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Financial Highlights —

Half Year Ended 30th June, 2008
MEHME -8 _FENEANAZTHIEREE

e Turnover amounted to HK$1,697.0 million, representing 19.5% increase
= REAIENN19.5% £ 1,697,000,0007% 7T

e Profit for the period surged by 41.9% to HK$606.3 million
B M3E 1041.9% £606,300,0008 7T

e FEarnings per share increased 40.9% to HK cents 35.5
A& FHE 1140.9% £ 35.58 1l

¢ Interim dividend of HK cents 12.0 per share

R HEAR B =A% 12.078 1L
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Financial Results
RE S

The Board of Directors (the “Board”) of Lifestyle International Holdings Limited
(the “Company”) is pleased to announce the unaudited consolidated results
for the six months ended 30th June, 2008 of the Company and its subsidiaries

FREREEERAR((ARTNEER(EE
BDRAES - ARFREHER DGR A%

(collectively, the “Group”), together with comparative figures for the previous

period, as follows:

Condensed Consolidated Income Statement

For the six months ended 30th June, 2008

J)%j(:l:—v ENERNAZTHIEANERAZRE
BEREEE  ER L —EHEZERETH

—|:_

BEAG S W IER

BE-TZENEFENA=1THIENEA

Six months
ended 30th June,
BEXA=1THLKEAR

2008 2007
—EBITN\EFE —TTLF
NOTES HK$’000 HK$’000
k=3 FHET FAT
(Unaudited) (Unaudited)
(RIEER) (REEEZ)
(Restated)
(&%)
Turnover BER 3 1,696,982 1,419,562
Cost of sales SHE R AR 4 (744,751) (634,382)
Gross profit EA 952,231 785,180
Other operating income Ehgegug A 33,446 36,987
Selling and distribution costs SHE R HAA (312,996) (301,445)
Administrative expenses THRAX (111,339) (58,911)
Investment income TEWA 5 81,196 76,093
Fair value changes on investment properties WEMENTEE 173,746 -
Share of profit of a jointly controlled entity FEAE— R RIEH B S EF 5,008 3,408
Share of profits of associates PRGBS N RS T 133 -
Finance costs REE AN 6 (44,780) (38,740)
Profit before taxation PR AT & A 7 776,645 502,572
Taxation | (153,870) (59,829)
Profit for the period AHEBER T 622,775 442,743
Attributable to: JE1GER S -
Equity holders of the Company /NG 606,253 427,115
Minority interests DHIR RS 16,522 15,628
622,775 442,743
Dividends %2 9 230,370 178,176
Earnings per share FRAF 10
— Basic —HAK HK$0.355:& 7T HK$0.252/8 7T
— Diluted — s HK$0.35378 7T HK$0.2507% 7T
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FINANCIAL RESULTS 8175 %4

Condensed Consolidated Balance Sheet EHRG S EEBER
At 30th June, 2008 R-EENFNA=+H

30th June, 31st December,

2008 2007
—sEIE —TTLE
AA=E+A +t=ZA=+—H
NOTES HK$’000 HK$'000
MisE FET FHT
(Unaudited) (Audited)
(RIEE) (f&EZ)
Non-current assets EMENEE
Investment properties BB 11 374,139 19,620
Property, plant and equipment W - BENEE 12 3,458,153 2,727,584
Deposit paid for prepaid lease payments BN HEEREM SRS 1,128,921 1,085,016
Interests in associates BN RIRERS 13 912,156 -
Interest in a jointly controlled entity R—REREH E i8R 479,739 468,938
Deferred tax assets RIERIBE E 3,638 5611
Available-for-sale investments AREERE 14 30,065 31,918
Financial assets at fair value through BAFEFABZEY
profit or loss TRVEE 15 345,456 154,285
Club debenture SES 1,350 1,350
Loan receivables W E R 16 499,718 467,718
7,233,335 4,962,040
Current assets MBEE
Inventories 2= 63,419 60,309
Trade and other receivables FEUS AR 3 K EL At U 5K IE 17 202,893 181,470
Amount due from a jointly controlled entity FEU— R H RIEHIE 858 1,821 46,046
Financial assets at fair value through BATEE AR
profit or loss CRVEE 15 - 36,531
Held for trading investments BIEEBRE 18 75,463 -
Loan receivable R ER 16 2,000 2,000
Bank balances and cash RITHEGFRERS 2,371,355 3,598,388
2,716,951 3,924,744
Assets of disposal group classified PERFELEZ
as held for sale HEEEEE 19 - 1,547,459
2,716,951 5,472,203
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Condensed Consolidated Balance Sheet (continued)

At 30th June, 2008

ERGEBERRRW)
R-FBENFNA=+H

30th June, 31st December,
2008 2007
= 1 e —TEis
AA=+B +=ZA=+—H
NOTES HK$’000 HK$'000
MisE FET FHT
(Unaudited) (Audited)
(RIEE) (fe2'i%)
Current liabilities mBAE
Trade and other payables FERTER R AL A 5B 20 1,079,050 1,411,958
Tax payable FESIFE R 153,753 94,137
Bank borrowings — due within one year RITIEE ——F R H 460,000 406,810
1,692,803 1,912,905
Liabilities of disposal group classified as NEAFELEZ
held for sale HEEEEE 19 - 615,773
1,692,803 2,528,678
Net current assets REBEEFE 1,024,148 2,943,525
8,257,483 7,905,565
Non-current liabilities ERBEE
Bank borrowings-due after one year RITIEE — —F14 5 H 2,400,000 2,600,000
Deferred tax liabilities FERIBAE 66,970 26,883
Derivative instrument PTETA 10,086 1,002
Other payable HAb R FIE 60,000 60,000
Loan from a minority shareholder of —RKHBAR—%
a subsidiary DERR IR 2 B 18,329 -
2,555,385 2,687,885
5,702,098 5,217,680
Capital and reserves BARK
Share capital %N 21 8,533 8,525
Reserves G 5,119,256 4,648,193
Equity attributable to equity holders PN/NSI Y ey
of the Company 5,127,789 4,656,718
Minority interests DY RS 574,309 560,962
5,702,098 5,217,680
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FINANCIAL RESULTS 8175 %4

Condensed Consolidated Statement of Changes in Equity
For the six months ended 30th June, 2008

RS S R BER

Bx —ETNFNA=1HILNEA

Attributable to equity holders of the Company

KARRRELHD
Asset Share hased
Share Share  revaluation  Exchange payment  Investment Accumulated Minority
capital ~ premium reserve reserve reserve reserve profits Total interests Total
4E L3 2
KA RGBE EfEE EXRE  GREE  RERR  RHER & RREs @
HK$000  HK$000  HK$000  HK$000  HK$O00  HKS000  HK$000  HK$000  HK$000  HK$000
R R T T i AL TAL TAL TAL R
At 1st January, 2007 RZZEt5-A-H 8480 3,199,948 3,680 8812 20,600 36,103 576357 3853930 4929 3858909
Fair value changes on investments RALTEEY - - - - - 26,204 - 26,204 - 26,204
Deferred tax liabilty arising on fair value changes on THEERENTESY
available-for-sale investments EEERHERE - - - - - (4585) - (4,585) - (4,585)
Exchange differences arising on translation of BEBINFREEL
foreign operations ERZS - - - (5335) - - - (5335) 18 (5317)
Net income (expense) recognised directly in equity El = NG - - - (5335) - 21,619 - 16,284 18 16,302
Profit for the period TERERT - - - - - - A5 27115 15628 442,743
Total recognised income and expense for the period TEEEER A RR 48 - - - (5335) - 21619 427115 443399 15646 459,045
Recognition of equity-settled share based payments BARTEERAHF - - - - 6,144 - - 6,144 - 6,144
Exercise of share options b6iid ' 5 6,549 - - - - - 6,054 - 6,554
Dividend paid BRARE - (178176) - - - - - (178176) - (178176)
At 30th June, 2007 RZZEE/A=TH 848 3028321 3,680 3477 26,744 57,722 1003472 4131901 20575 4152476
Exchange differences arising on translation of BEBNERELEL
foreign operations ERZR - - - 87,518 - - - 87,518 9,054 9,572
Net income recognised directly in equity ERNERBAZMARE - - - 87518 - - - 87518 9054 96,572
Profit for the period TERERT - - - - - - 59970 59,970 11501 608471
Transfer to profit o loss on sale of available-for-sale HETHEERERERZER
investments (net of deferred tax) (MRERHE) - - - - - (B172) - (B172) - (5172)
Total recognised income and expense for the period FEECEIRARB LS - - - 87,518 - (5172) 59970 626,766 2055 647,321
Recognition of equity-settled share based payments BARREERA MR - - - - 5801 - - 581 - 581
Acquisition of subsidiaries EHERE - - - - - - - - 519832 519832
Exercise of share options risERE 40 633813 - - (15,640) - 2859 51,072 - 51,072
Dividend paid BRARE - (178912) - - - - - (178912) - (1718912)
At 31st December, 2007 REEELET-A=1-H 8525 2913222 3,680 90,9% 369% - 1603301 4656718 560962 5217,680
Exchange differences arising on translation of AEBINEBELL
foreign operations ERZR - - - 35,294 - - - 35,294 6,984 42,278
Net income recognised directly in equity ERNERBAZMARE - - - 35,294 - - - 35,29 6,984 42278
Profit for the period TERERT - - - - - - 606253 606,253 16522 622,775
Total recognised income for the period TEEEERRAEE - - - 35,294 - - 606253 641547 23506 665,053
Release upon disposal of a subsidiary HE-FHEBLTRERD - - - (1327) - - - (1,327) 88)  (2212)
Reduction on minority interest upon equity interest swap BRI SRR - - - - - - - - 9.274)  (9274)
Recognition of equity-settled share based payments BARREERA MR - - - - 5L - - 5L - 5L
Exercise of share options fripERE 8 9972 - - - - - 9980 - 9930
Dividend paid BiREfikE - (230370) - - - - - (230370) - (230370)
At 30th June, 2008 RZTENFAA=1H 8533 2692824 3680 124962 8,236 - 2209554 5127789 574309  5702,098
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Condensed Consolidated Cash Flow Statement
For the six months ended 30th June, 2008

oS-

BRGFEHSRER
TENENA=+HILAEAA

Six months ended 30th June,
BE/A=1HILKERP

2008 2007
—ZENE TR
NOTE HK$'000 HK$'000
BizE TET FET
(Unaudited) (Unaudited)
(RBEE) (RiszE)
Net cash from operating activities REEBHERETE 275,429 374,758
Net cash used in investing activities RETHARETFE
Purchase of index-linked notes AR AR (195,000) (585,750)
Purchase of equity-linked notes BARER AR - (155,950)
Purchase of available-for-sale investments BATTHNERE - (39,316)
Purchase of held for trading investments BAREEERE (172,139) (49,144)
Purchase of property, plant and equipment BAME « BERRE (233,921) (17,884)
Purchase of investment properties BAREME (1,328) -
Deposit for prepaid lease payment ?ﬁﬁﬁﬁﬁlﬁf’\ (11,497) (229,313)
Capital contribution to a jointly controlled entity A—REREHIEEEE - (182,000)
Proceeds from redemption of index-linked notes E;@Eﬁi%%@%@iﬁﬁﬁﬁ?ﬁ - 467,549
Proceeds from redemption of equity-linked notes 8 o) 8 4 2 BN R AR TS 3UIE 38,997 116,700
Proceeds on disposal of held for trading investments HEFEEEREMEHE 125,415 56,272
Interest from financial assets at fair value through BATEGT ABRZ
profit or loss TREECHE 10,063 17,747
Dividend from available-for-sale investments AHHEREZRE 1,950 112
Interest from derivative instrument PTHETREZFE 3,067 489
Acquisition of subsidiaries (net of cash and WEEHRERR - KR ERS
cash equivalents acquired) RBREZEY 24 (689,861)
Increase in loan receivables FEUE RGN (32,000) (74,668)
Other investing cash flows HiRERERE 44,430 (78)
(1,111,824) (675,234)
Net cash (used in) from financing activities BEEE (FTR)MEHEFE
Proceeds from issue of shares BITRDFTS5E 9,980 6,554
New bank borrowings raised MIERITEE 101,200 500,000
Repayments of bank borrowings BERTEE (251,200) (20,000)
Loan from a minority shareholder of a subsidiary —RMBAR—BOERR
REZER 18,329 -
Other financing cash flows HimEReRE (288,860) (217,477)
(410,551) 269,077
Net decrease in cash and cash equivalents fﬁ%&ﬁ%ﬁﬁ%ﬁﬁ?’f?%ﬁ (1,246,946) (31,399)
Effect of foreign exchange rate difference k=878 13,345 469
Cash and cash equivalents at beginning of the period BB e kR2EEY 3,604,956 2,584,087
Cash and cash equivalents at end of the period, MRS KRS EEY -
representing bank balances and cash BRTTRE KBRS 2,371,355 2553,157

NEEREEARAT
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FINANCIAL RESULTS 8175 %4

Notes to the Condensed Consolidated Financial Statements

1.

Basis of preparation

The condensed consolidated financial statements have been prepared in
accordance with the applicable disclosure requirements of Appendix 16
to the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) and the Hong Kong
Accounting Standard 34 “Interim Financial Reporting” issued by the Hong
Kong Institute of Certified Public Accountants (the “HKICPA™).

Significant accounting policies

The condensed consolidated financial statements have been prepared
on the historical cost basis except for investment properties and certain
financial instruments, which are measured at fair values.

The accounting policies used in the condensed consolidated financial
statements are consistent with those followed in the preparation of the
Group’s annual consolidated financial statements for the year ended 31st
December, 2007.

In the current interim period, the Group has applied, for the first time
some interpretations (“new Interpretations”) issued by the HKICPA, which
are effective for the Group’s financial year beginning 1st January, 2008.
The adoption of the new Interpretations has no material effect on how the
results and financial position for the current and prior accounting periods
are prepared and presented. Accordingly, no prior period adjustment is
required.

The Group has not early applied the following new and revised Hong Kong
Accounting Standards (“HKASs”) and Hong Kong Financial Reporting
Standards (“HKFRSs"”) or interpretations that have been issued but are
not yet effective.

10 LIFESTYLE INTERNATIONAL HOLDINGS LIMITED INTERIM REPORT 2008
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Notes to the Condensed Consolidated Financial Statements (continued)
2. Significant accounting policies (confinued)

HKAS 1 (Revised) Presentation of financial statements!

HKAS 23 (Revised) Borrowing costs!

HKAS 27 (Revised) Consolidated and separate financial

statements?

HKAS 32 & 1 Puttable financial instruments and
(Amendments) obligations arising on liquidation?

HKFRS 2 (Amendment) Vesting conditions and cancellations!

HKFRS 3 (Revised) Business combinations?

HKFRS 8 Operating segments?

HK(IFRIC)*—INT 13 Customer loyalty programmes?®

1 Effective for annual periods beginning on or after 1st January, 2009.

2 Effective for annual periods beginning on or after 1st July, 2009.

3 Effective for annual periods beginning on or after 1st July, 2008.

* IFRIC represents the International Financial Reporting Interpretations Committee.

The adoption of HKFRS 3 (revised) may affect the accounting for business
combination for which the acquisition date is on or after the beginning of
the first annual reporting period beginning on or after 1st July, 2009. The
adoption of HKAS 27 (revised) will affect the accounting treatment for
changes in a parent’s ownership interest in a subsidiary that do not result
in a loss of control, which will be accounted for as equity transactions. The
Directors of the Company anticipate that the application of the other new
or revised standards, amendments and interpretions will have no material
impact on the results and the financial position of the Group.
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REZEE)”

—REE13%R

1 RZETNF-A—-ARZRABZFEHHE

R e

2 RZFFAFLA— AR &R FEBE
R e
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FINANCIAL RESULTS 8175 %4

Notes to the Condensed Consolidated Financial Statements (continued) GG EMIEHRFME2)

3. Turnover and segment information 3. BEERHSBER
Turnover represents the amount received and receivable for goods sold by BEBEAESEHARAINATEFELER
the Group to outside customers, net of discounts and sales related taxes, KB U K RSB R IT 0 K S S B R R 1A
income from concessionaire sales, services income and rental income BHEBEEERA - REBBAUEES K
during the period, and is analysed as follows: A BAFT

Six months ended 30th June,
BEXNA=THLREA

2008 2007

—EEN\EF —ETLF

HK$’000 HK$'000

TFHET FET

(Restated)

(&%)

Sales of goods — direct sales EREE -EEHEE 1,011,117 861,032
Income from concessionaire sales FRr EEEE A 607,373 506,766
Rental income s AL N 39,689 23,085
Services income BRAGUTA 38,803 28,679
1,696,982 1,419,562

Minimum Guarantee Sales Commission of HK$17,322,000 (2007:
HK$17,029,000) which was previously included in other operating income
has been reclassified as Income from Concessionaire sales in Turnover.
Minimum Guarantee Sales Commission represents the shortfall between
the agreed minimum commission and the commission calculated on a
percentage of the concessionaire sales. The Directors consider that the
reclassification reflects more appropriately the nature of this income.

FRFAEE2RAZ HEREHERD
17,322,000 L (ZZZ 4 F : 17,029,000
BLEBMABEREEETRHITEEHE
WA - RIEREHEMSIEHEXERS R
BEFEREEX OOt ERERZ
BREE - EERA REENIBRREEEER
BRULIEIRA Z 1

1 2 LIFESTYLE INTERNATIONAL HOLDINGS LIMITED INTERIM REPORT 2008



Notes to the Condensed Consolidated Financial Statements (continued) GG EMIZHRFME2)

3. Turnover and segment information (continued) 3. EBEERSBERE)
Geographical segments 7
The Group’s operations are located in Hong Kong and the People’s REBEBUAETELPEAREFNE([H
Republic of China (the “PRC”). The location of the Group’s operations is ) o REEIRESAEMEEARNR S
the basis on which the Group reports its primary segment information for AR ZITE2HEE -

the current period.

For the six months ended 30th June, 2008 BE_ZZT)\EXA=+HLNXEAR

Consolidated

Hong Kong PRC total
it L o=yt
HK$’000 HK$’000 HK$'000
TET THET THET
Turnover EHERE
External sales HohE 1,422,758 274,224 1,696,982
Result ES
Segment result DEEE 477,219 84,123 561,342
Investment income FEBA 79,490 1,706 81,196
Fair value changes on BEMENTFEZE)
investment properties 173,746 173,746
Share of profit of a jointly B —RERIEH B2
controlled entity el 5,008 5,008
Share of profits of associates i lNE | 133 133
Finance costs BhE A (44,780)
Profit before taxation BrF AR A 776,645
Taxation IR (90,722) (63,148) (153,870)
Profit for the period 7 A A 622,775

MNEEREEERAE — 22\ FHHRE 1 3



FINANCIAL RESULTS 8175 %4

Notes to the Condensed Consolidated Financial Statements (continued)

3. Turnover and segment information (continued)

Geographical segments (continued)

For the six months ended 30th June, 2007

IS M B RRME )
3. EEERSBERE)
1/ 5 55 (4

HE_ZTHFRA=1THIEREA

Consolidated

Hong Kong PRC total
B H IRE MR
HK$'000 HK$'000 HK$'000
FAET FET FAT

Turnover B

External sales HOMEE 1,249,885 169,677 1,419,562
Result ES

Segment result DEELE 424,742 37,069 461,811

Investment income FEWA 75,178 915 76,093

Share of profit of a jointly JEMR—RERIEHIE B

controlled entity il 3,408 3,408

Finance costs BRE A (38,740)
Profit before taxation PR A& A 502,572
Taxation e (74,344) 14,515 (59,829)
Profit for the period ANERfEL R F) 442743

4. Cost of sales 4. HHERE
Six months ended 30th June,
#EXNA=+HILKEA
2008 2007
—EEN\EF —ETLF
HK$’000 HK$'000
FHT FHET

The costs of sales are analysed as follows: HEXRDIITHT -

Cost of goods sold EREERAR 719,699 611,612

Other cost of sales HASHER AR 25,052 22,770

744,751 634,382
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Notes to the Condensed Consolidated Financial Statements (continued)

5. Investment income

EEAER S TR R ML )
5. REKA

Six months ended 30th June,
BENA=THILKREAR

2008 2007
k-2 7| & 3 —ETHF
HK$’000 HK$'000
FHET FHET
Interest income on bank deposits ERITIF R BUA 32,392 56,727
Interest income on loan receivables FEUCEFRA B A 16,794 5
Other interest income EAFLEHA 571 24
Dividend income from A ERE 2R EBIA
available-for-sale investments 1,950 112
Impairment loss on available-for-sale AT ER A REEE
investments (1,853) -
Change in fair value of financial assets ERMEEAFEEZE
Financial assets at fair value BAVEFABZZEREE
through profit or loss (Note) (FF5E) 8,525 14,777
Held for trading investments (Note) BIEEERE (M) 28,834 7,128
Derivative instruments (Note) PTHET A(MIFE) (6,017) (2,680)
81,196 76,093

Note: Fair value changes include interest income of financial assets at fair value through
profit or loss, held for trading investments and derivative instruments.

6. Finance costs

i AFEEDEERATEGAREZ S RE
B BEERRARITETAZFBMA «

6. MEMRE

Six months ended 30th June,
#ENA=1+HLEA

2008 2007
= 1 e —TEts
HK$’000 HK$'000
T#T FHTT
Interest on: LARIER 2 F 8 -
Bank loans, overdrafts and BERAFANBHEEZRITER
other borrowings wholly repayable B REMEE
within five years 57,838 37,029
Finance leases REEA - 2
Others Eo 652 1,709
58,490 38,740
Less: Amount capitalised B BENMEEEE (13,710) -
44,780 38,740

NEEREEARAR =%

FNFHHPRE 15



FINANCIAL RESULTS 8175 %4

Notes to the Condensed Consolidated Financial Statements (continued)

7. Profit before taxation

EEAER S M ERR M)
7.  RRBLATEF

Six months ended 30th June,
BENA=THILKREAR

2008 2007
—ETN\E —ETHF
HK$’000 HK$'000
FET FET
Profit before taxation has been arrived BRELATR KB HBR TFIIEE -
at after charging:
Depreciation e 69,204 66,962
Share-based payments AR 51,241 6,144
Loss on disposal of property, plant HEWE - BEMKRESE
and equipment - 64
and after crediting: MEFATSIHEE -
Gain on disposal of property, plant HEME - BE REEKE
and equipment 69 -
8. Taxation 8. #HIE
Six months ended 30th June,
#ENA=1+HLEA
2008 2007
—EZT)N\EF —EELF
HK$’000 HK$'000
THET FiET
The charge comprises: SHBETSES -
Hong Kong Profits Tax BANEH
Current period ENHA 92,337 70,982
Underprovision in prior year BEFERETR 93 1,843
People’s Republic of China (“PRC”) REAREFMBE(HE])
Enterprise Income Tax EER 19,380 -
111,810 72,825
Deferred tax charge (credit) RIEFRIAS B (K R)
Current period ENHA 43,275 (12,996)
Attributable to change in tax rate RESB TSI BURLERIR (1,215) -
153,870 59,829

16 LIFESTYLE INTERNATIONAL HOLDINGS LIMITED INTERIM REPORT 2008



Notes to the Condensed Consolidated Financial Statements (continued)

8.

Taxation (continued)

Hong Kong Profits Tax is provided at 16.5% (six months ended 30th
June, 2007: 17.5%) of the estimated assessable profit for the period. PRC
Enterprise Income Tax is provided at 25% (six months ended 30th June,
2007: 33%) on the estimated assessable profit for the period. Tax charge
of HK$9,831,000 in respect of PRC Enterprise Income Tax on taxable
profit for the six months ended 30th June, 2007 has been absorbed by
utilising tax losses carried forward. Deferred tax credit for 2007 includes
a recognition of deferred tax asset of HK$14,515,000 for tax losses
incurred in PRC previously not recognised as deferred tax asset due to the
unpredictability of future profit streams.

At 30th June 2008, the Group has unrecognised deferred tax liability
of approximately HK$5,946,000 in relation to withholding tax on
undistributed earnings of approximately HK$59,457,000 arising during
the period from 1st January 2008 to 30th June 2008 of the subsidiary
in the PRC, which is held by a company incorporated in British Virgin
Islands. No liability has been recognised in respect of the withholding tax
because the Group is in a position to control the timing of the reversal of
the temporary differences and it is probable that such differences will not
reverse in the foreseeable future.

Dividends

During the period, a dividend of HK cents 13.50 (six months ended 30th
June, 2007: HK cents 10.50*) per share was paid to shareholders as
the final dividend for the year ended 2007 (six months ended 30th June,
2007: year ended 2006).

The Board have resolved to declare the payment of an interim dividend
of HK cents 12.0 (2007: HK cents 10.50%) in cash per share for the six
months ended 30th June, 2008, which will be paid on 12th September,
2008 to shareholders whose names appear on the Register of Members of
the Company on 5th September, 2008.

(Note:* The dividends per share were adjusted for the effect of subdivision of share capital

(one into two) completed in September 2007)

EEAER S MR R M )

8.

BIE(Z)
BERENEBRAEE 2 (A R & MR
165%(BE_TZTEF A=+ HIEAME
A 17.5%) ERIEHBE - RBEICEMS
TR AN B 2 (5t FE AR B s AR 25% (Bl &2
ZZETEFRNA=THENER - 33%)F
EIEHEE - RBE_TT+FA=1H
LERME R 2 ERBUE AT E 2 P BB EAE
FHFRIB X 19,831,000 L E B BB B4
BIBEEEE - —TTLF 2R Lmlﬁﬁﬁ%
BRI B EE 2 HIAEIE 2 RLER A
% 14,515,000 7T - %2%@&35&%75@5
185 7 SRR 2 LATER M W (B R RIEIE R I
BE o

REZZBENFRA=ZTA - REEFHRTEH
H—RNEBHERR Ei%?ﬂﬁﬁiiz/‘ﬂﬁ
BZHMBRARANR-_ZENF-—H—BZE
ZENFRA=ZTEHBEZAS @E%ﬂ%’ﬂ
59,457,000/ 7T 2 Fa 7% - B ARMERIELES
T8 8 (545,946,000 7T ° AR A EE A%
HEEEREE KE - BZSEEAEH
TERARFARRER - B EATENRER
BfE-

45

R - ARFE mRRIRS RS &&13.50
BL(BEZZETEFAAA=ZTHIEAE
A 1050 #) - EREE_TTLF
FFEEEZETEFAAA=ZTALEARE
A I HBEZTTRFIEFE)ZRARE -

EERCHAAEMREBRE_ZETNFRA
=+ REXERzHHREFRIRE12.0%8
I(ZZZLF 1 10.50%8Ml) - P ERES
RZZBZENFAA+TZARNTFRZZETN
FNARTBRFARRBRERAM 2R -

(&g = * inH’xL% ERR =TT LFNATREAR
—HR )2 FEEHREE)

MEEREBRERAR
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FINANCIAL RESULTS 8115 %4

Notes to the Condensed Consolidated Financial Statements (continued) GG EMIEHRFME2)

10. Earnings per share 10. BEEEF
The calculation of basic and diluted earnings per share attributable to the BHEZZT)\GEAA=F+HILEA~ER &2
ordinary equity holders of the Company for the six months ended 30th RIEBERERERERERNRESRT IR
June, 2008 is based on the following data: BT SRR -
2008 2007
bt 2 1§ 3 —ETLF
HK$’000 HK$'000
F#T FHT
Earnings &7
Profit for the period attributable to REEEREAREERNNE 2
equity holders of the Company RN B R B FE A N BT &
for the purpose of basic and diluted
earnings per share 606,253 427,115
'000 '000
T Fh&
(Restated)
(E31)
Number of shares qvr-4=|
Weighted average number of A EEBREARNME 2
ordinary shares for the purposes of TR NE T
basic earnings per share 1,706,337 1,696,743
Effect of dilutive potential ordinary shares AR AR BIIE T AT 81T LA
issuable under the Company’s share ZEBEEETE
option scheme 9,133 11,300
Weighted average number of HETEGREERTNE 2
ordinary shares for the purpose of T AR I a2
diluted earnings per share 1,715,470 1,708,043
The earnings per share and the weighted average number of shares for 2T LF 2 EREBF KRGO NETFIIEE
2007 were restated to adjust for the effect of sub-division of share capital RN LFNATREAEFE(—FZ)
(one into two) completed in September 2007. FEELREMEY -
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Notes to the Condensed Consolidated Financial Statements (continued)

EREGESMBRRME )

11. Investment properties 1. BEYE
30th June, 2008
—EENE
ANA=+H
HK$’000
FBT
Fair value at 1st January R—A—BZzAYE 19,620
Acquisition of subsidiaries U BE R B A R) 183,561
Addition NE 1,328
Increase in fair value recognised in PR E RS RERZ

the consolidated income statement NFEE 169,630
Fair value at 30th June RANA=Z+THZAYE 374,139

The carrying amount of investment properties shown above comprises: sy s EmEmE T

30th June, 31st December

2008 2007

—EENE —ETHF

ABE+R  tZA=t+-8

HK$’000 HK$'000

FHET FET

Land in Hong Kong held under long lease REBRBERBALNFBE 2 i 19,620 19,620
Land in PRC held under medium lease RABREP AN E 2 i 354,519 -
374,139 19,620

At 30th June, 2008, the directors estimated the carrying amount of the
investment property situated in Hong Kong did not differ significantly from
that which would be determined using fair values at the balance sheet
date. Consequently, no fair value gains or loss has been recognised in the
current period.

The fair values of the Group’s investment properties in PRC at 30th
June, 2008 have been determined by the directors of the Company
with reference to the valuation carried out by an independent qualified
professional valuer by reference to market evidence of transaction
prices for similar properties. The increase in fair value amounting to
HK$169,630,000 was recognised in the consolidated income statement
during the period.

REZZZNFRA=1+RH  EFM[ LR
BRZRAEMERAERREEA 2R FE
EEZRAETEERER - Bl - £4°8)
B BRI AP ERE -

AEER -_ZZNFAA=ZTARTEZEK
EMERFEDIAARRESLREEIA
ERBEXEMLEM2ZRUMERZERZT
SHERETZHEETE - APRAREE R
R HERR 169,630,000/ 7T .2 X TEIG N ©
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Notes to the Condensed Consolidated Financial Statements (continued)
12. Property, plant and equipment

ERGSMBRRME )

12. ¥ - BMERRE

Six months
ended 30th June,
2008
BE-_ZTZENE
NA=t+HIEAEAR
HK$'000
FExT
Carrying value at 1st January R—A—BZEREE 2,727,584
Additions NE 233,921
Acquisition of subsidiaries Uk BE R B A ) 544,324
Disposals HE (104)
Depreciation e (69,204)
Exchange adjustment b X 21,632
Carrying value at 30th June RNA=+HZEAEE 3,458,153
13. Interests in associates 13. REMBATIER
2008
—EENF
HK$'000
FExT
Cost of investment in associates, FIEETEE R B 2 IREK A (@)
unlisted (note (a)) 912,023
Share of post-acquisition profits, AMEWEB R IIBREWAR B 2R
net of dividend received 133
912,156
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Notes to the Condensed Consolidated Financial Statements (continued)
13. Interests in associates (continued)
As at 30th June, 2008, the Group had interests in the following associates:

EIRGREMBRRME 2
13. REtEASERZ)
RZTNFAA=+E - AEERATH

ERRRBEER
Proportion of
nominal value
Place/ of issued
Form of country of Principal capital/registered Proportion
husiness incorporation/ place of capital held of voting
Name of entity structure registration operation hy the Group power held Principal activity
2008 2008
KRBT
HMARL/ BA/
EEZR ERGEREL HMed/Bx  TEEEnE  RAEELA  FEREEL TEXK
“BENE “EENE
BFHIEABEEER  Incorporation PRC PRC 30% 30% Investment holding of a group of
BEERALARE])  #fisku HE HE (note (b)) companies engaging in operation
(“Beiren Group”) (PZED)) of department stores, supermarkets,
electrical appliances malls and
property leasing
HEHEE B BRARES
RYEREEH SERT
RE TR
ILBETESBRERE  Incorporation PRC PRC 48% 48% Property holding and leasing
RARTES]) SR HE el (note (c)) NEREREE
(“Kaiyuan Square”) (M)
Notes: B e -

(a) Included in the cost of investment in associates is HK$466,878,000,000 of cost of
investment in associates held by JA3L/B/RE S G A 7] (Hebei Xuyuan Trading
Company Limited) (“Hebei Xuyuan”) acquired as a result of equity interest swap as
described in note 25. The remaining balance of HK$445,145,000 represented cost of
investment in Kaiyuan Square which became an associate upon equity interest swap as
described in note 25.

(b)  The Group holds equity interest of 30% in Beiren Group indirectly through a 60%
owned subsidiary, JA3LIBIRE S HBR A A

(c) The Group holds equity interest of 48% in Kaiyuan Square indirectly through a 60%
owned subsidiary, Ample Sun Group Limited.

The above table lists the associates of the Group which, in the opinion of
the directors of the Company, principally affected the results of the period
or form a substantial portion of the net assets of the group. To give details
of other associates would, in the opinion of the directors of the Company,
result in particulars of excessive length.

(a) BB DRIRERAE P EIEN 25 - ER
HERMBETILERE SR 2 E (b8
TR ) FTRRESE A B) 2 4% & BX AR 466,878,000,000
PETT © #2%8445,145,0008 TTIEH T ES 2R E
B+ anB 25 FTI - BT RS R AR AE B SRS
RARNRZEE AT -

(b) AEBFEEEBEEFCO%ER.HIERF
EBRESHHRABFHIL AEEI0% AR

5o

© AEEREEBHEEFC0%ES 2 HERR R
REEERABHFEHITESA8% AR -

EREFIARREERRTETEAEEN
NEARBREMEEFEEANID 2 MBS
NE]  ARBDEZRS - BIIEMMEE AT
ZHBEEHRRANILE -
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Notes to the Condensed Consolidated Financial Statements (continued)

14. Available-for-sale investments
Available-for-sale investments comprise of unlisted investment in unlisted
equity securities issued by a mutual fund company incorporated in
Bermuda. They are denominated in USD and are measured at quoted
price based on the valuation amount provided by the counterparty financial
institution. During the period, an impairment loss of HK$1,853,000 (six
months ended 30th June, 2007: nil) has been recognised in consolidated
income statement.

15. Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss comprises:

EREGESMBRRME )

14.

15.

ot &R E
AHHEREREHRBRETMKRIZE
BESRARMMBETIELTRAEFESRZIELT
RE - AERENETREN - WRARH
T RERREREESE I REFTE -
Him - 1,853,000/ T (HE -2 LF XA
=+RIEXER  8) ZBEBEERES
W R FERR ©

BRAFEFNERZEMEE
BAVEFARRZSREESR

2008 2007
=t e —ETHE
HK$’000 HK$'000
T#T FAT
Index-linked notes (note) ER R B IR (I RE) 345,456 154,285
Equity-linked note BfE R HMAE R - 36,531
345,456 190,816

Less: Amounts due within one year shown under & : S| AREBNEER —FER
current assets RI|Hf 2 I8 - (36,531)
Amounts due after one year —F1&EH 2 FKIA 345,456 154,285

Note: The index-linked notes are denominated in United States Dollars (“USD”) with
principal amount of USD45,000,000 (31st December, 2007: USD20,000,000). The
obligations of interest accrual depends on the difference between the USD 10-Year
Constant Maturity Swap (“CMS”) Rate and the USD 30-Year CMS Rate. The issuer
has options to redeem the notes before maturity or at maturity, settled at the principal
amount plus any accrued and unpaid interest. Accrued interests are paid at fixed
intervals on a quarterly basis. The index-linked notes are designated as financial assets
at fair value through profit or loss upon initial recognition as they contain one or more
embedded derivatives.

The maturity dates of the index-linked notes outstanding as at 30th June, 2008 are
June 2017 and February 2018 respectively. The maturity date of those outstanding as
at 31st December, 2007 was June 2017 and was therefore classified as non-current.
They are stated at fair values on each balance sheet date based on valuation amount
provided by the counterparty financial institution.
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Notes to the Condensed Consolidated Financial Statements (continued)
16. Loan receivables

B4R S M TSR R EE
16. FEER

Loan receivables comprise: FEWREFRBIE -
2008 2007
=t 2 e —ETHE
HK$’000 HK$'000
T#T THTT
Non-current assets IERBNEE
Loan extended in relation to BESEERMZ
a project in Shenyang (note (a)) B (MizE@) 199,718 167,718
Loan to EganaGoldpfeil (Holdings) MEENEFREE B R A R (THMEER )
Limited (“Egana”) (note (b)) Rt B (b)) 300,000 300,000
499,718 467,718
Current asset: REEE -
Other loan receivable (note (c)) HAb R E R (HiEE () 2,000 2,000
501,718 469,718
Notes: B

(a)

(b)

The loan represents the amount drawn down and remained outstanding as at 30th
June, 2008 from the HK$200 million facility the Company granted to a third party
group of companies (“Borrower Group”) who is in the process of taking over a retail
property project in the PRC. The loan is secured by the shares in certain companies
of the Borrower Group and guaranteed by a third party individual. The loan bears
interest at the Hong Kong prime rate offered by The Hongkong and Shanghai Banking
Corporation Limited and is repayable after 18 months from the loan agreement date
on 6th November, 2006. In connection with this loan facility, a fellow subsidiary of
the Company was granted an option from this Borrower Group to acquire certain
interests in the retail property project which the Borrower Group is contemplating.
The repayment date of the loan was extended to 6th November, 2008 according to
supplemental agreement entered into between the borrower and the Company on 6th
May, 2008. As at 30th June, 2008, the fair value of the option is not material.

On 24th September, 2007, the Group granted a bridging loan of HK$300 million
for an initial term of four months (the “Bridging Loan”) to EganaGoldpfeil (Holdings)
Limited (“Egana” or together with its subsidiaries the “Egana Group”) in connection
with the Group’s participation in the financial restructuring of the Egana Group
(“Proposed Restructuring”). The Bridging Loan bears interest at 2% above the Hong
Kong prime rate offered by The Hongkong and Shanghai Banking Corporation Limited
and is secured by a charge over all equity interests in a wholly-owned subsidiary of
Egana that owns a brand, a charge over certain office premises of the Egana Group
in Hong Kong and a charge over 434,345,736 shares of HK$1.00 each in the capital
of Egana, representing approximately 29.67% of the issued share capital held by the
major shareholder of Egana.

The Group’s intended participation in the financial restructuring of the Egana Group
is to pursue, as part of the Group’s business strategy, the branded goods retail and
distribution business through taking a controlling interest in Egana. According to
the latest published unaudited financial statements of Egana, before any debt and
business restructuring, the Egana Group had as at 30th November, 2007, total assets
amounting to approximately HK$4.3 billion, net deficit of approximately HK$1 billion
and was indebted to a group of bank creditors (the “Bank Group”) of approximately
HK$3.6 billion.

(a) ABHEREAERETFE=FRAAER(ES
£ [#1)200,000,000# Tl ER RN =T
TNFRNA=ZTAMAEEZSE - BHEE
BRAIERETE—ATEMEEE - BEER
EEFEENETE TARZBRGIER Ak
FE=FEMATER - BAERAEE LGE
LRITARARIREZBEBHEEN RIS
WERBRGHBH-TTF+—ANAR
FTISEARMER - BEBEHIEREE @ ARAF—R
RARMBAREEFEERTREEBALS
SEEETTEMEBEE S TEN  RIEE
FHEARAFTRZZEZNFERANBII 2T
Wi BRERZEEASBRE_STN\E
+—AXB - RZZEN\FXA=1H FH
RERZ ATELTERK -

(b)) RNZETLFAA-THER AEEFFEE
2EMNEREEAR AR ((BIMER ] - 2R/
HI AR e[ M B SR D M s AR (52
B | E MBI 5% 38 % B 58300,000,000
B IFHRANEAR(TBEER]) - #E
EFAEE LBESRITAERARRHRZIEE
HEBFE2E S - WIABMN RS —E
MRz —REEMBRRAN AR - B
MNBEREBEEFEZE THIZYEIAREM
BB AR AR 434,345,736 B AR E E1.007 T2
A fn (BREE M B IR = SR AR SR AR5 B BATARANKY
29.67% 2 BEAR ) (E R IEAR -

AEEFE2EBMNEREEMBESR - ERA
SEEBREEFT R BORBBESHM
Bl 2 RS SREMERTERDHE
% o IREEMNE R SOR B T 2 RIEERM
WK ERGTREMEBRREBEAER - BM
BREER _FTLF+-A=ZTRHAZEE
#{E4)734,300,000,0008 7T - B4 FEL R
1,000,000,000/ 7T » I 45 R ERERTT ([$R1T%R
% ])#93,600,000,0007%5 7T ©
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Notes to the Condensed Consolidated Financial Statements (continued)

16. Loan receivables (continued)
Notes: (continued)

(b)

(c)

(continued)

According to the conditional debt restructuring agreement which took effect on 26th
May, 2008 entered among the Company, Egana and the Bank Group (the “DRA"),
subject to certain conditions, the Group has agreed to inject into Egana an aggregate
of approximately HK$1.2 billion as new capital (by way of subscription of new shares
and convertible bonds issued by the Egana Group) that may result in the Group
becoming the controlling shareholder of the Egana Group, and the Bank Group has
agreed the waiver of debts to reduce the indebtedness to approximately HK$2.0
billion. The proposed capital injection by the Group and waiver of debts by the Bank
Group will improve the financial position of the Egana Group from net deficit to net
assets upon the Proposed Restructuring becoming effective.

A circular dated 30th June, 2008 in relation to, among other things, the entering
into of the conditional DRA as contemplated under the Proposed Restructuring has
been issued by the Company. As stated in the Company’s announcement dated 29th
July, 2008, the extraordinary general meeting (the “EGM”) convened and held on
29th July, 2008 by the Company to approve the form and substance of the proposed
subscription agreements for the issuing of new shares and convertible bonds of the
Egana Group to the Group (the “Subscription Agreements”) was adjourned until
further notice of the Company as the Company required further time to clarify with
Egana the issues as mentioned in the announcement of the Company dated 22nd
July, 2008 (“Matters”).

As at the date of this report, the directors are of the view that upon satisfactory
clearance of the Matters and fulfillment of conditions precedent in the restructuring
documents, including DRA and Subscription Agreements and subject to any further
unforeseen material adverse changes, the Proposed Restructuring will proceed
as planned. As such, subsequent to the balance sheet date, the maturity date of
the Bridging Loan has further been extended to 20th August, 2008 to facilitate the
smooth progress of the Proposed Restructuring and the Group is prepared, when
necessary and appropriate, to further extend the maturity date of the Bridging Loan.

As mentioned above, upon the Proposed Restructuring becoming effective, additional
capital will be injected by the Group as well as waiver of debts by the Bank Group,
at which time the financial position of the Egana Group will be improved to enable
further business opportunities and the repayment of the Bridging Loan. Accordingly,
no provision for impairment losses of the Bridging Loan has been made in the
condensed consolidated financial statements.

The amount represents a loan advanced to a third party. It is secured, bears interest
at 5.5% per annum and is payable in 2008.
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Notes to the Condensed Consolidated Financial Statements (continued)
17. Trade and other receivables

18.

EREGESMBRRME )
17. FEWARTR R H b W RRIR

2008 2007

—EEN\EF TETAE

HK$’000 HK$'000

FET TFHT

Trade receivables FEURR X 46,060 66,075
Other receivables, deposits and prepayments E U EIE - e RIENRIE 156,833 115,395
Total trade and other receivables LA B R e L A R WS SR IR 4R R 202,893 181,470

Included in trade and other receivables are trade receivables of
HK$46,060,000 (31st December, 2007: HK$66,075,000).

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

JE U R 5%46,060,0008 TT( —Z BT L F+ =
A=+—H : 66,075,000/ 7T) B &t AU
AR N E A PRI o

AEERAEEFEHNTEHETEUNRE
17 AIARE - iR RHERRAR - R
AEBTERERFREERREE - QI
EEEEERR - AEBREE A 2 BYSR
PEREEDITIAT

2008 2007
=t 2 ¢ =
HK$’000 HK$'000
THET FAIT
0 - 30 days 0&30H 43,695 62,649
31 - 60 days 31260H 1,510 1,806
61 — 90 days 61FE90H 273 428
Over 90 days BiE90H 582 1,192
46,060 66,075

Held for trading investments 18. HEEERSE
2008 2007
=t £ ¢ e i
HK$'000 HK$'000
TFHET BT
Unlisted debt securities FELETEBES 75,463 -
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Notes to the Condensed Consolidated Financial Statements (continued)
19. Disposal group classified as held for sale 19.

The assets and liabilities attributable to a subsidiary, Kaiyuan Square

which was sold and became an associate during the period as described

in note 25, has been classified as assets of disposal group classified as

held for sale and liabilities associated with assets classified as liabilities

of disposal group classified as held for sale. The carrying amounts of the

major assets and liabilities as at 31st December, 2007, which have been

ERESMBRRME )

SEBFEHEZHERE

M EE25A - B R B TESN R
EHEUKRBENR  HRGEEEREE
ENERFKEHEZHERBEEREDE
AREHEZHERBEEBZEERBZA
& -R-_TTLF+_A=+—8 R&Ea
BEABRBUZ2IZIEEENAGRE

presented separately in the consolidated balance sheet, are as follows:

(EVCRNE

2007

—ETLF

HK$'000

FAT

Investment properties REYE 1,538,938

Trade and other receivables JFEE MAT B 3 e L At P Uk R TR 1,953

Bank balances and cash WRITEFRIES 6,568

Assets classified as held for sale DEABELERE 1,547,459

Trade and other payables JE AT BR R R LA FE S RRIE (615,773)
Liabilities of associated with assets HAOBARELEEERRE 2

classified as held for sale af& (615,773)

Net assets classified as held for sale DEAFELEZEEFE 931,686

20. Trade and other payables 20. FEMERFR R HMMFEFRIA

2008 2007

d--1--J 1§ 3 ZETLF

HK$’000 HK$'000

FHET FAT

Trade payables FETRE R 165,745 220,306

Concessionaire sales payable FEN B E KA 437,350 635,571

Other payables, deposits and accrued charges HifENZIE - 54 METER 475,955 556,081

1,079,050 1,411,958

An aged analysis of the Group’s trade payables at the balance sheet dates is

REBNEE A 2 BNRFERATAOT

as follows:
2008 2007
-2 1§ 3 —ETLF
HK$'000 HK$'000
FET FAT
0 - 30 days 0Z30H 162,752 181,448
31 - 60 days 31604 2,156 27,075
61 — 90 days 61%F90H 321 7,767
Over 90 days im0 H 516 4,016
165,745 220,306
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Notes to the Condensed Consolidated Financial Statements (continued) EGER&GEMIEHRFME2)

21. Share capital 21. &
Number
of shares Amount
EHnEE &8
HK$'000
FExT
Ordinary shares of HK$0.005 each HRREE0.005% T 2 i@k
Authorised: VETE ¢
At 31st December, 2007 R-TZT+EFE+-_A=+—HK
and 30th June, 2008 —EENFAA=1+H 4,000,000,000 20,000
Issued and fully paid: BETRER :
At 1st January, 2008 RZZZENF—H—AH 1,705,083,000 8,525
Exercise of share options (note) ITERENAE (PRE) 1,620,000 8
At 30th June, 2008 RZZZENFAA=1H 1,706,703,000 8,533
Note: During the period, 1,620,000 shares of HK$0.005 each were issued at HK$6.16 MizE: BN - AARRBERER A ATERRA
per share upon the exercise of the 2005 share options of the Company by share —ETRFEREREZER61I6BITEITH]
options holders and all these shares rank pari passu with other ordinary shares of the 1,620,000/ & FXEI{E0.0058 T 2 f 13~ Fi B
Company in all respects. ZERMUE T HERRAEMEBRZER
L o
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Notes to the Condensed Consolidated Financial Statements (continued)
22. Share-based payment transactions
The Company has share options scheme for eligible employees and
director of the Company. Details of specific categories of options are as

follows:

Details of specific categories of options are as follows:

FrESERIB AR BT

EIAEREMBRRME 2

22. RHHRRS
ARFREAEEREREERAMAE
8l - HERRIRRER BT

Adjusted
Option type Date of grant Vesting period Exercise period Exercise price  exercise price
REREES A REH fTEH TR RREBTER
HK$ HK$
BT BT
2005 7.10.2005 7.10.2005 - 7.10.2006 - 12.32 6.16
—ETHF —“ZTRFTAtA 7.10.2008 26.3.2014 (note (a))
—ZTRE+ALA —EERFTALAR 12.32 6.16
EZ-ZT)\E+HALA EZZ-NE=A=+XH (7t (a))
2006 16.3.2006 16.3.2006 - 16.3.2007 - 12.74 6.37
ZTTRE ZEERF=A+RH 16.3.2009 26.3.2014 (note (a))
ZETRF=RA+RH —ETEF=A+H 12.74 6.37
E_ZTNE=A+RH E-T-WE=A=1<AH (FitiE(a))
2007A 31.8.2007 31.8.2007 - 1.10.2009 - 37 18.50
—ZTFH —ZT+E/\A=1+—8H 1.10.2011 26.3.2014
T FN\R=T—H —ZTNFETR—H 37 18.50
E-Z—%+HA—H EZT-WE=A=+H
2007B 31.8.2007 31.8.2007 - 1.10.2008 - 37 18.50
—TTHEFL “ETEFNR=1T—H 1.10.2010 26.3.2014
—ETHF\A=1+—H —ZZ)\F+H-H 37 18.50
EZ-Z-TE+HA-A EZZ-NE=A=+XH
2007C 25.9.2007 31.8.2007 - 1.10.2008 - 37 18.50
—ZTEER “ZTHFARAZTRA 1.10.2010 26.3.2014
(note (b)) —TEHFNR=+—H T \F+HA—H 37 18.50
(FEE(D)) Z-T-THF+A—H ET-ME=R=+<H
Notes: Bt &

(a)  The exercise price has been adjusted upon sub-division of shares of the Company of
HK$0.01 to HK$0.005 on 27th September, 2007.

(b)  Option subject to approval of independent shareholders was proposed and granted
by Board of Directors on 31st August, 2007. The approval was subsequently obtained
on 25th September, 2007 which is the date of grant as defined in accordance with
HKFRS 2.
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TEEER-_FFLFAA-TELRARFR
{7 FR0.01B T 48 /30.005/ 8 TLIL {EH B EE ©

BEERN-_ZZLHFNA=+—BRZHELREH
BEBULRARE B - HRNRIBEEE
MBEREEANE2FRE R AR -_TTLF
NAZ+THBEBSHA °



EREGESMBRRME )
22. RBIMIRXH (2
TEREBETREREEMBAATBERE

Notes to the Condensed Consolidated Financial Statements (continued)
22. Share-based payment transactions (continued)
The following table discloses movements of the Company’s share options

held by certain employees and directors: ZEH)
2008 —EENE
Outstanding Outstanding
at Exercised Lapsed at
31st December, 2007 during period during period  30th June, 2008
REB2LF R=ZZENF
+=-—A=+—H NA=+H
Option type BREERE i RATE HRTE R &K i RAT6E
2005 —EERF 6,757,000 (1,620,000) (45,000) 5,092,000
2006 ZETRF 9,156,000 - - 9,156,000
2007A —ZTLFR 11,340,000 - (220,000) 11,120,000
2007B —EELFL 10,630,000 - - 10,630,000
2007C —ZTTLFR 17,020,000 - - 17,020,000
Total st 54,903,000 (1,620,000) (265,000) 53,018,000
Exercisable at end BRI 1718
of the period 1,505,000
HK$ HK$ HK$ HK$
Weighted average IR INEFIITTEE
exercise price per share 14.96 6.16 16.40 15.22

REBZE-ZZN\FRA=+THIHR  ~&%
B AN BRI RN AR A W e 3R R R
< #4951,200,0008 L (B E —ZZZLF XA
=+HIEREA : 6,100,00087T) °

The Group recognised an expense in the consolidated income statement
of approximately HK$51.2 million (six months ended 30th June, 2007:
HK$6.1 million) for the period ended 30th June, 2008 in relation to share
options granted by the Company.
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Notes to the Condensed Consolidated Financial Statements (continued)

23. Capital and other commitments

23. BERRHMAIE

EREGESMBRRME )

30th June, 31st December,
2008 2007
—EEN\EF T+ F
AB=E+HB +t=ZA=+—H
HK$’000 HK$'000
FHET FET
Capital expenditure in respect of the EREBAYE - BE MRE
acquisition of property, plant ZEARMAX
and equipment
— Authorised but not contracted for —BEEERTH 3,367,864 3,820,900
— Contracted for but not provided —BETAMER R SRR
in the financial statements 737,600 374,700
4,105,464 4,195,600
Capital expenditure in respect of the A RS + (AT
acquisition of land use right contracted BRI 4R B S TR B4
for but not provided in the financial ZERFEE
statements - 10,500
Other commitments in respect of BRI B A R AR
acquisition of equity interests 2 EfthF
of PRC companies - 770,400
4,105,464 4,976,500

24. Acquisition of subsidiaries

During the period, the Group has acquired 100% interest in each of K&
FEWEEBR AR (“Dalian Co”), BSFEERHMEAR QA (“Qingdao
Co"), REFHIBEEAR AT (“Tianjin Co”), and KEBBFHEHE
BABRAT] (“Haerbin Co”) (collectively referred to as “Itokin Companies”)
from Itokin Co., Ltd., an independent third party, for a consideration
of HK$743,467,000. Itokin Companies mainly hold buildings and
building under construction situated in PRC. The acquisitions have been
accounted for as acquisitions of assets as the subsidiaries acquired are
not businesses.
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24. WEEMIB AT

BN - ANEEE BB % = Fltokin Co., Ltd. 4
BREABBEEARAR(REAR]D) -
EEFHFAEARARN(EEAR)) - X
EFEBEEEARAR([XERAR]) REHE
BRBEEEARAR(WBREARDSA
AI(FRBI FER AR 22 BED - REA
743,467,000 7T © (&R AR EERH
REEFRERETF - ANKEZSHER
ANEAS RUBE TS - iU IR EE WA
55 °



Notes to the Condensed Consolidated Financial Statements (continued)

24.

25.

Acquisition of subsidiaries (continued)
The net assets of Itokin Companies acquired in these transactions are as
follows:

EAG S M BmRME )
24. WHEEMIBAS (&)

REER SRR FE SR QR 2 EEFEN
T

Itokin
Companies
FREPALTF
HK$’000
FET
Property, plant and equipment Y - BERE 544,324
Investment properties REYE 183,561
Interests in associates NN o s -
Other receivables HAbEYGRIE 2,006
Bank balances and cash RITEFRIAES 35,489
Trade and other payables JFE {~F BR 30 K2 B JE A~ 0B (18,613)
Short-term loan REER (3,300)
743,467
Satisfied by: BTENFREN
Cash consideration HeRE 725,350
Other payable H iR RIE 18,117
743,467
Net cash outflow arising on acquisition: WHEEA RS R FEE
Cash consideration paid BENBEERE 725,350
Bank balances and cash acquired Pt RITRERIRS (35,489)
689,861

Equity interests swap

On 18th April, 2008, the Group entered into an equity interests swap
agreement with the purchaser, JAItFTTEERZERNDBR AT Hebei
Kaiyuan Real Estate Development Joint Stock Company Limited (“Kaiyuan
Real Estate”), an independent third party, for the disposal of 51% equity
interest in Kaiyuan Square which was held by a 60% effectively owned
subsidiary of the Company, AR HE/BEE S HBR AR (Shijiazhuang
Xuheng Trading Company Limited), in exchange for the entire equity
interest in JAIEMEIRE 5 B BR A Rl(Hebei Xuyuan Trading Company
Limited) (“Hebei Xuyuan”) and its associates (“Hebei Xuyuan Group”)
held by Kaiyuan Real Estate (“Equity Interests Swap”). This transaction
was completed on 30th April, 2008. Kaiyuan Square became an associate
of the Group after this transaction.

25. [RHEER

RIZENFHUATNE » AEBEEBEL
E=H2ZERVItRTEERERNER
RRN([FTTEE DRI I BEERGE - U
HERFITES (BARREE60%E KK
AEmzMBRRAREBEESERAR
FH)Z51% AR - NREEFHITE
ERAZNILBREZER AR (AL
R R EEsE R B (DAL IR e ) 2 38R
gz ([FEER]) - ZERXSHN_TTN
FHA=TAZK - RTESRZHTMKIEK
RRALE ZBE R T o
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Notes to the Condensed Consolidated Financial Statements (continued) GG EMIEHRFME2)

25. Equity interests swap (continued) 25. RESR2)
The net assets of Hebei Xuyuan and its associates acquired upon the TR A B R B AT UR BB AT 4E N8R K BB 8 A A
Equity Interests Swap, which has been accounted for using the purchase ZAEFERBARYERAT

method, were as follows:

Hebei Provisional
Xuyuan Group’s fair value Provisional
carrying amount adjustment fair value
AdbnaiESRE BE BE
ZIRE{E NFERAE NFE
HK$’000 HK$’000 HK$’000
FHET FET FERT
(note)
(Hf3%)
Interests in associates NI 199,265 267,613 466,878
Other receivables H A EYGRIE 3,805 - 3,805
Bank balances and cash RITEFRIES 71 - 71
203,141 267,613 470,754
Total consideration BRE 470,754
Satisfied by: KA
Net assets of Kaiyuan Square HERTESZEEFE
disposed of ﬂ
Net cash inflow arising on acquisition WEEEZIRESTAFRE
Cash consideration paid BfReRE -
Bank balances and cash acquired PR BIRITR T RIS 71
71
Note: The provisional fair value adjustments of interests in associates represented mainly Mzt - REtE A RERZ YT ATFEAREEHTIL
the appreciation of value of land and buildings of the associates of Hebei Xuyuan. TERES &R B2 Ty RAEFFHE -
Hebei Xuyuan Group contributed HK$1,309,000 to the Group’s profit for A EREBRBERHEEER IFHFEA
the period between the date of acquisition and the balance sheet date. A& B 24 11,309,000 7T ©
If the acquisition had been completed on 1st January, 2008, effect to total W ER—TENF—A—B5%K - H5E
group revenue and profit for the period would have been insignificant. BANBIRA K& H 2 ZEATERX -
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Notes to the Condensed Consolidated Financial Statements (continued)

25. Equity interests swap (continued)

The net assets of Kaiyuan Square at the date of disposal upon the Equity

Interests Swap as described above was as follows:

EREGESMBRRME )
25. IxtEB®R 2

EXFrAR R ERE - FTTESRHER
HZBEFEWT

Kaiyuan Square

BATT R4
HK$’000
F#ET
Investment property A 1,562,110
Other receivables H b U8 3,300
Bank balances and cash BOTEFERES 413
Trade and other payables JFE A5 Bk 3k K2 EL Ath FiE 1~ ZOE (637,408)
Deferred tax liabilities ELEFIAAE (1,029)
927,386
Minority interest DEIR R (9,274)
918,112
Transferred to interest in associates [y NI - e (445,145)
472,967
Reserve realised BE IR (2,213)
470,754
Satisfied by: BTN H AL

100% interest in Hebei Xuyuan P AL B R & EL B A A
and its associates 2 e 470,754

Net cash outflow arising on acquisition: UGB A 2 I8 4 7 R EE ¢
Cash consideration received BMRERE -
Bank balances and cash disposed of I ERTET RS (413)
(413)
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Notes to the Condensed Consolidated Financial Statements (continued) GG EMIEHRFME2)

26. Related party balances and transactions 26. ARAEANTHERRS
During the period, the Group had entered into the following significant A REBEGEATHEREATHET T
transactions with the following related parties: BARS ¢
Six months

ended 30th June,
BEXRA=THLKREAR

Name of related party Nature of transaction 2008 2007

BFREALTRE XHHEHE —EEN\EF —EELF

HK$’000 HK$'000

THET FAT

Chow Tai Fook Jewellery Co., Ltd. Income from concessionaire sales 5,816 4,949
(“CTF Jewellery™) (note (a))

BARXBKRESTERAT(AKREBHKE]) Frar MRS WA (M)

BAREKRESTORYDBRAR] Income from concessionaire sales - 527

(TRAXREZRIN]) (note (a))

FrRTEMEHE A (FifRE(a))

BAXRBHRERTEMNERAT] Income from concessionaire sales 1,682 -
([AXRBEMNKE]) (note (a))

RrRF SRS ERA (@)

Shanghai Joinbuy City Plaza Rental and management fee paid 85,262 73,301
Co., Ltd. (“Property JV") (note (b))
FENABERTESERAR] B REEE(MiEb)
(MEaER%])
Hong Kong Island Development Rental, vetting fee, air-conditioning charges 21,049 17,730
Limited (“HK Island”) and management fee paid (note (a))
BEEEREARARIESED BENHe  FHER THREREEE
(F5E(a))
Pollution & Protection Services Limited (“PPS”) Cleaning service (note (a)) 6,490 5,190
EHP 5 R AR AR ([EEFF)) BRI (MiEE ()
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Notes to the Condensed Consolidated Financial Statements (continued)

26.

27.

28.

Related party balances and transactions

Notes:

(@)  CTF Jewellery, AREFII, FAREEINELE, HK Island and PPS are companies
in which Dat6 Dr. Cheng Yu-tung and Dr. Cheng Kar-shun, Henry, directors of the

Company, have beneficial interests.

(b)  Property JV is a jointly controlled entity in which the Group has 50% interest.
During the period, the Group paid rental and management fee of HK$68,750,000
and HK$16,512,000 (six months ended 30th June, 2007: HK$62,500,000 and
HK$10,801,000) respectively to the Property JV.

(c) At 30th June, 2008, concessionaire sales payable included amounts of approximately
HK$3,692,000 and HK$2,784,000 (31st December, 2007: HK$12,233,000 and
HK$2,869,000) aged within 30 days due to CTF Jewellery and JEA @& M Zk
E respectively in which related parties, Daté Dr. Cheng Yu-tung and Dr. Cheng
Kar-shun, Henry, directors of the Company, have beneficial interests. The amount
was trading in nature and relate to payables arising from concessionaire sales. These
trading balances are unsecured, non-interest bearing and repayable according to the

terms of the concessionaire dealership agreement.

Contingent liabilities

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

Post balance sheet event

According to the joint announcement made by the Group and Egana on
29th July, 2008, an extension letter dated 29th July, 2008 was signed
between the Group and Egana to extend to maturity date of the Bridging
Loan to a date no later than 20th August, 2008 (unless a later date is
approved by the Group in writing).

EREGESMBRRME )

26.

27.

28.

FRAEALTERRRSD

B

(@) EAERE - AAERY - AAEHMKE -
EBREBYSARARNEFEEBUY ML
RSRMETHERSMSEOAT -

(b)  MEABLE/AEEEES0%MEE 2 KEIE
HER - PR AREDFIAMEARELEX
178 € K& &2 #68,750,0007% 7T £ 16,512,000
BLT(BEE-ZZLFRA=ZTHLENER :
62,500,000/ 7T 510,801,000/ 7T ) ©

ZEEN\FEAAZTA  ENBFEERES
HBEARIORAZN TEREALTRERNE
TRE I B K AE AR N R B BB 9 51 403,692,00078
T K%2,784,000 T ( ZET+FE+ZA=+—
B : 12,233,000 7T % 2,869,000/ 7T ) © AR
AMEEEEESR L RERABLEE
ZENREmED AEFEBESHME - B
R SR S BT A FE AT SR AERE o LB IR
EHRAEIER - 2R RARFTERECEHR

TR -

©
%

b

HARAMR
REMBRRER - NN\RFER—NNRE
A ZMNEERH B THERARER
NEEEE  EZENEERES DAY
17 © i RBEARIRENTER GBI RA R ENTERL -
AIREERNEEZEYER - §ARNEH
#938,900,000/8 T ENTERL

SHBEFEE
RENEREBNERN-FEN\FLA
T NBZBARH  AEEEBNERE
BERMA-TE/\FLA-TNAZER
- AEERAEERNIHAE-—2F
NENAZTRZA(B A EBERE
HikEH) -
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Report on Review of Interim Financial

Information
Hh 34 B S R B B R S

Deloitte.
=E)

TO THE BOARD OF DIRECTORS OF
LIFESTYLE INTERNATIONAL HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the interim financial information set out on pages 5 to
35, which comprises the condensed consolidated balance sheet of Lifestyle
International Holdings Limited as of 30th June, 2008 and the related
condensed consolidated income statement, condensed consolidated statement
of changes in equity and condensed consolidated cash flow statement for the
six-month period then ended and certain explanatory notes. The Main Board
Listing Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited require the preparation of a report on interim financial
information to be in compliance with the relevant provisions thereof and Hong
Kong Accounting Standard (“HKAS”) 34 “Interim Financial Reporting” issued
by the Hong Kong Institute of Certified Public Accountants (“HKICPA”). The
directors are responsible for the preparation and presentation of this interim
financial information in accordance with HKAS 34. Our responsibility is to
express a conclusion on this interim financial information based on our review,
and to report our conclusion solely to you, as a body, in accordance with our
agreed terms of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the contents of
this report.

Scope of review

We conducted our review in accordance with Hong Kong Standard on Review
Engagements 2410 “Review of Interim Financial Information Performed by
the Independent Auditor of the Entity” issued by the HKICPA. A review of
interim financial information consists of making enquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less in scope than an
audit conducted in accordance with Hong Kong Standards on Auditing and
consequently does not enable us to obtain assurance that we would become
aware of all significant matters that might be identified in an audit. Accordingly
we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to
believe that the interim financial information is not prepared, in all material
respects, in accordance with HKAS 34.
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Emphasis of matters

Without qualifying our review conclusion, we draw attention to note 16(b) to
the condensed consolidated financial statements which indicates that the
Group has extended a bridging loan of HK$300 million (“Bridging Loan”) to
EganaGoldpfeil (Holdings) Limited (“Egana”) (together with its subsidiaries
the “Egana Group”) during the year ended 31st December, 2007 and which
remains outstanding as at the date of this report. The Group has entered into
a conditional debt restructuring agreement with Egana, and the bank creditors
of the Egana Group during the period for the proposed restructuring of the
indebtedness of the Egana Group (the “Proposed Restructuring”) which
may result in the Group becoming the controlling shareholder of the Egana
Group. The Proposed Restructuring is subject to the approvals of the relevant
regulatory bodies and shareholders of both the Group and the Egana Group,
and the satisfaction or waiver of certain conditions included in the restructuring
documents not yet satisfied or waived. The Bridging Loan will be fully repaid upon
the Proposed Restructuring becoming effective, at which time it is proposed
to be replaced with additional financing from the Group of approximately
HK$1.2 billion. Subsequent to the end of the period, the Group extended the
maturity date of the Bridging Loan to 20th August, 2008 and has indicated
that it may be prepared to further extend the maturity date. An extraordinary
general meeting held by the Company on 29th July, 2008 to approve the form
and substance of the proposed subscription agreements for the issuing of new
shares and convertible bonds of the Egana Group was adjourned until further
notice to enable the Company to clarify certain issues with Egana related to
the Proposed Restructuring. As the ultimate recovery of the Bridging Loan and
subsequent proposed investment depends on the long-term success of the
Proposed Restructuring, which cannot presently be determined, no provision
for impairment losses has been made in the condensed consolidated financial
statements.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

11th August, 2008
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Interim Dividend
1 A%

The Board have resolved to declare the payment of an interim dividend of
HK cents 12.0 (2007: HK cents 10.50*) in cash per share for the six months
ended 30th June, 2008, which will be paid on Friday, 12th September, 2008 to
shareholders whose names appear on the Register of Members of the Company
on Friday, bth September, 2008.

(Note:* adjusted for subdivision of shares)

EXREBAREMREBE_TTENFA=T
HIEREA 2 R EERRE12.08II(ZFZ
4 1 105078 - FHRERNR-ZEZNFA
A+ZB(EHR)ERNTF=ZZNFAAER(E
HA) BN AR FBRAMZBIR

(BifaE « ~ERAMFARTEE)

Closure of Register of Members

i1k 5 g

The Register of Members of the Company will be closed from Wednesday,
3rd September, 2008 to Friday, 5th September, 2008 (both dates inclusive)
during which period no transfer of shares will be registered. In order to qualify
for the interim dividend for the six months ended 30th June, 2008, all transfers
of shares accompanied by the relevant share certificates and transfer forms
must be lodged with the Company’s branch share registrar in Hong Kong,
Computershare Hong Kong Investor Services Limited, Rooms 1712-1716,
17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong for
registration not later than 4:30 p.m. on Tuesday, 2nd September, 2008.
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Financial Review

5 o] Jeht

Turnover and Sales Proceeds

For the review period, the Group’s turnover grew to HK$1,697.0 million, a
19.5% increase from HK$1,419.6 million recorded in 2007. The Group’s net
sales proceeds amounted to HK$3,664.7 million, with the flagship store in
Causeway Bay (“SOGO CWB") contributing HK$2,662.1 million, the Tsimshatsui
store (“SOGO TST”) HK$253.0 million, and Shanghai Jiuguang Department
Store (“Shanghai Jiuguang”) HK$749.6 million that respectively accounted
for 72.6%, 6.9% and 20.5% of the Group’s sales proceeds. The growth was
attributable again to the impressive same-store sales growth of approximately
13.6% at SOGO CWB, 27.6% at SOGO TST, and 43.4% (or 30.4% in RMB
term) at Shanghai Jiuguang.

Gross Profit and Gross Profit Margin

Gross profit margin as a percentage of net sales proceeds was 26.0% for the
first half of 2008, compared with 25.6% for the same period in 2007. The
growth was partly due to improvement of the concessionaire commission rate
at Shanghai Jiuguang of 0.4 percentage point to 20.8% while the commission
rates of the Hong Kong operations remained stable at around 23.3%. Gross
profit rose to approximately HK$952.2 million, up 21.3% from HK$785.2
million in 2007. Gross profit margin as a percentage of turnover was 56.1%,
compared with 55.3% in 2007.

EBITDA and Net Profit

During the period under review, the Group’s EBITDA (earnings before interest,
taxation, depreciation and amortization) rose to HK$858.2 million (including
HK$173.7 million of fair value change on the Group’s investment properties),
an increase of 55.6% from HK$551.5 million in 2007. The Group’s EBITDA
margin for the period, calculated based on turnover, was 50.6% compared with
38.9% in the previous year. The Group’s core EBITDA margin before the fair
value change on investment properties was 40.3% and the slight improvement
in EBITDA margin was mainly a result of operating leverage accruing to our
self-owned store strategy although the improvement was slightly offset by the
additional share based payments charged during the period in respect of the
employee share options granted last year.
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FINANCIAL REVIEW 81 # [l &

The Group’s net profit attributable to shareholders for the period was HK$606.3
million, up 41.9% from HK$427.1 million recorded in the same period in 2007.
The surge in net profit for the period was a result of same-store sales increase
at our stores as well as an revaluation surplus (after tax) of HK$130.3 million
on the Group’s investment properties in Mainland China. Net profit margin,
before this investment properties fair value change, as a percentage of turnover
dropped slightly from 30.1% to 28.0% due mainly to the income tax charge for
the first time at Shanghai Jiuguang whereas it was a deferred tax credit last year
as well as the additional share based payments mentioned above.

The Group’s other operating costs remained relatively stable except, as
mentioned above, that a relatively significant increase was recorded during the
period for administrative costs due to the additional share based payments of
approximately HK$45.1 million related to certain share options granted to staff
and a Director in August and September 2007 respectively.

Finance Costs

Finance costs of HK$44.8 million mainly comprised interest costs from the
Group’s bank loans and other finance charges. Increase in interest expense
was mainly due to interest on additional loans drawn for funding the acquisition
of the land use right in Shenyang and construction costs in Suzhou. The lower
interest rate environment during the first half of 2008 compared with last year
helped lower the Group’s overall interest expense. An amount of approximately
HK$13.7 million of interest expense has been capitalised as part of the
development costs of the Group’s PRC projects.

Liquidity and Financial Resources

The Group was at a net debt position as at 30th June, 2008 before counting
the investments of approximately HK$451.0 million, with approximately
HK$2,371.4 million of cash and bank balances, and approximately HK$2,860.0
million of bank loans. The cash and bank balances, mostly in US dollar and
Hong Kong dollar and to a lesser extent in RMB, were held mainly at banks
as short-term deposits for interest income. The Group’s bank loans included
a Hong Kong dollar term loan of HK$2,750.0 million at period end, repayable
semi-annually. This loan facility bears interest with reference to HIBOR. The
remaining loan balance represents working capital RMB loans bearing interest
rates at approximately 6% per annum.

Pledge of Assets

As at 30th June, 2008, certain of the Group’s land and buildings with book
value of HK$1,658.1 million (31st December, 2007: HK$1,680.3 million),
together with shares in certain subsidiaries of the Group, were pledged to a
bank to secure a HK$4,000.0 million banking facilities granted to the Group of
which HK$2,750.0 million remained outstanding.
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Review of Operations
S5 (]

General Retail Environment

Hong Kong

In the first four months of 2008, Hong Kong's retail market continued to enjoy
the growth momentum carried forward from last year, before the growth rate
began to moderate in May under the effect of low sentiment in the global and
local financial and property markets and the negative impact of the earthquake
in Sichuan, the PRC. The exceptionally wet weather during most part of June
also adversely affected the retail sales. Overall, Hong Kong’s total retail sales
value increased by 15.9% year-on-year to approximately HK$139 billion for the
first 6 months of 2008, with the increase in fuels, automobiles and jewellery
and watches contributing particularly significantly to the sum. The department
store segment showed an impressive 13.9% year-on-year growth for the first six
months of the year, thanks to the influx of mainland shoppers and tourists and
in the case of mainland shoppers, the appreciation of the RMB helped fuelling
the growth of their spending in Hong Kong.

Mainland China

Mainland China remained one of the fastest-growing emerging economies in the
world during the review period, logging still a 10.4% growth in GDP for the first
six months of the year even under various measures initiated by the government
to slow down the growth. The burgeoning middle class and increasing number
of high net worth individuals continued to drive up demand for discretionary
as well as luxury products. Like many other countries, Mainland China faces
uncertainties brought about by the current global financial turbulence and
inflationary pressure. However, rising income level and domestic consumption
of this economic giant continued to fuel the growth in the retail sector, which
recorded a 21.4% increase in sales value during the review period comparing
to the same period last year.

Performance by Stores

SOGO CWB

By and large, the strong growth momentum of this store built on the previous
year continued during the first five months of the period under review. This
came before the month-long rainy days in June, which dampened consumer
sentiment and spending, causing the growth of the store to turn moderate.
A total of approximately HK$2.66 billion in sales revenue was recorded,
representing a 13.6% increase year-on-year. During the “Thankful Week” in
May, our semi-annual promotion event, the store achieved a record-breaking
of $40.9 million in daily sales notwithstanding the fact that the event took place
only a week after the Sichuan earthquake. This reflected strong customer loyalty
to SOGO CWB.

Thanks to its premium location and leading industry status, SOGO CWB
remained the shopping Mecca for Hong Kong people and in-bound tourists
from Mainland China and other countries. The store also owed its consistent
performance to its innovative marketing initiatives and high brand recognition.
With its leading position in the department sector in Hong Kong and its
renowned “one-stop-shop” concept, the store has seen its shopper traffic
stabilized over the years. During the review period, daily shopper traffic stayed
at around 90,000. Average per-ticket sales amounted to approximately HK$520,
representing an increase of 13.8%.
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SOGO TST

Into its third year of operation, the store has firmly established itself as a widely
popular shopping destination for young and fashion-conscious customers in
Kowloon. The merchandising and brand mix of SOGO TST has been further
adjusted and enriched to meet market demand and efforts have also been
invested on the marketing and promotion front. During the period under review,
traffic at SOGO TST continued to improve, thanks to the continuous rise in the
number of inbound tourists and the growing popularity of the store. Sales during
the period increased 27.6% year-on-year to approximately HK$253.0 million.
Average per-ticket sales improved by 12.2% to approximately HK$330.

Shanghai Jiuguang

As our first store in Mainland China, Shanghai Jiuguang has been delivering
consistently outstanding performance since its inception in late 2004. Today,
it is one of the most sought-after shopping destinations in Shanghai. Position
as a department store offering a quality lifestyle shopping environment and
experience and a vast array of renowned international brands and premium
products, the store continued to grow in popularity, as evident by a staggering
30.4% (in RMB term) same-store sales growth recorded for the period under
review. Daily traffic rose to approximately 48,000 from 42,100, with average
per-ticket sales increasing approximately 8.0% to RMB271.

Expansion in Mainland China

The new stores under our expansion plan in Mainland China that we have
been working on are progressing well and upon their opening will significantly
strengthen the Group’s store portfolio in Mainland China.

Both the Suzhou store, a one-stop shopping complex featuring a department
store as well as a variety of entertainment and dining facilities and the Dalian
store, which the Group acquired in 2007, will open in the fourth quarter of
2008. Following on their heels will be the Tianjin store, which is expected to
open in the first quarter of 2009. Meanwhile, major development work for the
Shenyang store is being planned and opening of the store is scheduled for the
second half of 2010.

To establish the Group’s presence in the retail market in the northern part of
Mainland China, the Group completed in April 2008 a transaction, through a
60% owned investment holding company, whereby 51% of its 99% indirect
subsidiary, a property investment company that owns a shopping mall in
Shijiazhuang, was exchanged, through the same 60% owned investment
holding company, for a 30% equity interest in the Beiren Group and 16.05%
equity interest in Beiguo, a 73.96% subsidiary of the Beiren Group. Beiren
Group, a state-owned enterprise and together with its subsidiary Beiguo, is a
leading retail group based in Shijiazhuang, Hebei Province that primarily owns
and operates 5 department stores, 13 supermarkets, and a number of outlets
selling items in the electrical appliances and consumer electronics and jewellery
categories.

During the review period, Beiren Group recorded a 21.1% growth year-on-year
in gross sales to approximately RMB3,953 million.
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Acquisition of EganaGoldpfeil (Holdings) Limited

The Group has been involving since September 2007 in the debt restructuring
of EganaGoldpfeil (Holdings) Limited (“Egana”), a Hong Kong-listed company
that owns and leases a portfolio of internationally renowned brands of luxury
products. In late May 2008, the Group, creditor banks and Egana entered
into a conditional debt restructuring agreement. Successful completion of the
acquisition will enable the Group to get access to Egana’s portfolio of well-known
brands in various product categories, which the Group believes will be a good
fit for Mainland China’s consumer product market. The extraordinary general
meeting (“EGM") of the Company convened to approve the restructuring
proposal, including the subscription of new shares and convertible bonds
of Egana was held on 29th July, 2008 and was adjourned pending further
information to be provided by Egana on matters related to certain Chinese
customs (the “Matters”). As at the date of this report, the parties are still
working to resolving the Matters and the date of resumption of the EGM of the
Company has not been announced.
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Outlook and Plan
tﬁl Eﬁij-iu

In view of the current economic climate, the management takes a cautious view
on the outlook of the retail market in the second half of 2008 in Hong Kong and
other China cities. The exceptionally robust sales growth in the second half of
last year, which was largely a result of the buoyant property and stock markets
in Mainland China and Hong Kong, set a relatively high base for this year. As
such, the sales growth in the second half of this year should expect to be rather
moderate. However, the management still believes the underlying strengths of
the Group’s operations will remain solid and intact. Regardless of the external
environment, the Group always strives to seek growth and achieve its business
objectives through careful planning and by bringing into full play the Group’s
business vision.

Looking ahead, the retail industry of both Hong Kong and Mainland China will
be girding for different kinds of challenge amidst the current global economic
uncertainties. We will, however, continue to strengthen the profitability and cash
flow of our existing operations, including SOGO CWB, SOGO TST and Shanghai
Jiuguang. In addition, the Group will invest efforts in the new stores which will
be gradually rolled out in different cities in Mainland China. Notwithstanding
rising inflation and the current financial uncertainties being faced by most
economies of the world (including the US and Europe) that are expected to last
for a while, the management believes that Mainland China’s economic growth
driven by domestic consumption will remain strong, which should provide a
relatively better retail environment for our new stores.

Moreover, we will be on the lookout for acquisition opportunities that are
conducive to the Group’s long-term growth. The recent consolidation of the
property market in Mainland China should be in the Group’s favour when
opportunities arise in respect of new sites for our store expansion.
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Directors’ and Chief Executives’

Interests in Shares and Underlying Shares
B AT IR R B Ay S A B I Ay 2 W A

At 30th June, 2008, the interests and short positions of the Directors and chief
executive in the shares of the Company, underlying shares and debentures of
the Company or any of its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (the “SFO")) which were required to
be notified to the Company and the Stock Exchange pursuant to Divisions 7 and
8 of Part XV of the SFO (including interests and short positions which they were
taken or deemed to have under such provisions of the SFO) or were required,
pursuant to Section 352 of Part XV of the SFO, to be entered in the register
maintained by the Company referred to therein, or were required pursuant to
the Model Code for Securities Transactions by Directors of Listed Issuers set out
in Appendix 10 to the Listing Rules to be notified to the Company and the Stock
Exchange were as follows:

(i) Directors’ interests in the issued shares of the Company
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Approximate
percentage
of interest

in the issued
share capital

Nature of interest Number of of the Company
Name of Director and capacity shares held (Note 3)
LR N
ERTREAERZ
EEpns ERMERED iR & B BB 2 e (FEE3)
Mr. Lau Luen-hung, Thomas Interest in controlled 1,080,000,000 63.28%
(“Mr. Thomas Lau”) corporation (Note 1)
BB E A iR (L)
(Mg
Interest in controlled 40,000,000 2.34%
corporation (Note 2)
Sl A wlkE (fE2)
Beneficial owner 10,661,000 0.62%
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN SHARES AND UNDERLYING SHARES %% k1T B AR R H RAFR R H 2 =

Notes:

P

1. Real Reward Limited (“Real Reward”), which is jointly owned by United Goal L
Resources Limited (“United Goal”) and Go Create Limited (“Go Create”) in equal
shares, holds 1,080,000,000 shares. United Goal, a company incorporated in the
British Virgin Islands, is ultimately owned by Mr. Thomas Lau and a family trust with
certain family members of Mr. Lau Luen-hung, Joseph (“Mr. Joseph Lau”) as eligible
beneficiaries. By virtue of the SFO, Mr. Thomas Lau is deemed to be interested in the

1,080,000,000 shares held by Real Reward.

2. Dynamic Castle Limited (“Dynamic Castle”), which is wholly-owned by Mr. Thomas 2.
Lau, holds 40,000,000 shares. By virtue of the SFO, Mr. Thomas Lau is deemed to be

interested in the 40,000,000 shares held by Dynamic Castle.

3. As at 30th June, 2008, the issued share capital of the Company was 3.
HK$8,533,515.00 divided into 1,706,703,000 shares of HK$0.005 each.

M United Goal Resources Limited ( [ United
Goal |)E2Go Create Limited([ Go Create]) @
9% 5 2 Real Reward Limited ([ Real Reward ])
#$761,080,000,000/% © United Goal 27 5 & #
BRBSFEMR Iz AR - HEIEBEERE
BRI ARREE (2L ET
RIGK B Z RIGEREHES - BIEEF K
GG - BI85 4 118 BT Real Reward T
1,080,000,0008% A #E 2 o

i 2% % % & 2 & ¥ A Z Dynamic Castle
Limited ([ Dynamic Castle |)#%%40,000,0008% °
RIEZEH REEE - 2188 EEmR AR
Dynamic Castle3 & 2 40,000,000 i% & # & #
%o

RIZZN\FRA=Z+H  ARAZEHTR
7 7%8,533,515.00/% 7T + 9 41,706,703,000/%
A (E0.0058 T 2 [ fp

(i) Directors’ interests in associated corporations of the Company (i) FEERFAFEBNEEZEx
Nature of
Name of associated interest and Number of Percentage of
Name of director corporation capacity shares held interest
Expns HEEE B ERatERED iR EE ERAok
Mr. Thomas Lau Real Reward Interest in controlled 1 50%
BB E corporation (Note 1)
Syl EkEw (L)
Crystal Key Investment Interest in controlled 1 100%
Limited corporation (Note 2)
Sl m e (EE2)
Grandbville Venture Corp. Interest in controlled 50,000 100%
corporation (Note 2)
PRGN AR (M EE2)
Global Centre Investments Interest in controlled 1 100%
Limited corporation (Note 2)
Sz Ak (fE2)
Leeson Limited Interest in controlled 1 100%
BEARAT corporation (Note 2)
S m e (EE2)
Wise Ocean Limited Interest in controlled 1 100%

BFERRA]
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corporation (Note 2)
PRGN AR (M EE2)



Notes:

1. United Goal, a company incorporated in the British Virgin Islands and ultimately
owned by Mr. Thomas Lau and a family trust with certain family members of Mr.
Joseph Lau as eligible beneficiaries, has 50% interest in Real Reward. By virtue of the
SFO, Mr. Thomas Lau is deemed to be interested in the one share in Real Reward.

2. United Goal, a company incorporated in the British Virgin Islands and ultimately
owned by Mr. Thomas Lau and a family trust with certain family members of Mr.
Joseph Lau as eligible beneficiaries, has 50% interest in Real Reward. Crystal Key
Investment Limited, Grandville Venture Corp., Global Centre Investments Limited,
Leeson Limited and Wise Ocean Limited are, either direct or indirect, wholly-owned
subsidiaries of Real Reward. By virtue of SFO, Mr. Thomas Lau is deemed to be
interested in the shares held by Real Reward in Crystal Key Investment Limited,
Grandville Venture Corp., Global Centre Investments Limited, Leeson Limited and
Wise Ocean Limited.

BT -

United Goal R R BHB RS TMAKLZ A
7] + #EHReal Reward 50% % * I 2188 5¢
EREBRZHANRBEBEREETREKRE
ZRIGETRLER - BIBEFSH RBEED
8 5t AR AR Real Reward 2 18 #4H
fEs o

United Goal AR B #M R B S MLz A
7]+ BB Real Reward 50% # 25 + I f1 258K
TEREGERZHARBIBEREETRIKK
B2 RIEIEFERRES  Crystal Key Investment
Limited - Grandville Venture Corp. ~ Global
Centre Investments Limited * B {5 B R A 7 &
ZH¥EMRAF)HAReal Reward B L HEEE
MEAR - RIZEHRAE G - 218085 4E
1R AP Real Reward7E Crystal Key Investment
Limited ~ Grandville Venture Corp. ~ Global
Centre Investments Limited + B AR A7) K&
FERRAENSE ZRDPHEE L -

All the interests stated above represented long positions. As at 30th June, Lill2H#EREHTAETE -RZZTENF A=
2008, the directors and chief executives had no short positions recorded in the B @ AR BIREFEFH MHIE GBI FEXVEBSE352{5R
register required to be kept by the Company pursuant to Section 352 of Part XV =~ TFEZZ MW S E = RITRBRER T
of the SFO. %A o
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Substantial Shareholders
FHE R

Interests in the issued shares and underlying shares of the
Company

As at 30th June, 2008, so far as was known to any Director or chief executive of
the Company, the following persons (other than a Director or the chief executive
of the Company) had an interest or short position in the shares and underlying
shares of the Company which would fall to be disclosed to the Company under
the provisions of Divisions 2 and 3 of Part XV of the SFO or were required,
pursuant to Section 336 of Part XV of the SFO, to be entered in the register
maintained by the Company referred to therein:

(i) Long positions in the shares and the underlying shares of the Company

RAEATIERTIRY RAERR G 2 s

RZZEZNFRA=1TH  BEERAQFTH
BEFRA THAL(TERESFHAARFITERE
BORADEZ B in RABBERO h B AREE S
KB IGDIEXVERE 2 K350 7B 2 X M A A R
B2ERAIRE  RARBESRHEGRIIEXV
BEIHNZIGPTE AR B FE 2 B sk -

() RNELFRGERERERGPZEE

Approximate
percentage of
interest in the

issued share

capital of
Name of Nature of interest Number of the Company
Shareholder and capacity shares held (Note 4)
HAAB S BITRAE
BN BE
RRERE ERMERED PR E 8 (Fff=E4)
Real Reward Beneficial owner (Note 1) 1,080,000,000 63.28%
EnlAEA (M)
United Goal Interest in controlled 1,080,000,000 63.28%
corporation (Note 2)
REHIATRER (MFE2)
Asia Prime Assets Limited Interest in controlled 1,080,000,000 63.28%
(“Asia Prime”) corporation (Note 2)
EEGI N AR (H:E2)
Go Create Interest in controlled 1,080,000,000 63.28%
corporation (Note 3)
RGN AR (H53)
Chow Tai Fook Enterprises Interest in controlled 1,080,000,000 63.28%
Limited (“CTF") corporation (Note 3)
AXRBEEAERDFA REHIATRER (MF3)
( TAX®E])
JPMorgan Chase & Co. (a) Beneficial owner 1,931,500 8.09%
(@) EmBEEA
(b) Investment manager 102,055,000
(b) B4R Total:
(c) Custodian 34,082,373 &%k : 138,068,873
(c) FEEA
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(ii)

(iii)

Short positions in the shares and underlying shares of the Company (i) FATRGRAEFEBROPZRE
Percentage
of issued
share capital
Number in the Company
Name of Shareholder Capacity of shares (Note 4)
HAQT D BITRA
RERERE g% REOEE B2t (HiEE4)
JPMorgan Chase & Co. Beneficial owner 1,784,500 0.10%
E=MAA
Lending pool with respect of the shares and underlying shares of the (i) TI#{EH ZANATIREG RAERAES
Company
Percentage
of issued
share capital
Number in the Company
Name of Shareholder Capacity of shares (Note 4)
HARAREBITRA
BRERERB g% RHEE EpaA{ i ET))
JPMorgan Chase & Co. Custodian 34,082,373 2.00%
FEEA
Notes: Bt &
1. Real Reward is a company jointly owned by United Goal and Go Create in equal 1. Real RewardfgUnited Goal&2Go Create£t[F 15

shares. United Goal is ultimately owned by Mr. Thomas Lau and a family trust with
certain family members of Mr. Joseph Lau as eligible beneficiaries. Go Create is
wholly-owned by CTF of which family members of Daté Dr. Cheng Yu-tung have
controlling interests. Mr. Thomas Lau, Mr. Joseph Lau and Dr. Cheng Kar-shun,

Henry, being Directors, are also directors of Real Reward.

2. Asia Prime, a company wholly-owned by Mr. Thomas Lau, holds more than one-third
of the entire issued share capital of United Goal, a 50% shareholder of Real Reward.
By virtue of the SFO, Asia Prime and United Goal are deemed to be interested in the
1,080,000,000 shares held by Real Reward. Mr. Thomas Lau and Mr. Joseph Lau,
being Directors, are directors of United Goal and Mr. Thomas Lau is also the sole

director of Asia Prime.

3. Go Create, a company incorporated in the British Virgin Islands and wholly-owned by
CTF of which family members of Dat6é Dr. Cheng Yu-tung have controlling interests,
has 50% interest in Real Reward. By virtue of the SFO, CTF and Go Create are
deemed to be interested in the 1,080,000,000 shares held by Real Reward. Daté Dr.
Cheng Yu-tung and Dr. Cheng Kar-shun, Henry, being Directors, are directors of CTF

and Dr. Cheng Kar-shun, Henry is also a director of Go Create.

4. As at 30th June, 2008, the issued share capital of the Company was

HK$8,533,515.00 divided into 1,706,703,000 shares of HK$0.005 each.

%A ° United Goal RBIBB LA R A BT &
ANBRIBE SR EETRENKE Z RIEETRE
%A - Go Create HAIRKIEEE AR » MEBH
WL 2 RRK B R EREEA R ER -
EEREBSE - RS AE RERAF LN
/#Real Reward 2 &% ©

2. Asia Pime 2|28t 2 &K HA - EH A
United Goal 2 &2 B#ITIRABB=2— " M
United Goal /%% % Real Reward 50% # % 2 i%
R oo IRBFH KRB EHI - Asia Prime & United
Goal# 15 A Real Reward#§ 4 2 1,080,000,000
A A - EE BRI E LB
S AUnited Goal 2 EF - MEIZBEENTA
Asia Primelt — 2 &% ©

3. Go Create MR BHAM RABAMAY - 1B
BTt 2 RERERBERERZ ARG
2B + Go Create®Real Reward#A50%#2
@ o RIREH KBS EG] - FAEKGo Create
4% % 7 Real Reward 54 2 1,080,000,000 A%
PHAERD EREEUHRMELREBRL
HEARAKEZES  MEBRAAE LI AG
Create? # 5 °

4. RIZBZENFRA=TH ARAZEBEITR

X /38,533,515.00/ T * 9 A 1,706,703,000A%
EREHO.0058 T2 M fD °
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Share Option Scheme
M JBCHE it )

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

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

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

Option granted must be taken up within the time limit specified in the offer letter
(which shall not be later than 5 days from the date of offer), upon payment
of HK$1 per option. Options may be exercised at any time during a period
commencing on or after the date on which the option is accepted and deemed
to be granted and expiring on a date to be notified by the Board to each grantee
which shall not be more than 10 years from the date on which the option is
accepted and deemed to be granted. The exercise price is determined by the
directors of the Company, and will not be less than the higher of (i) the closing
price of the Company’s shares on the date of grant, (ii) the average closing price
of the shares for the five business days immediately preceding the date of grant;
and (iii) the nominal value of the Company’s share.
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Details of Options Granted by the Company
A AR TR R I

As at 30th June, 2008, options to subscribe for an aggregate of 53,018,000 WRZZFENFANA=+H B LHEE - &K
shares of the Company granted to a Director (as disclosed above) and certain R FIREZFEA—RESEET2RESRE
full-time employees pursuant to the Scheme remained outstanding, details of "I FR#E A $£53,018,0000 A2 &) i 7 B i Ak 1T
which were as follows: B BERESBIT

Number of share options
iERE

Outstanding Outstanding
asat Granted Exercised Lapsed Cancelled asat Subscription
Date of 1st January, during during during during 30th June,  Option price per
grant 2008 the period the period the period the period 2008 period share
RZEENE R-BENE
-A-H ~AA=TA
RHUAH HATR B Bk BREHN Bt HATE  BRESR SRARE

Director
£
Mr. Thomas Lau 7110/2005 1,008,000 - - - - 1,008000  7/10/2006- HK$6.16
Ygeit “EERETRLH 26132014 6.16%T
(Note 1)
ZIEFHALRE
ZF-RE=RHRA
(Fat1)

16/03/2006 9,156,000 - - - - 9,156,000 16/3/2007 - HKS$6.37
“E5EZATAA 26312014 637AT
(Note 2)
“TEHE-FARE
“E-MEZE-TAA
(Hzk2)

31/08/2007 17,020,000 - - - - 17,020,000  01/10/2008 - HK$18.50
ZERLE\A=1-A 261032014 18507t
(Note 3)
ZT3\FHA-HE
“T-MEZE-TRA
(Hf3)

Employees 711012005 5,749,000 - (1,620,000) (45,000) - 4084000 7/10/2006 - HK$6.16
&8 ZZERFHALA 26/3/2014 616
(Note 1)
“F5,FTALAR
“E-WEZA-+AR
iRal]

31/08/2007 21,970,000 - - (220,000) - 21,750,000 01/10/2008 - HK$18.50
“EE4E)\B=1T-H 26/03/2014 185057
(Note 3)
“25)\F+A-AE
ZE-PE=A=AA
(Hi53)

Total 54,903,000 - (1,620,000) (265,000) - 53,018,000
i
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DETAILS OF OPTIONS GRANTED BY THE COMPANY Z& A &) i i iR ## 2 7 1%

Notes:

The options, granted on 7th October, 2005, are exercisable from 7th October, 2006 to 26th
March, 2014 (both days inclusive) subject to the following vesting period:

(i)

(ii)

(iii)

up to 40% of the options commencing 7th October, 2006;

up to 70% of the options (including the options not exercised under the limit
prescribed for in the previous period) commencing 7th October, 2007;

up to 100% of the options (including the options not exercised under the limit
prescribed for in the previous periods) commencing 7th October, 2008.

The options, granted on 16th March, 2006, are exercisable from 16th March, 2007 to 26th
March, 2014 (both days inclusive) subject to the following vesting period:

(i)

(ii)

(iii)

up to 40% of the options commencing 16th March, 2007;
up to 70% of the options (including the options not exercised under the limit
prescribed for in the previous period) commencing 16th March, 2008;

up to 100% of the options (including the options not exercised under the limit
prescribed for in the previous periods) commencing 16th March, 2009.

The options, granted on 31st August, 2007, are exercisable from 1st October, 2008 to 26th
March, 2014 (both days inclusive) subject to the following vesting period:

0}

(ii)

(iii)

up to 40% of the options commencing 1st October, 2008 or 1st October, 2009;

up to 70% of the options (including the options not exercised under the limit
prescribed for in the previous period) commencing 1st October, 2009 or 1st October,
2010;

up to 100% of the options (including the options not exercised under the limit
prescribed for in the previous period) commencing 1st October, 2010 or 1st October,
2011.
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Additional Information
HoAh & R

Employees

As at 30th June, 2008, the Group had a total of about 1,020 employees in
Hong Kong, 768 employees in the PRC and 2 employees in Japan. The costs
of employee (excluding directors’ emoluments) including share option charges
amounted to HK$129.4 million (2007: HK$111.6 million). The Group ensures
that the pay levels of its employees are competitive according to market trend
and its employees are rewarded on a performance related basis within the
general framework of the Group’s salary and bonus system.

Purchase, Sale or Redemption of the Company’s Listed Securities
During the six months ended 30th June, 2008, neither the Company nor any
of its subsidiaries purchased, sold or redeemed any of the Company’s listed
securities.

Code on Corporate Governance Practices

The Company has complied with the code provisions laid down in the Code
on Corporate Governance Practices as set out in Appendix 14 of the Rules
Governing the Listing of Securities (the “Listing Rules”) on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”).

Model Code for Securities Transactions by Directors

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers set out in Appendix 10 of the Listing Rules (the
“Model Code”) as its own code of conduct regarding its Directors’ securities
transactions. Specific enquiry has been made to all Directors, and all Directors
have confirmed their compliance with all the relevant requirements as set out in
the Model Code during the period.

Audit Committee

The Audit Committee of the Company is to review and supervise the financial
reporting process and internal control procedures of the Group. The Group’s
interim results for the six months ended 30th June, 2008 have been reviewed
by the Audit Committee and the Company’s auditors. The auditors included
in its review report an “Emphasis of Matters” paragraph in respect of the
Group’s loan receivable from Egana (see Report on Review of Interim Financial
Information).

The Audit Committee of the Company comprises four Independent
Non-executive Directors, namely, Mr. Lam Siu-lun, Simon, Mr. Cheung
Yuet-man, Raymond, The Hon. Shek Lai-him, Abraham and Mr. Hui Chiu-
chung, Stephen. Mr. Lam is the Chairman of the Audit Committee and a
certified public accountant.

Remuneration Committee

The Remuneration Committee is to consider the remuneration of the Directors
and senior management of the Group. The Remuneration Committee comprises
three Independent Non-executive Directors, namely, Mr. Lam Siu-lun, Simon,
The Hon. Shek Lai-him, Abraham and Mr. Hui Chiu-chung, Stephen and
Executive Director, Mr. Lau Luen-hung, Thomas. Mr. Lau is the Chairman of the
Remuneration Committee.

(=
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