760
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GIORDANO INTERNATIONAL LIMITED

Operating profit

The operating profit is stated after charging:

BEAA=1tHLEAEA
Six months ended June 30

(UEEEBTREN) (In HK$ millions) 2003 2002
EEETEENE Depreciation of owned fixed assets $51 $56
MEMEL Depreciation of fixed assets held

BEEENE under finance leases

HEBRTEEZFBR

Net loss on disposal of fixed assets

4., BMEEH Finance expense
BEANB=THILAER
Six months ended June 30
(KEETRTRE ) (In HK$ millions) 2003 2002
BMEHEZHE Interest element of finance leases $2 $2
RITERF B Interest on bank loans - 1
$2 $3
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GIORDANO INTERNATIONAL LIMITED

Taxation

Hong Kong profits tax is calculated at the rate of 17.5 percent
(2002: 16.0 percent) on the estimated assessable profits for the six
months ended June 30, 2003. In 2003, the government enacted a
change in the profits tax rate from 16.0 percent to 17.5 percent for
the fiscal year 2003/2004. Overseas taxation is calculated at the
rates applicable in the respective jurisdictions.

(B
(Restated)
BERA=THLXEAR
Six months ended June 30

(LB 8T REN) (In HK$ millions) 2003 2002
FgBiE Income tax:
RAIRMB A Company and subsidiaries:
KEFE S fﬂlﬁ Current income tax
BEFEH Hong Kong profits tax $6 $9
BN IR Overseas taxation 16 21
22 30
/NG Associated companies:
BN IR Overseas taxation 6 14
28 44
BEBEEGET R/ () Under/(over) provision in
previous period:
BEFEH Hong Kong profits tax (1) -
BN IR Overseas taxation 2 1
29 45
FHBE Withholding tax:
AEE AN E Current withholding tax 3 3
EERE-AREEHERE Y Deferred tax - relating to the

D74 K # [l

origination and

reversal of

temporary

differences 4 9

$36 $57
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GIORDANO INTERNATIONAL LIMITED

Dividends

(a) Dividends attributable to the interim period:

BEAA=1tHLEAEA
Six months ended June 30
(In HK$ millions) 2003 2002

? /R—? 7—¢q:%qﬂ
BRER T
(—7 = _¢ lHy\/% %m%ﬁﬁm—l)

BRE-ZZ=FXHFHEL
BREE =1
(Z2Z2 % §)

e B A S 3R A A B R E A TS R
ZEMBEEFRR  BHERABE
ZET=F+A=+-HILEFEER
T R e

(b) BRE—FE URFAHNBERX
DL

(LB BETBEML)

(b)

Proposed 2003 interim
dividend of 1.5 HK cents
(2002: 4.5 HK cents) $22 $65
per share

Proposed 2003 special interim
dividend of 3.0 HK cents

per share (2002: Nil) 43 -

$65 $65

These proposed dividends are not reflected as dividends payable
in these condensed interim financial statements, but will be
reflected as an appropriation of retained profits for the year
ending December 31, 2003.

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

BEAA=1THLEAEA
Six months ended June 30
(In HK$ millions) 2003 2002

/)K%FE—Y = _gﬂiﬁﬁﬂ
BROBR DA
—F BRBEMDETI)

(—77

/)K?FE— == —$¢TEUH
BRAEB—A
—F  BRBERW)

(—77

2002 final dividend, paid,
of 4.5 HK cents
(2001: 4.5 HK cents)
per share $ 65 $ 65

2002 special dividend, paid,
of 10.0 HK cents
(2001: 5.0 HK cents)
per share 144 72

$209 $137

1
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GIORDANO INTERNATIONAL LIMITED

Earnings per share

The calculation of basic and diluted earnings per share are based
on the unaudited consolidated profit attributable to shareholders for
the period of HK$63 million (2002: HK$185 million, as restated).

The basic earnings per share is based on the weighted average of
1,440,670,002 shares (2002: 1,437,266,456 shares) in issue during
the six months ended June 30, 20083.

The diluted earnings per share is based on 1,440,670,002 shares
(2002: 1,437,266,456 shares) which is the weighted average number
of shares in issue during the six months ended June 30, 2003 plus
the weighted average of 2,889,287 shares (2002: 16,832,913 shares)
deemed to be issued if all outstanding share options granted under
the share option scheme of the Company had been exercised.

BEEE Fixed assets

AA=+H +T-A=1+—8

June 30 December 31

(LB B ST BEN) (In HK$ millions) 2003 2002
2 REFE Opening net book value $623 $665
BhEEH Translation difference 4 6
NE Additions 19 80
& Disposals (3) (15)
nE Depreciation (53) (113)
HRZEREFE Closing net book value $590 $623
FE W BR FX Trade receivables

BREREARHEN  AREELER
ATHRTEESEPFHATHERY -

NTREREZER Rk

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:

AA=ZtH +ZA=+—H

June 30 December 31

(B GETT BEMN) (In HK$ millions) 2003 2002
T =+H 0 - 30 days $ 81 $ 97
=t—ExtH 31 - 60 days 12 32
ANT—ZEATH 61 - 90 days 5 3
Bht+H Over 90 days 8 4
&t Total $106 $136
Interim Report 2003



GIORDANO INTERNATIONAL LIMITED

10. A& 10. Share capital
M 2B EBER
(BRR17E B4 - (In HK$ millions, Number Ordinary
LEMEE LA E) except number of shares) of shares shares
—ET=%—-H—H Opening balance
2 B e at January 1, 2003 1,440,344,518 $72
AT AR Em Issue of shares pursuant to
BITRHD exercise of share options 384,000 -
—EE=FXA=1+H Closing balance at
2R & June 30, 2003 1,440,728,518 $72
11. REPAE 11. Long-term liabilities

AEBR-_TE=FA=THZRHEH
BENREMNERYR  MABEEFEN
T

Included in the Group’s long-term liabilities at June 30, 2003 is a
finance lease, which is repayable as follows:

AA=ZtH +ZA=+—H

June 30 December 31
(LB 8T REN) (In HK$ millions) 2003 2002
—FR Within one year $4 $4
EZFR In the second year 3 5
7 9

B REEE Less: Current portion of

Z e o long-term liabilities (4) (4)

$3 $5

12. BNERX
NTRENESER Kk

12. Trade Payables

The ageing analysis of trade creditors is as follows:

XA=tB ft-A=t-H

June 30 December 31

(KB EETT BEN) (In HK$ millions) 2003 2002
EEx=+H 0 - 30 days $110 $157
=t—EX+H 31 - 60 days 18 29
ANt—ZATH 61 - 90 days 14 13
Bmht+H Over 90 days 16 10
=L Total $158 $209
=2 8 - 5 h 8 % % 13
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GIORDANO INTERNATIONAL LIMITED

13. Deferred taxation

Deferred taxation is calculated in full on temporary differences under
the liability method using a principal taxation rate of 17.5% (2002:
16.0%).

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

(B8R

(Restated)

AB=+tR +ZA=+—48
June 30 December 31

(LB 8T REN) (In HK$ millions) 2003 2002
ELBEAE Deferred tax liabilities
H ¥ 4 84 Opening balance $79 $64
REREERPI X Charged to profit and loss account 4 17
RE=EF I X Charged to equity 2 -
BEBEBMHIEZ Reversal of temporary difference

REMHEE on withholding tax 2) )
HR 485 Closing balance $83 $79
ELEBEEE Deferred tax assets
H ¥ 4 84 Opening balance $10 $12
REZRPIZ Charged to profit and loss account - (1)
REEF I X Charged to equity - (1)
HR 485 Closing balance $10 $10

MERPIEHBERBABS EHEK
F—HB AR 2R ERINE L RRET S
B2 BE -

HEATEMNGFAT - RETARERY LA
—HBREE - BERAEENRELHA
BEEREE  TIEBRAFAEELRH
& NERREEEABRAIE -

The deferred taxation charged to equity during the period is
comprised of the tax on the unrealized exchange gain of a long term
loan to a subsidiary company.

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 condensed consolidated balance sheet.
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14.

GIORDANO INTERNATIONAL LIMITED

ERERE (E) 13. Deferred taxation (continued)
(EFH R
(Restated)
AA=+H +T-A=1+—8H
June 30 December 31
(LB BET BEN) (In HK$ millions) 2003 2002
EETIEEE Deferred tax assets $(10) $(10)
EERIEAE Deferred tax liabilities 83 79
$ 73 $69
EEBEAEERER The amounts shown in the
P8R 2 & 58 condensed consolidated
B balance sheet include
the following:
BiE+ =@ A% E Deferred tax assets to be
ZIRFET IR recovered after more than
BE 12 months $(10) $(10)
BeT-@A%KERSR Deferred tax liabilities to be
ZIRFET IR settled after more than
BE 12 months $83 $79
BHeRBeEEEEIN 14. Analysis of balances of cash and cash equivalents
AA=1H
June 30
(LB B ST BEN) (In HK$ millions) 2003 2002
Be RRTER Cash and bank balances $596 $598
B ERER=ZMAMNUE Less: Bank deposits with maturity
A 28R 1T over three months
EHER from date of deposits (6) 3)
590 595
RITER Bank loans 56 56
B BEBAERHAR Less: Bank loans repayable
=EANREZ over three months
RITEHX from date of advance - (14)
56 42
FReKEEFE Net cash and cash equivalents $534 $553
2 = FE 4 B B 5 15
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16.

GIORDANO INTERNATIONAL LIMITED

Total assets less current liabilities and net current assets

The Group’s total assets less current liabilities amounted to
HK$1,804 million and HK$1,939 million (restated) at June 30, 2003
and December 31, 2002 respectively. The Group’s net current assets,
defined as current assets less current liabilities, amounted to
HK$755 million and HK$861 million (restated) at June 30, 2003 and
December 31, 2002 respectively.

Commitments
(a) Commitments under operating leases

At June 30, 2003, the Group had future aggregate minimum
commitments under operating leases in respect of retail
shops, office premises, factories and warehouses as set out
below:

Operating leases which expire:

AA=ZtH +ZA=+—H

June 30 December 31

(LB BE T BEN) (In HK$ millions) 2003 2002

—FNR Within one year $380 $396
—FREAFA After one year but within

five years 495 543

HFEE Over five years 13 22

$888 $961

(b) SNEEH
RZZZ=FA=1+H KEBT

(b) Foreign currency contracts

The Group did not have any outstanding foreign exchange

BAROEZZRBINEAH(ZEEZ contracts with banks at June 30, 2003 (December 31, 2002:
F+-_A=+—H:A¥—THAEB HK$15 million).
JT) e
HREE 17. Contingent liabilities
RZEZE=FA=1TH  A£EEUT At June 30, 2003, the Group had contingent liabilities not included
TEAFEEHNBEREAZAAREE in the financial statements in respect of the following:
AB=+B +Z-A=+—8H
June 30 December 31
(LB 8T REN) (In HK$ millions) 2003 2002
REHERKEES Bank guarantees in lieu of
ZIRITHER rental and utility deposits $12 $12
BERLHIRERRE Guarantee notes issued 34 35
$46 $47
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