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CORPORATE PROFILE
RR)EIT

Parkson Retail Group Limited (the "Company”) is one of the
few nationwide department store chain operators in the
People's Republic of China (“the PRC"). The Parkson brand was
introduced to the Beijing market in the early 1990's and has
now expanded to cover 30 major cities across the PRC market.
Through the Company's subsidiaries, jointly controlled entities
and associate (hereinafter collectively refer to as the "Group"),
the Group now operates 46 stores of which 40 are self owned
stores and 6 are managed stores.

Localisation and consistent market positioning is the key
strategy for the continuous growth and success of Parkson.
We are tailoring our merchandise assortments, brand mix
and floor space allocation on a store-by-store basis to better
serve our targeted middle to middle-upper end consumers
in every city that we operate. The Group offers a wide range
of internationally renowned brands of fashion and lifestyle
related merchandises focusing on four main categories
of merchandise namely, Fashion & Apparel, Cosmetics &
Accessories, Household & Electrical, and Groceries &
Perishables, targeting the young and contemporary market.
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CORPORATE INFORMATION
A

BOARD OF DIRECTORS
EXECUTIVE DIRECTORS:

CHENG Yoong Choong (Managing Director)
CHEW Fook Seng (Chief Executive Officer)

NON-EXECUTIVE DIRECTOR:
Tan Sri CHENG Heng Jem (Chairman)

INDEPENDENT NON-EXECUTIVE DIRECTORS:

KO Tak Fai, Desmond
STUDER Werner Josef
YAU Ming Kim, Robert

REGISTERED OFFICE

c/o M & C Corporate Services Limited
PO Box 309

Ugland House, South Church Street
George Town, Grand Cayman
Cayman Islands

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS

7th Floor, Parkson Shopping Centre (Sun Palace)
Qisheng Middle Street, Northeast of 3rd Ring Road
Chaoyang District

Beijing 100028

PRC

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

Level 28 Three Pacific Place
1 Queen's Road East
Hong Kong

COMPANY SECRETARY
SENG SZE Ka Mee, Natalia FCIS, FCS (PE), FHKIoD, EMBA

QUALIFIED ACCOUNTANT
WONG Kang Yean, Clarence FCCA, CA (MIA)

AUTHORISED REPRESENTATIVES

CHENG Yoong Choong
CHEW Fook Seng

AUDIT COMMITTEE

KO Tak Fai, Desmond (Chairman)
STUDER Werner Josef
YAU Ming Kim, Robert
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CORPORATE INFORMATION
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REMUNERATION COMMITTEE
CHENG Yoong Choong (Chairman)

KO Tak Fai, Desmond
YAU Ming Kim, Robert

PRINCIPAL SHARE REGISTRAR AND TRANSFER OFFICE
Butterfield Fund Services (Cayman) Limited

Butterfield House, 68 Fort Street

P.0. Box 705, George Town

Grand Cayman, Cayman Islands

British West Indies

HONG KONG BRANCH SHARE REGISTRAR
AND TRANSFER OFFICE

Tricor Investor Services Limited

26th Floor Tesbury Centre

28 Queen's Road East

Wanchai, Hong Kong

PRINCIPAL BANKERS IN THE PRC

Bank of China

Agricultural Bank of China

Industrial and Commercial Bank of China
JPMorgan Chase Bank N.V., Shanghai Branch
China Merchants Bank

DBS Bank (China) Limited

PRINCIPAL BANKERS IN HONG KONG

BNP Paribas Hong Kong Branch
Standard Chartered Bank (Hong Kong) Limited
The Hong Kong and Shanghai Banking Corporation Limited

AUDITORS

Ernst & Young
Certified Public Accountants

WEBSITE

www.parkson.com.cn
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EXPANSION IN THE YEAR 2010
T TEEBRE

Shaoxing Shishang Parkson Retail Development Co., Ltd ("Shaoxing Parkson")
AERFNAREEEREARAA ([BEEEK])

Parkson Retail Development Co., Ltd.,
Beijing Sun Palace Branch (“Beijing Sun
Palace Parkson")
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Hefei Parkson Xiaoyao Plaza Co., Ltd., Yaohai = _——
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Branch Branch (“Hefei Yaohai Parkson") / i) ']r"-'.'l.‘!.h
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Zigong Parkson Retail Co., Ltd. (“Zigong Parkson"), which was
originally scheduled to open in December 2010, was opened in
January 2011
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Wuxi Sanyang Parkson Plaza Co., Ltd., New
District Branch (“Wuxi New District Parkson")
EH = FARESAERAR @ FERDSAF
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CHAIRMAN'S STATEMENT
TEHRES

The global economy continued to recover from the worst financial crisis in
decades that started more than 2 years ago. The world's economic centre of
gravity that has been shifting from the West to the East before the financial
crisis has gathered pace ever since the outburst of the financial crisis. While
the East, in particular the emerging markets have been leading the global
economic recovery, the West, in particular the developed economies have
been seeing rather slow and modest recovery.

Thoughout the crisis, the Group kept its discipline to manage the business
prudently and delivered continuous growth. In line with the recovery of
the global economy and strong rebound of the PRC economic growth, the
business and financial performance of the Group continued to improve last
year. Same Store Sales (“SSS") growth last year rebounded strongly across
all our stores in different regions. We are particularly encouraged with the
performance of stores that have completed its revamp and remodeling
program in the past 2 years. Before | go any further, on behalf of the Board
of Directors, | want to take this opportunity to thank the management and
the workforce for their hard work, dedication and sacrifices that help the
Group to sail through the crisis smoothly.
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CHAIRMAN'S STATEMENT
ITRWEE

Looking ahead, the economic and financial indicators seem to suggest
that the continuous recovery of world economy has taken hold, while in
the short term, risks and uncertainties remain. Being the second largest
economy in the world and with comparatively much healthier economic
structure, the Group firmly believes that PRC economy will lead the world
economic growth in the foreseeable future.

While the Group will continue to improve productivity of its existing
operation, the major initiative in the next 3 years is to accelerate the
Group's expansion plan to capitalise on the booming domestic consumption
market in PRC. We will stay focus in the retail sector and diligently execute
our refined expansion plan to enhance and maximise returns to our
shareholders.

Lastly, on behalf of the Board, | would like to express my heartiest
gratitude and sincere appreciation to all the stakeholders, including our
employees, shareholders, lenders, suppliers and business associates for their
contribution and continuous support to the Group.

TAN SRI CHENG HENG JEM
CHAIRMAN
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MANAGING DIRECTOR'S STATEMENT
ERRKERES

MARKET AND BUSINESS REVIEW

The world economy continued to recover modestly from the recession
started in the year 2008. Major economies experienced varying pace of
recovery with arguably slower pace of recovery for the major developed
economies compared with the major developing economies such as the
BRICs (Brazil, Russia, India and China).

The path of recovery has not been smooth and major economies have
been facing contrasting challenges that required different fiscal policy
and monetary policy response. For example, selected European countries
that elected for international financial assistance have to agree on major
adjustment to its fiscal policy to narrow its budget deficit. The persistently
high unemployment rate and weak housing market forced the American
government to introduce further quantitative easing or better known as
QE2 to encourage investment and consumer spending in order to keep
its economy growing. The inflationary pressures and asset price bubble
in selected major developing economies such as the PRC and India has
called for reorientation of its fiscal measures and tightening of monetary
supplies.

PRC economy was arguably one of the best performing major economies
in the past 2 years. Powered by the government's proactive, speedy and
effective fiscal response and expansionary monetary policy, its economy
has not only avoided falling into recession even during the height of the
crisis but continued to achieve strong growth. In fact the momentum of
its economic growth was so strong that at the beginning of the year, the
PRC economy appeared to be in danger of overheating which called for

PARKSON RETAIL GROUP LIMITED B BX I ¥ £ E AR A A
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MANAGING DIRECTOR'S STATEMENT
EEHEHEREE

the government's decisive move to start unwinding and adjusting many
of its crisis response measures to avoid unwelcomed long term damages
to its economy. The required reserve ratio or better known as RRR for
the commercial banks increased several times in the past 12 months
to a historical high of 19.0% for most major banks in the country, the
benchmark lending rate increased to 5.81%, tightening measures have been
imposed on the property market, restriction introduced for investment into
industries that are facing excess capacity and Renminbi (RMB) has been
allowed to resume its gradual upward trend. These counter measures are
important to discourage investments of speculative nature and help to
contain the inflationary pressures to lay the foundation for stable and
sustainable economic growth going forward.

In contrast to the year 2009 where the economic growth was predominantly
driven by the extraordinary growth of fixed asset investment and
infrastructure spending, the economic growth last year was more balanced
with growth recorded across all three major sectors of the economy. Export
sector which suffered a sharp decline in the year 2009, recorded a 34.7%
expansion last year, the fixed asset investments recorded a real growth rate
of 23.8% and the domestic consumption maintained a steady real growth
rate of 14.89% during the same period.

In line with the economic recovery and stronger consumption sentiment,
the Group continued to achieve better productivity and recorded stronger
SSS growth in its stores. GSP expanded 14.1% with our reported SSS growth
recovering to 11.4% compared to 7.5% recorded in the year 2009.
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MANAGING DIRECTOR'S STATEMENT
ERARERES

Despite opening 7 new stores with substantially lower merchandise gross
margin in the last 15 months, the Group managed to maintain its overall
merchandise gross margin of 19.0% as the improved market condition and
consumer sentiment enable the Group to continue scaling down its discount
activities for existing stores. On a same store basis, the merchandise gross
margin improved by 0.119% compared to the same period of last year.

As a percentage to GSP, profit margin from operating activities dropped to
10.4% compared to 10.8% recorded in the year 2009 mainly due to weak
performance of new stores and exceptional items such as the employee
share options expense and the city development and educational surcharge.
Excluding the performance of new stores but including the exceptional
items, the profit margin from operating activities on a same store basis
improved to 11.4% compared to 11.09% recorded in the year 2009.

As part of our continuous efforts to enhance store's image and improve
productivity, we reinvented and remodeled the Hefei store and Xi'an Shidai
store during the year, after which premium cosmetic brands and up market
fashion brands were introduced to the stores. The remodeling works on
Xinjiang store is still on going and is expected to complete in the year
2011. Our flagship stores in Nanning and Nanchang are targeted for similar
exercises in the year 2011.

The concessionaire sales increased by 14.6% during the year and accounted
for approximately 90.0% of the total merchandise sales and the direct
sales increased by 6.0% and accounted for approximately 10.0% of the
total merchandise sales.
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GG In line with the economic recovery and
stronger consumption sentiment, the Group
continued to achieve better productivity
and recorded stronger SSS growth
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MANAGING DIRECTOR'S STATEMENT
EEHEHEREE

The Group opened 4 new stores in the year 2010 with aggregated gross
floor area of approximately 140,000 square meters. The Group expanded its
network coverage to Zhejiang province through the opening of Shaoxing
store in the month of May 2010. The Beijing Sun Palace store, Wuxi New
District store and Hefei Yaohai store were officially opened in the final
quarter of the year. Our first store in Zigong, Sichuan province, which was
originally scheduled to open in the month of December 2010 was delayed
and has opened in January 2011.

In line with the Group's stated strategy, the Shantou managed store with a
total gross floor area of approximately 17,336 square meters was acquired
from Parkson Holdings Berhad (“PHB") in the month of November 2010. The
relatively smaller Yangzhou store where the location is no longer desirable
for department store operation was disposed of during the year.

During the year under review, the Group raised US$250.0 million through
the syndicated loan market. The 3 years syndicated loan carries a fixed
finance charge (inclusive of the amortzation of relevant issuing cost) of
approximately 2.51% per annum after the Group entered into relevant
interest rate swap and cross currency swap to hedge its exposure against
the interest rate and currency fluctuation. Part of the proceeds from the
syndicated loan was used to fund the early redemption of the US$125.0
million 7.125% High Yield Notes 2012 ("HYN2012") and the balance will be
used for general corporate needs.
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GG Domestic consumption will lead
the economic growth in PRC
over the next decade
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MANAGING DIRECTOR'S STATEMENT
EEHEHEREE

PROSPECT

The mixed but improving economic indicators seem to suggest that the
world economic recovery has taken hold. However, the occasionally weak
and contrasting economic data seems to signal that the recovery remain
modest and vulnerable. Challenges and uncertainties remain, recovery in
the major economies have been uneven that called for different fiscal
and monetary response that very often contradicting each other. In this
age of globalisation, actions taken by one major economy might have
significant impacts for other major economies that if not well understood
and tolerated might result in undesirable consequences such as the
currency war, trade war and trade protectionism that will add burden and
uncertainties to the already weak and fragile recovery.

Being the second largest economy in the world and the largest developing
economy, the PRC economy is now more connected and more important
than ever to the world economy. In fact, the quick recovery of the
world economy from the financial crisis induced recession started in the
developed economies was partly attributable to the strong performance
of the PRC economy.
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MANAGING DIRECTOR'S STATEMENT
EEHEHEREE

It is undeniable that the PRC economy going forward will play an
increasingly important and influential role to the development of the world
economy and given its increasingly open economy, the sustainability of its
own growth will also become more vulnerable to the external factors. The
challenge to PRC now is to continue working on transforming its economic
growth model that will be powered by its consumers and at the same time,
its fiscal and monetary policy while continue to focus on its own needs will
also have to consider the impact to the world economy.

Looking forward, the Group believes that the PRC economy will continue to
lead and contribute to the world economic growth in the foreseeable future.
Fiscal measures will be further reoriented to spur domestic consumption
while the exchange rate of RMB will be managed delicately to ensure
reflection of its fundamental, monetary supplies will be controlled and
approval of investments will be carefully considered.

The Group believes that domestic consumption will lead the economic
growth in PRC over the next decade. Given the size and continuous
expansion of its economy, increasing urbanization and continuous
emergence of middle class, improved social safety net and an economic
growth model that will be powered by its consumers, the Group believes
that PRC domestic consumption market is entering into a "Golden Era" of
strong growth. On the back of such expectation, the Group is excited about
the opportunity and prospect of its business operation and will accelerate
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MANAGING DIRECTOR'S STATEMENT
EEHEHEREE

its expansion program. In this respect, the Group is targeting to open 8 to
10 new stores annually for the year 2011 and the year 2012 to capitalise on
the fast growing domestic consumption market. The Group has either signed
the lease agreement or entered into a memorandum of understanding or
in the final stage of negotiation for a total of 22 locations.

The Group is targeting to add on average 20.0% new operating area to
its portfolio annually. In this respect, the Group will focus on improving
its market share in existing markets or entering into nearby markets
by leveraging on the strength of its flagship store in cities or markets
which the Group has established a strong presence with strong brand
equity. Attention will also be given to relatively affluent cities or new
markets in order to further expand the Group's network and brand image.
The acquisition of the minority interest of existing subsidiaries and
controlling interest of managed stores as well as opportunity for third
party acquisitions that meet the Group's strategic initiatives and return on
capital requirements will continue to be pursued to enhance shareholders’
returns. This would include the acquisition of competitors' stores and the
properties currently occupied by the Group's flagship store or properties
which have the potential to be developed into flagship store.
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GG The Group is accelerating its
expansion plan and is targeting to
add on average 20% new operating
area to its portfolio annually
NS F IR AT BB oRET &
W IR A B FIREBFF1920%
ML BB AT ST - L))

MANAGING DIRECTOR'S STATEMENT
EEHEHEREE

The Group is also wary about the competition and challenges from not
only the fellow department store operators but also the emergence of
new retail format in line with the maturity of the retail market. To remain
competitive, the Group will continue to reinvent and remodel its existing
stores and make necessary adjustment to the merchandise mix and brand
mix to stay ahead of the fast changing markets. The Group will also focus
on improving both the merchandise gross margin and operating profit
margin through better merchandise offering, introducing more innovative
and more targeted sales and promotion and continuously emphasize on
cost rationalization.

The management is confident to successfully execute the Group's refined
and accelerating expansion strategy going forward. Leveraging on the
Group's strong balance sheet, favourable business model, strong brand
equity, and huge customer base from the existing Parkson Loyalty Card
program, the management believes that the Group is well-positioned to
consolidate and maintain its leadership position.

CHENG YOONG CHOONG
MANAGING DIRECTOR
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FINANCIAL HIGHLIGHTS

B E

2006 2007 2008 2009 2010 Change (%)

ZZTRE ZTTHF ZEEN\E ZTENE —T-TF EHES (w)
Operating Result (RMB'000) megE (ARETI)
Gross sales proceeds’ MEREBHIALE 6168718 9003406 10,691,070 12,367,494 14,105,567 14.1%
Operating revenue mE s 2,184034 3059686 3536932 3908634 4400078 12.6%
Profit from operating activities 454 |7 707913 1016522 1,211,165 1330193 1,467,927 10.4%
Profit for the year FRFE 513,154 727,801 878,372 937,354 1,023,657 9.20
Profit attributable to the Group ~ A SEBIFE(L 71 460,761 676,000 841,142 910,846 991,808 8.9%
Basic earnings per share (RMB)?  BIREREF (ARET)? 0.166 0.244 0.302 0.325 0.353 8.6%
Interim dividends per share BRPERS 0.030 0.044 0.060 0.050 0.060 20.0%
Final dividends per share BRASRE 0.054 0.076 0.085 0.100 0.100 0.0%
Full year dividends per share BREFRE 0.084 0.120 0.145 0.150 0.160 6.7%
Gross sales proceeds Operating revenue
THEFBRIEESE R
RMB'000 A R¥EF T RMB'000 A R¥F 7T

=

=

=

Profit from operations
FES b
RMB'000 A R¥F T

=

PARKSON RETAIL GROUP LIMITED B BXPS 2B B R A A

Profit attributable to the Group

7S£ B PE AL T
RMB'000 A R T




FINANCIAL HIGHLIGHTS
MERE

2006 2007 2008 2009 2010

TEBEERF —_TE+F —TENF —BINF —TIZTF
Balance sheet summary BEABBRFHE
(RMB'000) (AR¥FIT)
Non current assets ERENEE 3,815,228 4,810,033 5,551,691 6,581,708 5,322,573
Current assets MBEE 3,659,251 4,179,432 4,282,425 4,492,392 7,268,736
Total assets B E 7,474,479 8,989,465 9,834,116 11,074,100 12,591,309
Current liabilities "EAE 1,680,119 2,003,565 2,408,393 4,011,530 5,987,169
Non current liabilities ERHERE 3,474,877 4,117,825 3,898,418 3,070,425 2,014,989
Net assets FEE 2,319,483 2,868,075 3,527,305 3,992,145 4,589,151
Represented by AT EIEREK :
Owners' equity e AR 2,227,587 2,789,051 3,446,662 3,920,078 4,512,240
Minority interests LENR RS 91,896 79,024 80,643 72,067 76,911
Total equity B 2,319,483 2,868,075 3,527,305 3,992,145 4,589,151
NOTES: i
1. Gross sales proceeds represent the sum of sales proceeds from direct 1. HEMSNIBRBEIEREEEHERE

sales and concessionaire sales, income from providing consultancy and
management services, rental income and other operating revenues.

2. The calculation of basic earnings per share for the year ended 31 December 2.
2010 is based on the net profit attributable to equity shareholders of the
Company for the year of approximately RMB991,808,000 and the weighted

average number of 2,808,249,374 shares in issue during that year.

The calculation of basic earnings per share for the year ended 31 December
2009 is based on the net profit attributable to equity shareholders of the
Company for the year of approximately RMB910,846,000 and the weighted

average number of 2,802,528,953 shares in issue during the year.

AEBHENHEMSHIEA  RRHUEN
REERBUA - B AREMBEE
WatH) @45 -

BHE-_ZE-—ZTF+_A=+—BHLEE
MEBRERABATDBREFARAEAR AR
A AL R 8 A R 991,808,000
TERFEFRNEBITMEFLHRMHEE
2,808,249,374f% 51 & -

HE-_ZETZhF+-_A=+—BHILEE
MERERAEF - HIREFAXRE R
A ARG LR 9 A R 910,846,000
TERFEFREBTMEFLHRMHEE
2,802,528,953/% 51 & o
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE O

TOTAL GROSS SALES PROCEEDS AND OPERATING REVENUES

The Group recorded total gross sales proceeds received or receivable
of RMB14,105.6 million (comprises of direct sales, sales proceeds from
concessionaire sales, rental incomes, consultancy and management
service fees and other operating revenues) during the year under review
representing a growth of 14.19% or RMB1,738.1 million. The key contributors
to the growth include (i) SSS growth of approximately 11.42%, (ii) inclusion
of the full year sales performance of the new stores opened in the year
2009 and (iii) the inclusion of the sales performances for the new stores
opened and acquisition completed in the year 2010.

SSS growth recovered to 11.4% for the year 2010, representing an
increase of 3.9% compared to SSS growth of 7.5% recorded in the year
2009 attributable to the recovery of the consumption sentiment and the
Group's continuous efforts to improve productivity of its stores through
merchandise upgrading and realignment of the floor space utilization.

The Group generated total merchandise sales of approximately RMB13,336.3
million. The concessionaire sales contributed approximately 90.0% and the
direct sales contributed the balance of 10.0%. The Fashion & Apparel
category made up approximately 48.2% of the total merchandise sales, the
Cosmetics & Accessories category contributed approximately 36.9%, the
Household & Electrical category contributed approximately 7.2% and the

PARKSON RETAIL GROUP LIMITED B X I ¥ L E AR A A

BT HEMBREAERLE NS
REBEIE AfEE UE & K E
MAEEMSREBEEEAARYE
14,105,600,0007C (B R EZ HE - T E
BHEEMEHE HeWA  ZTARER
B REMGERE) ER14.10%KARE
1,738,100,0007T ° & & J5 £ Z i A ()F )& 8
EERIEROL2%: (FFARZZEZH
FHENTEMEENEZFHERR K&
(T AZZE—ZSFRAXHOIERWETK
MSHERIRPTEL -

TE-THREHEMERI 40 BT
TNFHEEBRIEHESIERN75%EL - £
F+3.90% + HEEEHE E O MNFHIRIE &
AEBHEERARBYESWLIREIREG
EEAFIREN -

AEBNERHEERLENAARK
13,336,300,0007C * HFIAEEBHEHEMEF D
90.0% * #2 T 10.0008!2KR B EHEEHE o R id
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balance of approximately 7.7% came from the Groceries and Perishables
category.

The merchandise gross margin (a combination of the concessionaire
commission and the direct sales margin) was flat at 19.0% due to lower
merchandise margin for new stores opened in the past 15 months. However
on a same store basis, the merchandise gross margin improved by 0.1% as
the improved market condition and consumer sentiment enable the Group
to continue scaling down its discount activities.

Total operating revenues for the year grew by RMB491.4 million or 12.6% to
RMB4,400.1 million. The growth rate of operating revenues was lower than
the growth rate of the total gross sales proceeds due to the lower growth
rate of direct sales and rental incomes as well as the negative growth of
the management and consultancy fees in line with the reduction on the
number of managed stores.

’
Proceeds rose to BIVIB
" ﬁéﬁﬁ%ﬁ%%tﬂfﬂru

' :
¥y

-

SRFARITME #7200 B T 477082 8 i

fEEER

FBEEARROIE  HEEMNXR
K BEmHERBENER (GaRHE
BHERS MNERHFEENMNER) FHFRN
19.00% ° {814 BE AL MOB B 15 /0 1 E 8 Ik
B AEEEEEREFTNES  FHiR

JESLE T - 7 AR 3H B AR B AE R ER1F0.1%
HIE R -

NEE B R AL I S AR R B A R BRI 0
A R #491,400,0007C 2(12.6%E A R &
4,400,100,0007T ° B AR RIERFT EIEHE
EEEERLAEIEERRE A M HE R A
LERE BRLEEWHBHEERERER
BRTHEMSREAENIERE -
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENwm AT
TOTAL SALES PROCEEDS AND SALES MIX BRiEERENEEARS
2009 2010

—ETNF —E—TF
Total sales proceeds (RMB'000) EmieEssE (AR TT)
Direct sales BEEHEE 1,253,143 1,328,177
Concessionaire sales B EEEE 10,480,916 12,008,169
Total sales proceeds [EhnE T Lk 11,734,059 13,336,346
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Cosmetics and accessories

ek in e BL

Groceries and perishables

Rin R AR

Household, electrical goods and others
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2010 SALES MIX
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE LT

Operating Expenses

Purchase of goods and change in inventories

The purchase of goods and change in inventories refer to the cost of sales
for the direct sales. In line with the increase of direct sales, the cost of sales
rose to RMB1,099.0 million, an increase of 5.5% or RMB57.1 million.

Staff costs

Staff costs increased substantially by RMB83.5 million or 30.3% to
RMB359.5 million. The increase was primarily attributable to (i) the
inclusion of RMB41.8 million of employee share options expense; (ii)
increase of salaries for all level of staffs: (iii) inclusion of full year staff
costs for new stores opened in the second half of the year 2009 and (iv)
inclusion of staff costs for store opened and acquisition completed in
the year 2010. The number of head count at the end of the year stood at
6,705.

As a percentage to total operating revenues, the staff cost ratio increased
to 8.2% from 7.1% recorded in the same period of last year. Excluding the
employee share options expense, the staff cost ratio increased marginally
to 7.2%.

As a percentage to GSP, the staff cost ratio increased to 2.5% from 2.2%
recorded in the same period of last year. Excluding the employee share
options expense, the staff cost ratio increased by 0.1% to 2.39%.

#@ Z—»{bﬁ.ﬁ

ﬁ%ﬁs YMRGEEHIEEREENHEEKX
Ko HPNEZHEERI WIS AITIE
Z= AR #1,099,000,0007 © BEFEMAR
#£57,100,000 7T 8%,5.5% ©

)rma

ETHKAK

8 T A ACHE fin A R #83,500,00070 8¢30.30%0 %
AR #359,500,0007T + HIEIE T FEFERMA ¢
(VB T B8 I B 2 A R % 41,800,0007T ; (i)
2EETINE  ();FAZZEZENFETEF
FRHEFMTEEAMNEFE THRA  Rivat
AZE—ZFHRIFERKEREENS

FEIRA - R_ZT—ZTFFRE' BEITA
E#49756,705 °
BTRALREKSLWNFEBENET DL

B EEREIEREH7. 1% EFE8.20 ° WWE
ERERERY  BIRALLERBEHAZE7.20% -

BTRALLRGEEMSRELTENE D
th B EFREIAY2.20018 F2.500 - MiBRE BB
PRAER S - 8 TACARLL R HN0.1%E2.3% °
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE WL

Depreciation and Amortization

Depreciation and amortisation increased by RMB13.7 million or 8.3%
to RMB180.0 million. The increase was primarily attributable to, (i) the
inclusion of depreciation and amortisation cost for the new stores opened
in the year 2009 and the year 2010; (ii) Depreciation cost in relation to the
Beijing Suntran building and (iii) additional depreciation cost in relation
to the remodeled stores.

As a percentage to total operating revenues, depreciation and amortisation
cost ratio dropped marginally to 4.1% from 4.3% recorded in the same
period of last year.

As a percentage to GSP, depreciation and amortisation cost ratio remains
flat at 1.3%.

Rental Expenses

Rental expenses rose by RMB75.3 million or 15.1% to RMB575.7 million,
the increase was largely due to (i) the inclusion of rental cost for the
new stores opened in the year 2009 and the year 2010; (i) straight line
accounting treatment for rental cost in relation to leases for those new
stores opened; and (iii) the increased payment of contingent rent for the
performance related lease agreements.

As a percentage to total operating revenues, the rental expenses ratio
increased to 13.1% from 12.8% recorded in the same period of last year.

As a percentage to GSP, the rental expenses ratio increased by 0.1% to
4.1%.

PARKSON RETAIL GROUP LIMITED B X I ¥ L E AR A A

P18 R B 1 0 A R %513,700,0007T 5%,8.3%
= A R #180,000,0007T ° WHIE R T E B M
B FFARZZETNER T —TFHKX
RO IE I & RS A ¢ (iFF AL R K
EIENEENE  R(i)BAEBE ML
RIFTER AN -
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BB EFRBRER430EMN FEKE
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A& R A R #75,300,00070815.1%F
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B EFERIEASESHI12.800F+ E13.10 ©
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE WL

Other Operating Expenses

Other operating expenses which consist of the (a) utilities cost; (b)
marketing, promotional and selling expenses; (c) property management
expenses; and (d) general administrative expenses increased by RMB124.0
million or 20.9% to RMB718.1 million due to (i) the inclusion of other
operating expenses for the new stores opened in the year 2009 and the
year 2010; (ii) the inclusion of pre opening expenses for the new stores
opened in the year 2010; (iii) the inclusion of property tax of approximately
RMB9.8 million in relation to Beijing Sun Palace building; and (iv) the
provision for city development and educational surcharge of approximately
RMB10.5 million.

As a percentage to operating revenues, other operating expenses ratio
increased marginally by 1.1% to 16.3 % due to the aforesaid reasons.

As a percentage to GSP, other operating expenses ratio increased marginally
to 5.19% from 4.8% recorded last year.

Profit from Operating Activities

Profit from operating activities rose to RMB1,467.9 million, an increase
of RMB137.7 million or 10.4%. Excluding the employee share options
expense, on a comparable basis profit from operating activities increased by
RMB179.5 million or 13.5%. New stores opened in the year 2009 and 2010
(stores not included in the same store calculation) collectively suffered
approximately RMB90.5 million of operating losses.

HEiE g

HMEERX BHE@KEE: (0)M %5 H
BEREEEREEEER: WEER
BA: RAO—MITHEASZ BIHIARKE
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE LT

As a percentage to total operating revenues, the profit margin from
operating activities declined marginally to 33.4% from 34.0% recorded
in the same period of last year. Excluding the employee share options
expense, the profit margin from operating activities improved marginally
to 34.3%.

As a percentage to GSP, the profit margin from operating activities declined
marginally to 10.4% from 10.8% recorded in the same period of last year.
Excluding the employee share options expense, the profit from operations
margin stood at 10.7%.

Finance Cost, net

The Group incurred total interest expenses of RMB354.3 million for the
year, an increase of 11.4% compared to the same period of last year
largely due to the premium for early redemption of the HYN2012 and the
acceleration of the amortization of issuing cost for HYN2012 in line with
the early redemption. Total interest incomes increased to RMB213.9 million
for the year due to higher returns from the principal protected structure
investments and the higher deposit rate.

Due to the aforesaid reasons, the net finance costs (total interest expenses
net of interest incomes) increased by RMB33.3 million or 31.1% to
RMB140.3 million.

Share of Profit from an Associate

This is the share of profit from Shanghai Nine Sea Lion Properties
Management Co. Ltd, ("Shanghai Lion Property") an associate of the
Company, the share of profit decreased from RMB577,000 in the year 2009
to RMB311,000 in the year 2010 due to reduction in property management
incomes received.

Income Tax

The Group's income tax expense increased by RMB17.8 million or 6.2% to
RMB304.3 million due to the increase of profit before income tax and the
capital gain tax on the disposal of the 55.0% stakes in Yangzhou Parkson.
The effective tax rate was 22.9%, marginally lower by 0.5% compared to
the same period of last year.

Net Profit for the year

In line with the increase in revenue, the net profit for the year increased
to RMB1,023.7 million. Due to the employee share options expense,
redemption premium on HYN2012 and accrual of city development and
educational surcharge the net profit margin as a percentage to operating
revenues decreased marginally by 0.7% to 23.3%. As a percentage to GSP,
the net profit margin declined marginally by 0.3% to 7.3%.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE LT

Profit Attributable to the Group

Profit attributable to the Group increased to RMB991.8 million, an increase
of RMB81.0 million or 8.9% which is marginally lower than the growth rate
of profit from operations due to the redemption premium and acceleration
of the amortization of issuing cost in view of the early redemption of
HYN2012.

Excluding the employee share options expense, profit attributable to the
Group increased by 13.5% to RMB1,033.6 million.

Liquidity and Financial Resources

The cash and cash equivalent of the Group (aggregate of cash and short
term deposits, pledged deposit and the principal guaranteed investment
deposit) stood at RMB5,238.1 million as at the end of December 2010,
representing an increase of 35.8% from the balance of RMB3,856.1 million
recorded as at the end of December 2009. The increase was mainly due
to the cash inflow of RMB1,679.1 million generated from the operating
activities and proceeds from the syndicated loan of US$250.0 million and
partially offset by (i) payment of dividends of approximately RMB450.7
million to the shareholders of the Company and payment of dividends
of approximately RMB27.0 million to the minority shareholders of the
Group's subsidiaries; (i) payment of RMB80.0 million for the acquisition
of the Shantou managed store; (iii) early repayment of HYN2012; and
(iv) Final settlement for Beijing Sun Palace building, maintenance capital
expenditures and new store opening capital expenditures of RMB435.1
million.

Total debt to total assets ratio of the Group expressed as a percentage of
the US$250.0 million syndicated loan and its related derivative financial
instruments designated as hedging instruments and the interest bearing
bank loans over the total assets (after netting off the unlisted held to
maturity investment) was 26.3% as at 31 December 2010. The November
2011 senior guaranteed notes and its related derivative financial instruments
designated as hedging instruments together with the unlisted held to
maturity investments are not included in the calculation as both will be
netted off on due date.

Current Assets and Net Assets

The Group's current assets as at 31 December 2010 was approximately
RMB7,268.7 million, an increase of 61.8% or RMB2,776.3 million from
the balance of RMB4,492.4 million recorded as at 31 December 2009. Net
asset of the Group as at 31 December 2010 rose to RMB4,589.2 million, an
increase of RMB597.0 million or 15.09% over the balance as at 31 December
2009.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE LT

Pledge of Assets

As at 31 December 2010, other than the onshore pledged deposits of
RMB 1,302 million, no other asset is pledged to any bank or lender.

Segmental Information

Over 90% of the Group's turnover and contribution to the operating profit
is attributable to the operation and management of department stores
and over 90% of the Group's turnover and contribution to the operating
profit is attributable to customers in the PRC and over 90% of the Group's
operating assets are located in the PRC. Accordingly, no analysis of segment
information is presented.

Employees

As at 31 December 2010, total number of employees for the Group was
approximately 6,705. The Group ensures that all levels of employees are
paid competitively within the standard in the market and employees are
rewarded on performance related basis within the framework of the Group's
salary, incentives and bonus scheme.

Contingent Liabilities

The Group has no any significant contingent liabilities as at 31 December
2010.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE LT

Treasury Policies

The business transactions of the Group were mainly denominated in
Renminbi. Therefore, except for the capital market transactions for
funding needs, there is limited exposure in foreign exchange risk. Hedging
instruments including swaps and forwards have been used in the past
and would be used in the future, if necessary, to ensure that the Group's
exposure to the foreign exchange rate fluctuation and the interest rate
fluctuation is minimized.

In relation to the high yield notes issued in November 2006 and the
syndicated loan issued in November 2010, the Group has entered into
various arrangements respectively, which include subscription of the US
dollar denominated unlisted held to maturity investments, entering into
interest rate swaps and cross currency interest rate swaps to minimise the
Group's exposure to exchange rate and interest rate fluctuation.

Total debt to total assets ratio of the Group expressed as a percentage of
the aggregate of interest bearing bank loans, the syndicated loan and its
related derivative financial instruments designated as hedging instruments
over the total assets was 26.3% as at 31 December 2010. The senior
guaranteed notes due November 2011 and its related derivative financial
instruments designated as hedging instruments are not included in the
calculation as it will be netted off against the unlisted held to maturity
investments on maturity.
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BIOGRAPHIES OF DIRECTORS AND SENIOR MANAGEMENT

EEkaMEERBERE

EXECUTIVE DIRECTORS

CHENG Yoong Choong, aged 47, is an Executive Director and the
Managing Director of the Company. Mr Cheng is also the Chairman of
the Remuneration Committee of the Company and a director of various
companies of the Group. He graduated from the University of San Francisco
with a Bachelor of Science degree and a Master of Business Administration
in 1984. He has been with The Lion Group of Companies (“The Lion Group")
since 1987 in various capacities in stores operations and merchandising.
He served the retail division of The Lion Group as the Chief Operating
Officer since 2000; and was promoted as the Chief Executive Officer in
2002 and later became the Managing Director of the same division in
2007. Mr Cheng has been with the Group since its inception. Mr Cheng
is actively involved in the Malaysian and PRC retail scenes and was the
chairman of the Malaysia Retailers Association in 1996. He was a member
of the Executive Board of the Intercontinental Group of Department Stores
in 1998 and 1999.

Mr Cheng is the nephew of Tan Sri Cheng Heng Jem, a Non-executive
Director and Chairman of the Company.

CHEW Fook Seng, aged 60, is an Executive Director and Chief Executive
Officer of the Company. He has been the Chief Executive Officer of the
companies comprising the Group since 2001. He obtained his Master
of Business Administration from the Northland Open University and
International Management Centre from Buckingham and received training
on retail management in the United States and Japan. In 2008, Mr Chew
completed CKGBS (Cheung Kong Graduate School of Business) China CEQ
Program.

Mr Chew was with the Emporium Group of departmental stores ("Emporium
Group") before joining The Lion Group in 1987 as its senior manager. He
was then transferred to the Group upon its establishment in the PRC and
was promoted to the position of CEO in 2001. Mr Chew has more than 15
years of experience working in the PRC retail market.
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NON-EXECUTIVE DIRECTOR

Tan Sri CHENG Heng Jem, aged 68, is a Non-executive Director and
Chairman of the Company. Tan Sri Cheng has more than 35 years of
experience in the business operations of The Lion Group encompassing
steel, retail, property development, tyre, computer, motor and plantation.
He oversees the operation of The Lion Group and is responsible for the
formulation and monitoring of the overall corporate strategic plans and
business development of The Lion Group.

Tan Sri Cheng is the President of The Associated Chinese Chambers of
Commerce and Industry of Malaysia and The Chinese Chamber of Commerce
and Industry of Kuala Lumpur and Selangor.

Tan Sri Cheng's directorships in public companies are as follows:

- Chairman and Managing Director of Lion Corporation Berhad and
PHB

- Chairman of Lion Diversified Holdings Berhad, Lion Forest Industries
Berhad and Silverstone Corporation Berhad

- Director of ACB Resources Berhad, Lion Teck Chiang Limited and
Lion Asiapac Limited.

Save for Silverstone Corporation Berhad and ACB Resources Berhad, all
the above companies are public listed companies in Malaysia whilst Lion
Teck Chiang Limited and Lion Asiapac Limited are public listed companies
in Singapore.

Tan Sri Cheng is the uncle of Mr Cheng Yoong Choong, the Executive
Director and the Managing Director of the Company.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

KO Tak Fai, Desmond, aged 43, was appointed as an Independent Non-
executive Director on 9 November 2005, and is the Chairman of the Audit
Committee and a member of the Remuneration Committee of the Company.
Mr Ko became a member of the Institute of Chartered Accountants in
England and Wales in 1994. Mr Ko was a Director for CB Richard Ellis
Limited with responsibility for CBRE-Hotels in Greater China.

STUDER Werner Josef, aged 51, was appointed as an Independent Non-
executive Director on 9 November 2005, and is a member of the Audit
Committee of the Company. Mr Studer obtained his federal diploma in
economics and business administration from SEBA (School for Economics
and Business Administration) in Lucerne, Switzerland. Mr Studer is a
business economist and holds a Bachelor of Business Administration
degree. He serves currently as Executive Director to the Intercontinental
Group Department Stores ("The IGDS"). The IGDS is a non-profit association
which offers a global business platform for leading department stores all
over the world. The IGDS comprises more than 33 members now. Prior
to joining The IGDS, Mr Studer was in various management functions
and positions at Hero Company (food manufacturing), Switzerland;
Feldschloesschen Company (Brewery), Switzerland, and Migros Company
(retailer) in Switzerland. Mr Studer has over 20 years of experience in the
fast moving consumer goods (“FMCG") and retail industries.

YAU Ming Kim, Robert, aged 72, was appointed as an Independent
Non-executive Director on 1 January 2007, and is a member of the
Audit Committee and a member of the Remuneration Committee of the
Company. Mr Yau was the Chief Executive or Managing Director of many
major international and local apparel companies since 1971. From 1998
to 2004, he was appointed as the Vice Chairman of Hong Kong Exporters’
Association, a member of the Executive Committee of The Hong Kong
Shippers' Council and the Garment Advisory Committee of The Hong Kong
Trade Development Council.

Mr Yau is currently an Independent Non-executive Director of Alltronic
Holdings Limited and Tungtex (Holdings) Company Limited respectively,
which shares are both listed on the Main Board of the Stock Exchange of
Hong Kong Limited (the "Stock Exchange”).

CHANGES OF DIRECTOR'S INFORMATION

Subsequent to publication of the 2010 Interim Report of the Company,
the Company has received notification regarding the following change of
Director's information, which are required to be disclosed pursuant to Rule
13.51(2) and Rule 13.51B(1) of the Listing Rules:

1) With effect from 9 December 2009, Amsteel Corporation Berhad,
of which Tan Sri Cheng Heng Jem was a director, has changed its

name to ACB Resources Berhad.
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2) With effect from 7 September 2010, Tan Sri Cheng Heng Jem was
appointed as the Non-executive Director of Lion Asiapac Limited (a
public listed company in Singapore).

3) With effect from 10 December 2010, Tan Sri Cheng Heng Jem has
resigned as the Chairman and Managing Director of Silverstone
Berhad.

SENIOR MANAGEMENT

TAN Hun Meng, aged 50, a Malaysia citizen, is the Chief Operating Officer
of Southern Region cum Regional General Manager (Eastern) of the Group.
He graduated with a Diploma from Curtin University of Technology,
Australia and attended various retail management and senior management
courses conducted by Cornell University and other institutions in the United
States as well as a university in Australia. Mr Tan has more than 20 years
of experience in the retail industry and more than 15 years of experience
working in the PRC retail market. He joined The Lion Group in 1987 and the
Group in May 1995. Mr Tan was the former General Manager of Sichuan
Development and Shanghai Ninesea Parkson, PRC before taking up the
present position.

LOW Kim Tuan, aged 55, a Malaysia citizen, is the Chief Operating
Officer of Northern Region cum Regional General Manager (Northern)
of the Group. Mr Low holds Executive Diploma in Management Studies
from Curtin University of Technology, Australia and has completed an
EMBA course at Chung Yuan Christian University, Taiwan, and attended
retail management and senior management courses conducted in the
USA and Taiwan. He has more than 20 years of experience in the retail
industry and more than 15 years of experience working in the PRC retail
market. He was with the Emporium Group before joining The Lion Group
in 1987 as a regional manager and was promoted to the position of Head
Office Merchandising Manager in 1990. He joined the Group upon the
establishment of the Group and headed the merchandising department in
Beijing before taking up his present position.

CHONG Cheng Tong, aged 62, a Malaysia citizen, is the Regional Director
of South-West Region of the Group. Mr Chong has more than 20 years
of experience in the retail industry and more than 15 years of experience
working in the PRC retail market. He joined The Lion Group in 1987. In 2008
he was promoted to the present position.
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CHAI Fook Heng, Louis, aged 61, a Malaysia citizen, is the Regional
Director of North-West Region and Shandong Region of the Group. Mr Chai
holds a Business Management Diploma from Curtin University, Australia.
He has 7 years manufacturing and marketing experience in Men and Ladies
Fashion Apparel. He also has more than 20 years of experience in retail
industry and more than 15 years of experience working in the PRC retail
market. He worked with Mun Loong Department Store as Merchandising
Manager and Emporium Group before joining The Lion Group in 1987 as
Operation Manager. In 2008 he was promoted to the present position.

HAW Lay Kim, aged 46, a Malaysia citizen, is the Group's Director of Legal
Affairs Department in the PRC. Miss Haw graduated with a Bachelor of
Laws at National Chengchi University of Taiwan and University of Lancaster,
England. She was practising law at Othman Hashim & Co in Malaysia before
joining The Lion Group's legal department in August 1993 and has more
than 15 years of experience working in the PRC retail market. She joined
the Group to lead the Group Legal Department upon the establishment of
the Group.

WONG Chee Keong, aged 45, a Malaysia citizen, is the Director of Human
Resource Department of the Group. Mr Wong obtained his Bachelor of
Science from Campbell University of North Carolina, USA. He joined The
Lion Group's MIS Department in August 1991, and travelled extensively to
the PRC. In August 1996 he was seconded to the Group and headed the
MIS department based in Beijing. In 2004 he was promoted to the present
position.

CHONG Sui Hiong, Shaun, aged 44, a Malaysia citizen, is the Director
of Merchandising Department of the Group. Mr Chong holds a Diploma
in Civil Engineering from University of Technology Malaysia, Bachelor of
Science in Industrial and Systems Engineering from University of Southern
California and a Master of Business Administration from Rutgers, the
State University of New Jersey. He went for further study in Los Angeles,
US before joining The Lion Group in 1994 as Project Executive of Store
Design and Development. In June 1996 he joined the Retail Division of the
Group and headed the Store Design and Development of the Group based
in Shanghai. In 2007 he was promoted to the present position.

LEE Sook Beng, aged 45, a Malaysia citizen, is the Chief Internal Auditor
of the Group. Miss Lee holds a certificate from the Institute of Chartered
Secretaries and Administrators, UK. She joined The Lion Group's Accounts
Department in July 1990. In 1999, she was with TOPS Malaysia Group
of Companies as Category Manager before joining the Group in January
2000.
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TAN Guan Soon, aged 43, a Malaysian citizen, is the General Manager of
the Business Development Department of the Group. Mr Tan obtained his
Bachelor of Science in Finance from University of Nebraska - Lincoln, USA
and a Master of Business Administration from Southern Cross University,
Australia. He was appointed as the Financial Controller of The Lion Group's
China Brewing Division in July 1997 before joining the Group in April
2004.

ONG Choo Keng, Daryl, aged 43, a Malaysia citizen, is the General
Manager of the Store Planning Department. Mr Ong holds a Diploma
in Architecture from Prime Tech Institute, Malaysia. He joined The Lion
Group's Visual Merchandising Department in December 1993, and was
actively involved in new store design and remodeling projects. In October
2001, he joined the Retail Division of the Group and headed the Visual
Merchandising Department based in Shanghai. In 2007 he was promoted
to the present position.

HE Peng, aged 47, a Chinese citizen, is the General Manager for Information
Technology Department of the Group. Mr He obtained his Master of Applied
Mathematics from Xidian University, PRC. He joined the Group in 2003 as
Information Technology Manager. In 2010 he was promoted to the present
position.

QUALIFIED ACCOUNTANT

WONG Kang Yean, Clarence, aged 41, a Malaysia citizen, is the Chief
Financial Officer of the Group. He is a fellow member of the Association
of Chartered Certified Accountants. He is also a chartered accountant with
the Malaysian Institute of Accountants. Mr Wong has more than 15 years
of experience in accounting and corporate finance. Prior to joining the
Group, Mr Wong worked for Far East Consortium group of companies as
the Chief Financial Officer of the Group's operation in Malaysia. Mr Wong
joined the Group as a full-time employee in 2005 and is a member of the
Group's senior management team.
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The Company recognizes the importance of good corporate governance
to the Company's healthy growth and has devoted considerable efforts in
identifying and formulating corporate governance practices appropriate
to the Company's records. The Company's corporate governance practices
are based on the principles and code provisions set out in the Code on
Corporate Governance Practices ("CG Code") contained in Appendix 14
of the Rules Governing the Listing of Securities on the Stock Exchange
("Listing Rules"). In the opinion of the Directors, the Company has complied
with the code provisions set out in the CG Code throughout the year under
review.

BOARD OF DIRECTORS

The Board comprises two (2) Executive Directors, one (1) Non-executive
Director and three (3) Independent Non-executive Directors. One-third (1/3)
of the Directors shall retire from their respective office at every annual
general meeting and all Directors (including Non-executive Directors) are
subject to retirement by rotation once every three year in accordance with
the Company's Articles of Association and the CG Code.

The Directors' biographical information is set out in the "Biographies of
Directors and Senior Management" section on pages 30 to 35.

There is a clear division of responsibilities between the Chairman and the
Managing Director to ensure that there is a balance of power and authority.
The Chairman is primarily responsible for the orderly conduct and working
of the Board whilst the Managing Director, assisted by the Chief Executive
Officer, is responsible for the overall operations of the Group and the
implementation of the Board's strategies and policies.

Management is responsible for the day-to-day operations of the Group
under the leadership of the Managing Director and the Chief Executive
Officer.

The Board as a whole is responsible for reviewing its composition,
developing and formulating the relevant procedures for nomination and
appointment of Directors, monitoring the appointment and succession
planning of Directors and assessing the independence of Independent
Non-executive Directors.

The Board reviewed its own structure, size and composition regularly to
ensure that it has a balance of expertise, skills and experience relevant to
the Company's business.

Where vacancies on the Board exist, the Board will carry out the selection
process by making reference to the skills, experience, professional
knowledge, personal integrity and time commitments of the proposed
candidates, the Company's needs and other relevant statutory requirements
and regulations. An external recruitment agency may be engaged to carry
out the recruitment and selection process when necessary.
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CORPORATE GOVERNANCE REPORT
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In respect of the Listing Rules requirements regarding the sufficient
number of Independent Non-executive Directors and one Independent
Non-executive Director with appropriate qualifications, the Company
has met these requirements. The Company has received from each of the
Independent Non-executive Directors an annual confirmation as regards
independence pursuant to Rule 3.13 of the Listing Rules. The Company
considers all of the Independent Non-executive Directors independent.

FREQUENCY OF MEETINGS AND ATTENDANCE

Board meetings will be held at least four (4) times a year with additional
meetings to be convened as and when necessary to determine the overall
strategic directions and objectives of the Group and approve quarterly,
interim and annual results and other significant matters.

During the year under review, four (4) Board meetings were held and the
Directors' attendances are listed below:
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Number of
Board Meetings
Held During
the Director's
Term of Office

in 2010
R-ZEB—EF Number of
ZESEHA Meetings
HOCEEE Attended
Name of the Directors EEER = PN HESEXE
Executive Directors: HITES
CHENG Yoong Choong BRI 4 4
CHEW Fook Seng [EfE R 4 4
Non-executive Director: FHITEE :
Tan Sri CHENG Heng Jem FHHT B 4E T AR 4 4
Independent Non-executive Directors: BAEHITES
KO Tak Fai, Desmond = EE 4 4
STUDER Werner Josef STUDER Werner Josef 4
YAU Ming Kim, Robert a4l 4 3

MODEL CODE FOR SECURITIES TRANSACTIONS

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"). Specific enquiry has been made of all the Directors and the
Directors have confirmed that they have complied with the standard set out
in the Model Code throughout the year ended 31 December 2010.

ETRZXZNEETA

RN A SRR BT R 8% A e BT
TAEFETESFRNRESTA ([1F£
SR KRAZRESFHARENREK
EEHAREBE-_T—TF+=-_A=+—
BIEFER—BEBTRESTAMSAER -
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ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibility for preparing the financial
statements of the Group.

The statement of the auditors on their reporting responsibilities on the
financial statements of the Group is set out in the Auditors' Report on
pages 65 to 66.

AUDITORS' REMUNERATION

For the year ended 31 December 2010, the auditors of the Company
received approximately RMB3.3 million for audit services.

INTERNAL CONTROLS

The Board is responsible for maintaining an adequate internal control
system to safeguard the Company's shareholders’ investments and the
Company's assets, and reviewing the effectiveness of such system on an
annual basis through the Audit Committee.

The Company maintains a tailored governance structure with defined lines
of responsibility and appropriate delegation of responsibility and authority
to the senior management.

The internal auditor, who is independent of the Company's daily operations
and accounting functions, is responsible for establishing the Group's
internal control framework, covering all material controls including
financial, operational and compliance controls. The internal control
framework also provides for identification and management of risk. The
internal auditor formulates the annual internal audit plan and procedures,
conducts periodic independent reviews on the operations of individual
divisions to identify any irregularity and risk, develops action plans and
recommendations to address the identified risks, and reports to the Audit
Committee on any key findings and progress of the internal audit process.
The Audit Committee, in turn, reports to the Board on any material issues
and makes recommendations to the Board.

During the year under review, the Board, through the Audit Committee, has
conducted continuous review of the effectiveness of the internal control
system of the Company.

AUDIT COMMITTEE

In compliance with the CG Code as set out in Appendix 14 to the Listing
Rules, the Audit Committee comprises three (3) Independent Non-executive
Directors, namely, Mr Ko Tak Fai, Desmond (Chairman of the Audit
Committee), Mr Werner Josef Studer and Mr Yau Ming Kim, Robert.

PARKSON RETAIL GROUP LIMITED B X I ¥ L E AR A A
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The Audit Committee is required to advise the Board on the appointment and
retention of external auditor, to review the external auditors' independence
and objectivity, to review quarterly, interim and annual accounts of the
Group, to access the adequacy and effectiveness of internal control, to
review the internal audit function and internal control procedures.

The Audit Committee shall meet at least twice a year and the Chief
Financial Officer, Chief Internal Auditor, In-House Counsel, the Compliance
Officer and a representative of the external auditors of the Company shall
normally be invited to attend the meetings. The Company Secretary or her
nominee shall be the secretary of the Audit Committee.

During the year under review, there were four (4) meetings held by the
Audit Committee and the attendances are listed below:

ERZEQARTERERINZEE R
EFERHUER  FEINBRBENIB L
FOREERE  BRASENTE - P H
NRFEERR  FIfEAREERERERB
M AmE NERERT R ETIERE T -

ERZESeBFAELAMMAEE &
FRBE - BRABESTED - AEREED
BHRBEE AR ASINEZEE KR R
He@REBHFEZEER - ARMELER
RABREBREZESGWE -

REBFE  BREEEERITHWR
o R

il

Number of
Meetings Held
During The
Member's
Term of Office
in 2010 Number of
R-IE—ZFF Meetings
ZHREEHA Attended
Name of the Audit Committee member BREZEESESRENH BITZEBREY HESEXE
Independent Non-executive Directors: BV FHITES :
KO Tak Fai, Desmond SiEE 4 4
STUDER Werner Josef STUDER Werner Josef 4 4
YAU Ming Kim, Robert kgl 4 3
The Audit Committee reviewed the Group's results for the year 2010. EZZEQGRERASE T -TF X
REMUNERATION COMMITTEE FMEES

Pursuant to the requirements of the CG Code, the Company has set up a
Remuneration Committee consisting of three (3) members, one of whom is
an Executive Director, namely Mr Cheng Yoong Choong (Chairman of the
Remuneration Committee), and the other two members are its Independent
Non-executive Directors, namely, Mr Ko Tak Fai, Desmond and Mr Yau Ming
Kim, Robert.

The Remuneration Committee is responsible to review and develop the
Group's policy on remuneration for its Directors (including Executive
Directors) so as to ensure that it attracts and retains the Directors needed
to manage the Company and the Group effectively. Directors do not
participate in decisions regarding their own remuneration.

RIECEERTAINRE  ARARERY
FMEE S mM=Q)BKEMEMNK  Eh—
FRERRNTEFBRELL (FWNEES
TR MBINMEBEKERBILIFRITES
SEEREREHRILE -

FNZEea BRI LFTAREES (8
ERAITES) FMBOR - B RERFT K
FARSI RREMTES  UEREEXR
REARAEE BEBEXT2REBEELSH
PER R B
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The Remuneration Committee shall meet at least once a year and at such
other times as its chairman shall require. During the year under review, the
Remuneration Committee had one (1) meeting held on 16 May 2010 and

the attendances are listed below:

¥YWZEesFAELAM—REE I

R F B R E b A 3 5

G o NOE

FE ¥FHEEERN _T-—ZTFHAATRX
RAR—(NAEH  HEBRAT :

Number of
Meetings Held
During The
Member's Term
of Office
in 2010 Number of
R-Z—ZF Meetings
Name of the Remuneration ZHREEHRA Attended
Committee member FMEEERERA BT 2EBRRE HESBXE
Executive Director: HITEE
CHENG Yoong Choong BRE 1 1
Independent Non-executive Directors: BYEHITES :
KO Tak Fai, Desmond ={EE 1 1
YAU Ming Kim, Robert el 1 1

The Remuneration Committee has reviewed the remuneration policy and
the remuneration packages of the Executive Directors and the senior

management for the year under review.
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The Board of Directors of the Company is pleased to announce the audited
consolidated results of the Company, its subsidiaries, jointly-controlled
entities and an associate for the year ended 31 December 2010.

PRINCIPAL ACTIVITIES

The Company, incorporated with limited liability in the Cayman Islands on
3 August 2005 acts as an investment company. The principal activities of
the Group are the operation and management of a network of department
stores in the PRC. The activities of its principal subsidiaries are set out in
note 15 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2010 are set out
in the consolidated income statement on page 67.

FIXED ASSETS

Changes on the Group's fixed assets are disclosed on note 11 of the
financial statements.

PROPOSED FINAL DIVIDENDS

The Board of Directors recommended the payment of a final dividend
for the year of 2010 of RMBO0.100 (2009: RMBO0.100) in cash per share,
The Company declared and paid an interim dividend of RMB0.060 (2009:
RMBO0.050) in cash per share. On the assumption that the approval is
obtained during the forthcoming annual general meeting for the payment
of the proposed final dividends, the Company shall be paying a full year
dividends of RMB0.160 (2009: RMB0.150) in cash per share for the year
2010, representing approximately 45.5% of the 2010's net profit attributable
to the Group. The final dividend will be paid in Hong Kong dollars, such
amount is to be calculated by reference to the middle rate published by
People's Bank of China for the conversion of RMB to Hong Kong dollars
as at 20 May 2011.

Upon the approval to be obtained from the forthcoming annual general
meeting, the final dividends will be payable on or about 30 June 2011 to
the shareholders whose name appears on the Register of Members of the
Company at the close of business on 20 May 2011.
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SHARE CAPITAL

Details of movements in the Company's share capital for the year ended 31
December 2010 are set out in note 42 to the financial statements.

DIRECTORS

The Directors of the Company as at the date of this annual report are as
follows:

Executive Directors

CHENG Yoong Choong
CHEW Fook Seng

(Managing Director)
(Chief Executive Officer)

Non-executive Director

Tan Sri CHENG Heng Jem (Chairman)

Independent Non-executive Directors

KO Tak Fai, Desmond
STUDER Werner Josef
YAU Ming Kim, Robert

Details of the profile of each member of the Board are set out in the
“Biographies of Directors and Senior Management" section on pages 30
to 35.

In accordance with Article 130 of the Company's Articles of Association, Mr
Cheng Yoong Choong and Mr Werner Josef Studer will retire by rotation
at the forthcoming annual general meeting and, being eligible, will offer
themselves for re-election.

DIRECTORS' SERVICE CONTRACTS

Mr Cheng Yoong Choong and Mr Chew Fook Seng have each entered into
a service contract with the Company on 9 November 2005 under which
they agreed to act as Executive Directors for a term of three years. The
said service contracts were extended for a further period of three years on
9 November 2008. The appointment may be terminated before such expiry
by not less than three months' written notice. Mr Cheng Yoong Choong
will receive an annual Director's fee of HK$150,000 under the service
contract. Mr Chew Fook Seng will receive an annual salary with bonus and
incentive payment at the discretion of the Board and an annual Director's
fee of HK$150,000.
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Tan Sri Cheng Heng Jem has signed a letter of appointment dated 9
November 2008 under which he agreed to act as a Non-executive Director
for a period of three years and will receive an annual Director's fee of
HK$150,000.

Mr Ko Tak Fai, Desmond and Mr Werner Josef Studer have each signed a
letter of appointment dated 7 November 2008 with the Company under
which they agreed to act as Independent Non-executive Directors for the
period of one year and shall continue thereafter subject to a maximum
of three years unless terminated in accordance with the terms of the
appointment letters. Mr Yau Ming Kim, Robert has signed a letter of
appointment dated 27 December 2009 with the Company under which he
agreed to act as Independent Non-executive Director, with the same terms
as the other two Independent Non-executive Directors. The annual Director's
fee for each Independent Non-executive Director is HK$150,000.

Save as disclosed above, none of the Director has, nor is it proposed that
any of them will have, a service contract with the Company or any of its
subsidiaries.

DIRECTORS' INTERESTS IN CONTRACTS OF SIGNIFICANCE

Other than as disclosed under the "Connected Transactions” section below,
no contracts of significance to which the Company, its holding company,
subsidiaries or fellow subsidiaries was a party and in which a Director of the
Company had a material interest, whether directly or indirectly, subsisted at
the end of the year under review or at any time during that year.

COMPETING BUSINESS INTERESTS OF DIRECTORS

As at 31 December 2010, none of the Directors and Directors of the
Company's subsidiaries, or their respective associates had interests in
businesses, other than being a director of the Company and/or its
subsidiaries and their respective associates, which compete or are likely to
compete, either directly or indirectly, with the businesses of the Company
and its subsidiaries as required to be disclosed pursuant to the Listing
Rules, except for the interests held by Tan Sri Cheng Heng Jem in (through
PHB) 5 Parkson branded department stores in the PRC which are managed
by the Group. Details of those 5 Parkson branded department stores are
set out in the prospectus of the Company issued on 17 November 2005. As
mentioned earlier, the Company possessed an option/right of first refusal
to acquire all and any of the 5 Parkson branded department stores as and
when it deems fit.
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DIRECTORS' AND CHIEF EXECUTIVES' INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES

As at 31 December 2010, the interests and short positions of the Directors
and Chief Executives of the Company in the shares, underlying shares and/
or debentures (as the case may be) of the Company or any of its associated
corporations (within the meaning of the Securities and Futures Ordinance
("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 any such Director or Chief Executive
is taken or deemed to have under such provisions of the SFO) or which
were required to be entered into the register required to be kept by the
Company under section 352 of the SFO or which were otherwise required
to be notified to the Company and the Stock Exchange pursuant to the
Model Code, were set out below:

(a) Long positions of Tan Sri Cheng Heng Jem in the share capital of

EERESTHRAERRG REBERH
HNEZRAE
RZE—ZFF+_-_A=+—H ARAE
ERZEEITHABRAARA T sk E 10 MH 5
FE (EEXRBHELBEGD ([FH K
BIEG1]) B - BERG & SREREE
(RERME) AFHE - MAREFE S K
BB EXVERE7 8y S e AR A K Bt
R AR (BEREFEFLBEEK
PIERBKRNEEERAREEFTENER
MORE) s BRARRRIREZEFMAE
1B ZE 352K M B TF B BB 8 M AR 2 KO
B NIRBEESTRIZAERMARD R KR
FIMfEm BoR AT -

(@) FAHEFERNARBBRAS LT

the Company: i
Number and Approximate
Name of Name of Class of Percentage of
Nature of Interest Registered Owner Beneficial Owner Securities Shareholding
HEMtE BREEAERE EREAAERE HEHERERN RESNBEIHL
Corporate interest PRG Corporation Limited ~ PRG Corporation 1,436,800,000 51.12%
(“PRG Corporation") ordinary shares
NRER 1,436,800,000%
Corporate interest East Crest International East Crest 9,970,000 0.35%
Limited (“East Crest") ordinary shares
NEIES 9,970,000%
R
NOTE: MyEE

Tan Sri Cheng Heng Jem, together with his wife, Puan Sri Chan Chau Ha
alias Chan Chow Har, through their interest and a series of companies in
which they have a substantial interest, are entitled to exercise or control the
exercise of more than one-third of the voting power at general meetings
of PHB. Since PHB is entitled to exercise or control the exercise of 100%
of the voting power at general meeting of PRG Corporation through East
Crest, pursuant to the SFO, he is deemed to be interested in both the
1,436,800,000 Shares held by PRG Corporation and the 9,970,000 Shares
held by East Crest in the Company.
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(b)

Long positions of Tan Sri Cheng Heng Jem in the share capital of  (b)
the Company's associated corporations (as defined in the SFO):

FHT B EERNARBREER (O

ERARBFRBAEGRE) BRAP LT

E .
Name of Name of Number and Approximate
Name of Associated Registered Beneficial Class of Percentage of
Corporation Nature of Interest ~ Owner Owner Securities Shareholding
REEEAR EEiME BRBEEAER BEREAER EFHERERN  RESONEIN
PHB Beneficial interest and  Tan Sri Cheng Heng Jem Tan Sri Cheng Heng Jem 551,596,962 50.57%
corporate interest together with Chan together with Chan ordinary shares
Chau Ha @ Chan Chow Chau Ha @ Chan Chow
Har directly, and Har directly, and
through a series of through a series of
controlled corporations controlled corporations
EaEal R e ANREERERES ANEEEREREN 551,596, 9628%
ERNEER  JE BRNEER - B el
BRI LR B RIIREEE
East Crest Corporate interest PHB PHB 1 ordinary share 100%
NG 23 RERR
Parkson Vietnam Corporate interest PHB PHB 2 ordinary shares 100%
Investment Holdings NEER TR
Co., Ltd.
Parkson Properties Corporate interest PHB PHB 2 ordinary shares 100%
Holdings Co., Ltd. NGl 3o WREBR
Prime Yield Holdings Corporate interest PHB PHB 1 ordinary share 100%
Limited REER IRE SRR
PRG Corporation Corporate interest East Crest East Crest 1 ordinary share 100%
RAlER RERR
Parkson Cambodia Holdings ~ Corporate interest East Crest East Crest 1 ordinary share 100%
Co, Ltd. RAlER 1R
Victor Crest Limited Corporate interest East Crest East Crest 1 ordinary share 100%
RElEsR IRERR
Parkson Venture Pte Ltd Corporate interest East Crest East Crest 14,800,000 100%
ordinary shares
NGIE 3 14,800,000/ & &
Serbadagang Holdings Corporate interest East Crest East Crest 2 ordinary shares 100%

Sdn. Bhd.

NGIEE 5

BEER
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Name of Name of Number and Approximate
Name of Associated Registered Beneficial Class of Percentage of
Corporation Nature of Interest ~ Owner Owner Securities Shareholding
REEEERE BEfE BLBERALH BERBERALH EZBERER REMNEIM
Sea Coral Limited Corporate interest East Crest East Crest 1 ordinary share 100%
BRERAR L 23 B
Parkson Corporation Corporate interest East Crest East Crest 50,000,002 100%
Sdn. Bhd. ordinary shares
NSIL 33 50,000,002 & @R
Parkson HCMC Holdings Corporate interest Parkson Vietnam Parkson Vietnam 2 ordinary shares 100%
Co,, Ltd. NGl 3 Investment Investment WL B
Holdings Co., Ltd. Holdings Co., Ltd.
Parkson HaiPhong Holdings  Corporate interest Parkson Vietnam Parkson Vietnam 2 ordinary shares 100%
Co,, Ltd, NEER Investment Holdings Investment Holdings WRE B
Co,, Ltd. Co,, Ltd.
Parkson TSN Holdings Corporate interest Parkson Vietnam Parkson Vietnam 2 ordinary shares 100%
Co,, Ltd, NGl 3o Investment Holdings Investment Holdings R @R
Co,, Ltd. Co,, Ltd.
Parkson Properties NDT Corporate interest Parkson Properties Parkson Properties 2 ordinary shares 100%
(Emperor) Co,, Ltd. NAlER Holdings Co., Ltd. Holdings Co., Ltd. el
Parkson Properties Hanoi  Corporate interest Parkson Properties Parkson Properties T ordinary share 100%
Co, Ltd. AEER Holdings Co., Ltd. Holdings Co., Ltd. REBR
Dyna Puncak Sdn. Bhd. Corporate interest Prime Yield Holdings Prime Yield Holdings 2 ordinary shares 100%
NGl 3o Limited Limited ARE R
Parkson (Cambodia) Co., Ltd  Corporate interest Parkson Cambodia Parkson Cambodia 1,000 ordinary shares 100%
AR Holdings Co., Ltd Holdings Co., Ltd 1,000/ & AR
Wide Crest Limited Corporate interest Victor Crest Limited Victor Crest Limited 1 ordinary share 100%

NGIL: 5
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Name of Name of Number and Approximate
Name of Associated Registered Beneficial Class of Percentage of
Corporation Nature of Interest ~ Owner Owner Securities Shareholding
REEEAR EatE BLBEEAER BREBALH EFREARER  RESHEIM
Qingdao No. 1 Parkson Corporate interest Parkson Venture Pte Ltd Parkson Venture Pte Ltd 116,670,000 95.91%
Co., Ltd. ("Qingdao No. 1") registered capital (In aggregate)
(RMB) (#85H)
EREE-BERARRA  DAlEE 116,670,0007T
(158%—)) EMEAR (AR#)
Serbadagang Holdings Serbadagang Holdings 107,126,394
Sdn. Bhd. Sdn. Bhd. registered capital
(RMB)
107,126,3947C
EMRAE (AR%)
Dalian Tianhe Parkson Corporate interest Serbadagang Holdings Serbadagang Holdings 60,000,000 60%
Shopping Centre Co., Ltd. Sdn. Bhd. Sdn. Bhd. registered capital
(RMB)
RERTERBOTL  ARER 60,000,007
BRRA AMERE (AR%)
Dalian Parkson Retail Corporate interest Sea Coral Limited Sea Coral Limited 40,000,000 100%
Development Co., Ltd. registered capital
("Dalian Shishang") (RMB)
AEBHERBRER QAR BMERAR BMERAH 40,000,0007C
BRAR ([REFH]) AR (AR#)
Parkson Haiphong Co., Ltd. ~ Corporate interest Parkson Corporation Parkson Corporation 12,950,920 100%
Sdn. Bhd. Sdn. Bhd. capital (USD)
RElEs 12,950,9207C
RA& (%7)
Park Avenue Fashion Corporate interest Parkson Corporation Parkson Corporation 250,002 100%
Sdn. Bhd. Sdn. Bhd. Sdn. Bhd. ordinary shares
NIL: 5 250,0021% & @A
Kiara Innovasi Sdn. Bhd. Corporate interest Parkson Corporation Parkson Corporation 3,000,000 60%
Sdn. Bhd. Sdn. Bhd. ordinary shares
NEER 3,000,000 R
Parkson Vietnam Co,, Ltd.  Corporate interest Parkson Corporation Parkson Corporation 10,340,000 100%
Sdn. Bhd. Sdn. Bhd. capital (USD)
NG5 10,340,0007C
RA (%)
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Name of Name of Number and Approximate
Name of Associated Registered Beneficial Class of Percentage of
Corporation Nature of Interest ~ Owner Owner Securities Shareholding
R EEAR EatE BRHEALE BREBALH EHFHERERN  RESOEIM
Idaman Erajuta Sdn. Bhd. ~ Corporate interest Dyna Puncak Sdn. Bhd. Dyna Puncak Sdn. Bhd. 2 ordinary shares 100%
NG $23 WE B
Wide Field International Corporate interest Wide Crest Limited Wide Crest Limited 2 ordinary shares 100%
Limited
NG AREBR
Parkson Vietnam Corporate interest Parkson Vietnam Co., Ltd. ~ Parkson Vietnam 10,000 100%
Management Co,, Ltd. capital (USD)
Services Co., Ltd.
ARER 10,0007
BA (%)
Parkson Hanoi Co., Ltd. Corporate interest Parkson Vietnam Co., Ltd. ~ Parkson Vietnam 3,360,000 70%
Co., Ltd. capital (USD)
NAlER 3,360,007
A (%)
Festival City Sdn. Bhd. Corporate interest Idaman Erajuta Sdn. Bhd.  Idaman Erajuta 500,000 100%
Sdn. Bhd. ordinary shares
NGIE 33 500,000 & B
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(c)

(d)

Name of Name of Number and Approximate

Name of Associated Registered Beneficial Class of Percentage of

Corporation Nature of Interest ~ Owner Owner Securities Shareholding

REEEERE BatE BLERALR BERBRARH EFHERER  RESHEIM

Shenyang Parkson Shopping  Corporate interest Wide Field International Wide Field 40,000,000 100%
Plaza Co., Ltd. Limited International Limited registered capital
("Shenyang Parkson") (RMB)
BEGRRBNESAER  ARER 40,000,0007C
ASIG-3 ) EMRAE (ARH)

Short positions of Tan Sri Cheng Heng Jem in the share capital of  (c)
the Company's associated corporations (as defined in the SFO):

FHETBEERNARBREERE (O
ERLBFRBEGERG) BAS R

E .

Name of Name of Number and Approximate
Name of Associated Registered Beneficial Class of Percentage of
Corporation Nature of Interest ~ Owner Owner Securities Shareholding
REEEERE BEtE BLEAALH BEREEAALH EEBERER RESNESH
PHB Corporate interest Tan Sri Cheng Heng Jem Tan Sri Cheng Heng Jem 40,000,142 3.66%
together with Chan together with Chan ordinary shares
Chau Ha @ Chan Chow Chau Ha @ Chan Chow
Har directly, and through Har directly, and through
a series of controlled a series of controlled
corporations corporations
NG5 REEBERERESN NHZEERERES 40,000,142
ERUEEE R BRNEER R g Ek

BB AR BEE

BB RFIREAE

Long positions of Tan Sri Cheng Heng Jem in the debentures of the  (d)

Company's associated corporations (as defined in the SFO):

On 23 August 2010, the remaining RM228.8 million nominal value
3.50% redeemable convertible secured loan stocks 2007/2010 issued
by PHB ("RCSLS") were converted into 57,200,000 new ordinary
shares of RM1.00 each in PHB at the conversion price of RM4.00
nominal amount of the RCSLS for every new ordinary share of

RM1.00 each in PHB.

FHET B EERN AR BREEE (O
ERARBFRBPEKRD) BHFPHOLT

2

R-ZE—ZFFN\A-+=H "  HPHB
1T R & T M {B228,800,00055 2K 78
GDEHEIEEN_ZTT+F =
T-TFAELRABREERES
([AJEETREREERES]) @i
/$57,200,000% F AR E{E1.0055 2R 7 28
TEBRPHBE AR (D - BHEEIRE
AHEE4SERALTZEFNAIED
ARk ERESER-REREE
1.00F5 R T H FHIPHBE @AR (D ©
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(e)  Long positions of Cheng Yoong Choong in the share capital of the  (e)  $ELERAATRANITE

Company:
Approximate
Number and Percentage of
Nature of Interest Name of Beneficiary Subject Matter Class of Securities Shareholding?
EEME RHEAER AR EFHARER RESNEIH
Beneficial interest Cheng Yoong Choong Option to subscribe 1,125,000 0.04%
for shares’ ordinary shares
Bafat Bk RIERD BB AR 1,125,0000% F @ A%
NOTES: BYEE -
1. Offer was made on 1 March 2010 pursuant to the Share Option 1. BER=_ZEZRF+—A 715 Fﬁ
Scheme adopted on 9 November 2005. R ERETE MR _Z
FZA—BEEED -
2. Based on the issued and paid up share capital of the Company as 2. BAQNRARZZT—ZTF+A=
at 31 December 2010. T—HBETREHRARELE -

(f) Long positions of Cheng Yoong Choong in the share capital of the  (f) FERENARNTREEE (FRRF

Company's associated corporations (as defined in the SFO): FHRHEGD) BAF R TR
Name of Name of Number and Approximate
Name of Associated Registered Beneficial Class of Percentage of
Corporation Nature of Interest ~ Owner Owner Securities Shareholding
REEEERE BEME BLERALHE BERRRALHE EZBERER REMNEIH
PHB Beneficial interest Cheng Yoong Choong Cheng Yoong Choong 5,967,550 0.54%
ordinary shares
EnkEn ERE EE 5,967 5501 & B

() Long positions of Chew Fook Seng in the share capital of the (g)  ERERARABRAHLEAR

Company:
Approximate
Number and Percentage of
Nature of Interest Name of Beneficiary Subject Matter Class of Securities Shareholding?
EmE ZHmARH RE EHBEARER BRESAOEI
Beneficial interest Chew Fook Seng Option to subscribe 1,253,000 0.04%
for shares’ ordinary shares
Ba#sm A a2 BB B 1,253,0000% & i ik
NOTES: B R
1. Offer was made on 1 March 2010 pursuant to the Share Option 1. RER_ZTRFE+—ANLBM
Scheme adopted on 9 November 2005. KO BERES MR- —=F
F=ZA—BEEMHELD -
2. Based on the issued and paid up share capital of the Company as 2. ?Tzzliﬁﬁjﬁ’t\_:%**;ﬁﬁf A=
at 31 December 2010. T—HBETREHRARELE -
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Long positions of Ko Tak Fai, Desmond in the share capital of the  (h)
Company:

SIEERNARRRAPIE

Approximate

Number and Percentage of
Nature of Interest Name of Beneficiary Subject Matter Class of Securities Shareholding?
EEME RHEAER AR EFHEARER RESNEIH
Beneficial interest Ko Tak Fai, Desmond Option to subscribe 75,000 Less than 0.01%

for shares’ ordinary shares

BEantgEs =i REROEEBIRE  750000% @A L H20.01%
NOTES: Byt
1. Offer was made on 1 March 2010 pursuant to the Share Option 1. BIER-_ZZERF+—A 7‘L =i Fﬁ

Scheme adopted on 9 November 2005.

2. Based on the issued and paid up share capital of the Company as
at 31 December 2010.

Long positions of Werner Josef Studer in the share capital of the  (j)
Company:

RANBREFEMN -F
F=A—BEHNEL -

2. BRARAR-_ZE-—ZF+ A=
TREBETREHRANREE -

Werner Josef StuderfA KA B i& AN A 4F
AN .
E .

Approximate

Subject Matter/ Number and Percentage of

Nature of Interest Name of Beneficiary Name of Beneficial Owner Class of Securities Shareholding?

ERME RHAER RE/BREEAEE EHFBARERN KREBVBEIL?

Beneficial interest Werner Josef Studer Option to subscribe 75,000 Less than 0.01%
for shares’ ordinary shares

BxnEn R 7 BB AL 75,000% & @R DF0.01%

Beneficial interest Werner Josef Studer Werner Josef Studer 60,000 Less than 0.01%
ordinary shares

ExkEn 60,000 % 38 A% D100.01%

NOTES: MyEE
1. Offer was made on 1 March 2010 pursuant to the Share Option 1. BER-_ZEERAF+—ANBFA

Scheme adopted on 9 November 2005.

2. Based on the issued and paid up share capital of the Company as
at 31 December 2010.

ROBREFEMN_F—F
FZA—BFHNEL -

—FE+-f=
SR

2. BAEARARZ
+T—HBEEY
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() Long positions of Werner Josef Studer in the share capital of the

G) Werner Josef StuderPA AN RIARE A B

Company's associated corporations (as defined in the SF0): (TERBAENHBEEM) BEAFH
R
Name of Name of Name of Number and Approximate
Associated Nature of Registered Beneficial Class of Percentage of
Corporation Interest Owner Owner Securities Shareholding
HEEEAE EaEnE BREEAEE BEREEAERE RFHEREN RESOBEIL
PHB Beneficial interest ~ Werner Josef Studer Werner Josef Studer 103,284 Less than 0.01%
ordinary shares
BatEnm 103,284% & A% D720.01%

(k) Long positions of Yau Ming Kim, Robert in the share capital of the
Company:

k) EHIRARBRARLERE

Approximate

Number and Percentage of
Nature of Interest Name of Beneficiary Subject Matter Class of Securities Shareholding?
EEtE EHEAER AR EFHEARER RESNEIH
Beneficial interest Yau Ming Kim, Robert Option to subscribe 75,000 Less than 0.01%

for shares’ ordinary shares

Bt R R RO B 75,000/ % 8 A% 4 520.01%
NOTES: By &L
1. Offer was made on 1 March 2010 pursuant to the Share Option 1. BER-_ZEERE+—AFNBAA

Scheme adopted on 9 November 2005.

2. Based on the issued and paid up share capital of the Company as
at 31 December 2010.

Save as disclosed above, as at 31 December 2010, none of the Directors
or Chief Executives of the Company had any interests or short positions
in the shares, underlying shares and debentures of the Company and
its associated corporations (within the meaning of Part XV of the SFQ)
which are 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
or short positions which they were taken or deemed to have under such
provisions of the SFO), or are required, pursuant to Section 352 of the SFO,
to be entered in the register referred to therein, or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model Code.

PARKSON RETAIL GROUP LIMITED B X P ¥ R E AR A R)

R BREAE NN T —F
FZA—HEHHEDY -

2. £ /N DS —EF+-RA=
TRAEETREHRANREE -

BREXFEEEIN RZE—FF+HA
=t—HB  ARASEFTIRHTHAER
*E%,EE/Q\ZK j&ﬁﬁﬂw/il (E%—Eﬁ %_‘&
ﬂiﬂl%%%xvuﬁ) BORR 10 - FERARR D N &4
- EREAIRE R 5 LIS RO EXvV
45%7&8“*/,\55DA$ CISE 280k
mI AR (BREBEIEFRAERINZE
EX R EREEIRRIEREROERIOK
B) > HREZH L E G E3521EET
ANZIGFriE SR MAMERSOAR - K
BEBEFETAANG AR A KB THE
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SUBSTANTIAL SHAREHOLDERS' INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES

As at 31 December 2010, so far as the Directors are aware, each of the
following persons, not being a Director or Chief Executive of the Company,
had interests and short positions in the Company's shares which falls to
be disclosed to the Company and the Stock Exchange under the provisions
of Divisions 2 and 3 of Part XV of the SFO:

E 2 RRARAD KB R R s I K

mp Hi

R-ZE—ZEF+_F=+—8 " BEEA
M UATEAL (WEARREELRERTT
BAB) RARRBRDF AR AR
EREFHFRBAEKRMIEXVIFE 2R EID
AR R MBI EE

Percentage of

Long/Short shareholding
Name of Shareholder Positions Nature of Interest Number of Shares (direct or indirect)
ERBESH
BERERE BE KE EEHHE RAEAR (EE=MEE)
PHB Long Corporate interest 1,446,770,000 (Note 1) 51.47%
e NEIE (BFzE1)
PRG Corporation Long Beneficial interest 1,436,800,000 (Note 1) 51.12%
Sy ot & (F5E1)
Puan Sri Chan Chau Ha alias Long Interest of spouse 1,446,770,000 (Note 2) 51.47%
Chan Chow Har
HE it (R e (Pf5E2)
JPMorgan Chase & Co Long Beneficial interest, 339,162,624 (Note 3) 12.06%
Investment manager
and Custodian
[§5-) EmiEm » RELE (FfF7E3)
FIRE A
Short Beneficial interest 3,560,184 0.12%
KB EmiEsm
NOTES: MiaE
1. PRG Corporation is a wholly-owned subsidiary of East Crest which in turnis 1. PRG Corporations&Fast Crestfy 2 & M /&

wholly-owned by PHB. By virtue of the SFO, PHB is deemed to be interested
in the Shares held by PRG Corporation in the Company.

Puan Sri Chan Chau Ha alias Chan Chow Har is the wife of Tan Sri Cheng
Heng Jem and is deemed to be interested in 1,446,770,000 Shares which
Tan Sri Cheng Heng Jem is deemed to be interested in for the purposes of
the SFO.

The capacities of JPMorgan Chase & Co. in holding the 339,162,624 Shares
(Long position) and 3,560,184 Shares (Short position) were as to 10,721,199
Shares (Long position) and 3,560,184 Shares (Short position) as beneficial
owner, 158,986,941 Shares (Long position) as investment manager and
169,454,484 Shares (Long position) in the lending pool as custodian. The
interest of JPMorgan Chase & Co. was attributable on account through a
number of its wholly-owned subsidiaries.

X&) v fMEast CrestX FAPHBE B # A& °
ERFEHREE KA - PHBE AR /ERPRG
CorporationfE AN RIS B IR 0 HE B 1

N9
s o
o

2. BHERMNEANNBEEEIRNET
ERFBHFRBEKD  WEEEE A
BB RER AR R R1,446,770,000
AERR (7 i 2 o

3. JPMorgan Chase & Co.fT#5 45 2 339,162,624
RER%AD (4F &) K23,560,184H8 A% 1H G &)
fo10,721,1998% B& 19 (47 &) 53,560,184
A (RBE) RABERBEASNE
B ' 158986941 % 5 ({7 &) NIKEK
B M AE 0 M169,4544840% A% 10 (4F
B) IAREAZ BB ZERIBMG -
JPMorgan Chase & Co.Z #m JyiBEBEZ K
2ENBRATIALR °
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As at 31 December 2010, as far as the Directors are aware, each of the
following persons, not being a Director or Chief Executive of the Company,
was directly or indirectly interested in 10% or more of the nominal value
of any class of share capital carrying rights to vote in all circumstances at
general meeting of a member of the Group other than the Company:

R-E—ZEF+_F=+—8 " BEEA
M UATEAL (WIEARREELRDTT
BAE) BERSHERBERARTINRE
BT R 8 A " 28R AR AS (B 4 F mT 72
EABERTRREARE ERE) EmE10%3K
LA E#EES

Percentage
of equity

Substantial Shareholder Member of the Group interest held
FERR rEERE QT BFEREBRDL
Xinjiang Youhao' Xinjiang Parkson 49%
BRI #oE A K
Wuxi Sunan? Wuxi Parkson 40%
B %R B85 B A%
Chongging Wanyou?® Chongging Parkson 30%
BEER =)o
Guizhou Shengi Enterprise* Guizhou Parkson 40%
S HEE: EMAR
Shanghai Nine Sea Industry Shanghai Lion Property® 71%
EENABEZE EFETRYES
Shanghai Nine Sea Industry Shanghai Nine Sea Parkson® 29%
EENBEZE FENERRS
NOTES: By &E -
1. Xinjiang Friendship (Group) Co., Ltd., owns 49% of the equity interest of 1. FER (EE) ERAGHABEHER

Xinjiang Youhao Parkson Development Co., Ltd. ("Xinjiang Parkson").

2. Wuxi Sunan Investment Guarantee Co., Ltd., owns 40% of the equity interest

of Wuxi Sanyang Parkson Plaza Co., Ltd. ("Wuxi Parkson").

3. Chongging Wanyou Economic Development Co., Ltd., owns 30% of the
equity interest of Chongging Wanyou Parkson Plaza Co., Ltd. (“Chongging
Parkson").

4. (i) Guizhou Shengi Enterprise, owns 40% of the equity interest of

Guizhou Parkson.

(i) Zhang Pei, Zhang Zhi Jun and Zhang Ya, own 30%, 40% and 30%
of the equity interest in Guizhou Shengi Enterprise, respectively,

representing a 12%, 16% and 12% indirect equity interest in

Guizhou Parkson.
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5. Shanghai Lion Property is a cooperative joint venture enterprise established
under the laws of the PRC between Shanghai Nine Sea Industry Co., Ltd.
("Shanghai Nine Sea Industry") and Exonbury Limited (“Exonbury”), a wholly-
owned subsidiary of the Company. Shanghai Nine Sea Industry is entitled
to 71% of the voting rights in the board of Shanghai Lion Property and
65% of its distributable profits. The Group is entitled to 29% of the voting
rights in the board of Shanghai Lion Property and 35% of its distributable
profits.

6. Shanghai Nine Sea Parkson Plaza Co., Ltd. (“Shanghai Nine Sea Parkson")
is a cooperative joint venture enterprise established under the laws of
the PRC between Shanghai Nine Sea Industry and Exonbury. Shanghai
Nine Sea Industry is entitled to 29% of the voting rights in the board of
Shanghai Nine Sea Parkson and a pre-determined distribution of income
from Shanghai Nine Sea Parkson. The Group is entitled to 71% of the
voting rights in the board of Shanghai Nine Sea Parkson and 100% of its
distributed profit after deducting the aforesaid pre-determined distribution
of income attributable to Shanghai Nine Sea Industry.

Save as disclosed above and so far as the Directors are aware, as at 31
December 2010, no other person had an interest or short position in the
Company's shares or underlying shares (as the case may be), which would
fall to be disclosed to the Company and the Stock Exchange under the
provisions of Divisions 2 and 3 of Part XV of the SFO, or was otherwise
directly or indirectly interested in 10% or more of the nominal value of
any class of share capital carrying rights to vote in all circumstances at
general meetings of any member of the Group.

SHARE OPTIONS SCHEME

On 10 January 2007, a total of 8,188,950 share options were granted to
482 eligible employees at nil consideration and with an exercise price of HK
$36.75 per share pursuant to an employee share option scheme adopted
on the 9 November 2005. The Company's shareholders had on 4 July 2008
approved the subdivision of every existing share of HK$0.10 in the Company
into 5 new subdivided shares of HK$0.02 each, which subsequently took
effect on 7 July 2008 (“Share Subdivision"). In conjunction therewith, on
7 July 2008, each outstanding share option of the Company had been
adjusted to 5 share options and the exercise price had been adjusted to
HK$7.35 per share.

The 5,955,600 share options (29,778,000 share options after taking effect
of the Share Subdivision) granted under Lot 1 are exercisable from 24
January 2007 to 23 January 2010 and have no other vesting conditions.
The 2,233,350 share options (11,166,750 share options after taking effect of
the Share Subdivision) granted under Lot 2 are exercisable from 2 January
2008 to 1 January 2011 and required an employee service period until 2
January 2008.

3 LEeMYWERBLBENEEXBRA
ALEENEEX] REBREENE
R ([HEEN] - ARF2ERB A
A BBEFRBUEREN I EIEEERE -
FENEEEXBRELESMMEESTE
710038 SE4E R 6500 0] (0 K i Fl| o ANEE
BB LESMYEESTEWREERE
359 A (2 EKE T ©

6. EENEERESBRAR ([LENE
AR AR LEBNEEERSRL IR
BREEERINEECELE - £F
NEEERE LS NEERESZE2%0%
ZRLEBABAEBKRANETSIR
RIB LG EER EBNEEENTEE
PEREFE  AEEELESNLEERE
EEEA7 10 EE R E10002 9K &
F o

Br EXFTIEEEN  BESHM R
—ZTF+-_A=+—H #HEHMALR
AAalRsE@RD (RiEAME) F -
HEEMIRIEE S KB E R EXVEBE2
N353 EBZE N AN 5] Ko B 22 T O A 2 oA
B R ERAEERELAEBREMAKER
AMEATRR BB (B3 F AT 1B 0 TRV AR
HAE FRE) mE10003, A FHIRERS -

AR RESTE

RZZBEZE+LF—A+H ARERER=
EERF+—ANBEMANESERES
g UERERITEETAR36.758 TT[M482
HEEREEBIR LA ££8,188 95010 BB AR #E -
AARIBRERR_ZZENFEAMBE &S
F—BRARFSREEI0BTHNIRE KRG
P A AL T A E E0.0278 T FT A 1D » 3%
iR ABEER —_EEN\FEAEtHEMX
([ FE) - BERYL RZZFTZTNF
+tA+tH ' ARAERITENST 5 ERE
EEFAESHERE  METEED AR
ZE MB35 T o

% — L3R #95,955,60017 B A% 7 (AR P10 #F
4 H 3 £ 1% 529,778,00010 BE AR KE) AT A —
EEA+F—HA-_+WNBEE-_ET—ZTF—A
T+ =ZHHMTEREEGEBIEY - £
TR 1 892,233,35010 BB AR AE (4R D B 4
RIFAEE & A11,166, 75010 BB IE) AT = F
ENF-—AZBE-_ZE—F—A—B8H
MiTE REEENREFHEAEE-Z
ENF—AZHAIL-
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On 1 March 2010 (“the grant date"), a total of 15,821,000 share options
were granted to 544 eligible Directors and employees at nil consideration
and with an exercise price of HK$12.44 per share ("Lot 3"). Total share
options were vested at the Grant Date, the expiration dates for the share
options are three years from 1 April 2010.

Further information of the share options granted are set out below:

Share options

R-ZZE—ZTF=AF—B((®KHBABA] &
REIAERERITEEGRI244B TR
SMBZAEEBREEREERLERES R
15,821,00017 (=4t ]) - 2 WERERE
THEB ZEEREZERBHAEHA -
T-TFENA—HBF=F -

BRARLBRENEMERFIINT

Share options
outstanding

Share options  Share options  as at the end

Exercise Period granted lapsed exercised of 2010
R-Z2-2F
RHERE 3 BiTE FEMRTHE
TS BB BREHE BREHE MNBRERE
Lot 1 24 Jan 2007 - 23 Jan 2010 29,778,000 21,500 263,000 -
E—#t —ETHF-AZTHmAZRE
—E-ZETF—-HA=+=H
Lot 2 02 Jan 2008 - 01 Jan 2011 11,166,750 33,250 2,355,250 106,500
E-H —_EENF-HAZRAZE
—T——%—A—H
Lot 3 01 Apr 2010 - 31 Mar 2013 15,821,000 49,000 540,500 15,231,500
F=Ht —E-TFHA—HZE
—E-=F=HA=+—H
56,765,750 103,750 3,158,750 15,338,000

The fair value of the options granted is estimated at the date of grant
using a Black-Scholes-Merton option pricing model, taking into account
the terms and conditions upon which the options were granted.

PARKSON RETAIL GROUP LIMITED B X I ¥ £ E AR A A

EREERENAFEIRAREBFER
Black-Scholes-MertonHi#E F BE R (H5T (B
ZER D BREMERIEHE) 5 -



DIRECTORS' REPORT
FEERsE

CONNECTED TRANSACTIONS

The following sets out details of certain connected transactions of the
Group.

Continuing Connected transaction
Deed of Non competition

A deed of non-competition was entered into between Lion Diversified
Holdings Berhad (“LDHB") and the Company on 10 November 2005
(supplemented and amended on 18 September 2007), under which LDHB has
undertaken not to engage, other than through the existing managed stores,
in any business of the retail trade in merchandise in department stores,
supermarkets, hypermarkets, convenience stores, specialty merchandise
stores, supercentres and category killers in the PRC, Hong Kong, Macau and
Taiwan. Pursuant to a reorganization scheme undertaken by LDHB, LDHB
had agreed to consolidate most of its retail business (including most of
its existing managed stores in the PRC) into PHB. In light thereof, PHB has
entered into an identical deed of non-competition with the Company on
18 September 2007 with respect to those managed stores acquired from
LDHB. In conjunction therewith, LDHB has granted an indemnity in favour
of the Company which will be invoked if PHB fails to fulfill its obligation
under the aforesaid deed of non-competition dated 18 September 2007.

The principal business of LDHB is in operating department stores. Other
activities include manufacturing and selling computer and related products,
developing property, investment holding and other. PHB is a substantial
shareholder of the Company and therefore a connected person of the
Company. Both PHB and LDHB are members of The Lion Group which
is ultimately controlled by Tan Sri Cheng Heng Jem and hence, LDHB is
a connected person of the Company. Save for Tan Sri Cheng Heng Jem
and Cheng Yoong Choong who have material interest in the aforesaid
transaction, none of the directors have a material interest in the aforesaid
transaction and need to be abstained from voting in respect thereof. Both
Tan Sri Cheng Heng Jem and Cheng Yoong Choong are deemed interested
in the aforesaid transaction and have been abstained from voting in any
of the resolutions in relation to the aforesaid transaction.

Trademark license agreement

A trademark license agreement was entered into between Shanghai Lion
Investment (an indirect wholly-owned subsidiary of the Company) and
Parkson Corporation on 9 November 2005, pursuant to which Parkson
Corporation granted to Shanghai Lion Investment an exclusive license to
use certain trademarks, including the “Parkson" and "Xtra" trademarks for
a term of 30 years at the license fee of RMB30,000 per store per annum.

HEXZ

TXHINAEENE TRER ST °

BERERS

Tt F R
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Parkson Corporation is a wholly-owned subsidiary of PHB (and hence an
associate of PHB) and its principal activity is retail. None of the directors
have a material interest in the aforesaid trademark license agreement and
need to be abstained from voting in respect thereof.

Pursuant to the trademark license agreement, Shanghai Lion Investment has
the right to sub-license the use of trademarks to other entities. Shanghai
Lion Investment has entered into a trademark sub-license agreement with
each of the stores under The Lion Group as follows:

Sub-licensee

BRUEAA

BERTCEAPHBNZEHB AR (At A
PHBRIEEEEA) - EZTBEXEK AT E - &
EER LB ERTHEPIREERNR
WA RERE -

REBERFHE LENEREFES
MEGEEXE TEHRERRSE - &M
BRECKESMEBETEAE/ER L
PSR A IR 175

Date of the trademark sub-license agreement

ANBERERBFIHENE D

- Qingdao No. 1 EEFH—

el

9 November 2005 —EZRF+— AN H

- Yantai branch of Qingdao No. 1 EEE—BAD AR 9 November 2005 —EZTRF+—ANA

- Dalian Shishang A3 4
- Shenyang Parkson J&B5 & B

9 November 2005 —ZEZRF+— AN H
9 November 2005 —EERF+—A LA

CONTINUING CONNECTED TRANSACTIONS EXEMPT FROM ¥ EREXSZERGEITHEIREHE
INDEPENDENT SHAREHOLDERS' APPROVAL REQUIREMENT

Lease Agreement

(A)

Lease arrangements between Chongqing Parkson and Chongging
Wanyou

Chongging Parkson entered into two leases with Chongging Wanyou
(a 30% substantial shareholder of Chongging Parkson and therefore,
a connected person of the Company) on 23 January 1996 and 20
September 2000 pursuant to which Chongging Wanyou agreed
to lease premises of a total floor space of approximately 10,800
sg.m. located at No. 77 Chang Jiang Er Road, Tai Ping Yu Zhong
District, Chongging to Chongqging Parkson to be used as its place
of business.

The principal business of Chongging Wanyou is automotive sales
and real estate development. Although it is a connected person of
the Company, none of the directors have a material interest in the
aforesaid lease arrangements and need to be abstained from voting
in respect thereof.
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(B)

The term of each lease is 20 and 25 years respectively. Annual rentals
for both leases are calculated at the higher of (a) the basic rent and
(b) the turnover rent. For the first lease, the basic rent for the first
three years was RMB2,800,000, thereafter subject to an annual 3%
increment (capped at RMB6,000,000). For the second lease, the basic
rent for the first three years was RMB500,000, thereafter subject to
an annual 3% increment (capped at RMB1,000,000). The combined
turnover rent for both leases is calculated at 3% of Chongging
Parkson's annual turnover.

For the year ended 31 December 2010, the aggregated rental
amount paid by the Group to Chongging Wanyou amounted to
RMB5,042,438, which is lower than the estimated annual cap
of RMB8,000,000 for the corresponding year as disclosed in the
Announcement dated 22 February 2010.

Lease arrangements between Guizhou Parkson and Guizhou Huawei
and between Guizhou Parkson and Guizhou Shenqi Commercial

Guizhou Parkson entered into a lease with Guizhou Huawei on 28
August 2002 pursuant to which Guizhou Huawei agreed to lease
the premises of a total gross floor space of 20,826 sq.m. located at
No. 118 Zhonghua Middle Road (also known as “No. 117 Zhonghua
Middle Road"), Guiyang, Guizhou to Guizhou Parkson to be used as
its place of business. The principal business of Guizhou Huawei is
in real estate development and property management.

The term of the lease is 20 years from the commencement of
business. The annual rent comprises of two components:

a) 2% of the annual turnover for the part of the premises
where jewellery and home appliances are sold and where
the supermarket is located; and

b) 5.5% of the annual turnover for other parts of the
premises.

On 14 June 2007, Guizhou Parkson entered into a lease with
Guizhou Shengi Commercial whereby Guizhou Parkson agreed to
lease the premises of a total gross floor space of 14,118.8 sg.m.
located at No. 38, Zhonghua Middle Road, Guiyang, Guizhou to
Guizhou Parkson to be used as its place of business.

(B)
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The term of the lease is 20 years. The annual rent is based on the

higher of:
a) Fixed sum of RMB5 million; and
b) 2% of the GSP from gold, jewellery, electrical appliances

and merchandises from the super market plus 6% of the
GSP from other merchandises;

subject to a maximum cap of RMB15 million. Further details of the
lease are set out in the Announcement dated 14 June 2007.

Both Guizhou Huawei and Guizhou Shengi Commercial are

connected persons to the Company for the following reasons:

i) Guizhou Huawei

Zhang Pei, Zhang Zhi Jun and Zhang Ya jointly own
309% of the registered capital of Guizhou Huawei.

Zhang Pei, Zhang Zhi Jun and Zhang Ya also jointly
own 100% equity interest in Guizhou Shenqi
Enterprise, a 40% substantial shareholder of Guizhou
Parkson.

i) Guizhou Shengi Commercial

PARKSON RETAIL GROUP LIMITED & B% P %

Guizhou Shengi Enterprise and Guizhou Baigiang
own 49% and 51% equity interest in Guizhou Shengqi
Commercial respectively.

As mentioned above, Zhang Pei, Zhang Zhi Jun
and Zhang Ya jointly own 100% equity interest
in Guizhou Shengi Enterprise, a 40% substantial
shareholder of Guizhou Parkson.

Zhang Pei and Zhang Ya jointly own 100% of Guizhou
Baigiang.
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Accordingly, both Guizhou Huawei and Guizhou Shengi Commercial
are associates to Guizhou Shengi Enterprise, a substantial
shareholder of Guizhou Parkson and a connected person to the
Company. Hence, both Guizhou Huawei and Guizhou Shenqi
Commercial are connected persons to the Company.

Further, as the ultimate shareholders of Guizhou Huawei and
Guizhou Shengi Commercial are identical, the two lease agreements
mentioned above are to be aggregated and treated as one continuing
connected transaction pursuant to Rule 14A.25. Nevertheless, none
of the directors have a material interest in the aforesaid lease
arrangements and need to be abstained from voting in respect
thereof.

For the year ended 31 December 2010, the aggregate rental
amount paid by the Group to Guizhou Huawei and Guizhou Shengi
Commercial amounted to RMB21,623,679, which is lower than the
maximum annual cap of RMB25,000,000 for the corresponding year
as disclosed in the Announcement dated 22 February 2010.

Lease arrangement between Xinjiang Parkson and Xinjiang Youhao

Xinjiang Parkson entered into a lease with Xinjiang Youhao (a
490 substantial shareholder of Xinjiang Parkson and therefore, a
connected person of the Company) on 15 November 2002 pursuant
to which Xinjiang Youhao agreed to lease premises of a total gross
floor space of 67,507 sq.m. located at No. 30 Youhao South Road,
Urumgi, Xinjiang Autonomous Region to Xinjiang Parkson to be
used as its place of business. The principal business of Xinjiang
Youhao is retail operation. Although it is a connected person of
the Company, none of the directors have a material interest in the
aforesaid lease arrangements and need to be abstained from voting
in respect thereof.

The term of the lease is 20 years. The annual rental amounts
for the periods from 1 January 2003 to 31 December 2003 and
1 January 2004 to 31 December 2004 were RMB21,500,000 and
RMB23,750,000 respectively. For the period from 1 January 2005
to 31 December 2012, the annual rent will be RMB25,000,000.
Thereafter, the rent will be negotiated between the parties based
on a formula taking into consideration the PRC consumer price
index.
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(D)

For the year ended 31 December 2010, the rental amount paid by
the Group to Xinjiang Youhao amounted to RMB24,762,494, which
is lower than the estimated annual cap of RMB26,000,000 for the
corresponding year as disclosed in the Announcement dated 22
February 2010.

Management consultancy agreements with The Lion Group

Shanghai Lion Investment currently provides and will continue
to provide management consultancy services to the following
Managed Stores owned and controlled by certain members of The
Lion Group pursuant to the following management consultancy

(D)

HE-_Z—ETF+_A=+—HIF
IE $%l§zﬁ%ﬁ§g7;ﬂz¥m$ﬂfﬁ%§
B ANERB24762,4947T C A A
T-TFE A -+ -HAOAGREE
MERFENGBTFELRARK
26,000,0007C A1E o

5 W5 B YA A B FE ek
BETIFAETE RS DEMER
ﬁEEH%TEf/\Iﬂﬂ%%%ETIET\nDu EEEHE
BTeMEBETKERRMER K
EHIBA T ERE

agreements:

Date of the management

Members of The Lion Group consultancy agreement

EREBEE QT BHEEHEEZEAY
Qingdao No. 1 1 October 2005
55%— —ZEERFTHA—H

Yantai branch of Qingdao No. 1 10 September 2005

EBFE—EEHRA —ZETRhFAATHE
Dalian Shishang 1 May 2005

RIS 1] —ZTThFHA—H

28 November 2003
—ET=F+—HAZ+ B

Shenyang Parkson
ES B R
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Services provided include consultancy on product development,
financial advice, marketing and human resources management. An
annual management fee based on a fixed percentage of the net
sales of the relevant store is payable to Shanghai Lion Investment.
The term of each management consultancy agreement is 10 years.

The above-mentioned members of The Lion Group are the
subsidiaries of PHB, a substantial shareholder of the Company
and thus, a connected person of the Company. PHB is member of
The Lion Group which is ultimately controlled by Tan Sri Cheng
Heng Jem and hence, The Lion Group is a connected person of
the Company. Save for Tan Sri Cheng Heng Jem and Cheng Yoong
Choong who have material interest in the aforesaid management
consultancy agreements, none of the directors have a material
interest in those management consultancy agreements and need
to be abstained from voting in respect thereof. Both Tan Sri Cheng
Heng Jem and Cheng Yoong Choong are deemed interested in those
management consultancy agreements and have abstained from
voting in any of the resolutions in relation to those management
consultancy agreements.
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For the year ended 31 December 2010, the management fees received
for the provision of such services amounted to RMB7,627,838,
which is lower than the estimated annual cap of RMB12,000,000
for the corresponding year as disclosed in the Announcement 22
February 2010.

The annual caps for the year ended 31 December 2010 in relation to
the abovementioned lease arrangements and management consultancy
agreement are less than 5% threshold in respect of the applicable
percentage ratios under Rule 14A.34 of the Listing Rules. Details of the
relevant annual caps for the aforesaid continuing connected transactions
are set out in the Company's announcement dated 22 February 2010.

The above constitute continuing connected transactions under Chapter
14A of the Listing Rules and a waiver from strict compliance with the
disclosure and/or shareholders' approval requirements under Chapter 14A
of the Listing Rules has been granted by the Stock Exchange.

The Directors (including the Independent Non-executive Directors) have
reviewed and confirmed that the above continuing connected transactions
were:

(i) carried out in the ordinary and usual course of business of the
Company;

(i) carried out on normal commercial terms or on terms no less
favourable than those available to or from independent third
parties; and

(i) in accordance with the relevant agreements governing them on
terms that are fair and reasonable and in the interests of the
shareholders of the Company as a whole.

Save as disclosed above, the auditors of the Company have confirmed that
the above transactions have been approved by the Board of Directors and
did not exceed the respective caps stated in the Company's announcement
dated 22 February 2010.

PURCHASE, SALE OR REDEMPTION OF LISTED SHARES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed interest in any of the Company's listed shares during the year.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company's Articles
of Association although there are no restrictions against such rights under
the laws of the Cayman Islands.
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EMOLUMENT POLICY AND PENSION SCHEMES

The Group recognises the importance of good relationships with employees.
The remuneration payable to employees includes salaries and allowance/
bonuses.

The Group also has made contributions to the staff related plans or funds
in accordance with the local regulations of the PRC: pension plans, medical
insurance, unemployment insurance, work-related injury insurance and
maternity insurance.

The Group has been advised by its legal advisers on PRC law that the above
arrangements are in compliance with all relevant laws and regulations.

MAJOR CUSTOMERS AND SUPPLIERS

As the Group is principally engaged in retail sales, none of its customers
and suppliers accounted for more than 5% of its turnover in year ended
31 December 2010. None of the Directors or shareholders who owned 5%
or more of the issued shares capital of the Company as at 31 December
2010 or any of their respective associates held any interest in any of the
five largest customers and suppliers of the Company for the year ended
31 December 2010.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout the
period from the date of listing of shares to 31 December 2010.

CORPORATE GOVERNANCE REPORT

Details of the Company's corporate governance practices are set out in the
"Corporate Governance Report" under this annual report.

SUBSEQUENT EVENTS

Details of significant events occurring subsequent to 31 December 2010
are set out in note 46 to the financial statements.

AUDITORS

Ernst & Young retire, and being eligible, offer themselves for re-appointment.
A resolution will be proposed at the forthcoming annual general meeting
to re-appoint Ernst & Young as auditors of the Company.

On behalf of the Board
Cheng Yoong Choong
Managing Director

21 February 2011
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INDEPENDENT AUDITORS' REPORT
B ZHENRE S

Ell ERNST & YOUNG
=2 ik

=
18th Floor

Two International Finance Centre
8 Finance Street, Central

Hong Kong

TEL: (852) 2846 9888

FAX: (852) 2868 4432

To the shareholders of Parkson Retail Group Limited
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Parkson Retail
Group Limited (the "Company") and its subsidiaries (together, the "Group”)
set out on pages 67 to 176, which comprise the consolidated and
company statements of financial position as at 31 December 2010,
and the consolidated income statement, the consolidated statement of
comprehensive income, the consolidated statement of changes in equity
and the consolidated statement of cash flows for the year then ended,
and a summary of significant accounting policies and other explanatory
information.

DIRECTORS' RESPONSIBILITY FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with International Financial Reporting Standards issued by the
International Accounting Standards Board and the disclosure requirements
of the Hong Kong Companies Ordinance, and for such internal control
as the directors determine is necessary to enable the preparation of
consolidated financial statements that are free from material misstatement,
whether due to fraud or error.
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AUDITORS" RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit. Our report is made solely to you, as a body,
and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditors' judgement, including
the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those
risk assessments, the auditors consider internal control relevant to the
entity's preparation of consolidated financial statements that give a true
and fair view in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well
as evaluating the overall presentation of the consolidated financial
statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Company and of the Group as at 31
December 2010, and of the Group's profit and cash flows for the year then
ended in accordance with International Financial Reporting Standards and
have been properly prepared in accordance with the disclosure requirements
of the Hong Kong Companies Ordinance.

Ernst & Young

Certified Public Accountants
Hong Kong

21 February 2011
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CONSOLIDATED INCOME STATEMENT
AR e W

Year ended 31 December 2010 HE=—T—TF+-_A=+—HIFE

2010 2009
—E-FF —ETNF
Notes RMB'000 RMB'000
B 5 AR¥T T ARBET T
REVENUE 1&g 4 3,819,375 3,461,266
Other operating revenues Hfth 48 & W 2 4 580,703 447,368
Total operating revenues E R R 4,400,078 3,908,634
OPERATING EXPENSES RERxX
Purchases of goods and changes in inventories  BREBEEY MIFEEE) (1,098,954) (1,041,852)
Staff costs 8 TR (359,483) (275,960)
Depreciation and amortisation WreE Ry (179,962) (166,223)
Rental expenses HEMZ (575,687) (500,354)
Other operating expenses Hin &M (718,065) (594,052)
Total operating expenses RER AR (2,932,151) (2,578,441)
PROFIT FROM OPERATIONS weERHE 5 1,467,927 1,330,193
Finance income BE WA 6 213,930 210,976
Finance costs RO E AN 6 (354,260) (317,980)
Share of profit of an associate FE(E — KB 2N | 7 17 3N 577
PROFIT FROM OPERATIONS BEFORE INCOME TAX ER B Al £ & F135 1,327,908 1,223,766
Income tax expense FTiSfiF > 9 (304,251) (286,412)
PROFIT FOR THE YEAR FEEFHE 1,023,657 937,354
Attributable to: AT AL, -
Owners of the parent SRRIFEA 991,808 910,846
Non-controlling interests el 31,849 26,508
1,023,657 937,354
EARNINGS PER SHARE ATTRIBUTABLE TO BAREREFEA
ORDINARY EQUITY HOLDERS OF THE PARENT EBiEESREFR 10 RMB0.353 RMB0.325
Basic K AR¥0.3537t ARK03257T
RMBO0.353 RMBO0.325
Diluted e AR¥0.3535t AR®03257T
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
REEEBRAR

Year ended 31 December 2010 HE=—T—TF+-_A=+—HIFE

2010 2009
—E-EF —TTNF
Notes RMB'000 RMB'000
M= ARET T AR®ETT
PROFIT FOR THE YEAR FEEFE 1,023,657 937,354
OTHER COMPREHENSIVE INCOME Hi2EBA
Effective portion of changes in fair value of FEEARSRSE
hedging instruments on cash flow hedges AR T ANFEE
arising during the year 2B RERD 34 (16,006) (120,430)
Exchange differences on translation of MEBINERREES
foreign operations 2 FEH =5 4,562 1,453
OTHER COMPREHENSIVE LOSSES FOR THE YEAR, FEMHZHM 2 HEIE
NET OF TAX (11,444) (118,977)
TOTAL COMPREHENSIVE INCOME FOR THE YEAR FEZHEWALLE 1,012,213 818,377
Total comprehensive income attributable to: THATEEZERA
1EEE -
Owners of the parent ISUNEIIZIP=N 980,364 791,869
Non-controlling interests FEIE AR R S 31,849 26,508
1,012,213 818,377
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

wraMBIIR

31 December 2010 —F—ZFF+=-A=+—H

2010 2009
—E-FF —TThF
Notes RMB'000 RMB'000
ki ARETT ARETT
NON-CURRENT ASSETS FARBEE
Property, plant and equipment ME - BRENERE 11 2,493,773 2,445,354
Investment properties KEME 12 51,357 52,565
Lease prepayments At E 13 500,996 514,309
Intangible assets mEE 14 2,172,242 2,101,506
Investment in an associate R—REE R RINEE 17 2,110 2,232
Other assets Hih &2 18 39,685 58,516
Held-to-maturity investments, unlisted FEINEEKRE - FELT 19 - 1,365,640
Derivative financial instruments designated EEEAE R T AMITE
as hedging instruments ESRIT A 34 8,819 -
Deferred tax assets EERIBEE 21 53,591 41,586
Total non-current assets EmBEEMEE 5,322,573 6,581,708
CURRENT ASSETS REBEE
Inventories FE 22 233,814 179,911
Trade receivables FEWE 53R 23 19,986 28,655
Prepayments, deposits and FANRIE - e RHM
other receivables JEU IR 24 452,270 427,727
Held-to-maturity investments, unlisted EEBEAARE - JEET 19 1,324,540 =
Investment in principal guaranteed deposits RATFETRE 20 2,810,238 809,170
Time deposits EHFR 25 104,629 322,045
Cash and cash equivalents HeRREEEY 25 2,323,259 2,724,884
Total current assets MENE EHE 7,268,736 4,492,392
CURRENT LIABILITIES REEE
Interest-bearing bank loans S EIRITER 26 (1,302,000) =
Trade payables FEfTE 58 27 (1,.721,277) (1,526,436)
Customers' deposits, other payables BEFEE - HiENKIA
and accruals K FEETIE B 28 (1,513,363)  (1,466,555)
Tax payable FES TR (106,246) (80,439)
Senior guaranteed notes due November 2011 R_E——F+— A%
B ERER 31 (1,318,381) -
Senior guaranteed notes due May 2012, AZET— 4 F AFIH
redeemable in 2010 HELEERER
AR —ZFED 32 - (845,089)
Derivative financial instruments designated EETEEAEHM T AR
as hedging instruments TESRT A 34 (25,902) (93,011)
Total current liabilities mENBEERE (5.987,169) (4,011,530)
NET CURRENT ASSETS REEEZE 1,281,567 480,862
TOTAL ASSETS LESS CURRENT LIABILITIES HREERRBER 6,604,140 7,062,570
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
R MBI

31 December 2010 —F—ZF+=-A=+—H

2010 2009
—E-FF —ZTTNF
Notes RMB'000 RMB'000
k=2 ARETT ARETIT
TOTAL ASSETS LESS CURRENT LIABILITIES BEERRBARE 6,604,140 7,062,570
NON-CURRENT LIABILITIES FREBEE
Interest-bearing bank loans FTEIRITEN 26 - (1,303,000)
Long term payables REIEN A 29 (117,492) (105,891)
Deferred tax liabilities BETIEAE 21 (238,730) (249,192)
Senior guaranteed notes due November 2011 R_E——F+— AFH
WEEERER 31 - (1,353,033)
Term loan facilities FHERRE 30 (1,615,130) =
Derivative financial instruments designated BEEASFTAR
as hedging instruments TEemIE 34 (43,637) (59,309)
Total non-current liabilities ERBA GRS (2,014,989) (3,070,425)
Net assets EEFE 4,589,151 3,992,145
EQUITY E=
Equity attributable to owners of the parent QA TMEAELER
Issued capital B BT AR 42 58,352 58,297
Reserves B 44(a) 4,172,850 3,581,059
Proposed final dividends R AN S 281,038 280,722
4,512,240 3,920,078
Non-controlling interests FEERES 76,911 72,067
Total equity MR 4,589,151 3,992,145
Director Director
B5ZE EBE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Zﬁ/—\$4‘5 N2
w3

KB

Year ended 31 December 2010 HE=—T—TF+-_A=+—HIFE

Attrioutable to owners of the parent

BRAANEARE
[ssued PRC Share Asset Propostd Non-
share Share  Contributed reseve  Exchange  Hedging option ~ revaluation  Retained final controlling Total
capital  premium surplus funds reserve reserve reserve reseve eamings  dividend Total  interests equity
BEARA  RPRE  SARR 4ENEE  ENRE WHEG BRERE EHEE  RERN KBRS 2 FERER EsLE
RMB0O0  RMBOO0  RMBOOO  RMBOOO  RMBOO0  RMBOOO  RMBOOO  RMB0O0  RMBO0O  RMBOOO  RMB000  RMBOO0  RMBIO0O
ARETT ARBTT ARBTR ARETR ARMTT ARMTT ARETT ARETR ARET ARETR ARETR ARMTT ARETI
Note 44(3J(i) ~ Note 44(a)() Note 44(ai
HaEaali) Mkl el
At 1 January 2009 R-FENE-A-H 56,133 196,593 154442 155,058 (50.328) 79216 12,891 BI412 23651403 8780 3446662 80,643 3527305
Profit for the year EEHE - - - - - - - - 910,646 - 910846 26,508 937,354
Other comprehensive income~ EFEM2ERA
for the year
Changes in fair value of EREHRERE
hedging instruments HRIANTESY)
on cash flow hedges
arising during the year - - - - - (120430 - - - - (10430 - (10430
Bxchange diffrences REBRBREE
on translation of foreign JERER
operations - - - - 1453 - - - - - 1453 - 1453
Total comprehensive income~ EE2AUA LR
for the year - - - - 1453 (120430) - - 910,846 - 791,869 26508 818,377
Transfer to the PRC EREMEANES
reserve funds - - - 37393 - - - = (37,393) - - - -
Share options exercised BfiERRE
(note 43) (Kisk) LTV - - - - o) - - S K S K
Final 2008 dividends paid BRZEEN\EREKS - - - - - - - - - gy (3180) - (1)
Interim 2009 dividends BNZEENERERE
paid (note 45) (Hiks) - (1100 - - - - - - - - (14100 - (11000
Dividends of subsidiaries HBARZRE - - - - - - - - - - - (35084 (35084
Proposed final 2009 RECESENFARERE
dividends (note 45) (Kite) - (072) - - - - - - - B - - -
At 31 December 2009 RZZENE
“A=t-H 56,297 (156898 154442" 192,451° (48875)* (214 4865* BINT 324876 20722 3920078 72067 3992145
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
AR EEER

Year ended 31 December 2010 HE—ZE—ZTF+_A=+—HILFE

Attributable to owners of the parent

EEEIN L
Issued PRC Share Asset Proposed Non-
share Share  Contributed reserve  Exchange  Hedging option revaluation  Retained final controlling Total
capital  premium surplus funds reserve reserve reserve reserve  earnings  dividend Total interests equity

e i
ERARE  BAEE AARR SELRE EXRE  HARE BRENE EGSR  RERY RERE A FERER  RREE
RMBOOD  RMBOOD  RMBOOO  RMBOOD  RMBOOD  RMBO0O  RMBOOD  RMBOOD  RMBOOO  RMBOOD  RMBODD  RMBOOD  RMBOOD
ARRTR ARBTR ARMTR ARETR ARBTR ARNTR ARBTR ARBTR ARNTR ARBTR ARMTR ARMTR ARETR

Note 44(a)(ii) Note 44(a)(i) Note 44(a)(ii)

BRI GEZTR 0] gk 44(a) i)
At 1 January 2010 N-Z2-3£-F-0 58297 (156,898) 154442 192451 (48875)  (41214) 4865 251412 3204876 280722 3920078 72067 3992145
Profitfor the year EEHIR - - - - - - - - 991,808 - 991808 31849 1,023,657

Other comprehensive income 2T
for the year
Changes in farvalue of ~ EEE4RERS
hedging instrumentson~ HHTAAFERE

cash flow hedges arising
during the year - - - - - (16,006) - - - - (16,006) - (16,006)
Bchange differences o~ BEEHERBEL
translation of foreign JERER
operations - - - - 4,562 - - - - - 4,562 - 4,562
Total comprehensive income ~ EE2 AN LE
for the year - - - - 4,562 (16,006) - - 991,808 - 980,364 31849 1012213
Employee share-based WRhBERNES
arrangement i - - - - - - am - - - am - nm
Disposal of a ointly-controlled (£ £ R B
any - - S ) - - - - ) - ) - )
Transfer to the PRC BEZHENES
reserve funds - - - WEN - - - - (445m) - - - -
Share options exercied Bl
(ote 4) (Hria) 5 25016 - - - - (2609 - - -4 -
Final 2009 dhidends paid ~~ EN-ZENERERE - - - - - - - - - (280722 (280722) - (260722)
Iterim 2010 dividends BN=E-RE0
pad [note 43 B2 (i) - - - - - - - - (170,000) - (170,000) - (170000)
Transfer from contrbuted ~~ EHABBEZRH
surplus to share premium -~ &8 - g (13188) - - - - - - ) - - -
Dividends of subsidiares RN - - - - - - - - - - - ooy (7009
Proposed final 2010 dvidend ~ §F—E-TERH
(ot 45 B (M) - - - - - - - I s L - - -
At 31 December 2010 WZZ-5%
+-A=t-H 58,352 - 20560° 236590 (44313)* (57220 44035 251,412° 3719786 281,038 4,512,240 76911 4,589,151
* These reserve accounts comprise the consolidated reserves of * ZEREERESEMBRRRZEGSE
RMB4,172,850,000 (2009: RMB3,581,059,000) in the consolidated statement & A K #4,172,850,000C (ZEZ 1
of financial position. F : AR¥3,581,059,0007T) °
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CONSOLIDATED STATEMENT OF CASH FLOWS

=AN = E
FEEEMER
Year ended 31 December 2010 HE=—ZT—ZTF+-_A=+—HILFE

2010 2009
225 _—FTITNF
Notes RMB'000 RMB'000
B AE ARETT ARETT
CASH FLOWS FROM OPERATING ACTIVITIES RETEHERE
Profit before tax KR FR BT A 1,327,908 1,223,766
Adjustments for: MATRIEELFE
Share of profit of an associate JE(L— KB E A ﬂﬂﬂ 17 (311) (577)
Interest income F BUA 6 (213,930) (210,976)
Interest expenses FELZH 6 324,768 317,980
Depreciation and amortization Y& N tH 5 179,962 166,223
Foreign exchanges losses PE KBS 5 (25,663) 176
Gain on disposal of equity interest in & 2L [B95 ) B B AR A
a jointly-controlled entity Z Wz 36 (44,529) =
Loss on disposal of items of property, TEME BB RERE
plant and equipment IHE 2 B8 5 876 1,585
Premium arising from early redemption ENEERN —E——F
of senior guaranteed notes due May 2012, HAEIEA AT
redeemable in 2010 (the "SGN2012") M- —TFEE[
BB ST R REE
([ZF—= iﬁf‘ﬁ
RS ]) FriSw(E 6 29,492 -
Equity-settled share option expenses RS S E E Y 41,773 =
1,620,346 1,498,177
Decrease in other assets HEER D 14,431 6,000
(Increase)/decrease in inventories 78 (3Em),md (54,756) 7,979
Decrease/(increase) in trade receivables JEUE S IERm L
(3&m) 8,669 (7,696)
(Increase)/decrease in prepayments, FENFIE - e REHM
deposits and other receivables FEURERIE ($240)  m (12,597) 22,855
Increase in trade payables FEAT B8 5 FIBIE A0 169,275 200,678
Increase in customers' deposits, EFEZ® ﬁﬁﬁﬁéﬁm
other payables and accruals I8 N FE st SR IE I AN 223,468 288,451
Increase in long term payables £ B FE < SRIRHE AN 11,601 8,741
Cash generated from operations i<<<%,é§jj?$2£ﬁi 1,980,437 2,025,185
Income tax paid EfATE (301,363) (293,834)
Net cash flows from operating activities RESEEIR S e ERE 1,679,074 1,731,351
CASH FLOWS FROM INVESTING ACTIVITIES RETEZRERE
Proceeds from disposal of items of property, HEYEE . V}%&gﬂ%
plant and equipment 18 B P8 308 1,143 1,808
Purchases of items of property, BEME  BELRE
plant and equipment B (435,107) (1,058,254)
Acquisition of a subsidiary Us BE B B A A 35 (32,191) =
Disposal of a jointly-controlled entity HEHEIESHTE 36 59,308 -
Increase in investment in principal {RANTZ AT EIE A0
guaranteed deposits (1,994,568) (191,630)
Decrease in an entrusted loan ZEEFTRD 648 13,582
Dividends received B A% & 744 =
Interest received B F & 212,324 213,840
(Increase)/decrease in non-pledged time E%)\Hﬂ?*ﬁélj HAE 8
deposits with original maturity of more than =@ By IR EER
three months when acquired T (3mSR 217,416 (242,289)
Net cash flows used in investing activities WEEHFAZIRERE
HER (1,970,283) (1,262,943)
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CONSOLIDATED STATEMENT OF CASH FLOWS
reERERER

Year ended 31 December 2010 HE=—T—TF+-_A=+—HIFE

2010 2009
—B-2F _—TITNF
Notes RMB'000 RMB'000
L AR®TR ARETT
CASH FLOWS FROM FINANCING ACTIVITIES HMETH2RERE
Repayment of bank loans and other loans BERRITERRHMER (1,000) (30,000)
Interest paid BAAFE (341,444) (312,982)
Net proceeds from the term loan facility Eﬁyﬁ%mp\ﬁéﬁﬁfe TR
R 1,613,120 -
Proceeds from issue of shares TTHXTﬁﬁﬁEﬁﬁl 42 22,468 60,369
Dividends of subsidiaries Mﬁ% GIPA = (27,005) (35,084)
Dividends paid RS (450,722) (378,822)
Settlement of a cross currency swap xﬂ‘bm%ﬁﬁﬂ%ﬁ (103,103) -
Redemption of the SGN2012 BO T ——FE%
EREE (857.330) -
Net cash flows used in financing activities METEFTRAZIRESRE
Sgzm (145,016) (696,519)
NET DECREASE IN CASH AND CASH EQUIVALENTS &R RESZEEBY RS
R (436,225) (228,111)
Cash and cash equivalents at beginning of year F{ 7RG NIBEEHEEY 2,724,884 2,951,718
Effect of foreign exchange rate changes, net EXEFH T2 - ‘”’%E 34,600 1,277
CASH AND CASH EQUIVALENTS AT END OF YEAR HFHRZHRERBEZEEY 2,323,259 2,724,884
ANALYSIS OF BALANCES OF CASH AND RekReSEVER
CASH EQUIVALENTS iy
Cash and bank balances W& MIRITHEER 25 1,556,110 1,844,021
Non-pledged time deposits with original BAKREIHATE
maturity of less than three months =B Rz mEHEH
when acquired T 25 767,149 880,863
Cash and cash equivalents as stated in RESRERIIERZ
the statement of cash flows R NS ZEEBY 2,323,259 2,724,884
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STATEMENT OF FINANCIAL POSITION

BSARR

31 December 2010 —F—ZFF+=-A=+—H

2010 2009
—E-TF —ZTTNF
Notes RMB'000 RMB'000
B 5 AREFTT AR®TT
NON-CURRENT ASSETS FREBEE
Interests in subsidiaries RN 2 15 2,528,425 2,028,590
Derivative financial instruments designated EEEAETTER
as hedging instruments MEERTIA 34 8,819 =
Held-to-maturity investments, unlisted HERFIEARRE  FEET 19 - 1,365,640
Total non-current assets EMENEEMLTE 2,537,244 3,394,230
CURRENT ASSETS REEE
Held-to-maturity investments, unlisted HEREEEE - JEETH 19 1,324,540 =
Other receivables Hth pE U FRIR 25,044 19,418
Cash and cash equivalents He NESEEY 25 326,989 45,332
Total current assets TmENAEAE 1,676,573 64,750
CURRENT LIABILITIES REEE
Accruals FEETE R (31,980) (29,440)
Senior guaranteed notes due November 2011 RZZE——F+—AEH
ZEEERER 31 (1,318,381) -
Senior guaranteed notes due May 2012, W_ZE——Fh A
redeemable in 2010 ZERERER -
AR=ZZE—FFEMN 32 - (845,089)
Total current liabilities mEAEAeRE (1,350,361) (874,529)
NET CURRENT ASSETS/(LIABILITIES) REBEE (BE) BHE 326,212 (809,779)
TOTAL ASSETS LESS CURRENT LIABILITIES BEERRBAR 2,863,456 2,584,451
NON-CURRENT LIABILITIES FREBEME
Term loan facilities THEME 30 (1,615,130) =
Senior guaranteed notes due November 2011 RZZT——F+— A 55
2 BERRERE 31 - (1,353,033)
Derivative financial instruments designated EEERETTER
as hedging instruments TTESRMT A 34 (43,637) =
Total non-current liabilities EMEBBEETE (1,658,767)  (1,353,033)
NET ASSETS EEFE 1,204,689 1,231,418
EQUITY =
Issued capital B BT A 42 58,352 58,297
Reserves B 44(b) 1,146,337 1,173,121
TOTAL EQUITY s 1,204,689 1,231,418
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NOTE TO FINANCIAL STATEMENTS
UEGE e e

Year ended 31 December 2010 HZE =%

2.1

PARKSON RETAIL GROUP LIMITED /& 2% 3¢

TEL-A=+—ALFE

CORPORATE INFORMATION

The Company was incorporated in the Cayman Islands with limited
liability on 3 August 2005. The Company has established a principal
place of business in Hong Kong at Suite 1316, Prince's Building, 10
Chater Road, Central, Hong Kong. In the opinion of the directors, the
Company's ultimate holding company is Parkson Holdings Berhad,
a company incorporated in Malaysia and listed on Bursa Malaysia
Securities Berhad.

The principal activities of the Company and its subsidiaries (the
"Group") are the operation and management of a network of
department stores in the People's Republic of China (the “PRC").

BASIS OF PREPARATION

These financial statements have been prepared in accordance with
International Financial Reporting Standards ("IFRSs") promulgated
by the International Accounting Standards Board (the “IASB")
and the disclosure requirements of the Hong Kong Companies
Ordinance. They have been prepared under the historical cost
convention except for derivative financial instruments which are
stated at their fair values. These financial statements are presented
in Renminbi (“RMB") and all values are rounded to the nearest
thousand except when otherwise indicated.

Basis of consolidation
Basis of consolidation from 1 January 2010

The consolidated financial statements comprise the financial
statements of the Company and its subsidiaries (collectively referred
to as the "Group") as at 31 December each year. The financial
statements of the subsidiaries are prepared for the same reporting
year as the parent company, using consistent accounting policies.
Subsidiaries are fully consolidated from the date of acquisition,
being the date on which the Group obtains control, and continue
to be consolidated until the date that such control ceases. All intra-
group balances, transactions, unrealised gains and losses resulting
from intra-group transactions and dividends are eliminated on
consolidation in full. Adjustments are made to bring into line any
dissimilar accounting policies that may exist.

Losses within a subsidiary are attributed to the non-controlling
interest even if that results in a deficit balance.

A change in the ownership interest of a subsidiary, without a loss
of control, is accounted for as an equity transaction.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HZE =%

2.1

TEL-A=+—ALFE

BASIS OF PREPARATION (continued)
Basis of consolidation (continued)

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary,
(ii) the carrying amount of any non-controlling interest and (iii)
the cumulative translation differences recorded in equity; and
recognises (i) the fair value of the consideration received, (ii) the
fair value of any investment retained and (iii) any resulting surplus
or deficit in profit or loss. The Group's share of components
previously recognised in other comprehensive income is reclassified
to profit or loss or retained profits, as appropriate.

Basis of consolidation prior to 1 January 2010

Certain of the above-mentioned requirements have been applied
on a prospective basis. The following differences, however, are
carried forward in certain instances from the previous basis of
consolidation:

J Acquisition of non-controlling interests (formerly known as
minority interests), prior to 1 January 2010, were accounted
for using the parent entity extension method, whereby the
difference between the consideration and the book value
of the share of the net assets acquired were recognised in
goodwill.

° Losses incurred by the Group were attributed to the non-
controlling interest until the balance was reduced to nil.
Any further excess losses were attributable to the parent,
unless the non-controlling interest had a binding obligation
to cover these. Losses prior to 1 January 2010 were not
reallocated between non-controlling interest and the parent
shareholders.

° Upon loss of control, the Group accounted for the investment
retained at its proportionate share of net asset value at
the date control was lost. The carrying amount of such
investment at 1 January 2010 has not been restated.

2.1
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

2.2 CHANGES IN ACCOUNTING POLICY AND DISCLOSURES

The Group has adopted the following new and revised IFRSs for the
first time for the current year's financial statements. Except for in
certain cases, giving rise to new and revised accounting policies
and additional disclosure, the adoption of these new and revised

IFRSs has had no significant financial effect on these financial

statements.

IFRS 1 (Revised)

I[FRS 1 Amendments

IFRS 2 Amendments

IFRS 3 (Revised)

IAS 27 (Revised)

IAS 39 Amendment

IFRIC-Int 17

IFRS 5 Amendments
included in
Improvements to
IFRSs issued in
October 2008

Improvements to
IFRSs 2009

PARKSON RETAIL GROUP LIMITED £ £% P 3¢

First-time Adoption of International
Financial Reporting Standards

Amendments to IFRS 1 First-time
Adoption of International Financial
Reporting Standards - Additional
Exemptions for First-time Adopters

Amendments to IFRS 2 Share-based
Payment - Group Cash-settled
Share-based Payment Transactions

Business Combinations

Consolidated and Separate Financial
Statements

Amendment to |AS 39 Financial
Instruments: Recognition and
Measurement - Eligible Hedged Items

Distributions of Non-cash Assets to
Owners

Amendments to IFRS 5 Non-current
Assets Held for Sale and Discontinued
Operations - Plan to sell the
controlling interest in a subsidiary

Amendments to a number of IFRSs
issued in May 2009
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 EZE =%

2.3

ISSUED BUT NOT YET EFFECTIVE

TE+-A=+—BLEE

INTERNATIONAL

FINANCIAL REPORTING STANDARDS

The Group has not applied the following new and revised IFRSs,
which have been issued but are not yet effective, in these financial

statements:

[FRS 1 Amendment

[FRS 7 Amendments

IFRS 9

IAS 24 (Revised)

IAS 32 Amendment

IFRIC 14 Amendments

[FRIC 19

Amendment to IFRS 1 First-time
Adoption of International Financial
Reporting Standards - Limited
Exemption from Comparative IFRS 7
Disclosures for First-time Adopters?

Amendments to IFRS 7 Financial
Instruments: Disclosures
- Transfers of Financial Assets*

Financial Instrument®
Related Party Disclosures®

Amendment to IAS 32 Financial
Instruments: Presentation -
Classification of Rights Issue’

Amendments to IFRIC 14 Prepayments
of a Minimum Funding Requirement®

Extinguishing Financial Liabilities with
Equity Instruments?

Apart from the above, the [ASB has issued Improvements to IFRSs
2010 which sets out amendments to a number of IFRSs primarily
with a view to removing inconsistencies and clarifying wording.

The amendments to IFRS 3 and IAS 27 are effective for annual
periods beginning on or after 1 July 2010 whereas the amendments
to IFRS 1, IFRS 7, IAS 1, IAS 34 and IFRIC 13 are effective for
annual periods beginning on or after 1 January 2011 although
there are separate transitional provisions for each standard or

interpretation.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

2.3

2.4

ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL
FINANCIAL REPORTING STANDARDS (continued)

! Effective for annual periods beginning on or after 1 February

2010
2 Effective for annual periods beginning on or after 1 July 2010
3 Effective for annual periods beginning on or after 1 January 2011
4 Effective for annual periods beginning on or after 1 July 2011
° Effective for annual periods beginning on or after 1 January
2013

The Group is in the process of making an assessment of the impact
of these new and revised IFRSs upon initial application. So far, the
Group considers that these new and revised IFRSs are unlikely to
have a significant impact on the Group's results of the operations
and financial position.

SIGNIFICANT ACCOUNTING
ESTIMATES

The preparation of the Group's financial statements requires
management to make judgements, estimates and assumptions
that affect the reported amounts of revenue, expenses, assets and
liabilities, and the disclosure of contingent liabilities, at the end of
the reporting period. However, uncertainty about these assumptions
and estimates could result in outcomes that could require a material
adjustment to the carrying amounts of the assets or liabilities
affected in the future.

JUDGEMENTS AND

Judgements

In the process of applying the Group's accounting policies,
management has made the following judgements, apart from those
involving estimations, which have the most significant effect on the
amounts recognised in the financial statements:

Operating lease commitments - the Group as lessee

The Group has entered into commercial property leases for its
department stores business. The Group has determined, based on
an evaluation of the terms and conditions of the arrangements, that
the lessor retains all the significant risks and rewards of relevant
properties and so accounts for them as operating leases.

PARKSON RETAIL GROUP LIMITED A BX I ¥ £ E AR A A

2.3

2.4

C F8 {8 R 4 30 Y B PR B B 3R o

R (&)
w R-F—ZTF-A—BR2%H

IR F R HIR AR

2 R-ZE—ZFTFLA-BHZRHA
IR F R HIR AR

: R-F——F—F—HHZEH
IR F R HIR AR

! R-T——FELA—BHZRHA
IR F R HIR AR

® R-F—=F—F—HHZEH
IR F R HIR AR

AEBEEAENEBRRBZENT M
RETBEBRMERESERNNTZE -
SR AEBERRELHE MK
CHELS R RS NN g S
B ERE R BIRUEXNEANF
2,

FESE M RMAET

REAEENBEHRREREEENH
EHRMEL A - EFFRBRER - Mk
FHE - EFFRBREZEMZ RN
Wat - X BEERBESE AR
BEAREE - A - ZFERK LM
AT EEREEHARITENEE
SR ERAERIEERNAE

#|
RERAREN ST HRABIES -
BRERHMBRRACERERE
REBERT BN ZFEFTHEEBR
s EREE RN AT HIE

BEHEANE — NEBERAHA

AEBREBEEEBRT LEENE
HE - NEBEERELH ZHEAGRE
R ERHE - EELBAREEBY
EFAEARER LB - Bik5IE



NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 #HZE =%

2.4

TEL-A=+—ALFE

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES
(continued)

Judgements (continued)
Tax provisions

Determining tax provisions involves judgement on the future tax
treatment of certain transactions. The Group carefully evaluates
tax implications of transactions and tax provisions are set up
accordingly. The tax treatment of such transactions is assessed
periodically to take into account all the changes in tax legislation
and practices.

Classification between investment properties and owner-occupied
properties

The Group determines whether a property qualifies as an investment
property, and has developed criteria in making that judgement.
Investment property is a property held to earn rentals or for capital
appreciation or both. Therefore, the Group considers whether a
property generates cash flows largely independently of the other
assets held by the Group. Some properties comprise a portion that is
held to earn rentals or for capital appreciation and another portion
that is held for use in the production or supply of goods or services
or for administrative purposes. If these portions could be sold
separately, the Group accounts for the portions separately. If the
portions could not be sold separately, the property is an investment
property only if an insignificant portion is held for use in the
production or supply of goods or services or for administrative
purposes. Judgement is made on an individual property basis to
determine whether ancillary services are so significant that a
property does not qualify as an investment property.

Estimates uncertainty

The key assumptions concerning the future and other key sources
of estimation uncertainty at the end of the reporting period, that
have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial
year, are discussed below.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE =%

2.4

TEt-A=+-ALFE

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES
(continued)

Estimates uncertainty (continued)
Impairment of non-financial assets (other than goodwill)

The Group assesses whether there are any indicators of impairment
for all non-financial assets at the end of each reporting period.
Indefinite life intangibles are tested for impairment annually and
at other times when such indicators exist. Other non-financial
assets are tested for impairment when there are indicators that
the carrying amounts may not be recoverable. An impairment
exists when the carrying value of an asset or a cash-generating
unit exceeds its recoverable amount, which is the higher of its fair
value less costs to sell and its value in use. The calculation of the
fair value less costs to sell is based on available data from binding
sales transactions in an arm's length transaction of similar assets or
observable market prices less incremental costs for disposing of the
asset. When value in use calculations are undertaken, management
must estimate the expected future cash flows from the assets or
cash-generating unit and choose a suitable discount rate in order
to calculate the present value of those cash flows.

Impairment of goodwill

The Group determines whether goodwill is impaired at least on an
annual basis. This requires an estimation of the value in use of the
cash-generating units to which the goodwill is allocated. Estimating
the value in use requires the Group to make an estimate of the
expected future cash flows from the cash-generating units and also
to choose a suitable discount rate in order to calculate the present
value of those cash flows. The carrying amount of goodwill at 31
December 2010 was RMB2,172,242,000 (2009: RMB2,101,506,000).
Further details of impairment testing of goodwill are given in note
14 to these financial statements.

Fair value of financial instruments

Where the fair value of financial assets and financial liabilities
recorded in the statement of financial position cannot be derived
from active markets, they are determined using valuation techniques
including the discounted cash flow model. The inputs to these
models are taken from observable markets where possible, but
where this is not feasible, a degree of judgement is required in
establishing fair values. The judgements include considerations of
inputs such as liquidity risk, credit risk and volatility. Changes in
assumptions about these factors could affect the reported fair value
of financial instruments.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HZE =%

2.4

TEL-A=+—ALFE

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES
(continued)

Estimates uncertainty (continued)
Share-based payments

The Group measures the cost of equity-settled transactions with
employees by reference to the fair value of the equity instruments
at the date at which they are granted. Estimating fair value requires
determining the most appropriate valuation model for a grant of
equity instruments, which is dependent on the terms and conditions
of the grant. This also requires determining the most appropriate
inputs to the valuation model including the expected life of the
option, volatility and dividend yield and making assumptions about
them. The assumptions and valuation models used are disclosed in
note 43 to these financial statements.

Deferred tax assets

Deferred tax assets are recognised for all unused tax losses to the
extent that it is probable that taxable profit will be available against
which the losses can be utilised. Significant management judgement
is required to determine the amount of deferred tax assets that
can be recognised, based upon the likely timing and level of future
taxable profits together with future tax planning strategies. The
carrying value of deferred tax assets relating to recognised tax
losses at 31 December 2010 was RMB9,000,000 (2009: nil).

The unrecognised tax losses at 31 December 2010 amounted to
RMB139,009,000 (31 December 2009: RMB90,700,000). Further
details are given in note 21 to the financial statements.

Depreciation

The Group has estimated the useful lives of the property, plant
and equipment and investment properties of 5 to 42 years, after
taking into account their estimated residual values, as set out
in the principal accounting policies below. Depreciation of items
of property, plant and equipment and investment properties is
calculated on the straight-line basis over their expected useful
lives. The carrying amounts of items of property, plant and
equipment and investment properties as at 31 December 2010 were
RMB2,493,773,000 (2009: RMB2,445,354,000) and RMB51,357,000
(2009: RMB52,565,000), respectively. Further details are given in
note 11 and note 12 to these financial statements, respectively.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—SF+-_A=+—HIFE

2.4

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES 2.4 FESHERE (8)
(continued)
Estimates uncertainty (continued) At TRERE (B)
Changes in accounting estimates Zi A&
During the year, the Group made some changes in its accounting FRN - AEBHR_ZTTNF+A
estimate with respect to the useful lives of two plots of land =+ —HEEEASAK%97,467,000
and buildings with carrying values of RMB97,467,000 as at 31 TTH MR RIEFHE R F SR
December 2009. The useful lives of two plots of land and buildings HETEHEE - REBUOLMERES
were altered from 20 years to 38 years or 45 years, based on the FREEMSH T AENERTR -
respective years of land use right as per the official certificates of ZMRH IR REFHRERFHAHR -1
the land use right. The treatment is consistent with other land and FRRB=TN\FROTHEF - ZHE
buildings held by the Group. Management made the changes in this B EARE BT A A HAth + 30 RAEF
accounting estimate so as to reflect a more accurate time period in —B - EREYZIALH AT ELE
which the economic benefit generated from the assets are expected ¥ ARME SEEAERE - MR
to flow to the Group. The changes give rise to the following effect HfRTEE SR B B ER LB =180
on the consolidated financial statements in the current year and KEE - ZEZEHAF RISV
an identical impact to each of the future periods: WRELEWMTHE  WHEARKHAR
EERBZTE
RMB'000
ARBTT
Decrease in depreciation charge FrEX LR 6,156
PRINCIPAL ACCOUNTING POLICIES 3. ZTESITEX
Subsidiaries B 2 7

A subsidiary is an entity in which the Company, directly or indirectly,
controls more than half of its voting power or issued share capital
or controls the composition of its board of directors; or over
which the Company has a contractual right to exercise a dominant
influence with respect to that entity's financial and operating
policies.

The results of subsidiaries are included in the Company's income
statement to the extent of dividends received and receivable. The
Company's interests in subsidiaries are stated at cost less any
impairment losses.
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NOTE TO FINANCIAL STATEMENTS

BTSRRI RE

Year ended 31 December 2010 HE—ZT—TF+=-A=1

HIFFE

e PRINCIPAL ACCOUNTING POLICIES (continued)

Joint ventures

A joint venture is an entity set up by contractual arrangement,
whereby the Group and other parties undertake an economic
activity. The joint venture operates as a separate entity in which
the Group and the other parties have an interest.

The joint venture agreement between the venturers stipulates the

capital

contributions of the joint venture parties, the duration

of the joint venture and the basis on which the assets are to be
realised upon its dissolution. The profits and losses from the joint
venture's operations and any distributions of surplus assets are

shared
capital

by the venturers, either in proportion to their respective
contributions, or in accordance with the terms of the joint

venture agreement.

A joint

(a)

(b)

(c)

(d)

venture is treated as:

a subsidiary, if the Group, directly or indirectly, controls
more than half of its voting power or issued share capital
or controls the composition of its board of directors; or
over which the Company has a contractual right to exercise
a dominant influence with respect to the joint venture's
financial and operating policies;

a jointly-controlled entity, if the Group does not have
unilateral control, but has joint control, directly or indirectly,
over the joint venture;

an associate, if the Group does not have unilateral or joint
control, but holds, directly or indirectly, generally not less
than 20% of the joint venture's registered capital and is in
a position to exercise significant influence over the joint
venture; or

an equity investment accounted for in accordance with IAS
39, if the Group holds, directly or indirectly, less than 20%
of the joint venture's registered capital and has neither
joint control of, nor is in a position to exercise significant
influence over, the joint venture.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)
Jointly-controlled entities

A jointly-controlled entity is a joint venture that is subject to
joint control, resulting in none of the participating parties having
unilateral control over the economic activity of the jointly-
controlled entity.

The Group's investment in its jointly-controlled entity is accounted
for by the proportionate consolidation method, which involves
recognising its share of the jointly-controlled entity's assets,
liabilities, income and expenses with similar items in the consolidated
financial statements on a line-by-line basis. Unrealised gains and
losses resulting from transactions between the Group and its
jointly-controlled entity are eliminated to the extent of the Group's
interest in the jointly-controlled entity, except where unrealised
losses provide evidence of an impairment of the asset transferred.
Adjustments are made to bring into line any dissimilar accounting
policies that may exist.

Associates

An associate is an entity, not being a subsidiary or a jointly-
controlled entity, in which the Group has a long term interest of
generally not less than 20% of the equity voting rights and over
which it is in a position to exercise significant influence.

The Group's investment in an associate is stated in the consolidated
statement of financial position at the Group's share of net assets
under the equity method of accounting, less any impairment losses.
The Group's share of the post-acquisition results and reserves of
associates is included in the consolidated income statement and
consolidated reserves, respectively. Unrealised gains and losses
resulting from transactions between the Group and its associates
are eliminated to the extent of the Group's investment in the
associate, except where unrealised losses provide evidence of an
impairment of the asset transferred. Adjustments are made to bring
into line any dissimilar accounting policies that may exist.

The results of associates are included in the Company's income
statement to the extent of dividends received and receivable. The
Company's investments in associates are treated as non-current
assets and are stated at cost less any impairment losses.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)
Business combinations and goodwill
Business combinations from 1 January 2010

Business combinations are accounted for using the acquisition
method. The consideration transferred is measured at the acquisition
date fair value which is the sum of the acquisition date fair values
of assets transferred by the Group, liabilities assumed by the Group
to the former owners of the acquiree and the equity interests issued
by the Group in exchange for control of the acquiree. For each
business combination, the acquirer measures the non-controlling
interest in the acquiree either at fair value or at the proportionate
share of the acquiree's identifiable net assets. Acquisition costs are
expensed as incurred.

When the Group acquires a business, it assesses the financial
assets and liabilities assumed for appropriate classification and
designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition
date. This includes the separation of embedded derivatives in host
contracts by the acquiree.

If the business combination is achieved in stages, the acquisition
date fair value of the acquirer's previously held equity interest in
the acquiree is remeasured to fair value as at the acquisition date
through profit or loss.

Any contingent consideration to be transferred by the acquirer is
recognised at fair value at the acquisition date. Subsequent changes
to the fair value of the contingent consideration which is deemed
to be an asset or liability is recognised in accordance with IAS
39 either in profit or loss or as a change to other comprehensive
income. If the contingent consideration is classified as equity, it
shall not be remeasured until it is finally settled within equity.

Goodwill is initially measured at cost being the excess of the
aggregate of the consideration transferred, the amount recognised
for non-controlling interests and any fair value of the Group's
previously held equity interests in the acquiree over the net
identifiable assets acquired and liabilities assumed. If the sum of
this consideration and other items is lower than the fair value of
the net assets of the subsidiary acquired, the difference is, after
reassessment, recognised in profit or loss as a gain on bargain
purchase.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)
Business combinations and goodwill (continued)

Business combinations from 1 January 2010 (continued)

After initial recognition, goodwill is measured at cost less any
accumulated impairment losses. Goodwill is tested for impairment,
annually or more frequently if events or changes in circumstances
indicate that the carrying value may be impaired. The Group
performs its annual impairment test of goodwill as at 31 December.
For the purpose of impairment testing, goodwill acquired in a
business combination is, from the acquisition date, allocated to
each of the Group's cash-generating units, or groups of cash-
generating units, that are expected to benefit from the synergies of
the combination, irrespective of whether other assets or liabilities
of the Group are assigned to those units or group of units.

Impairment is determined by assessing the recoverable amount
of the cash-generating unit (group of cash-generating units),
to which the goodwill relates. Where the recoverable amount
of the cash-generating unit (group of cash-generating units) is
less than the carrying amount, an impairment loss is recognised.
An impairment loss recognised for goodwill is not reversed in a
subsequent period.

Where goodwill forms part of a cash-generating unit (group of
cash-generating units) and part of the operation within that unit
is disposed of, the goodwill associated with the operation disposed
of is included in the carrying amount of the operation when
determining the gain or loss on disposal of the operation. Goodwill
disposed of in this circumstance is measured based on the relative
values of the operation disposed of and the portion of the cash-
generating unit retained.

Business combinations prior to 1 January 2010 but after 1 January
2005

In comparison to the above-mentioned requirements which were
applied on a prospective basis, the following differences applied to
business combinations prior to 1 January 2010:

Business combinations were accounted for using the purchase
method. Transaction costs directly attributable to the acquisition
formed part of the acquisition costs. The non-controlling interest
was measured at the proportionate share of the acquiree's
identifiable net assets.

Business combinations achieved in stages were accounted for as
separate steps. Any additional acquired share of interest did not
affect previously recognised goodwill.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)
Business combinations and goodwill (continued)

Business combinations prior to 1 January 2010 but after 1 January
2005 (continued)

When the Group acquired a business, embedded derivatives separated
from the host contract by the acquiree were not reassessed on
acquisition unless the business combination resulted in a change in
the terms of the contract that significantly modified the cash flows
that otherwise would have been required under the contract.

Contingent consideration was recognised if, and only if, the Group
had a present obligation, the economic outflow was more likely
than not and a reliable estimate was determinable. Subsequent
adjustments to the contingent consideration were recognised as
part of goodwill.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than inventories,
deferred tax assets, financial assets, investment properties,
goodwill and non-current assets), the asset's recoverable amount
is estimated. An asset's recoverable amount is the higher of the
asset's or cash-generating unit's value in use and its fair value less
costs to sell, and is determined for an individual asset, unless the
asset does not generate cash inflows that are largely independent
of those from other assets or groups of assets, in which case the
recoverable amount is determined for the cash-generating unit to
which the asset belongs.

An impairment loss is recognised only if the carrying amount of
an asset exceeds its recoverable amount. In assessing value in use,
the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to
the asset. An impairment loss is charged to the income statement
in the period in which it arises, unless the asset is carried at a
revalued amount, in which case the impairment loss is accounted
for in accordance with the relevant accounting policy for that
revalued asset.

FEETBER (8)
KA REE (B)

R —E—FF—H—Hp BE=F
ERFE—HA—HEMNEHSG (B)
EAEBUWE —EEKE - RUEEER
BIFWES TE NP FRNBRARSTAE
TEATSEHEHAE - BIEEKEH
BYANIERBEEED) BB
BHEABREMNR S REHEXIEE
A BERIFR ©

2 (AES) AKEBMBARE
REMSE A BEIR T - X B RESRETE
Al SEREETES - T EREREANRE -
HIAREBIELNREREDERR
EE—FD °

FEREERE

HFERETR AU EEFELF
ERENR (FE BEREBEE -
TREE REVE BELIERD
BEKRIN) B - AIFMEFEENTHK
&% - BENFNOSBEREEL
ReELBEMNEREENARTE
BMEERR (ABSER/E) ;&
WtER EERETE  BRIFFBEEL
ﬁ%ifﬁimu)\ HT:EEZEj(%EJA—L;%
VREMEEXEERR (EULER
T RenZEEMBNRSELE
fIEEF AT El & 5) o

REERENEEREERBE AR
B & R T AR - ETAEAEE
B ERARTARRERENEER
TE Pt R B985 AT B8R 3R 2R AT [ B & AT
Eﬂﬁﬁ’ﬂ?%ﬁf@&ﬁfﬂéﬁﬁfﬁﬂ
@ o REEBEINELE REERSER
R BRIFEREENEMGEES
R (EULBER T - BEBRIREZ
EMRBENBRIABRAR)

Annual Report 2010 ¥

89



90

NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)
Impairment of non-financial assets (continued)

An assessment is made at the end of each reporting period as
to whether there is any indication that previously recognised
impairment losses may no longer exist or may have decreased. If
such an indication exists, the recoverable amount is estimated.
A previously recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in the estimates
used to determine the recoverable amount of that asset, but not
to an amount higher than the carrying amount that would have
been determined (net of any depreciation/amortisation) had no
impairment loss been recognised for the asset in prior years. A
reversal of such an impairment loss is credited to the income
statement in the period in which it arises, unless the asset is carried
at a revalued amount, in which case the reversal of the impairment
loss is accounted for in accordance with the relevant accounting
policy for that revalued asset.

Related parties
A party is considered to be related to the Group if:

(a) the party, directly or indirectly through one or more
intermediaries, (i) controls, is controlled by, or is under
common control with, the Group; (ii) has an interest in the
Group that gives it significant influence over the Group; or
(iii) has joint control over the Group;

(b) the party is an associate;
(c) the party is a jointly-controlled entity;

(d) the party is a member of the key management personnel of
the Group or its parent;

(e) the party is a close member of the family of any individual
referred to in (a) or (d);

(f) the party is an entity that is controlled, jointly controlled or
significantly influenced by or for which significant voting
power in such entity resides with, directly or indirectly, any
individual referred to in (d) or (e); or

(9) the party is a post-employment benefit plan for the benefit
of the employees of the Group, or of any entity that is a
related party of the Group.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)
Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in
progress, are stated at cost, less accumulated depreciation and
any impairment losses.

The cost of an item of property, plant and equipment comprises its
purchase price and any directly attributable costs of bringing the
item of property, plant and equipment to its working condition and
location for its intended use.

Cost may also include transfers from equity of any gains or losses
on qualifying cash flow hedges of foreign currency purchases of
property, plant and equipment.

Expenditure incurred after items of property, plant and equipment
have been put into operation, such as repairs and maintenance,
is normally charged to the consolidated income statement in the
period in which it is incurred. In situations where the recognition
criteria are satisfied, the expenditure for a major inspection is
capitalised in the carrying amount of the asset as a replacement.
Where significant parts of property, plant and equipment are
required to be replaced at intervals, the Group recognises such parts
as individual assets with specific useful lives and depreciation.

Valuations are performed frequently enough to ensure that the
fair value of a revalued asset does not differ materially from its
carrying amount. Changes in the values of property, plant and
equipment are dealt with as movements in the asset revaluation
reserve. |f the total of this reserve is insufficient to cover a deficit,
on an individual asset basis, the excess of the deficit is charged
to the income statement. Any subsequent revaluation surplus
is credited to the income statement to the extent of the deficit
previously charged. An annual transfer from the asset revaluation
reserve to retained profits is made for the difference between the
depreciation based on the revalued carrying amount of an asset and
the depreciation based on the asset's original cost. On disposal of a
revalued asset, the relevant portion of the asset revaluation reserve
realised in respect of previous valuations is transferred to retained
profits as a movement in reserves.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—SF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)
Property, plant and equipment and depreciation (continued)

Depreciation is calculated on the straight-line basis over the
expected useful life of each item of property, plant and equipment,
after taking into account their estimated residual values of 5% to
10%, as follows:

Land and buildings 38 - 45 years
Leasehold improvements 5 years
Motor vehicles 5 years
Equipment and fixtures 5 - 10 years

Where parts of an item of property, plant and equipment have
different useful lives, the cost of that item is allocated on a
reasonable basis among the parts and each part is depreciated
separately. Residual values, useful lives and the depreciation method
are reviewed, and adjusted if appropriate, at least at each financial
year end.

An item of property, plant and equipment and any significant part
initially recognised is derecognised upon disposal or when no future
economic benefits are expected to arise from its use or disposal.
Any gain or loss on disposal or retirement recognised in the income
statement in the year the asset is derecognised is the difference
between the net sales proceeds and the carrying amount of the
relevant asset.

Construction in progress represents stores and storage facilities
under construction, or renovation works in progress and is stated
at cost less any impairment losses, and is not depreciated. Cost
comprises development and construction expenditures incurred
and other direct costs attributable to the development less any
accumulated impairment losses. Construction in progress is
reclassified to the appropriate category of property, plant and
equipment or investment properties when completed and ready
for use.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)
Investment properties

Investment properties are interests in land and buildings that are
held to earn rental income and/or for capital appreciation, rather
than for use in the production or supply of goods or services or
for administrative purposes, or for sale in the ordinary course of
business.

Investment properties are measured at cost less accumulated
depreciation and provision for any impairment in value. Depreciation
is calculated on the straight-line basis over the expected useful
life.

Any gains or losses on the retirement or disposal of an investment
property are recognised in the consolidated income statement in
the year of the retirement of disposal.

For a transfer from investment properties to owner-occupied
properties or inventories, the deemed cost of a property for
subsequent accounting is its fair value at the date of change in
use. If a property occupied by the Group as an owner-occupied
property becomes an investment property, the Group accounts for
such property in accordance with the policy stated under "Property,
plant and equipment and depreciation" up to the date of change
in use, and any difference at that date between the carrying
amount and the fair value of the property is accounted for as a
revaluation in accordance with the policy stated under “Property,
plant and equipment and depreciation" above. For a transfer from
inventories to investment properties, any difference between the
fair value of the property at that date and its previous carrying
amount is recognised in the income statement.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired in a
business combination is the fair value as at the date of acquisition.
The useful lives of intangible assets are assessed to be either finite
or indefinite. Intangible assets with finite lives are subsequently
amortised over the useful economic life and assessed for impairment
whenever there is an indication that the intangible asset may be
impaired. The amortisation period and the amortisation method for
an intangible asset with a finite useful life is reviewed at least at
each financial year end.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)
Intangible assets (other than goodwill) (continued)

Intangible assets with indefinite useful lives are tested for
impairment annually either individually or at the cash-generating
unit level. Such intangible assets are not amortised. The useful life
of an intangible asset with an indefinite life is reviewed annually to
determine whether the indefinite life assessment continues to be
supportable. If not, the change in the useful life assessment from
indefinite to finite is accounted for on a prospective basis.

Lease prepayments

Lease prepayments represent land use rights paid to the PRC
government authorities. Land use rights are carried at cost and are
charged to the consolidated income statement on the straight-line
basis over the respective periods of the rights ranging from 42 to
45 years. When the lease payments cannot be allocated reliably
between the land and buildings elements, the entire lease payments
are included in the cost of the land and buildings as a finance lease
in property, plant and equipment.

Leases

Leases where substantially all the rewards and risks of ownership
of assets remain with the lessor are accounted for as operating
leases. Where the Group is the lessor, assets leased by the Group
under operating leases are included in non-current assets, and
rentals receivable under the operating leases are credited to the
consolidated income statement on the straight-line basis over
the lease terms. Where the Group is the lessee, rentals payable
under the operating leases are charged to the consolidated income
statement on the straight-line basis over the lease terms.

Prepaid land lease payments under operating leases are initially
stated at cost and subsequently recognised on the straight-line
basis over the lease terms.

When the lease payments cannot be allocated reliably between the
land and buildings elements, the entire lease payments are included
in the cost of the land and buildings as a finance lease in property,
plant and equipment.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)
Investments and other financial assets
Initial recognition and measurement

Financial assets within the scope of IAS 39 are classified as financial
assets at fair value through profit or loss, loans and receivables,
held-to-maturity investments and available-for-sale financial assets,
or as derivatives designated as hedging instruments in an effective
hedge, as appropriate. The Group determines the classification of
its financial assets at initial recognition. When financial assets are
recognised initially, they are measured at fair value, plus, in the
case of investments not at fair value through profit or loss, directly
attributable transaction costs.

All regular way purchases and sales of financial assets are
recognised on the trade date, that is, the date that the Group
commits to purchase or sell the asset. Regular way purchases or
sales are purchases or sales of financial assets that require delivery
of assets within the period generally established by regulation or
convention in the marketplace.

The Group's financial assets include cash and short-term deposits,
trade and other receivables, loans receivable, and investment in
principal guaranteed deposits.

Subsequent measurement

The subsequent measurement of financial assets depends on their
classification as follows:

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial
assets held for trading and financial assets designated upon initial
recognition as at fair value through profit or loss.

Financial assets are classified as held for trading if they are acquired
for the purpose of sale in the near term. This category includes
derivative financial instruments entered into by the Group that
are not designated as hedging instruments in hedge relationships
as defined by IAS 39. Derivatives, including separated embedded
derivatives, are also classified as held for trading unless they are
designated as effective hedging instruments. Financial assets at
fair value through profit or loss are carried in the statement of
financial position at fair value with changes in fair value recognised
in finance income or finance costs in the income statement.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)
Investments and other financial assets (continued)
Financial assets at fair value through profit or loss (continued)

The Group evaluates its financial assets at fair value through profit
or loss (held for trading) to assess whether the intent to sell them in
the near term is still appropriate. When the Group is unable to trade
these financial assets due to inactive markets and management's
intent to sell them in the foreseeable future significantly changes,
the Group may elect to reclassify these financial assets in rare
circumstances. The reclassification from financial assets at fair
value through profit or loss to loans and receivables, available-for-
sale financial assets or held-to-maturity investments depends on
the nature of the assets.

Derivatives embedded in host contracts are accounted for as
separate derivatives and recorded at fair value if their economic
characteristics and risks are not closely related to those of the
host contracts and the host contracts are not held for trading or
designated at fair value through profit or loss. These embedded
derivatives are measured at fair value with changes in fair value
recognised in the income statement. Reassessment only occurs if
there is a change in the terms of the contract that significantly
modifies the cash flows that would otherwise be required.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
After initial measurement, such assets are subsequently measured
at amortised cost using the effective interest rate method less any
allowance for impairment. Amortised cost is calculated taking into
account any discount or premium on acquisition and includes fees
or costs that are an integral part of the effective interest rate. The
effective interest rate amortisation is included in finance income
in the income statement. The loss arising from impairment is
recognised in the income statement in finance costs.

Held-to-maturity investments

Non-derivative financial assets with fixed or determinable payments
and fixed maturity are classified as held to maturity when the Group
has the positive intention and ability to hold to maturity. Held-to-
maturity investments are subsequently measured at amortised cost
less any allowance for impairment. Amortised cost is calculated
by taking into account any discount or premium on acquisition
and fees or costs that are an integral part of the effective interest
rate. The effective interest rate amortisation is included in finance
income in the income statement. The loss arising from impairment
is recognised in the income statement in other expenses.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)
Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or
part of a group of similar financial assets) is derecognised when:
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. the rights to receive cash flows from the asset have . WRZBEEFRSHREERE
expired; BB Em
. the Group has transferred its rights to receive cash flows o AEBCDHEEEEERKDRE

from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third
party under a "pass-through” arrangement; and either (a) the
Group has transferred substantially all the risks and rewards
of the asset, or (b) the Group has neither transferred nor
retained substantially all the risks and rewards of the asset,
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but has transferred control of the asset. ﬂ@ FERBEENE NI
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When the Group has transferred its rights to receive cash flows
from an asset or has entered into a pass-through arrangement, and
has neither transferred nor retained substantially all the risks and
rewards of the asset nor transferred control of the asset, the asset
is recognised to the extent of the Group's continuing involvement
in the asset. In that case, the Group also recognises an associated
liability. The transferred asset and the associated liability are
measured on a basis that reflects the rights and obligations that
the Group has retained.

Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration
that the Group could be required to repay.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)
Impairment of financial assets

The Group assesses at the end of each reporting period whether
there is any objective evidence that a financial asset or group of
financial assets is impaired. A financial asset or a group of financial
assets is deemed to be impaired if, and only if, there is objective
evidence of impairment as a result of one or more events that has
occurred after the initial recognition of the asset (an incurred “loss
event”) and that loss event has an impact on the estimated future
cash flows of the financial asset or the group of financial assets
that can be reliably estimated. Evidence of impairment may include
indications that a debtor or a group of debtors is experiencing
significant financial difficulty, default or delinquency in interest or
principal payments, the probability that they will enter bankruptcy
or other financial reorganisation and observable data indicating
that there is a measurable decrease in the estimated future cash
flows, such as changes in arrears or economic conditions that
correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first assesses
individually whether objective evidence of impairment exists for
financial assets that are individually significant, or collectively for
financial assets that are not individually significant. If the Group
determines that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, it
includes the asset in a group of financial assets with similar credit
risk characteristics and collectively assesses them for impairment.
Assets that are individually assessed for impairment and for which
an impairment loss is, or continues to be, recognised are not
included in a collective assessment of impairment.

If there is objective evidence that an impairment loss has been
incurred, the amount of the loss is measured as the difference
between the asset's carrying amount and the present value of
estimated future cash flows (excluding future credit losses that
have not yet been incurred). The present value of the estimated
future cash flows is discounted at the financial asset's original
effective interest rate (i.e., the effective interest rate computed
at initial recognition). If a loan has a variable interest rate, the
discount rate for measuring any impairment loss is the current
effective interest rate.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)
Impairment of financial assets (continued)

The carrying amount of the asset is reduced through the use of
an allowance account and the amount of the loss is recognised
in the income statement. Interest income continues to be accrued
on the reduced carrying amount and is accrued using the rate of
interest used to discount the future cash flows for the purpose of
measuring the impairment loss. Loans and receivables together with
any associated allowance are written off when there is no realistic
prospect of future recovery.

If, in a subsequent period, the amount of the estimated impairment
loss increases or decreases because of an event occurring after the
impairment was recognised, the previously recognised impairment
loss is increased or reduced by adjusting the allowance account.
If a future write-off is later recovered, the recovery is credited to
the income statement.
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Financial liabilities cREE
Initial recognition and measurement IR R ETE

Financial liabilities within the scope of IAS 39 are classified as
financial liabilities at fair value through profit or loss, loans and
borrowings, or as derivatives designated as hedging instruments
in an effective hedge, as appropriate. The Group determines the
classification of its financial liabilities at initial recognition.

All financial liabilities are recognised initially at fair value and in the
case of loans and borrowings, plus directly attributable transaction
costs.

The Group's financial liabilities include trade and other payables,
derivative financial instruments and interest-bearing loans and
borrowings.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—SF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)
Financial liabilities (continued)
Subsequent measurement

The measurement of financial liabilities depends on their
classification as follows:

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss includes
financial liabilities held for trading and financial liabilities designated
upon initial recognition as at fair value through profit or loss.

Financial liabilities are classified as held for trading if they are
acquired for the purpose of selling in the near term. This category
includes derivative financial instruments entered into by the
Group that are not designated as hedging instruments in hedge
relationships as defined by IAS 39. Separated embedded derivatives
are also classified as held for trading unless they are designated as
effective hedging instruments. Gains or losses on liabilities held for
trading are recognised in the income statement. The net fair value
gain or loss recognised in the income statement does not include
any interest charged in these financial liabilities.

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings
are subsequently measured at amortised cost, using the effective
interest rate method unless the effect of discounting would be
immaterial, in which case they are stated at cost. Gains and losses
are recognised in the income statement when the liabilities are
derecognised as well as through the effective interest rate method
amortisation process.

Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part
of the effective interest rate. The effective interest rate amortisation
is included in finance costs in the income statement.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the
liability is discharged or cancelled, or expires.

Where an existing financial liability is replaced by another from
the same lender on substantially different terms, or the terms of
an existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability
and a recognition of a new liability, and the difference between
the respective carrying amounts is recognised in the consolidated
income statement.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)
Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net
amount is reported in the statement of financial position if, and only
if, there is currently enforceable legal right to offset the recognised
amounts and there is an intention to settle on a net basis, or to
realise the assets and settle the liabilities simultaneously.

Fair value of financial instruments

The fair value of financial instruments that are traded in active
markets is determined by reference to quoted market prices or
dealer price quotations (bid price for long positions and ask price
for short positions), without any deduction for transaction costs.
For financial instruments where there is no active market, the fair
value is determined using appropriate valuation techniques. These
techniques include using recent arm's length market transactions;
reference to the current market value of another instrument which
is substantially the same; a discounted cash flow analysis or other
valuation models.

Derivative financial instruments and hedge accounting
Initial recognition and subsequent measurement

The Group uses derivative financial instruments such as cross
currency swaps and interest rate swaps to hedge its foreign
currency risk and interest rate risk, respectively. These derivative
financial instruments are initially recognised at fair value on
the date on which a derivative contract is entered into and are
subsequently remeasured at fair value. Derivatives are carried as
assets when the fair value is positive and as liabilities when the
fair value is negative.

Any gains or losses arising from changes in fair value of derivatives
are taken directly to the income statement, except for the
effective portion of cash flow hedges, which is recognised in other
comprehensive income.

For the purpose of hedge accounting, hedges are classified as:

° fair value hedges when hedging the exposure to changes
in the fair value of a recognised asset or liability or an
unrecognised firm commitment (except for foreign currency
risk); or

° cash flow hedges when hedging the exposure to variability
in cash flows that is either attributable to a particular risk
associated with a recognised asset or liability or a highly
probable forecast transaction, or the foreign currency risk
in an unrecognised firm commitment.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—SF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)

Derivative financial instruments and hedge accounting
(continued)

Initial recognition and subsequent measurement (continued)

At the inception of a hedge relationship, the Group formally
designates and documents the hedge relationship to which the
Group wishes to apply hedge accounting and the risk management
objective and its strategy for undertaking the hedge. The
documentation includes identification of the hedging instrument,
the hedged item or transaction, the nature of the risk being
hedged and how the Group will assess the hedging instrument's
effectiveness of changes in the hedging instrument's fair value in
offsetting the exposure to changes in the hedged item's fair value
or cash flows attributable to the hedged risk. Such hedges are
expected to be highly effective in achieving offsetting changes in
fair value or cash flows and are assessed on an ongoing basis to
determine that they actually have been highly effective throughout
the financial reporting periods for which they were designated.

Hedges which meet the strict criteria for hedge accounting are
accounted for as follows:

Fair value hedges

The change in the fair value of an interest rate hedging derivative
is recognised in the consolidated income statement in financial
costs. The change in the fair value of the hedged item attributable
to the risk hedged is recorded as a part of the carrying amount of
the hedged item and is also recognised in the consolidated income
statement in finance costs.

For fair value hedges relating to items carried at amortised cost, the
adjustment to carrying value is amortised through the consolidated
income statement over the remaining term to maturity. Effective
interest rate amortisation may begin as soon as an adjustment
exists and shall begin no later than when the hedged item ceases
to be adjusted for changes in its fair value attributable to the risk
being hedged. If the hedged item is derecognised, the unamortised
fair value is recognised immediately in the income statement.

When an unrecognised firm commitment is designated as a hedged
item, the subsequent cumulative change in the fair value of the
firm commitment attributable to the hedged risk is recognised as
an asset or liability with a corresponding gain or loss recognised in
the income statement. The changes in the fair value of the hedging
instrument are also recognised in the income statement.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)

Derivative financial instruments and hedge accounting
(continued)

Cash flow hedges

The effective portion of the gain or loss on the hedging instrument
is recognised directly in other comprehensive income in the hedging
reserve, while any ineffective portion is recognised immediately in
the consolidated income statement in finance costs.

Amounts recognised in other comprehensive income are transferred
to the income statement when the hedged transaction affects
profit or loss, such as when hedged financial income or financial
expense is recognised or when a forecast sale occurs. Where the
hedged item is the cost of a non-financial asset or non-financial
liability, the amounts recognised in other comprehensive income
are transferred to the initial carrying amount of the non-financial
asset or non-financial liability.

Where the hedged item is the cost of a non-financial asset or non-
financial liability, the amounts recognised in other comprehensive
income are transferred to the income statement in the same period
or periods during which the asset acquired or liability assumed
affects the income statement.

If the forecast transaction or firm commitment is no longer expected
to occur, the cumulative gain or loss previously recognised in equity
are transferred to the income statement. If the hedging instrument
expires or is sold, terminated or exercised without replacement or
rollover, or if its designation as a hedge is revoked, the amounts
previously recognised in other comprehensive income remain in
other comprehensive income until the forecast transaction or firm
commitment affects profit or loss.

Current versus non-current classification

Derivative instruments that are not designated as effective hedging
instruments are classified as current or non-current or separated
into a current or non-current portion based on an assessment of
the facts and circumstances (i.e., the underlying contracted cash
flows).

. Where the Group will hold a derivative as an economic
hedge (and does not apply hedge accounting) for a period
beyond 12 months after the end of the reporting period,
the derivative is classified as non-current (or separated
into current and non-current portions) consistently with
the classification of the underlying item.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)

Derivative financial instruments and hedge accounting
(continued)

Current versus non-current classification (continued)

. Embedded derivatives that are not closely related to the host
contract are classified consistently with the cash flows of
the host contract.

° Derivative instruments that are designated as, and are
effective hedging instruments, are classified consistent
with the classification of the underlying hedged item. The
derivative instruments are separated into current portions
and non-current portions only if a reliable allocation can be
made.

Inventories

Inventories comprise merchandise purchased for resale and
consumables and are stated at the lower of cost and net realisable
value. The cost of merchandise is determined on the weighted
average basis. The net realisable value is determined based on the
estimated selling prices less any estimated costs to be incurred to
disposal.

Trade and other receivables

Trade receivables, which generally have credit terms of less than
90 days, are recognised and carried at the original invoice amount
less an allowance for any uncollectible amounts.

Other receivables are recognised and carried at cost less an
allowance for any uncollectible amounts.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand
deposits, and short-term highly liquid investments which are readily
convertible into known amounts of cash and are subject to an
insignificant risk of changes in value, and have a short maturity of
generally within three months when acquired, less bank overdrafts
which are repayable on demand and form an integral part of the
Group's cash management.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)
Provisions

A provision is recognised when the Group has a present obligation
(legal or constructive) as a result of a past event and it is probable
that a future outflow of resources will be required to settle the
obligation, provided that a reliable estimate can be made of the
amount of the obligation.

When the effect of discounting is material, the amount recognised
for a provision is the present value at the end of the reporting
period of the future expenditures expected to be required to settle
the obligation. The increase in the discounted present value amount
arising from the passage of time is included in finance costs in the
income statement.

Provisions for product warranties granted by the Group on certain
products are recognised based on sales volume and past experience
of the level of repairs and returns, discounted to their present
values as appropriate.

A contingent liability recognised in a business combination is
initially measured at its fair value. Subsequently, it is measured
at the higher of (i) the amount that would be recognised in
accordance with the general guidance for provisions above; and (ii)
the amount initially recognised less, when appropriate, cumulative
amortisation recognised in accordance with the guidance for
revenue recognition.

Coupon liabilities

Coupon liabilities are recognised as a reduction in revenues upon
granting of bonus points to customers in accordance with the
announced bonus points scheme. The Group estimates future
redemption of bonus points based on their historical experience.

Income tax

Income tax comprises current and deferred tax. Income tax relating
to items recognised outside profit or loss is recognised outside
profit or loss, either in other comprehensive income or directly in
equity.

Current tax

Current tax assets and liabilities for the current and prior periods
are measured at the amount expected to be recovered from or
paid to the taxation authorities, based on tax rates (and tax laws)
that have been enacted or substantively enacted by the end of
the reporting period, taking into consideration interpretations and
practices prevailing in the countries in which the Group operates.
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PRINCIPAL ACCOUNTING POLICIES (continued)

FEREFHBE (B)

Income tax (continued) FriE® (&)
Deferred tax BT A

Deferred tax is provided, using the liability method, on all temporary
differences at the end of the reporting period between the tax bases
of assets and liabilities and their carrying amounts for financial
reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

. where the deferred tax liability arises from the initial
recognition of an asset or liability in a transaction that
is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable
profit or loss; and

. in respect of taxable temporary differences associated with
investments in subsidiaries, associates and jointly-controlled
entities, where the timing of the reversal of the temporary
differences can be controlled and it is probable that the
temporary differences will not reverse in the foreseeable
future.

Deferred tax assets are recognised for all deductible temporary
differences, carryforward of unused tax credits and unused tax
losses, to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences, and
the carryforward of unused tax credits and unused tax losses can
be utilised, except:

. where the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition of
an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss;
and

. in respect of deductible temporary differences associated
with investments in subsidiaries, associates and jointly-
controlled entities, deferred tax assets are only recognised to
the extent that it is probable that the temporary differences
will reverse in the foreseeable future and taxable profit will
be available against which the temporary differences can be
utilised.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)
Income tax (continued)

The carrying amount of deferred tax assets is reviewed at the end of
each reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow
all or part of the deferred tax asset to be utilised. Unrecognised
deferred tax assets are reassessed at the end of each reporting
period and are recognised to the extent that it has become probable
that sufficient taxable profit will be available to allow all or part of
the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that
are expected to apply to the period when the asset is realised or
the liability is settled, based on tax rates (and tax laws) that have
been enacted or substantively enacted by the end of the reporting
period.

Deferred tax assets and deferred tax liabilities are offset if a legally
enforceable right exists to set off current tax assets against current
tax liabilities and the deferred taxes relate to the same taxable
entity and the same taxation authority.

Government grants

Government grants are recognised at their fair values where there
is reasonable assurance that the grants will be received and all
attaching conditions will be complied with. When the grant relates
to an expense item, it is recognised as income over the periods
necessary to match the grant on a systematic basis to the costs
that it is intended to compensate.

Where the grant relates to an asset, the fair value is credited to a
deferred income account and is released to the consolidated income
statement over the expected useful life of the relevant asset by
equal annual installments. Government grants received where the
attaching conditions have not yet been fulfilled are recognised as
liabilities.
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NOTE TO FINANCIAL STATEMENTS

BTSRRI RE

Year ended 31 December 2010 HE—T—SF+-_A=+—HIFE

e PRINCIPAL ACCOUNTING POLICIES (continued)

Revenue recognition

Revenue is recognised to the extent that it is probable that the
economic benefits will flow to the Group and when the revenue

can be

Share-

reliably measured, on the following bases:

Sale of goods

Revenue is recognised when the significant risks and rewards
of ownership have been transferred to the buyer, provided
that the Group maintains neither managerial involvement to
the degree usually associated with ownership, nor effective
control over the goods sold.

Commissions from concessionaire sales are recognised upon
the sale of goods by the relevant stores.

Promotion income and minimum guaranteed sales
commissions are recognised according to the underlying
contract terms with concessionaires and as these services
have been provided in accordance therewith.

Interest income, on an accrual basis using the effective
interest method by applying the rate that exactly discounts
the estimated future cash receipts through the expected
life of the financial instrument or a short period, when
appropriate, to the net carrying amount of financial asset.

Consultancy and management service fees, credit card
handling fees, administration fees and service fees are
recognised when the relevant services are rendered.

Rental income, display space leasing fees and equipment
leasing income are recognised on a time proportion basis

over the terms of the respective leases.

based payment transactions

The Company operates a share option scheme for the purpose
of providing incentives and rewards to eligible participants who
contributes to the success of the Group's operations. Employees
(including directors) of the Group receive remuneration in the form
of share-based payment transactions, whereby employees render
services as consideration for equity instruments ("equity-settled
transactions”).
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)
Share-based payment transactions (continued)

In situations where equity instruments are issued and some or all of
the goods or services received by the Group as consideration cannot
be specifically identified, the unidentifiable goods or services are
measured as the difference between the fair value of the share-
based payment transaction and the fair value of any identifiable
goods or services received at the grant date.

The cost of equity-settled transactions with employees for grants
after 7 November 2002 is measured by reference to the fair value
at the date on which they are granted. The fair value is determined
by an external valuer using a binomial option pricing model.

The cost of equity-settled transactions is recognised, together with
a corresponding increase in equity, over the period in which the
performance and/or service conditions are fulfilled. The cumulative
expense recognised for equity-settled transactions at the end of
each reporting period until the vesting date reflects the extent to
which the vesting period has expired and the Group's best estimate
of the number of equity instruments that will ultimately vest. The
charge or credit to the consolidated income statement for a period
represents the movement in cumulative expense recognised as at
the beginning and end of that period.

No expense is recognised for awards that do not ultimately vest,
except for equity-settled transactions where vesting is conditional
upon a market condition or non-vesting condition, which are
treated as vesting irrespective of whether or not the market or non-
vesting condition is satisfied, provided that all other performance
or service conditions are satisfied.

Where the terms of an equity-settled award are modified, the
minimum expense recognised is the expense if the terms had not
been modified, if the original terms of the award are met. In addition,
an expense is recognised for any modification that increases the
total fair value of the share-based payment transaction, or is
otherwise beneficial to the employee as measured at the date of
modification.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—SF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)
Share-based payment transactions (continued)

Where an equity-settled award is cancelled, it is treated as if it
had vested on the date of cancellation, and any expense not yet
recognised for the award is recognised immediately. This includes
any award where non-vesting conditions within the control of
either the Group or the employee are not met. However, if a new
award is substituted for the cancelled award, and designated as a
replacement award on the date that it is granted, the cancelled and
new awards are treated as if they were a modification of the original
award, as described in the previous paragraph. All cancellations of
equity-settled transaction awards are treated equally.

The dilutive effect of outstanding options is reflected as additional
share dilution in the computation of earnings per share.

Other employee benefits

Pursuant to the relevant PRC laws and regulations, each of the PRC
subsidiaries of the Group is required to participate in a retirement
benefit scheme organised by the local municipal government
whereby the Group is required to contribute a certain percentage
of the salaries of its employee to the retirement benefit scheme. The
only obligation of the Group with respect to the retirement benefit
scheme is to pay the ongoing required contributions. Contributions
made to the defined contribution retirement benefit scheme are
charged to the consolidated income statement as incurred.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, i.e., assets that necessarily take
a substantial period of time to get ready for their intended use
or sale, are capitalised as part of the cost of those assets. The
capitalisation of such borrowing costs ceases when the assets
are substantially ready for their intended use or sale. Investment
income earned on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted from the
borrowing costs capitalised. All other borrowing costs are expensed
in the period in which they are incurred. Borrowing costs consist
of interest and other costs that an entity incurs in connection with
the borrowing of funds.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)
Dividends

Final dividends proposed by the directors are classified as a
separate allocation of retained profits within the equity section of
the statement of financial position, until they have been approved
by the shareholders in a general meeting. When these dividends
have been approved by the shareholders and declared, they are
recognised as a liability.

Interim dividends are simultaneously proposed and declared,
because the Company's memorandum and articles of association
grant the directors the authority to declare interim dividends.
Consequently, interim dividends are recognised immediately as a
liability when they are proposed and declared.

Foreign currencies

These financial statements are presented in Renminbi, which is
different from the functional currency of the Company of United
States dollars. The Company's consolidated financial statements
are presented in Renminbi because management considers that a
substantial majority of the group companies are in the PRC and
the Group primarily generates and expends cash in Renminbi.
Each entity in the Group determines its own functional currency
and items included in the financial statements of each entity
are measured using that functional currency. Foreign currency
transactions recorded by the entities in the Group are initially
recorded using their respective functional currency rates ruling
at the dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies are retranslated at the functional
currency rates of exchange ruling at the end of the reporting
period.

All differences are taken to the income statement with the exception
of all monetary items that provide an effective hedge for a net
investment in a foreign operation. These are recognised in other
comprehensive income until the disposal of the net investment,
at which time they are recognised in the income statement. Tax
charges and credits attributable to exchange differences on those
monetary items are also recorded in equity.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—SF+-_A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (continued)
Foreign currencies (continued)

Non-monetary items that are measured in terms of historical cost
in a foreign currency are translated using the exchange rates at the
dates of the initial transactions. Non-monetary items measured at
fair value in a foreign currency are translated using the exchange
rates at the date when the fair value was determined.

As at the end of the reporting period, the assets and liabilities
of the entities in the Group are translated into the presentation
currency of the Company at the exchange rates ruling at the end
of the reporting period and their income statements are translated
at the weighted average exchange rates for the year.

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the exchange reserve.
On disposal of a foreign operation, the component of other
comprehensive income relating to that particular foreign operation
is recognised in the income statement.

For the purpose of the consolidated statement of cash flows, the
cash flows of overseas subsidiaries are translated into Renminbi
at the exchange rates ruling at the dates of the cash flows.
Frequently recurring cash flows of overseas subsidiaries which arise
throughout the year are translated into Renminbi at the weighted
average exchange rates for the year.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

4, REVENUE AND OTHER OPERATING REVENUES 4,

Revenue

Revenue, which is also the Group's turnover, represent the net
amount received and receivable for the goods sold by the Group to
outside customers, less returns and allowances, commissions from
concessionaire sales, consultancy and management service fees,
and gross rental income.

An analysis of revenue is presented below:

Wi e HAth R & s

W 5

Wik (FAAKRBNZEER) A%
BHINER P HE S WM B U S B
HFEE O RRE RITE - RRTEEH
ERe  FAREERBEREES
WA e

Wes DM HIRAAT

2010 2009
—B-BF _—_TTNF
RMB'000 RMB'000

ARBTFRE ARETET

Sale of goods - direct sales EniEE - EEHEE 1,328,177 1,253,143
Commissions from concessionaire sales (Note) FFFEMEEME (M) 2,022,056
Consultancy and management service fees BHAREERGEE 19,967 27,245
Gross rental income el A 168,551 158,822
3,819,375 3,461,266
NOTE: MiaE :

The commissions from concessionaire sales are analysed as follows: R EEEEMASE TR
2010 2009
—e-®F —TThE
RMB'000 RMB'000

ARBTT AR¥ETT

Gross revenue from concessionaire sales HFrEEEES AR

12,008,169 10,480,916

Commissions from concessionaire sales S EEHEERS

2,302,680 2,022,056
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—SF+-_A=+—HIFE

4. REVENUE AND OTHER OPERATING REVENUES 4. WEREMEEWE (B)

(continued)

Segment information DEE R
For management purposes, the Group has a single operating and HAEEEX  AEBERRA—BLE
reportable segment - the operation and management of department AHERE -EFECEREERE
stores in the PRC. All revenues from external customers are JE o AEBFARK LN BERER
generated in the PRC and all significant operating assets of the BINIBRP - FTBXEEEHURTF
Group are located in the PRC. °
Other operating revenues Hth &% W
2010 2009
—B-BF _TITNF
Notes RMB'000 RMB'000
fizk AR®Tr AR®TT
Promotion income f& SHBA 74,815 66,362
Credit card handling fees ERRFEE 189,613 167,942
Equipment leasing income BEHEWA 22,828 22,018
Display space leasing fees EiE5HiE e 14,244 10,851
Administration fees THEHR 48,663 41,259
Service fees AR5 B 30,000 27,527
Government grants IR I #70 B) (i) 16,872 12,638
Compensation income BEWA (i) 3,620 8,900
Gain on disposal of a jointly-controlled H & —RHERIEH|EF
entity EAEmEs (i) 44,529 =
Other income H YA 135,519 89,871
580,703 447,368
NOTES: By EE
(i) Various local government grants have been granted to reward (i) AEEEBEMTRNEE TZEMHE

the Group for its contributions to the local economy. There were
no unfulfilled conditions or contingencies attaching to these
government grants.

(ii) Pursuant to the relevant contracts and a decision of the China (ii)
International Economic and Trade Arbitration Commission (the
"Commission”) dated 8 May 2009, the Group is entitled to receive
compensation from a landlord in Hangzhou, Zhejiang Province,
the PRC, amounting to RMB3,600,000 for the current year (2009:
RMB8,900,000) for the landlord's breach of the terms of the
underlying lease agreement. On 29 December 2010, the Group
received an aggregate amount of RMB16,000,000 from the landlord
as compensation, arbitration fee and overdue fine.

(iif) Pursuant to the agreement entered into between the Company (iii)
and Yangzhou Yangzi River Investment Development Group
Limited ("Yangzhou Investment"), an independent third party, the
Group disposed of its 55% equity interest in Yangzhou Parkson
for a consideration of RMB78,500,000 and recognised the cash
consideration receivable in excess of the investment cost as a gain
on disposal of a jointly-controlled entity.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

5.

PROFIT FROM OPERATIONS 5 re
The Group's profit from operations is arrived at after charging/ AREFNLL AN B I&HE (5

(crediting): A) THIER®BER :
2010 2009
—E-BF _—_TTNF
RMB'000 RMB'000
ARBTRT ARBTT
Cost of inventories recognised as expenses EZERYNFERAKN 1,098,954 1,041,852
Staff costs excluding directors’ BIRAK (TEREESME
remuneration (note 7): (FFE7)) -
Wages, salaries and bonuses I& - e kita 209,847 181,211
Pension scheme contributions RREEHEIHER 31,410 30,120
Social welfare and other costs HEE N & E AR 73,356 62,016
Equity-settled share option expenses BRERESEERX 35,192 -
349,805 273,347
Depreciation and amortisation e R 179,962 166,223
Operating lease rentals in respect of FHAEEMENLERLDY
leased properties: e
Minimum lease payments * KRS 362,975 310,495
Contingent lease payments * A E" 212,712 189,859
575,687 500,354
Loss on disposal of items of property, HEWE « W= NEE
plant and equipment I E1E 876 1,585
Auditors' remuneration ZERT 2 4,579 5,767
Gross rental income in respect of KREYHEMNHES WA BEE
investment properties (16,790) (19,846)
Sub-letting of properties: DY -
Minimum lease payments Witk (67.959) (61,404)
Contingent lease payments * s} IAFE & (83,802) (77,572)
(151,761) (138,976)
Total gross rental income BEtEE AU A (168,551) (158,822)
Direct operating expenses arising on MEEEREMEEER
rental-earning investment properties BEELERY 1,208 5264
Foreign exchange (gains)/losses BN (W), BE (25,663) 176

# Minimum lease payments of the Group include rental payments #
for the lease agreements with pre-determined rental payments and
minimum guaranteed rental payments for lease agreements with
contingent rental payments.

Contingent lease payments are calculated based on a percentage
of relevant performance of the tenants pursuant to the rental
agreements.

REASEEEERRERNE
MEEHE RREBEHEHHENL
AESHBNRERS

KRB HIREBEEEBZNOE
RRQEREERKAS ©
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—SF+-_A=+—HIFE

6.  FINANCE INCOME/COSTS 6. MEWRA HEA&
2010 2009
—E-FF _—_TTNF
Notes RMB'000 RMB'000
Bt =E ARETRT ARETT
Finance income: BEWA :
Interest income from held-to-maturity FZ2F|EARKERF]E
investments WA 132,629 133,904
Bank interest income RITHEWA 67,041 48,648
Interest income from loans receivable  FEUTE 2k i 51 B UK A - 585
Interest income from a cross currency X X BRI R 5 EA 2 HE
interest rate swap arrangement Z FB A (i) 13,040 27,839
Interest income from cross RYX B E 2 F B A
currency swaps (i) 1,220 -
213,930 210,976
Finance costs: BB -
Senior guaranteed notes due R-ZZE——F+—H3H
November 2011 MBI EREE (114,728) (113,474)
Senior guaranteed notes due R-T——FF1 A5 H
May 2012, redeemable in 2010 REBEERERE -
AR _ZE—ZFEM (67,524) (64,230)
Interest expenses on bank loans and RITERREMER 2
other loans, wholly repayable MERT (BERAEA
within five years ZHEE) (138,006) (140,276)
Premium arising from early REBR T _FE5%
redemption of the SGN2012 EREBFREENHE (i) (29,492) -
Term loan facilities FEHEZRmME (4,510) -
(354,260) (317,980)
NOTES: Ft 2
(i) As further disclosed in note 32 to these financial statements, in (i) BB RARI AR E - R

2007, the Group entered into a cross currency interest rate swap
arrangement to provide the Group with a RMB equivalent fixed rate
debt at 3.45% per annum.

On 29 December 2010, the SGN2012 were fully redeemed by the
Group using the funds raised through the syndicated loan of
US$250,000,000 at a redemption price of 103.5625%, which gave
rise to a premium charged at 3.5625% in accordance with the
original contract.

(ii) As further disclosed in note 30 to these financial statements, in
2010, the Group entered into a series of cross currency swaps in
respect of the term loan facilities of US$250,000,000.

116 PARKSON RETAIL GROUP LIMITED B ¥ & B AR AR

(ii)

TTLE  AEETUINER
FEBRTH - §ERAEER
HE 2 4 I 5 B35 1) A R

FEMERK -

R_ZE—ZTF+_A=-+NA8"
AEEMNAERBREERMNE
& £250,000,0003 JT LA fE 5] & &Y
103.56250E BB R =T — — F
BEEREE BERGHNESE
3.56250H) % (B o

R RERM 0T HE - R =
T —FTF - K& E 3250,000,000
ELMERERBER LT — &
VIR X EHEIEH o



NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

7- DIRECTORS' AND SENIOR EXECUTIVES® EMOLUMENTS 7.

Directors' remuneration for the year, disclosed pursuant to the Rules
Governing the Listing of Securities (the “Listing Rules") on the Stock
Exchange of Hong Kong Limited (the “Stock Exchange") and Section

BEENERITHRAEME

BEEEBMARIHAR AR ([H
RAET]) #EHLEMARA (T EMmAEAD
REB RGN E 161168 FE M E

161 of the Hong Kong Companies Ordinance, is as follows: HEESEEHSMT

2010 2009

—g-BE —TINF

RMB'000 RMB'000

AR¥TT ARETT

Fees 7 B 816 840

Other emoluments: Hiie -

Salaries, allowances, bonuses and e o~ BBL - TEAR

other benefits H b4z 7 2,135 1,625

Pension scheme contributions RAREETEIMH TR 146 148

Share options benefits REARERR A 6,581 _

9,678 2,613

(a) Independent non-executive directors

The fees paid to independent non-executive directors during

() BAFITES

FARBILIFRATES NN

the year were as follows: Fan R

Fees
=
RMB'000
ARMT

2010 —E-FF
Mr. Werner Josef Studer Werner Josef Studer4t 4 136
Mr. Ko Tak Fai, Desmond SEELE 136
Mr. Yau Ming Kim, Robert FE8amlkE 136
408

2009 —ETNF
Mr. Werner Josef Studer Werner Josef Studerfc 4 140
Mr. Ko Tak Fai, Desmond SiEELE 140
Mr. Yau Ming Kim, Robert 8wt 140
420

There were no other emoluments payable to the independent
non-executive directors for the year ended 31 December

2010 (2009: Nil).

BE-E-—BF+-A=1—
1L R R A PN T BT
ERTEEHE (CTER

FE) o
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NOTE TO FINANCIAL STATEMENTS

BTSRRI RE

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

7.  DIRECTORS' AND SENIOR EXECUTIVES' EMOLUMENTS 7. EBEERERITHRAEME (&)
(continued)
(b)  Executive directors and a non-executive director (b) HITEER—BIIHTES
Salaries,
allowances, Pension
bonuses and scheme
Fees other benefits contributions Total
He
ERL ~ fEAL Rike
M REAME SR B
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETR
2010 —E-FTF
Executive directors: BITEE :
Mr. Cheng Yoong Choong BB EE 136 - - 136
Mr. Chew Fook Seng AR T 136 2,135 146 2,417
272 2,135 146 2,553
Non-executive director: EMITESE ¢
Tan Sri Cheng Heng Jem RETEEER 136 - - 136
408 2,135 146 2,689
2009 —ETNE
Executive directors: BITEE :
Mr. Cheng Yoong Choong S P e 140 = - 140
Mr. Chew Fook Seng AR A 140 1,625 148 1,913
280 1,625 148 2,053
Non-executive director: FEHTES
Tan Sri Cheng Heng Jem RETEEER 140 - - 140
420 1,625 148 2,193

Included in salaries, allowances, bonuses and other benefits
was a discretionary bonus of RMB413,000 (2009: RMB82,000)
to Mr. Chew Fook Seng, a director of the Company, for the
year ended 31 December 2010. There was no arrangement
under which any directors waived or agreed to waive any
remuneration during the year.

PARKSON RETAIL GROUP LIMITED B B P ¥ £ E AR A A

e R TEAREMEF
BIEEE-_T—ZTF+=-A=
+—HLEFELRTARAES
AR ENIBIEL AR
413,000 (ZEZTNF : AR
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NOTE TO FINANCIAL STATEMENTS

BTSRRI RE

Year ended 31 December 2010 HE—T—SF+-_A=+—HIFE

7. DIRECTORS' AND SENIOR EXECUTIVES' EMOLUMENTS 7. EBEERSRITHAE#MS (8)
(continued)

()

Five highest paid employees (0 TEBRSFHMES
The five highest paid employees during the year included rEELEEaFMEER 2
one (2009: one) director, details of whose remuneration are FEE—R(ZEZNF : —
set out above. Details of the remuneration of the remaining H)EE HBle#BER L
four (2009: four) non-director, highest paid employees for N2 REFHEBRMNE (=
the year are as follows: TTENF MR WIHEESH
&= o iE BB

B

2010 2009
—B-2F —TThF
RMB'000 RMB'000

ARBTFRE ARETET

Salaries, allowances, bonuses and e BRL - BAK
other benefits H fth 12 5] 5,463 4,109
Pension scheme contributions BIRG T EIERK 299 293
5,762 4,402
The number of non-director, highest paid employees whose e FUATHEN S I
remuneration fell within the following bands is as follows: FiEE (WIEE) WA
T
Number of employees
BB A
2010 2009
—2-2F —TTNF
HK$1,000,001 to HK$ 1,500,000 1,000,001/ 7 £ 1,500,000/ 7T
(equivalent to RMB850,931 to (HEERAR®850931TE
RMB1,276,395) AR¥1,276,3957T) - 4
HK$ 1,500,000 to HK$2,000,000 1,500,000/ 7T 2 2,000,00078 7T
(equivalent to RMB1,276,395 to (FBERARE,276,3957TF
RMB1,701,861) AR¥1,701,8617T) 4 -
4 4
In the opinion of the directors, the Group has no other key EERA BREXFRENE
management personnel (as defined in IAS 24, Related Party ERhEERFMESN K
Disclosures) other than the directors and the five highest SEWEREMEMFIFEERA
paid employees as disclosed above. B (TR RBEIBR gt 2ER|E24

St B2 HRE ) »
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—SF+-_A=+—HIFE

RETIREMENT BENEFITS SCHEME

The PRC subsidiaries and the jointly-controlled entity of the Group
are required to participate in the employee retirement benefits
scheme operated by the relevant local government authorities
in the PRC. The PRC government is responsible for the pension
liability to these retired employees. The Group is required to make
contributions for those employees who are registered as permanent
residents in the PRC and are within the scope of the relevant PRC
regulations at rates ranging from 20% to 22.5% of the employees'
salaries for the years ended 31 December 2010 and 2009.

The Group's contributions to pension costs for the year ended 31
December 2010 amounted to approximately RMB31,556,000 (2009:
RMB30,268,000).

INCOME TAX

The Group is subject to income tax on an entity basis on the profit
arising in or derived from the tax jurisdictions in which members
of the Group are domiciled and operates.

Under the relevant PRC income tax law, except for certain
preferential treatments available to certain PRC subsidiaries and
the jointly-controlled entity of the Group, the PRC companies of
the Group are subject to corporate income tax at a rate of 25%
(2009: 25%) on their respective taxable income. During the year,
eleven PRC entities of the Group (2009: eleven PRC entities) have
obtained approval from the relevant PRC tax authorities and were
subject to preferential corporate income tax rates or corporate
income tax exemptions.

An analysis of the provision for tax in the consolidated income
statement is as follows:

BARBREE
AEBHP RN BRAR RERZEHE
%ﬁﬁ%ﬁ¢ﬁm%mﬁﬁﬁ%ﬁL
YEME BRNEFETE] - FEIEATA
fh& ERKEEXZMENRE - &
ZEEFERZFTTENF+ZA=
+—E¢¢E~$%IM%E§£W
BHRBIKAERRE B BER TR
ENEHREEBZREEH SN T200E
22.500 N FE B L B 5R o

HE-_ZT—ZTF+-A=+—HLHF
g KEIﬁEWiﬁKﬁm@AE
#31,556000C (ZZEZENF : AR
#30,268,0007T ) °

Frig®i

$Elmiﬁﬁﬁﬁ AEEE T
KL AR PTELIER
HORIE - IREEGURPTER -

ﬁﬁﬁﬁ$l% ma BRAEES
F BB HEEHIEEER
ZHEETERR L%'$E.m¢.
REARBEES BNERBMAL
2500 (— T NF ¢ 250) RBEMN D
EFBEH - RAFE @ A5EE+—FK
FEAR (ZTEENF : +—KRFEH
NA]) BEEBETEB AR
BEPEMBHEETIEREDE
FR1SHL ©

KRB W amR AR BB B DT

T~
2010 2009
—g-gF —TEIAF
Note RMB'000 RMB'000

i AR®TFR ARBTRT

Current income tax N BART 1S F7 326,718 283,090
Deferred income tax RIEFTISEL 21 (22,467) 3,322
304,251 286,412
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

9.  INCOME TAX (continued) 9. FnER
A reconciliation of the income tax expense applicable to profit from REAEFGMEABEERRKEE
operations before income tax at the statutory income tax rate to AT & FERETS I M S B iR AR &
the income tax expense at the Group's effective income tax rate, EERMENEF RS LA SR
is as follows: XERRIAT ¢
2010
=7
British Virgin
Hong Cayman Islands
Kong Singapore Islands Y| PRC Total
B4 g H] ELEE Gl it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

AE®TT % ARETR h ARETT % AR%TR % ARETRT % AR®TR %

Profitloss) from operations Rt HERASE
before income tax ﬂfﬂ/(l&ﬁﬁ) 45,575 (31) (100,935) 4510 1,378,789 1,327,908

s

Income tax at the statutory RETAERENE

income tax rate RFTER 7520 165 (6) 200 - - - - BT 250 3221 265
Tax losses not recogised HAEANREER - 6 - - 17,776 17,782
Tat losses previously not FHAEAMACER

recognised, now recognised HHEEE - - - - (6621) (6,621)
Tax ffect of expenses not ARMENRRZN

deductivle for tax purposes nBye - - - - 7342 1342

Effect of withholding tax on AEERENHEAA

the distrbutable profits of B AR

the Group's PRC subsidiaries ~~ TEHIHZ/E - - - - 493 43
Effect of withholding tax on HE—F LR

the gain arising from disposal ~~ BBELIE

of ajointi-contolled entity ~ TEHIHZZ (2.694) - - - y (2854)

Tax effect of preferentil taxrates  FRHEMHEZE - - - - (67,994) (67,994)
Tax effect of non-taxable income~ FEEZRMANREEE (509) - - - - (509)
Tax charge for the year TEERBRH 411 90 - - - - - - 300,134 218 304251 229
2009
ZETNE
British Virgin
Cayman [sfands
Hong Kong Singapore Isands 7B PRC Total
&k s AEkE RUEHE hE &5
RMB000 RMB'000 RMB'000 RMB'000 RMB'000 RMB000

AEETT o ARETR W ARETT  ® ARETT  w ARETR % ARETR o

Profitloss) from operations ~ AKzFTER LA
before income tax 7@ /(BB 515 (65) (31.999) ) 1255334 1223,766

Income tax at the statutory REEHERENE

income tax rate ol 8 165 (13 00 = - = - 3383 B0 33906 57
Tax losses not recognised RAREANTEER - 13 - - 12001 12034
Taxeffect of expenses ot PIRfENRRY

deductivle for tax purposes ke 2 - - - - 446 4046

Effect of withholding tax on TEERENHELA
the distrbutable profits of g AR

the Group's PRC subsidiaries ~ AIHZ/E - - - - 19404 19,404
Tax effect of preferential tax rates  ERHREFREE - - - - (62,978) (62979)
Tax charge for the year REERELH 8 165 - - - - - - B3 28 86412 D4
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—SF+-_A=+—HIFE

10. EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY 10. BARIZEREZEEAELES

EQUITY HOLDERS OF THE PARENT

Basic earnings per share amounts are calculated by dividing
the profit for the year attributable to ordinary equity holders of
the parent by the weighted average number of ordinary shares
outstanding during the year.

Diluted earnings per share amounts for 2010 and 2009 are calculated
by dividing the profit for the period attributable to ordinary equity
holders of the parent by the weighted average number of ordinary

IR 2 F

BRERENTIZER

CIEgaE

FAEARGARFEFNBEEREARER
B 31T B @A () 10 I P I B BT

"

= o

Ean

e —TFR=

BEAN R AR
/\FETEZIKHﬂF'ﬁ“lJTEJB%LAZKEF% T

PENEEENOEH

BlREREE

shares outstanding during the year plus the weighted average AN ﬁhﬂﬂ%?ﬁ%@ﬂtﬁﬁﬁ%ﬁ@
number of ordinary shares that would be issued at no consideration BT B IR AR (F R R T B AR R A
on the deemed conversion of all the dilutive potential ordinary EREZBITHE BRI INEFHE -
shares into ordinary shares.
The following reflects the income and share data used in the basic THARRETESRERNRE SRR
and diluted earnings per share computations: B A R IR 10 R B
2010 2009
—E-FF —ZETNF
RMB'000 RMB'000
ARET T ARET T
Earnings B
Profit attributable to ordinary equity holders of R EGRERREERT
the parent, used in the basic and diluted NN R T EIREREE A
earnings per share calculation J&E (5 A1) 991,808 910,846
Number of shares
arar=igE
2010 2009
—E-2F —ZEENF
Shares [igr)
Weighted average number of ordinary shares REstEEREARAT K
in issue during the year used in the basic FAE BT ERARA INE
earnings per share calculation TR EL 2,808,249,374  2,802,528,953
Effect of dilution: wmEye .
Share options BE RS A 46,661 850,144
Weighted average number of ordinary shares MEEY EMARN L BR
adjusted for the effect of dilution bﬂ*é%’q%ﬁ( 2,808,296,035  2,803,379,097
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

11.  PROPERTY, PLANT AND EQUIPMENT 1. 9% BERRE
Group rEE
Land and Leasehold Motor Equipment  Construction
buildings  improvements vehicles and fixtures in progress Total
THREF HENEEE fE  RERKE FEIR a5t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREBTT  ARETT ARETR ARETr  ARETr ARETx
At 1 January 2009, RZEENE-A-R"
net of accumulated depreciation AR 25tE 748,472 375,167 6,593 133934 41838 1,306,004
Additions NE = 45904 1,454 17933 1,183,827 1,249,118
Transfers from construction in progress AR TIZEA - 58,789 - 9,495 (68.284) -
Transfer from investment properties  FMEREMEEA 43012 - - - - 43012
Disposals i3 (102 (1324) (179) (1,788) - (3393)
Depreciation charge for the year AEERES (22,763) (92,689) (2,060) (31,875) - (149,387)
At 31 December 2009 and WZEENF+-A=1—H
1 January 2010, k=5-F5-f-R"
net of accumulated depreciation MR EsHE 768,619 385,847 5,808 127,699 1,157,361 2,445,354
Additions AE - 99,555 3122 16,264 118347 237288
Acquisition of a subsidiary (note 35)  WE—FMEAE (MizF3s) - = 260 33 = 603
Transfers from construction in progress  FER T 1,161,840 53,183 = 4558 (1219,581) =
Disposals e - (482) (135) (1352) (50) (2019)
Disposal of a jointly-controlled entity ~ HE—F i FEH EE
(note 36) (FizE36) (20247) (376) (20 (1,249) (120) (22,012)
Depreciation charge for the year AEEHELH (33.227) (102,290) 2.171) (27,753) = (165,441)
At 31 December 2010, R-Z-Z5+-f=t-8"
net of accumulated depreciation BB 2:TE 1,876,985 435,437 6,864 118,510 55977 2,493,773
At 1 January 2009 RZEENE-A-H
Cost B 871,690 669,811 14243 342,023 41,838 1,939,605
Accumulated depreciation ZHTE (123218) (294,644) (7,650) (208,089) - (633,601)
Net carrying amount REFE 748472 375,167 6,593 133,934 41838 1,306,004
At 31 December 2009 RZEENF+_R=1—H
Cost B 918,288 769,352 14919 364,575 1,167,381 3,204,515
Accumulated depreciation ZHTE (149,669) (383,505) (9,1m) (236,876) - (779,161)
Net carrying amount FEFE 768,619 385,847 5,808 127,699 1,157,381 2,445,354
At 31 December 2010 RZE-EF+-fR=1-8
Cost KR 2,033,393 920,739 17,766 372,461 55977 3,400,336
Accumulated depreciation Z:HE (156,408) (485,302) (10,902) (253,951) - (906,563)
Net carrying amount REFE 1,876,985 435,437 6,864 118,510 55977 2,493,773

All of the Group's land and buildings are located in the PRC, and the land
is held under a medium term lease.

AEBEMELTHREFHURPE - M

Htp i IENEE -
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—SF+-_A=+—HIFE

12. INVESTMENT PROPERTIES 12. BREWHE
Group A& E

2010 2009
—E-EF —TFTNF
Note RMB'000 RMB'000
s AR¥ET it ARETT

At 31 December R+—_HA=+—8H
Cost (D% 56,788 183,243
Accumulated depreciation 2T E (5.431) (14,679)
51,357 168,564
Reclassification bk (i) - (115,999)
Net carrying amount BRmFEE 51,357 52,565
Fair value at 31 December Rt A=1+—B8AFE 95,398 64,600

The investment properties are leased to third parties under operating
leases, further summary details are included in note 37 to the
financial statements.

NOTE:

(i) During the year, the Group reclassified the land portion of the
Group's investment properties previously recorded in investment
properties to lease prepayments (note 13). The reclassification is
applied retrospectively and the reconciliation of balances as at 31
December 2009 is presented as follows:

REVERELEZENVLBETE=
o HABREHENYEHRRME
37 ¢

B -

(i) RERN ANEBEHFHE AR
BRI EYMENTEBIEEYE
T E AFEMESE (HEE13) ©
EFRECEYER M=
NE+ZA=+—BHEHEER

AI25)a0F :

Investment Lease
properties prepayments
REWF A
RMB'000 RMB'000
AREBFIT ARBFIT

At 31 December 2009, as previously reported R-ZZEHFE+_-_A=+—H
AT 2 %R 168,564 398,310
Reclassification g (115,999) 115,999
52,565 514,309

After the reclassification, all the lease prepayments for land use
rights paid to the PRC government authorities are categorised in
the same account.

13. LEASE PREPAYMENTS

Lease prepayments represented land use rights paid to the PRC
government authorities and are amortised on the straight-line basis
over their respective lease periods. The leasehold land is held under
a medium term lease and is situated in the PRC.

PARKSON RETAIL GROUP LIMITED B BX I ¥ £ E AR A A
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NOTE TO FINANCIAL STATEMENTS
B TSR T 5
Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

13.

14.

LEASE PREPAYMENTS (continued) 13. FEfM#EE (8)
During the year, the Group reclassified the land portion of the REA - NEEEEFEEZ AR
Group's investment properties previously recorded in investment REMENTEBREYE LD
properties to lease prepayments (note 12). RENES (HE12)
INTANGIBLE ASSETS 14. BEEE
Group KEE
The movements of intangible assets are as follows: EBREEENSESHT :
Computer
Goodwill software Total
EmE e LG st
RMB'000 RMB'000 RMB'000
ARBFIT ARBEFIT ARETFIT
(Note)
(F3E)
At 1 January 2009, net of accumulated WN—_ZZHFE—H—H -
amortisation AEHIBR RET S 2,101,506 492 2,101,998
Addition NE - - -
Amortisation BH - (492) (492)
At 31 December 2009 and RZZEZNF+=—A=+—H
1 January 2010, net of accumulated r—ZE—ZTF—F—H "
amortisation EHIBR Rty 2,101,506 = 2,101,506
Addition (note 35) AE (F13E3s) 70,736 = 70,736
Amortisation e - - _
At 31 December 2010, R-ZE—ZTF+_-_A=+—8 -
net of accumulated amortisation IR Rt 2,172,242 = 2,172,242
At 1 January 2009 R=ZZEZNF—HF—H
Cost DN 2,101,506 3,277 2,104,783
Accumulated amortisation SR - (2,785) (2,785)
Net carrying amount R FE 2,101,506 492 2,101,998
At 31 December 2009 and RZZEZNF+_A=+—HK
1 January 2010 —T—ZTF—HF—H
Cost AR 2,101,506 3,277 2,104,783
Accumulated amortisation S = (3,277) (3,277)
Net carrying amount REDFE 2,101,506 = 2,101,506
At 31 December 2010 R-EBE—ZTFE+_-_HA=+—H
Cost XA 2,172,242 3,277 2,175,519
Accumulated amortisation Bty = (3,277) (3,277)
Net carrying amount BREFE 2,172,242 = 2,172,242
NOTE: MzE :

Computer software is amortised on the straight-line basis over five years.

BB REREY

ERAFHREH -
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—SF+-_A=+—HIFE

14. INTANGIBLE ASSETS (continued) 14.
Impairment testing of goodwill

The carrying amount of goodwill has been allocated to the following
cash-generating units:

BEEE (8)

AR R E A
HENEEESHRE FIRSES
B

2010 2009
—g-%F —TThA
Note RMB'000 RMB'000

i AR®TFR ARBTRT

Xi'an Lucky King Parkson Plaza Co., Ltd. FAZ T E2HEKES AR A A (a) 111,104 111,104
Parkson Retail Development Co., Ltd. BAREEZEGRAT (b) 302,766 302,766
Chongging Wanyou Parkson Plaza ERBERBBRESBRAR
Co., Ltd. (c) 2,712 2,712
Shanghai Lion Parkson Investment EEMmEBEREZMBR AR
Consultant Co., Ltd. (d) 9,343 9,343
Asia Victory International Limited FE AR A A (e) 315,225 315,225
Anshan Tianxing Parkson Shopping B\ REHREYH L
Centre Co., Ltd. BRAF (f) 272,743 272,743
Jiangxi Parkson Retail Co., Ltd. TIHEBEEFILUEEE
AR AT (9) 508,909 508,909
Mianyang Fulin Parkson Plaza Co., Ltd. #R[GEEEAKESAER A A (h) 91,478 91,478
Nanning Brilliant Parkson Commercial FZERBEEREERR QA
Co., Ltd. (i) 155,066 155,066
Tianjin Parkson Retail Development RKEABRBEEZERAR AT
Co., Ltd. (j) 81,168 81,168
Lung Shing International Investment & (£ BERIGEEE AR A A
Development Company Limited (k) 59,003 59,003
Xi'an Chang'an Parkson Store Co., Ltd. FALZRLZAERBAEAERAA () 54,672 54,672
Xi'an Shidai Parkson Store Co., Ltd. ALZERAREEERREAF (m) 137,317 137,317
Shantou Parkson Store Co., Ltd. WEEBH R EEAR AT (n) 70,736 =
2,172,242 2,101,506
NOTES: YaE

(a) Xi'an Lucky King Parkson Plaza Co., Ltd. principally engages in the
operation of two department stores in Xi'an, the PRC.

(b) Parkson Retail Development Co., Ltd. principally engages in the
operation of six department stores in Beijing, Taiyuan, Zhengzhou,
Harbin and Xinjiang, the PRC.

(c) Chongging Wanyou Parkson Plaza Co., Ltd. principally engages in
the operation of three department stores in Chonggqing, the PRC.

(d) Shanghai Lion Parkson Investment Consultant Co., Ltd. principally

engages in the provision of consultancy and management services
in Beijing, the PRC.
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NOTE TO FINANCIAL STATEMENTS

BTSRRI RE

Year ended 31 December 2010 HZE =%

14.

TEL-A=+—ALFE

INTANGIBLE ASSETS (continued)

Impairment testing of goodwill (continued)

(e)

(9)

(h)

(n)

Asia Victory International Limited and its subsidiaries principally
engage in the operation of two department stores in Kunming, the
PRC.

Anshan Tianxing Parkson Shopping Centre Co., Ltd. principally
engages in the operation of a department store in Anshan, the
PRC.

Jiangxi Parkson Retail Co., Ltd. principally engages in the operation
of a department store in Nanchang, the PRC.

Mianyang Fulin Parkson Plaza Co., Ltd. principally engages in the
operation of a department store in Mianyang, the PRC.

Nanning Brilliant Parkson Commercial Co., Ltd. principally engages
in the operation of a department store in Nanning, the PRC.

Tianjin Parkson Retail Development Co., Ltd. principally engages in
the operation of a department store in Tianjin, the PRC.

Lung Shing International Investment & Development Company
Limited and its subsidiary principally engage in property investment
and holding in Anshan, the PRC.

Xi'an Chang'an Parkson Store Co., Ltd. principally engages in the
operation of a department store in Xi'an, the PRC.

Xi'an Shidai Parkson Store Co., Ltd. principally engages in the
operation of a department store in Xi'an, the PRC.

Shantou Parkson Store Co., Ltd. principally engages in the operation
of a department store in Shantou, the PRC.

The recoverable amount of each cash-generating unit has been
determined based on a value in use calculation. To calculate this,
cash flow projections are prepared based on financial budgets as
approved by the executive directors which cover a period of five
years. The pre-tax discount rate applied to the cash flow projections
is 9.7% (2009: 9.6%). No growth rates have been projected beyond
the five-year period.

14.

mILEE (B)

AEOBERNR (&)

(0 ERERARATRENMBAF
FERFERPELMREES -

(f) BILREFREYHTOERAR
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(9) THEARTILAAEERARE
ERTEEELE—KAEE °

(h) mMEERARESARAREE
RPBEREEEE—FKBERE °

0] FEEMNBAREERRARTE
RPBEEELE—KAEE -

() REARBERRERAAEE
REPEEXEEE—RARTIRE °

(k) EEERREERERATLE
MEBAREERTEELELEY
ERE -

() AZRZABRBERRARTE
RPBEAEREE—FKAERE °

m FEXHEREREEERARIER
RPBEEREE—RATRE °
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BULSEEE — KB EE
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NOTE TO FINANCIAL STATEMENTS
BT ERAR M

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

14. INTANGIBLE ASSETS (continued)
Key assumptions used in the value in use calculations

The following describes the key assumptions of the cash flow
projections.

Store revenue: the bases used to determine the future
earnings potential are historical sales and
average and expected growth rates of the
retail market in the PRC.

Gross margins: gross margins are based on the average
gross margins achieved in the past two
years.

Operating expenses: the bases used to determine the values
assigned are the cost of inventories
purchased for resale, staff costs,
depreciation and amortisation, rental
expenses and other operating expenses.
The value assigned to the key assumption
reflects past experience and management's
commitment to maintain the operating
expenses to an acceptable level.

Discount rates: discount rates reflect management's
estimate of the risks specific to these
entities. In determining appropriate
discount rates for each unit, a consideration
has been given to the applicable borrowing
rates of the respective units in the current
year.

Sensitivity to changes in assumptions

With regard to the assessment of value in use of the respective
department store cash-generating units and the consultancy and
management services cash-generating unit, management believes
that no reasonably possible change in any of the above key
assumptions would cause the carrying value, including goodwill,
of the unit to materially exceed its recoverable amount.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

15. INTERESTS IN SUBSIDIARIES 15. REEBATKNER
Company VNN
2010 2009
—E-2F5 ZTThHF
RMB'000 RMB'000
ARETRT ARETT
Unlisted shares, at cost FE TR - K AET 579,041 579,041
Due from subsidiaries JE WS BT /28 1 R 5K 1B 2,467,299 1,937,192
Due to subsidiaries FETHI B A 7l IB (526,915) (487,643)
2,528,425 2,028,590
The balances with subsidiaries are unsecured, interest-free and have WEBARMGESRAERE 8 NE
no fixed terms of repayment. BB -

R-ZE—ZTF+-_A=+—H  &AAQ
A B A RIFFIBNT ¢

Details of the Company's subsidiaries as at 31 December 2010 are
set out below:

Place of
incorporation/
registration and

Percentage of equity
interest attributable
to the Company

operations Paid-up AAQFEEREBDE  Principal
Company name ML capital Direct Indirect activities
Ak RisEmH BrRBRE Ef MiE TEEE

Subsidiaries Kt B2 7

Grand Parkson Retail Group Limited  British Virgin Islands HK$0.5 100 - Investment holding

BRARARAA EBRUES 0.587T REER

Parkson Investment Pte Ltd. Singapore $$10,000,000 - 100 Investment holding

MK R AERERR AR AN 10,000,000%f A3 TT RERK

Rosenblum Investment Pte Ltd. Singapore S$2 - 100 Investment holding

MIREFAREFRAA Gl BT TT REER

Exonbury Limited Hong Kong HK$2 - 100 Investment holding

BREEMERAA 303 28T REER

Parkson Supplies Pte Ltd. Singapore $$100 = 100 Investment holding

MR MAREERERAR AR 10087 N4 7T REER

Step Summit Limited Hong Kong HK$1 - 100 Investment holding

ZEBRAR BB 18T REER

Hong Kong Fen Chai Hong Kong HK$1 - 100 Investment holding
Investment Limited N 18T REZRR

BEERREARAF
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Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

15. INTERESTS IN SUBSIDIARIES (continued) 15. RHEBARKNER (8)
Place of Percentage of equity
incorporation/ interest attributable
registration and to the Company
operations Paid-up ADQREMEREFIL  Principal
Company name SR capital Direct Indirect activities
NGIEL: RSE 2 HERAE B i IEEH
Shanghai Lion Parkson Investment The PRC US$500,000 - 100 Provision of
Consultant Co., Ltd. * e 500,0003 7T consultancy and
HEMBREXABRAAN management
services
REFAREE RS
Shanghai Nine Sea Parkson The PRC US$12,000,000 - 100  Operation of
Plaza Co., Ltd. ** H 12,000,000 7T department stores
LB NBERERER AR REREBE
Shanghai Honggiao Parkson The PRC RMB16,800,000 - 100  Operation of
Development Co., Ltd. * H AK#16,800,0007C department stores
LBUREREERR AR KEREE
Wuxi Sanyang Parkson Plaza The PRC RMB80,000,000 - 60  Operation of
Co, Ltd. ** H AR #80,000,0007T department stores
B -HaRERERAR™ REREE
Xi'an Lucky King Parkson Plaza The PRC RMB32,500,000 - 100  Operation of
Co., Ltd. * H AR 32 500,0007T department stores
ARV EERESERAR RERERE
Beijing Century Parkson The PRC RMB600,000 - 100 Research and
E-business Co., Ltd. **** H AR #600,0007T development of
TRt AREFEBERA A computer software
B AR
RF%
Chongging Wanyou Parkson Plaza The PRC RMB30,000,000 - 70 Operation of
Co,, Ltd. ** e AR #30,000,0007C department stores
EEERBBRERERAA™ REFE
Mianyang Fulin Parkson Plaza The PRC RMB30,000,000 - 100  Operation of
Co, Ltd. ** s AR #30,000,0007T department stores
HHEERERESERAR™ KERER
Sichuan Shishang Parkson Retail The PRC RMB30,000,000 - 100  Operation of
Development Co,, Ltd. * H AE30,000,0007T department stores
M)l B REEEREBRAR KERER
Hefei Parkson Xiaoyao Plaza Co., Ltd. * The PRC RMB8,000,000 - 100 Operation of
BEEREERGAR AR H AR #38,000,0007T department stores

PARKSON RETAIL GROUP LIMITED A B I ¥ £ E AR A A
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

15.  INTERESTS IN SUBSIDIARIES (continued) 15. RHREBEARNER (&)
Place of Percentage of equity
incorporation/ interest attributable
registration and to the Company
operations Paid-up ADEEEREFDL  Principal
Company name ML, B capital Direct Indirect  activities
ARER RESE BRRA E# Mg TEXK
Anshan Tianxing Parkson Shopping The PRC RMB10,000,000 - 100  Operation of
Centre Co., Ltd. ** H AR #10,000,0007T department stores
BLRBEEBYROERAF™ BEBEE
Guizhou Shengi Parkson Retail The PRC RMB17,000,000 - 60  Operation of
Development Co., Ltd. *** H AK#17,000,0007C department stores
EMBEEEERER A KERBE
Parkson Investment Holdings The PRC 1S$30,000,000 - 100 Investment holding
Co,, Ltd. * th 30,000,000 7T REFER
SHARKRERRAT
Parkson Retail Development Co., Ltd. * The PRC US$16,680,000 - 100  Operation of
BREEFERARAR F 16,680,000 75 department stores
KERERE
Global Heights Investment Limited British Virgin Islands US$1 - 100 Investment holding
FREERRAT] EBRLHES (E REZR
Asia Victory International Limited British Virgin Islands US$50,000 - 100 Investment holding
EERRBRATF EBERAHE 50,000 7T REER
Shunhe International Hong Kong HK$10,000 - 100 Investment holding
Investment Limited % 10,0007 7T REER
IEFBEE &R ERR A
Kunming Yun Shun He Retail The PRC RMB30,000,000 - 100  Operation of
Development Co,, Ltd. * e AE#30,000,0007T department stores
ERZEENEXERER AR KEREE
Creation (Hong Kong) Hong Kong HK$10,000 - 100 Investment holding
Investment & Development Limited &% 10,000/87T REZR
BIE (B8) REERAB AR
Creation International Investment British Virgin Islands US$50,000 - 100 Investment holding
& Development Limited EBERUMHE 50,0005 7T REER
EIEERREERBRAA
Golden Village Group Limited British Virgin Islands US$50,000 - 100 Investment holding
TREEFRAAF RBRAES 50,000% 7T REER
Jiangxi Parkson Retail Co., Ltd. * The PRC RMB8,500,000 - 100  Operation of
IRBEPLRBEERARN th AR #8,500,0007T department stores

R2BAER
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Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

15. INTERESTS IN SUBSIDIARIES (continued) 15. RAHEBARKNER (8)
Place of Percentage of equity
incorporation/ interest attributable
registration and to the Company
operations Paid-up ADEEERERFDL  Principal
Company name ML capital Direct Indirect  activities
NEBE Ecd=$: HRERAK =8 i TEEK
Lung Shing International Investment & British Virgin Islands US$50,000 - 100 Investment holding
Development Co,, Ltd. KBRS 50,000% T REZR
BRERBEEEEEREB AR
Anshan Lung Shing Property The PRC US$1,050,000 - 100 Property management
Services Limited * R 1,050,0003 7T MEER
BILEBRMEREERA A"
Xi'an Chang'an Parkson Store Co., Ltd. * The PRC RMB10,000,000 - 100 Operation of
AERZBBRBEER AR H AR #10,000,0007T department stores
KEREE
Xi'an Shidai Parkson Store Co., Ltd.*  The PRC RMB 15,000,000 - 100  Operation of
AZEREREEERAR" H AR #15,000,0007C department stores
REREE
Shanghai Xinzhuang Parkson Retail ~ The PRC RMB20,000,000 - 100  Operation of
Development Co,, Ltd. * H AR ®20,000,0007T department stores
PBEHARHEERAR AR KERERE
Nanning Brilliant Parkson The PRC RMB20,000,000 - 100  Operation of
Commercial Co., Ltd. * s AR #20,000,0007T department stores
HENHAREEERAAN RERE
Tianjin Parkson Retail The PRC RMB 10,000,000 - 100  Operation of
Development Co,, Ltd. * s AR #10,000,0007T department stores
REBBRHERRBBRAR REEER
Changshu Parkson Retail The PRC RMB 15,000,000 - 100  Operation of
Development Co., Ltd, *** s AR #15,000,0007T department stores
PABREEERERAR KERER
Zunyi Parkson Retail The PRC RMB12,500,000 - 100  Operation of
Development Co,, Ltd. *** e AR #12,500,0007C department stores
ERARREERBR AR KERER
Lanzhou Parkson Co., Ltd. * The PRC RMB20,000,000 - 100  Operation of
NS ARARERERAR &= AR #20,000,0007T department stores
REBEE
Shijiazhuang Parkson Retail The PRC RMB15,000,000 - 100 Operation of
Co., Ltd*** H AR#15,000,0007C department stores

RREBYEREEERA
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 BE—Z—ZF+_-A=+—HItFE

INTERESTS IN SUBSIDIARIES (continued) 15. REEARNER (8)
Place of Percentage of equity
incorporation/ interest attributable
registration and to the Company
operations Paid-up ADEEERERFDL  Principal
Company name ML capital Direct Indirect activities
AL R BRRA B MiE FEEK
Beijing Huadesheng Property The PRC RMB80,800,000 - 100  Property management
Management Co., Ltd. *** gl AR #80,800,0007C MEER
T REERMEERERLD A
Capital Park Development Limited British Virgin Islands US$2 - 100 Investment holding
RBRUEE e REER
Capital Park (HK) Investment & Hong Kong HK$1 - 100 Investment holding
Development Limited N 1T REERR
IH (FR) REERARRA
Malverest Property British Virgin Islands Us$2 - 100 Investment holding
International Limited EBRLHE 2ETT REERR
Malverest (Hong Kong) Limited Hong Kong HK$1 - 100 Investment holding
%% (B8) BRAR B BT REFER
Oroleon International Limited British Virgin Islands US$2 - 100 Investment holding
RERUEE VE REERKR
Oroleon (Hong Kong) Limited Hong Kong HK$1 - 100  Investment holding
BB 18T REER
Releoment International Limited British Virgin Islands Us$2 = 100 Investment holding
RBRLEE e REER
Releoment (Hong Kong) Limited Hong Kong HK$1 - 100 Investment holding
BB 18T REER
Leonemas International Limited British Virgin Islands US$2 - 100 Investment holding
RBRAEE VE REER
Leonemas (Hong Kong) Limited Hong Kong HK$ 1 - 100 Investment holding
BB BT REER
Duo Success Investments Limited British Virgin Islands US$1 - 100  Investment holding
RERUES E RERK
Huge Return Investment Limited Hong Kong HK$1 - 100 Investment holding
MBZREFRDA BB 18T REER
Hanmen Holdings Limited Hong Kong HK$1 - 100 Investment holding
EEERAF BB 187 REER
Favor Move International Limited British Virgin Islands US$1 - 100 Investment holding
FERRERAA RBRLES (E REER
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Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

15.  INTERESTS IN SUBSIDIARIES (continued) 15. RHEARNER (8)

Place of Percentage of equity

incorporation/ interest attributable

registration and to the Company

operations Paid-up ARAFEEREE AL Principal
Company name ML, capital Direct Indirect  activities
RAEER RE&E Y BRRE B MiE FEEK
Jet East Investments Limited British Virgin Islands US$1 - 100 Investment holding
ERREFRAA RBRLES (E REER
Victory Hope Limited Hong Kong HK$1 - 100 Investment holding
HBRR AT Bt 1B REZK
Shaoxing Shishang Parkson Retail The PRC RMB20,000,000 - 100  Operation of

Development Co., Ltd. *** H AR #20,000,0007C department stores
AEREARRRERBRART BREBEE
Shantou Parkson Commercial The PRC RMB8,000,000 - 100 Operation of
Co., Ltd. *** H AR #£8,000,0007T department stores

PIEEIEL2TE o) YN KEREE
Great Dignity Limited Hong Kong HK$2 - 100  Investment holding
AEERERRA 30 2B REER
Bond Glory Limited British Virgin Islands US$1 - 100 Investment holding
REAR A RERAHS E REER
Choice Link Limited British Virgin Islands Us$1 - 100 Investment holding
BERARDTA RBRUES (E REER

*%

FRRKR
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NOTE TO FINANCIAL STATEMENTS
B TSR T 5
Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

16. INTERESTS IN A JOINTLY-CONTROLLED ENTITY 16. RHERBEZEHERBNES
Particulars of the jointly-controlled entity are as follows: HEZEFIEEHOFBOT ¢

Percentage of
ownership interest
attributable to

Place of the Group
Company name registration AEEME(L  Principal activities
NCIEE & 0 3t 2 FrERzREE FEXEK
Xinjiang Youhao Parkson Development Co., Ltd. * The PRC 51 Operation of
FERIFEREAFEERERAA & department stores
KEBER
* Although the Group has ownership of more than half of the voting * BEAEEREFERERNBF
power of the subject entity, the joint venture agreement establishes HIRERE  BEEMHRMTELRA
joint control over the subject entity. The joint venture agreement % %'J BEER - s HEBRIL
ensures that no single venturer is in a position to control the BE-SEBHIETEERE
activity unilaterally. TEEE o
The share of the assets, liabilities, income and expenses of the RZZE—ZFER_ZFTNF+=-A=
jointly-controlled entity at 31 December 2010 and 2009 and for the +— E| &Eﬁ:ﬁ:%ﬁ% HE IEFEREER
years then ended, which are included in the consolidated financial FAIEHIERE EE  AF WAKRH
statements, is as follows: YRR - WEEALE KR
A
2010 2009
—E-2F —ZTThF
RMB'000 RMB'000

ARBTRE ARETET

Current assets BB E 104,819 96,634
Non-current assets IERBNEE 4,243 28,505

109,062 125,139
Current liabilities mEAE (78,770) (70,961)
Non-current liabilities ERBBE (1.332) (1,453)
Net assets BEFE 28,960 52,725
Revenue Wz 98,124 88,213
Purchases of goods and changes in inventories IR E Y N 175 % (25,145) (24,788)
Operating expenses IR EERT (38,072) (37,891)
Finance income & U A 2,446 1,378
Profit from operations before income tax R A5 AT AR & 71 S 37,353 26,912
Income tax expense FTS B (9.442) (5,565)
Profit for the year FENE 27,911 21,347
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Year ended 31 December 2010 HE—T—SF+-_A=+—HIFE

17. INVESTMENT IN AN ASSOCIATE

The Group has a 35% equity interest in Shanghai Nine Sea Lion
Properties Management Co., Ltd., which engages in providing
property management and real estate consulting services.

Particulars of the associate are as follows:

Particulars
of the issued

17. R—XBEQTNRE

AEBREBNESHMEEEBR
NE A0 - Z AR FREME
MR EIEREHER AR

BE R RFBIT

Percentage of
equity interest
attributable to

capital held Place of the Group
Company name FriE 2817 registration ZEBMAEL  Principal activities
ACIEY IR A FE = 1th 26 EZEsE FTEXEXK
Shanghai Nine Sea Lion Properties ~ US$165,000  The PRC 35 Property management
Management Co., Ltd. 165,000%7C and real estate
EBNEEMYEERBERAT consulting services
MEERERFME
B EARS
Group KEH
2010 2009
—E-BF _—ZTThF
RMB'000 RMB'000
ARBTR AR¥TT
Share of net assets of an associate BE—FKEtE A RNEEFE 2,110 2,232

The summarised financial information of the Group's associate is

N & BBt 2 X A O B R B R a2

as follows: T
2010 2009
—B-BF _—_TTNF
RMB'000 RMB'000
ARETT ARETT
Total assets BEBE 9,931 10,752
Total liabilities BELE 3,903 4,373
Net assets BEFE 6,028 6,379

PARKSON RETAIL GROUP LIMITED B ¥ & B AR AR



NOTE TO FINANCIAL STATEMENTS
B TSR T 5
Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

17. INVESTMENT IN AN ASSOCIATE (continued) 17. R—XBEQATANRE (B)

2010 2009
T—8F _TThF
RMB'000 RMB'000
AREFTT ARETT
Revenue Wz 24,554 25,212
Profit from operations before income tax Rk PIT 15 54 R 48 & A1) ) 1,148 2,203
Income tax expense SR X (258) (553)
Profit for the year FEF)E 890 1,650
Share of tax attributable to an associate FE(R— KB 2N R FiIE 90 194

Share of profit of an associate, eI —KEtE R FIHE
net of tax kR IE 311 577

18. OTHER ASSETS 18. Hth&EE
Group KEE
2010 2009
B2F Z—TThHF
Notes RMB'000 RMB'000
Mo aE ARETT AR®ETT
Guarantee deposits REBEZ S (i) - 4,000
Loan receivable R E = (i) - 400
Lease prepayments TEEE (iii) 39,685 54,116
39,685 58,516
NOTES: BaE

U]

(i)

(iii)

This represented deposits to a third party property developer to
secure certain retail spaces to be leased to the Group for setting
up new department stores within a prescribed period of time and
is refundable if there are still no suitable retail space available to
the Group in the forthcoming year. The balance at 31 December
2009 is refundable before the end of 2011 and was reclassified to
current assets in the current year (note 24).

This represented the long term portion of the loan to a
concessionaire supplier of a department store of the Group. The
loan receivable balance is secured and is repayable by monthly
installments of RMB400,000 commencing from January 2009,
bearing interest at a rate of 3% per annum. The loan balance of
RMB400,000, which will be receivable in 2011, was reclassified to
current assets (note 24).

This represented the long term portion of lease prepayments.

U] BAKERE=ZTMEEREX
Mwize  UWREREEREA
HETEEEMRELETAEEINL

RTHTE IS R R R D
A $Elm 55 - Bl
SARE - R=EENF+=A

E-i——EIEI’Jﬁ%%ﬁﬁﬂE(\_iE——i
ERRE YCHBFBE/AR
FRERBEE (FHiE24) ©

(i) EETFTAER BB SEFHE
EEERHREHIN ZEWRE
REEmAEBERE  BEE-_ETh
F—AREASPHEEBARE
400,0007T * IEFFIEIEFTBE o #§
R-TE——FWENERBLTEA
E%4000OOEE?&§* ZB AR
F}EE (M5E24) ©

(i) ERMESNOEREHG
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Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

19. HELD-TO-MATURITY INVESTMENTS, UNLISTED 19. BFZEZHARE L
Group and Company REERADT
2010 2009
225 _—FTINF
RMB'000 RMB'000
ARET Rt ARETIT
Current RE
Credit linked notes, at amortised cost SEREEZE - IR E A A 1,324,540 =
Non-current FETRE
Credit linked notes, at amortised cost EEMEZE - K - 1,365,640

The credit linked notes (the "CLN") were issued by JPMorgan Chase
Bank, N.A., London Branch, and have a tenor from 14 November
2006 to 13 November 2011. The CLN has a principal value of US$200
million and bears interest at a rate of 9.8% per annum. Interest is
payable semi-annually on 13 May and 13 November of each year,
commencing on 13 May 2007.

At 31 December 2010, the CLN serves as collateral against the senior
guaranteed notes due November 2011 (note 31).

Management considers that the CLN was purchased as part of
a financing arrangement enabling the Group to obtain RMB-
denominated interest-bearing bank loans of RMB1,500,000,000 for
funding its operations in the PRC. The counterparty's payment of
interest and principal on the CLN is subject to the Group's payment
of interest and principal on the RMB denominated interest-bearing
bank loans (note 26).

PARKSON RETAIL GROUP LIMITED B X I ¥ £ E AR A A

MEBRERKBRITHAD 7T
Z2EEMHEZE (CIN])  ZHH
—EERFt+—A+tHBARE_Z
——HF+—HA+=HIk - CINKE A&
200,000,000 7T B 3% £ | Ko 8= &t
B-NMBEE-_ZEZE+HFHA+=H
B B¥FREA+=AKt+—A+
—HXf-

R-ZB—ZF+=-A=+—8 " CIN
DERR =T ——F+— AZMNE
RERFE (HFE31) 0ERmR

EIBEBRABECIN VK EEFAE
EHfE N ERUAARBENR SR
7B 2 A K #1,500,000,0007T /& H
BEBIRHESHRNE THE 2 8D
7 o X B EF HFBCINFT 2 2 5 B
ARG EIAREBERAARESERN
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

20.

INVESTMENT IN PRINCIPAL GUARANTEED DEPOSITS
Group

20.

REEFRRE
£33
2010 2009
—2-8F —TTNF
RMB'000 RMB'000

AR®BTR ARBTE

Investment in principal guaranteed deposits, 1FR— XK B B IR TTHIR A

in licensed banks in the PRC, at
amortised cost (Note) (BF3E)

TFRRE - IREH

2,810,238 809,170

NOTE:

These investments in principal guaranteed deposits have terms of less than
one year and have expected annual rates of return up to 4%. Pursuant to
the underlying contracts or notices, the investments in principal guaranteed
deposits are capital guaranteed upon the maturity date.

An aggregate amount of RMB1,302,000,000 was pledged as security
for the bank loan facilities (note 26) of the Group at 31 December
2010.

MEE :
ZERAGFREENBR LN —F - 18
H2FRIMR KRS 4% BIERABE L
NBA RAGFREENEEHEER
R-_E—ZFF+-_A=+—H  #%
A R #1,302,000,0007T B 5% 18 & & K
o EAAREBRIRETERME (Mt
26) MIEFL -
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

21. DEFERRED TAX ASSETS AND LIABILITIES

21. EEBEHEEEREE

Group A& E
Recognised
Balance at in the Balance at
1 January consolidated 31 December
2010 income 2010
R=-B-2F statement RZZE—ZF
—A—H ER&EE T=A=t—H
B &5 &R U 3 R R i e
Notes RMB'000 RMB'000 RMB'000
L= ARBTR ARBTR ARET T
Deferred tax assets: EREFHBEE :
Pre-operating expenses IREARTR 551 (335) 216
Depreciation e 4,190 (300) 3,890
Accrued rental expenses kA 20,062 5,115 25,177
Accrued coupon provision JEsT B RSB 16,783 (1,475) 15,308
Tax losses IEEE (i) - 9,000 9,000
41,586 12,005 53,591
Deferred tax liabilities: BERIAGLE

Depreciation wE (28,072) 2,004 (26,068)

Fair value adjustments arising WEEMB A RIFTEE
from acquisition of subsidiaries COPNSREECES (124,220) 1,490 (122,730)
Asset revaluation EESM (84,900) - (84,900)
Withholding taxes EHHIE (if) (12,000) 6,968 (5,032)
(249,192) 10,462 (238,730)
(207,606) 22,467 (185,139)

PARKSON RETAIL GROUP LIMITED B X I ¥ £ E AR A A



NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

21. DEFERRED TAX ASSETS AND LIABILITIES (continued) 21. EEREEERERE (B)
Recognised
Balance at in the Balance at
1 January consolidated 31 December
2009 income 2009
RZZEZNF statement R ZTZAF
—H—H ERGRE +-A=+—H
EofetrS W & TR EIFEES
RMB'000 RMB'000 RMB'000
ARETTT ARETTT ARET T
Deferred tax assets: REFIBEE
Pre-operating expenses BT Y 1,066 (515) 551
Depreciation neE 4,489 (299) 4,190
Accrued rental expenses JErte R Y 15,599 4,463 20,062
Accrued coupon provision JEH BB ARE 20,748 (3,965) 16,783
41,902 (316) 41,586
Deferred tax liabilities: ERETIEEE -

Depreciation e (30,076) 2,004 (28,072)

Fair value adjustments arising WEERT B R RIFTES
from acquisition of subsidiaries A FEFHE (125,710) 1,490 (124,220)
Asset revaluation BESE (84,900) = (84,900)
Withholding taxes TBMHE (5,500) (6,500) (12,000)
(246,186) (3,006) (249,192)
(204,284) (3,322) (207,606)
(i) The Group has not recognised deferred tax assets in respect (i) HRAEERRR_Z—F

F+_A=+—BTKAI8
BERAREETIEEIE 2 E
R R A 0 R R B E e AN
BREEAMNBTEEEAREK
1,219,000 (ZZEZTNLF : A
R #5,700,00070) HERTHEE
AIBRIELETIBE E U RFLE
FRELEBN —ZERFREH
7 A K #137,790,0007T (= &
T hF : AR ¥85000,0007T)
BREEHIBEE o

of tax losses arising in overseas countries of RMB1,219,000
(2009: RMB5,700,000) that are available indefinitely, and
in the PRC of RMB137,790,000 (2009: RMB85,000,000)
that will expire in one to five years, as it is not considered
probable that taxable profits will be available against which
the tax losses can be utilised at 31 December 2010.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 #HZE =T —

TFE+_A=+—BIFE

21. DEFERRED TAX ASSETS AND LIABILITIES (continued) 21. EBEBEEEREE (B)

(i) Pursuant to the PRC Corporate Income Tax Law, a 10% (i)  REBEPBECEMERE  RE
withholding tax is levied on dividends declared to foreign B A3 AK 37 Y SN AR B R EE (A
investors from the foreign investment enterprises established HNEI IR B E B R IR B AR
in Mainland China. The requirement is effective from 1 1008 FE I © EZ%EEQ =z
January 2008 and applies to earnings after 31 December TNFE—A—BRER -

2007. A lower withholding tax rate may be applied if RZEZT+F+=A= ‘|‘ EI
there is a tax treaty between Mainland China and the ZIBEERRF o WEPBEA
jurisdiction of the foreign investors. For the Group, the B YN $2 B o P RlAHE R
applicable rate is 5% to 10%. The Group is therefore liable RIAMBHE - AlFEARE

for withholding taxes on dividends distributed by those BT E - iAKEmE -

subsidiaries established in Mainland China in respect of BRAREN T500E10%2H °
earnings generated from 1 January 2008. At - $’§.ﬁﬁﬁﬁ'f¢‘ Bl A
IR H 2 S B A -z
TNF—HA— Ei?iﬂ’]%ﬂ

Fr o Ik B AR SR TR H0AK ©

22. INVENTORIES 22. #E&
Group AEHE

2010 2009
—B-FF _—TTNF
RMB'000 RMB'000
ARBTR AR¥KTT
Merchandise, at cost B ARG 222,756 167,617
Consumables, at cost HFEM - RKAE 11,058 12,294
233,814 179,911
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

23.

TRADE RECEIVABLES

Trade receivables are mainly consultancy and management
service fees receivable from "Parkson” department stores which
have an established trading history with the Group. The Group
normally allows a credit period of not more than 90 days to its
customers. A provision for doubtful debts is made when there is
objective evidence that an impairment loss has occurred. There
is no significant concentration of credit risk. The receivables are
interest-free.

An aged analysis of the trade receivables as at the end of the
reporting period, based on the payment due date, is as follows:

23.

B & 5 :RIA
EWEZHBALTEBEEIAE]
BEENGANEERBGE 258
EERASEEAIERA - A&E
—RAEFFRT TERE0 B HRR
Hl - AR BEBEIZACELRERS
18 B RBRRRE - AEERE
TESEETHEERR - ZFRK
RIA/RBIERR

RIBER - AN A SEEY
FEWE 53 RH R D ATAR T

Group rEE
2010 2009
225 —FTINF
RMB'000 RMB'000
AR¥ET it ARETT
Within 3 months =@ARN 7,422 5,888
3 to 12 months =Z=+_f@A 7,685 14,389
Over 1 year —F A 4,879 8,378
19,986 28,655

Included in the balance as at 31 December 2010 are trade
receivables from a jointly-controlled entity of RMB253,000 (2009:
RMB701,000) and from fellow subsidiaries of RMB4,063,000 (2009:
RMB13,503,000) which are attributable to the consultancy fee
income of the Group as disclosed in note 41(ii) below. These
balances are unsecured and interest-free.

The aged analysis of trade receivables that are not considered to
be impaired is as follows:

R-ZE-FTE+-_A=+—0  &&
BRRKEERZHEBNEKE S
FKIB AR #253,0007C (ZETNF
AR#7010007m) KRB R ZW B
NAEIREWE 78 A K #4,063,000
T (ZEZNF - AR #13,503,000
JC) o AT XM EE4GI) PR ER - 7%
ZRWE S FIE AN BN ARG
BINA - ZELBBEEBRES

AR R E R RN E 5 SR RRE 2
LU

Group KEM
2010 2009

—E-BF —ZThEF

RMB'000 RMB'000

ARBTR AR¥KTT

Neither past due nor impaired S 4 35 HA N ORE 7,422 5,888
Less than 3 months past due WBEA=EBLAT 2,114 3,091
Over 3 months past due BEA=EAE 10,450 19,676
19,986 28,655
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—SF+-_A=+—HIFE

23. TRADE RECEIVABLES (continued) 23

Receivables that were past due but not impaired mainly related to
receivables from fellow subsidiaries and corporate customers which
have a long business relationship with the Group. Based on past
experience, the directors are of the opinion that no provision for
impairment is necessary at this stage because there has not been a
significant change in credit quality of the individual debtors and the
balances are considered fully recoverable. The Group does not hold
any collateral or other credit enhancements over these balances.

FEWE S 7R (48)

B 18 BB SRR E B FE U TR IR £ B /B 2K
BREMERRREAEEAERY
EBERNRREFPEKFIA - R
BRELR  EERA  ARNERE
BARNEERRL BEREL - &R
AR AREE B - BERMERHBAE
HRERE - ARBAUEBBEXFHE
FREVETAEH R - TEEMIRER

R

24. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES 24. FEHARIE - RERHEMEWRIE
Group KEE
2010 2009
—EB-2F —ZTTHhF
Notes RMB'000 RMB'000
BT ARET T ARETT
Deposits & 76,214 54,474
Lease prepayments iEANEikn 88,066 117,813
Other prepayments Hib e3R8 24,229 21,886
Advances to suppliers [ {1 FE P B X 60,103 44,746
Receivables from a non-controlling JEUIEIE IR RSB A
interest holder FIH 1,288 1,288
Designated loans BEER (i) 400 1,048
Credit card sales receivables FEY{Z B RIHEIA 93,357 86,926
Interest receivables JrE YT 1) 2 31,700 30,094
Tax refund receivables JE YR i 3k I8 6,819 6,154
Loan receivable (note 18(ii)) e E Z (BTsE18(ii) 400 4,800
Guarantee deposits (note 18(i)) ReERE (HEE18()) 4,000 -
Other receivables H {th g Uk 7038 66,277 59,081
452,853 428,310
Less: Allowance for doubtful debts T RERE R (583) (583)
452,270 427,727
NOTE: MeeE :
(i) These designated loans bear interest at rates ranging from 5.58% (i) ZERTEE TR F5.58F =567

to 5.67% (2009: 5.58% to 6.66%) per annum and will mature
within one year. The Group has the right to offset the outstanding
designated loan balances against future rental payments to these
borrowers.

PARKSON RETAIL GROUP LIMITED B BX I ¥ £ E AR A A
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

25.

CASH AND CASH EQUIVALENTS AND TIME DEPOSITS
Group

25.

ReRRLSEYREWIER
A%

2010 2009
—E-%BF —TTNF
RMB'000 RMB'000
AR®TR ARETT
Cash and bank balances IRG NMERT1T4EER 1,556,110 1,844,021
Short-term deposits SHAITE X 871,778 1,202,908
2,427,888 3,046,929

Less: Non-pledged time deposits with original & : BB AR R AR EHBAE

maturity of more than three months when = {8 A /IR E 23

acquired TR (104,629) (322,045)
Cash and cash equivalents BEkBEEHEY 2,323,259 2,724,884

The cash and bank balances, and short-term deposits of the Group
amounting to RMB2,084,305,000 as at 31 December 2010 (2009:
RMB2,897,343,000) were denominated in Renminbi, which is not
freely convertible in the international market. The remittance of
funds out of the PRC is subject to the exchange restrictions imposed
by the PRC government.

R-EBE—ZF+_A=+—H K&
ErIRE RIRTTESRIAREEHERA
R #2,084,305,0007C (— T T AL F ¢
A R #2.897,343,0007C) A A R ¥ 5t
B MARBTERBREMES EEE
Hif o BESEHPRAX BT
EHERINEE B TR IR o

Company ¥ NN
2010 2009
—B-BF _—_TTNF
RMB'000 RMB'000
AR¥ET it ARETT
Cash and bank balances BE RIBTTES 12,310 1,350
Short-term deposits RHITFER 314,679 43,982
326,989 45,332

Cash at banks earns interest at floating rates based on daily bank
deposit rates. Short-term deposits are made for varying periods of
between one day and twelve months, depending on the immediate
cash requirements of the Group, and earn interest at the respective
short-term deposit rates. The bank balances are deposited with
creditworthy banks with no recent history of default.

FHERTTRIR 2R E B IRITFERA R
EERYHEXRMANE - AEER
HRReF2EL—BE2 T —_EAN
REEIE SR - 00 Rl HR AR BT BN R R
BURLE - T AEBRIRITHERIH
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

INTEREST-BEARING BANK LOANS FTRBITER
Group NEH
2010 2009
225 _—FTINF
RMB'000 RMB'000
AR¥ET it ARETIT
Bank loans IRITER
Current, mature in November 2011 BNEf - =T ——F+—A8
Ealpz 1,302,000 -
Non-current, mature in November 2011 JEENER - R—E——F+—H
EIH8 - 1,303,000
1,302,000 1,303,000
Bank loans repayable: AR DA T HARR AE R BV ERTT
B
Within one vear —F R 1,302,000 =
In the second year MNE_FR - 1,303,000
In the third to fifth years RE=2FRFA - 5
1,302,000 1,303,000

The bank loans from JPMorgan Chase Bank, N.A., Shanghai Branch
(the "Bank") were issued on 14 November 2006 and mature on 13
November 2011. Interest payable on the bank loans is equal to the
five-year bank loan rate as pronounced by the People's Bank of
China plus a spread of 2.35% per annum. To manage the Group's
interest rate exposure attributable to the bank loans, the Group
entered into interest rate swap contracts with the Bank and JP
Morgan Chase Bank, N.A. Hong Kong with an aggregate nominal
amount of RMB1,500,000,000 on 15 November 2006 (note 34).

In addition, pursuant to the agreements, the Bank is entitled to
request the Group to reduce the aggregate amount of bank loans
outstanding to reflect the reduction in the RMB equivalent amount
of the CLN which is denominated in USD (note 19). As a result of
the appreciation in the RMB in relation to the USD, the Group
repaid RMB1,000,000 in May 2010 (2009: RMB30,000,000) of the
bank loans during 2010.

PARKSON RETAIL GROUP LIMITED B BX I ¥ £ E AR A A

FEERRBRITLESTT (&
7)) MBTERR _ZERE+—
A+HmBEREMNR -_T——%F+—F8
+=B3H - BARITERFE TR
FRARBRITAI A AFHRTE
RAEINFEFR235EAE - BEE
REEREBITERZFERAR &
EER-_ZTENF+—A+ABHEZ
TREBERKRIRITEBDITRINL
4 B T (& A R #51,500,000,0007T #9 7)
KBEE L) (MI5E34) ©

PO - BIEZE i - RITAREEX
REBRBPDKREBRITERETENUR
BUAETTEHERMCIND ARESES
Hm D (KisE19) c AR ARBE R X
THE BHAEER_ZT—ZTFAHA
BERITERAR®1,0000007T (=
TERNF : AR#¥30,000,0007T) °



NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

26.

27.

INTEREST-BEARING BANK LOANS (continued)

On 15 November 2010, the Group entered into agreements of
Pledge Over Special Account (the "Agreements”) with the Bank,
whereby the Bank agreed to grant to the Group facilities up to
RMB1,500,000,000, in aggregate. As of the date of the agreement,
the total outstanding principal amount of the facilities under these
agreements is RMB1,302,000,000. The Group agrees to provide a
pledge over equivalent moneys of the outstanding principal amount
placed in a special account in favor of the Bank in accordance
with the terms and conditions in the Agreements to secure the
performance of the Group's obligations.

On the same day, the Group deposited an aggregate amount of
RMB1,302,000,000 (note 20) into DBS Bank (China) Ltd., Beijing
Branch ("DBS") with a maturity date of 10 November 2011, on which
day the PRC bank loan matures. According to the notice of pledge
and corresponding acknowledgment, the Group shall not have any
right to withdraw any amounts of the pledged money from the DBS
account unless prior written consent or instruction from the Bank
is obtained. Thereafter, the Group is no longer required to repay
certain amounts of the PRC bank loan to match the outstanding
RMB principal with the CLN denominated in US$.

As at 31 December 2010, all the Group's interest bearing loans were
denominated in RMB.

TRADE PAYABLES

An aged analysis of the trade payables is as follows:

26.

27.

STEBITER (B)
RZZE—FF+—H+HA ' ~&E
WMZTR L ERRFPER S (%
ZHzEl) BUZTRERTASE
BEE R % & A R ¥1,500,000,0007T &Y
RITER - NBZEILAH - ZFH
BRETRITERNAREEASRER
A K #1,302,000,0007T ° A& B A =
BZEWENIRR GG AZIT A
ZmATHRERRFNREERS
HESESTFREETE - DUREARE
EREITERE -

B—H AEEE—SHELAARE
1,302,000,0007C R A (BffsE20) A
ERIET (PE) BRAFIERDIT
(T2RET))  HTREHEAE-Z—
—F+—A+8 (AHERTERT
HH) - REEFEE RAEOER
Z2 . AEEERYERFITEFER
EREEIBEEE  RIFBLERHZT
MEMRESRIES - £ - AEBEE
BE—FEE—TSHENPERTE
FROAE H LA ETTEHEMCINE R E
BARBRSEEICR -

W-E—FE+-A=+—0 &%
B A B R A R -

BN E 5 RE
e B ZHIANRE DT :

Group rEE
2010 2009
—2-2BF —TTNF
RMB'000 RMB'000
ARETT AR®ETT
Within 3 months =@EAR 1,622,333 1,421,925
3 to 12 months =Z+—{@A 68,240 79,379
Over 1 year —F A 30,704 25,132
1,721,277 1,526,436
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

28. CUSTOMERS' DEPOSITS, OTHER PAYABLES AND 28. ®F#&$¢ -  HittFENFHEBERES

ACCRUALS A
Group ZF% Edl
2010 2009
—E-FF —TThF
RMB'000 RMB'000
AR¥T T ARETT
Customers' deposits BPEEe 863,191 688,186
Provision for coupon liabilities (Note) EBEAEERE (M) 66,553 74,676
Accrued salaries and bonuses EETH & RIEAT 20,812 20,207
Other tax payables Hith 5118 129,449 109,057
Deposits from suppliers HEmke 91,952 77,495
Construction fee payables FETEREEE 15,335 213,208
Rental payables e 105,442 70,931
Accrued interest FEETF A 34,004 33,009
Other payables and accruals HtENRIEREEA 186,625 179,786
1,513,363 1,466,555
NOTE: Mk -
A reconciliation of the provision for coupon liabilities is as follows: BESFERBENYRNOT
2010 2009
—g-%8F —TTAF
RMB'000 RMB'000
AR®T T AREFTT
At 1 January w—HA—H 74,676 89,922
Business combinations EBAH 1,692 -
Disposal of a jointly-controlled entity K E I HIE 2 (259) =
Arising during the year FARNEE 181,632 163,750
Revenue recognised on utilised points EBERES R A (164,036) (156,558)
Revenue recognised on expired points B2 HE S ERAUA (27,152) (22,438)
At 31 December R+=—A=+—H 66,553 74,676

The provision for coupon liabilities is estimated based on the amount of
bonus points outstanding as at the end of the reporting period that are
expected to be redeemed before expiry. The outstanding bonus points are
redeemable in the next two financial years from the end of the reporting

period.

PARKSON RETAIL GROUP LIMITED B BX I ¥ £ E AR A A
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

29.

30.

LONG TERM PAYABLES

The long term payables represented the long term portion of
accrued rental expenses.

REENARE
RHEMNFARERAHSAXRY

BB

TERM LOAN FACILITIES EHERRE
Group and Company rEBRAEAT
2010 2009
—E-EF —TTNF
RMB'000 RMB'000
AREFRT ARBTT
Term loan facilities FHERRE 1,615,130 -

On 10 November 2010, the Company entered into an agreement
with a number of overseas banks to borrow a loan in order to
1) provide funding for its business expansion and other general
corporate needs and 2) redeem the SGN2012 in full (note 32).
Pursuant to the loan agreement, the Company drew down the loan
at a principal of US$250,000,000 in two batches of US$70,000,000
and US$180,000,000 on 22 November 2010 and 23 December 2010,
respectively. The loan bears interest at a floating rate of LIBOR (6
month) plus 2.15% per annum, payable semi-annually in arrears on
10 May and 10 November of each year, beginning on 10 May 2011.
The principal of the term loan is repayable on 9 November 2013.

In order to hedge the Group's exposure to the risks arising from
the variability of interest rates and fluctuation of foreign exchange
rates, the Company entered into interest rate swap (note 34) and
cross currency swap (note 34) contracts on the respective draw-
down dates. The purpose of the swaps arrangement is to provide the
Group with a RMB equivalent fixed rate debt of RMB1,665,268,000
and a fixed interest rate of 1.66% per annum.

The obligation of the Company under the loan will be secured
by pledges or equitable mortgages and charges over the entire
issued share capital of certain subsidiaries of the Company upon
release of the existing charges under the senior guaranteed notes
due November 2011 (the "SGN2011", as defined in note 31 below).
The existing charges under the SGN2011 will be released upon the
maturity or full redemption of the SGN2011.

R_E—ZTF+—H+H ANQFH
AT EINRITEI L - AMZER
TEREN A1) ARAEBHRE
REM—BEEFTRKIERE S K2)
SEBEO _ZT-——FELEREE
(FF7E32) - IRIBEXHE » A QA
it E R R EVAS € RE 250,000,000 7T
(PR T —FF+—A=+=
AN—ZE—FTFE+-_A=-+=B5H37
2 BX70,000,000% JT % 180,000,0003
J0) e ERXARBUERTTRZERE (08
& 7)) I FZ2.15E H) F B F| = 5+
B MEER-ZE—FHATHE
REFHNEA+TERt+—ATHE®
FIA—K - EHERNAES AN
T—=F+—AhLBEE-

RERASERE N EREZKS
MER  ARRSIRRES BB
RIM A RIEH] (K aEs4) RRXE®
(M E34) A8 ZRERMR
BB BAARKEREEEFF
ERIBENTEEARBEEEER
1,665,268,0007T ©

ARAFHNEREERAERRIAE
AEBEEERR T ——F+— A
IPNEEREFREE (2T ——F
BEERREE] - N XMHEIAE
%) BTRAEMROAREETH
BARNEEE BTG HIERE
ke _T——FBEEFRRBERATHE
ERERRR —_E——FEBEERE
IR2 Ak 2 AR O R AR AR o
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Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

Sl

32.

SENIOR GUARANTEED NOTES DUE NOVEMBER 2011

SHIE

R-B-——F+—-AZHNEL
BERE

Group and Company AEERAEADT
2010 2009
—E-%F —TTNF
RMB'000 RMB'000
ARBTRT ARETT
Senior guaranteed notes due November 2011, RN—ZE——F+— A Z|HKY

listed BEEREE BLH
Current M ED 1,381,381 -
Non-current FEED - 1,353,033

On 14 November 2006, the Company issued the senior guaranteed
notes due November 2011 (the “SGN2011") in an aggregate principal
amount of US$200,000,000. The SGN2011 were admitted to the
Official List of the Singapore Exchange Securities Trading Limited.
The SGN2011 are due on 14 November 2011 and bear interest at
a rate of 7.875% per annum. Interest is payable semi-annually in
arrears on 14 May and 14 November of each year, commencing on
14 May 2007.

The obligations of the Company under the SGN2011 are secured
by (i) first priority pledges and share charges of all the ownership
interests in certain subsidiaries of the Company and (ii) a charge over
the CLN as disclosed in note 19 to these financial statements.

RZZFEXF+—A+WMAE - AQF
17N % 48 %A /5200,000,0003 JTTHY) —
T——FEREEREE([ZE——
FEAERREE]) —T——FE&
EREREBEFINEESR S TER
AEXEHTES - —T——FEALE
REBER-_ZT—F+—A+TABE
Hy  IRERNK7875EE B - FBA
H_ET+ERATNBEEREEN
FAtMHABEt+—A+HEBEEFE
M=k o

ARPR-FB——FBEEREET
MEET B NIIERES/ER : ()X
RAETHEB AR =M AEEDN
12 S A R A0 B R (i CLNEY 78
R (R TSIRMT L 199E5R) -

SENIOR GUARANTEED NOTES DUE MAY 2012, 32. R-Z——-—SHRA3HNELE
REDEEMABLE IN 2010 REE TR-ZE-—ZFHEE
Group and Company rEBRAEAT
2010 2009
—B-BF _—_TTNF
RMB'000 RMB'000
ARET T ARETT
Current B
Senior guaranteed notes due May 2012, RZZE——FH AZENEL
redeemable in 2010, listed EREE RN _ZE—EF
= E R - 845,089
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HZE =%

32.

TEt-A=+-ALFE

SENIOR GUARANTEED NOTES DUE MAY 2012,
REDEEMABLE IN 2010 (continued)

On 30 May 2007, the Company issued senior guaranteed notes due
May 2012 (the "SGN2012") in an aggregate principal amount of
US$125,000,000. The SGN2012 were admitted to the Official List
of the Singapore Exchange Securities Trading Limited. The SGN2012
are due on 30 May 2012 and bear interest at a rate of 7.125% per
annum. Interest is payable semi-annually in arrears on 30 May and
30 November of each year, commencing on 30 November 2007. The
Company has the option to redeem 35% of the SGN2012 through
proceeds from equity offerings before 30 May 2010 at a redemption
price (expressed as a percentage of the principal amount) equal
to 107.125%. After 30 May 2010, the Company has the option
to redeem all or part of the SGN2012 at a redemption price of
103.5625% in 2010 and 101.78125% thereafter.

The obligations of the Company under the SGN2012 are guaranteed
by certain of the Company's subsidiaries.

Furthermore, the Group has entered into a cross currency interest
rate swap arrangement with J.P. Morgan Securities (Asia Pacific)
Limited. The purpose of the swap arrangement is to provide the
Group with RMB equivalent fixed rate debt of RMB956,630,000 and
an interest rate of 3.45% per annum (note 34).

On 30 May 2010, the cross currency interest rate swap
expired with cash settlement at USD15,104,000 (equivalent to
RMB103,103,000).

As at 31 December 2010, the SGN2012 was fully redeemed by the
Group using the funds raised through the loan of US$250,000,000
(note 30) at a redemption price of 103.5625%.

32

R-ZEBE—Z—ZFHAZPNELE
REE JR-ZZFE—ZFER
(%)

R-EZELFRA=1+H" ' AAQF
2817 R4 48 %8 /5 125,000,000 TTHY
—E—_FRANHNEBEERE
BIZZE—Z—FEBEERERE]D -
TR FEEEREBRENNKEE
EXGHBEMEBERN LHES  —F
——FELEREBEN _T——FH
A=+H8ZH &% FEK7125E 5
B oFMEER_TTLF+—A=+
BERSFNRA=+THEHET+—A
Z+RE¥FELM K KATTH
BER-_Z—ZZFRA=1+HAE
BREREMSNEREBERNEE
107.125% M fERIE (A2 B E —
Bt E%) BR3s0nK — T — —F
BERREE -M-_T—ZTFRHA=
+H#%  ARRERR-_ZT—TF
¥ T {2 #9103.5625% 5 H £ IZ A/
101.78125%& Bl 2 2k ZpHp —F——
FRIEERERE -

ARAREBE_T-—FREERER
BEITHNAEEHARRETHEAR
PER

gHN - AEE D BERAERE S (2
K) BRRAFIZR X E R == 1
L o IR HTHF B MER BAE
BRHFANERISENTERARE

~

Z(F £ 3956,630,0007T (fiEE34) o

NZTE-—TERA=1H TXEK
MEREHEC fE MW - LA15,104,0003 7T
(£ A R ¥103,103,0007T) IR % 4

s

’;g_ °
R-E-—TF+_A=+—H =%
——FRAEREEEHAEEFH
B $250,000,0003< 7T (KT 7%30) FT &
SME S ILEERH{E103.5625%H)
EOEESED -
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33.

34.

CONTINGENT LIABILITIES

The Group and the Company did not have any significant contingent
liabilities as at 31 December 2010.

DERIVATIVE FINANCIAL INSTRUMENTS

Cash flow hedges are used to mitigate the Group's exposure to
changes in cash flows attributable to interest rate fluctuations
associated with interest and principal payments on the Group's
variable rate interest-bearing loans (note 26 and note 30) and
currency fluctuations associated with principal payments on the
SGN2012 (note 32) and the term loan facilities (note 30).

All derivative financial instruments are recorded at fair value on
the consolidated statement of financial position. Effective changes
in the fair value of these cash flow hedging instruments are
recognised in the hedging reserve in the consolidated statement
of financial position and are then reclassified from equity to profit
or loss in the same period that the forecasted cash flows of the
hedged item impacts profit. The ineffective portions of changes in
fair value of derivatives that do not qualify for hedge accounting
are recognised in the consolidated income statement.

An analysis of the Group's derivative financial instruments is
presented below:

33.

34.

HREE
AEBEARRR-_ZT—FF+_H
—t—EMELTAERHREE -

PTEEMTIA
iﬁi//lb%%ﬁ‘?ﬁﬁﬁ?ﬁﬁk@“KE.Fﬁﬁ
RANXEHSHRAEEFZEER
(M sF26 K Mt 5230) BOF B R A X
B PORE) - LA KR EEXRE M <
T _FEREERERE (HiE32)
REBMERRE (M530) A EX
NEMMKRE > MERENREREE
JEN

FATESR T ARAVEEREH

ﬁ‘%)‘ﬁ/ﬂ:%)\ﬁﬁ ° lﬂi,‘* Ei//miﬁL/EPI
N ENEREESNGES M EIRR

2%43 FERR A S e 1 S 58 ﬁlJfJFPIﬁ
HRienEr EaflnRmzn

B EEREAER - TFE T/EP%?
N ERIEER

FAREHMITETAR
FERIMPN T E WA R P HER -

AEBTESRI AN RN
I

Group M
31 December 31 December
2010 2009
—E-BF _—TTNFE
t+=A +=A
=t—H =t+—"H
Notes RMB'000 RMB'000
Loz AR®TR AREBTT
Interest rate swaps | = 4=

- hedging instrument for PRC — R EIRITE &R
bank loan TA () (25,902) (59,309)

- hedging instrument for — EEE R E ¥4
term loan facility TA (iii) 8,819 -
(17,083) (59,309)

Cross currency swaps RX B 5
- hedging instrument for the — T FELER

SGN2012 FREHPTA (ii) - (93,011)

- hedging instrument for term — EHAE KR E EH
loan facility TA (iii) (43,637) =
(43,637) (93,011)
(60,720) (152,320)
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34.

S5

DERIVATIVE FINANCIAL INSTRUMENTS (continued)
NOTES:

(i) The Group entered into interest rate swap contracts with
an aggregate notional amount of RMB1,500,000,000 with
JP Morgan Chase Bank, N.A. Hong Kong (the "Bank") to
convert the Group's variable rate bank loans (note 26) to
a fixed rate of 10.3% per annum. On each settlement date,
the bank loan interest and interest rate swap contracts are
settled simultaneously.

(i1) The Group entered into a cross currency interest rate
swap arrangement with the Bank to convert the Group's
US$125,000,000 notes to an RMB equivalent fixed rate
debt of RMB956,630,000 with an interest rate of 3.45%
per annum. On 30 May 2010, the cross currency interest
rate swap expired with cash settlement of USD15,104,000
(equivalent to RMB103,103,000).

(iii) In November 2010, the Group entered into a series of cross
currency and interest rate swap contracts with the contracting
parties to convert the Group's US$250,000,000 loan to an
RMB equivalent fixed rate debt of RMB1,665,268,000 with
a fixed interest rate of 1.66% per annum.

BUSINESS COMBINATIONS

On 23 November 2010, the Group entered into a sale and purchase
agreement with East Crest International Limited, a fellow subsidiary
of the Company, to acquire the entire interest in Bond Glory Limited
at a total consideration of RMB80,000,000.

Bond Glory Limited is the owner of the entire interest in Shantou
Parkson. Shantou Parkson owns and operates a department store in
Shantou. The acquisition was completed on 3 December 2010.

34.

58

fTEdmI A (8)

MEE :

(i) AEBEEFEERKNBIRITE
Bo17 ([5%17)) RIS HBE R
%8 & A R #1,500,000,0007T &)
FEBHEL B AREER
FRIRITER (MsEe) B A
BEEFHEI103E - RELEHE
B - RITEFF B K F =8 8
SHFIREE o

(i) AEEEZITIIVIXEET
REHLTH UEAERS
%8 /5125,000,0003 7T B Z 1% 88
BENRFIAMENTEEAR
¥ % {8 {5 75956,630,0007T ° 7
—E—ZETFRA=1+H" X
XEWEFNERBHEEmR A
15,104,000 T (F A A R &
103,103,0007T) IRE & H o

(il RZZT—ZTF+—F r£H
BEAENFIN —RIR XN E#
MFABEHAEH  UBAEE
#9250,000,0003 7T B 7 # A [
FEMERHIGENTEBAR
e L (E(5751,665,268,000 7T °

EBest
R—ZE—ZEF+—H=+=H" 'K
£ B AN R —KE R B A F)East
Crest International Limitedt A2 (B
A R #80,000,0007T 4 BEBond Glory
Limited 2 EP#ERA] L B B ik ©

Bond Glory Limited &\l58 & 2% 2 2F 4
mHEAA  BEEREIBEES R
KE—MBEEE WERZ-_ZT—ZTF
+ZA=HB5%EMK -
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35. BUSINESS COMBINATIONS (continued)

The fair values of the acquired identifiable assets and liabilities of
Bond Glory Limited and its subsidiaries at the date of acquisition
on 3 December 2010 were:

35. EKEH (8)
Bond Glory Limited R E B A RN =
T-TFE+ - A=BKREBAHIIN
BERBENATFENT :

Fair value
recognised on Carrying
acquisition value

UK RS By

BN
DN¥E AREE
RMB'000 RMB'000

ARBETT ARBTE

Property, plant and equipment M MR NERE 603 603
Inventories =g 659 659
Prepayments, deposits and other receivables — FE{TZRIE « 24 K E b FEUFIE 4,853 4,853
Cash and cash equivalents WENIREEEY 47,809 47,809
Investment in principal guaranteed deposits 1R A7 KI& & 6,500 6,500
60,424 60,424
Trade payables FENE 518 28,062 28,062
Tax payable FEf TR 740 740
Customers' deposits, other payables ¥FEE - HitENRIBR
and accruals fEZT & A 22,358 22,358
51,160 51,160
Fair value of net assets EEFEAFE 9,264 9,264
Goodwill arising on the acquisitions (note 14) FUKBEE A HIREE (MizE14) 70,736
Total consideration KB 80,000
Satisfied by cash PAIR & 45 80,000

The cash outflow on the acquisition is as follows:

ZEWBNRS/HAT

RMB'000

ARETR

Cash consideration RERE (80,000)
Cash and bank balances acquired FrigEmIR e RIRITHEH 47,809
(32,191)
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S5

36.

BUSINESS COMBINATIONS (continued)

Since the acquisition, Bond Glory Limited and its subsidiaries
contributed RMB3,852,000 to the Group's revenue and RMB 1,359,000
to the consolidated profit for the year ended 31 December 2010.

Had the combinations taken place at the beginning of year,
the revenue of the Group and the profit of the Group for the
year would have been RMB4,431,009,000 and RMB1,029,674,000,
respectively.

DISPOSAL OF A JOINTLY-CONTROLLED ENTITY

On 25 October 2010, the Group announced the decision of its board
of directors to dispose of its 55% equity interest of Yangzhou
Parkson Plaza Co., Ltd. ("Yangzhou Parkson"). Yangzhou Parkson is
a jointly-controlled entity of the Group and operates a department
store in Yangzhou. The Group has decided to cease its business
because the location of the Yangzhou Parkson store is no longer
desirable for department store operation and the size of the store
is too small to remain competitive in the market. The disposal of

35.

36.

EXkaot (B)
B8 A LA - Bond Glory Limited &£
MEBAREASEREZE T —TF+
ZA=Z+—RHIEFENRE RS T
BRI E AR 3,852,000T AR
#1,359,0007T °

WEHREVET AEBED
E&ZKEEEJ*%U/&H %EIJ
A K #4,431,009,0000T & A R i
1,029,674,0007T °

tﬂ%, EEEN—1

RZZE—ZF+HAZ+HH  A&E
Eﬁﬁﬁl%% BORE BEBMNEA
BREERNEERAR (HMAEK]D
5500/ 1 © HM B R AN EE ERE
HEBNEEHN—REEE - &
EAEEILEEERESE ARBMNE
BREMNMETHECAEEBLEE
KN EEEMG EREBRF N - 5

F A =

Yangzhou Parkson was completed on 16 November 2010. MNARNEHER_T—TF+— A+
NETER °
Carrying value
ARMEE
RMB'000
AR®T T
Net assets disposed of: HEEEFRE -
Property, plant and equipment ME - WE RFE 22,012
Inventories FE 1,512
Prepayments, deposits and other receivables ?Eﬁ RIE -~ 1RE N E Ath FE R 813
Deferred tax assets RIEH AR E 59
Cash and cash equivalents ReERRESEEY 16,333
Trade payables FERTE 55 IA (2,496)
Tax payable FET IR (347)
Customers' deposits, other payables EFEEE - HitENRIER
and accruals Ext &R (3,915)
33,971
Gains on disposal of a jointly-controlled entity (& 32 4| B ATSULES 44,529
78,500
Satisfied by cash AR & Xt
Cash Re 75,641
Other receivable H fth pE Y IR 2,859
78,500
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36. DISPOSAL OF A JOINTLY-CONTROLLED ENTITY 36. HEHEZEHER (B)
(continued)
An analysis of the net inflow of cash and cash equivalents in respect HHERLRZEHERBNRERREE
of the disposal of a jointly-controlled entity is as follows: BYRANFEIWTRAT ¢
RMB'000
AR¥ T
Cash consideration HERE 75,641
Cash and bank balances disposed of FTHE MR & RIRITAEH (16,333)
Net inflow of cash and cash equivalents in REEREIEHERENES
respect of the disposal of a jointly-controlled ~ RIR&ZEWin A F5E
entity 59,308
37. OPERATING LEASE ARRANGEMENTS AND 37. REMNTHRAE
COMMITMENTS
0] Operating lease arrangements 0] KERNZH
As lessee TERBATA
The Group leases certain of its properties and equipment REBRBEEEHEOLTHHERA
under operating lease arrangements. These leases have non- ETYMERRRE - ZFHAM
cancellable lease terms ranging from 5 to 20 years and there A BSHA N F5E20F 2
are no restrictions placed upon the Group by entering into f - BEAEEBMERNT L ZE
these lease agreements. FAAY ez M 2 BMEARI BRIl o
As at 31 December 2010, the Group had the following future R-ZE—ZEF+-_A=+—
minimum rentals payable under non-cancellable operating H  AEERETAIBEELE
leases: MAHHE RN R REEES
W
2010 2009
—2-FF —TTNHF
RMB'000 RMB'000
AR¥T ARBTT
Within one year —F R 490,992 395,999
In the second to fifth years, inclusive FERERE
(BREEEME) 2,201,574 1,704,012
After five years hEi& 4,417,627 3,883,726
7,110,193 5,983,737

A lease that is cancellable only upon the occurrence of
some remote contingency is a non-cancellable operating
lease as defined under IFRSs. Pursuant to the relevant
lease agreements, the Group is entitled to terminate the
underlying lease agreement if the attributable department
store business has incurred losses in excess of a prescribed
amount or any department store will not be in a position to
continue its business because of the losses.
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37/c

OPERATING LEASE ARRANGEMENTS AND 37. REBHORBRAERE (B)
COMMITMENTS (continued)
(i)  Operating lease arrangements (continued) () REAHZH (B
In addition to the above, the annual contingent rental Br bt AN - FEIAB S
amount is chargeable at a percentage of the respective EREENEEENE—aD
store's turnover. b AT o
As lessor tERHEA
The Group leases out certain of its properties under operating AEERBLEHNLEET
leases. These leases have remaining non-cancellable lease M o ZERAERT B AT
terms ranging from 1 to 10 years. HBHNT1E10FTE -
As at 31 December 2010, the Group had the following R-_E—ZEF+ -/ =+—
future minimum rentals receivable under non-cancellable B AEERESAEHEL
operating leases: LA H UK R (RS 10
B
2010 2009
—E-EF —ETNF
RMB'000 RMB'000
AR®T T AREFIT
Within one year —F R 48,780 73,709
In the second to fifth years, inclusive FE_EFERF
(BHEEREMF) 67,719 93,245
After five years HE%E 9,796 19,212
126,295 186,166
In addition to the above, the annual contingent rental Br bt E=AN - FREFKAHSIK
amount is calculated on a percentage of the respective EHPHEXBENE B
tenants' turnover. 8 e
(i)  In addition to the operating lease arrangements above, the (i) PFREREEHOLHIN - KK
Group had the following capital commitments at the end BERmEHRE AT &R
of the reporting period: s
2010 2009
—E-ZF —EThF
RMB'000 RMB'000
AR®T T AREBT T
Contracted, but not provided for: BRI A E R -
Leasehold improvements HEMEEE 8,078 9,216
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38.

TEt- A=+ ALFE

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group's principal financial liabilities, other than derivatives,
comprise interest-bearing bank loans, the senior guaranteed notes,
term loan facilities, trade payables and other payables. The main
purpose of these financial liabilities is to raise finance for the
Group's operations. The Group has various financial assets such as
prepayments, deposits and other receivables, trade receivables and
short-term deposits which arise directly from its operations.

The Group also enters into held-to-maturity investments and
derivative transactions, primarily interest rate swaps and cross
currency swaps. The purpose is to manage the interest rate and
currency risks arising from the Group's operations and its sources
of finance.

It is, and has been throughout the period under review, the Group's
policy that no trading in derivatives shall be undertaken other than
the interest rate swaps as mentioned above.

The main risks arising from the Group's financial instruments are
interest rate risk, foreign currency risk, credit risk and liquidity risk.
The board of directors reviews and agrees policies for managing
each of these risks and they are summarised below.

Interest rate risk

The Group's policy is to manage its interest risk using fixed interest
rate debts or structured fixed interest rate borrowings through
interest rate swaps (note 34).

The Group's exposure to the risk of changes in market interest
rates relates primarily to the ineffective portion of the hedging
instrument, i.e., the notional amount of the interest rate swaps
which are in excess of the hedged item, the RMB loan balance
of RMB1,302,000,000 (note 26). As at 31 December 2010, the
ineffective portion of the interest rate swap balance amounted to
RMB198,000,000 (31 December 2009: RMB197,000,000). Upon the
effectiveness of the agreements of Pledge Over Special Account
on 15 November 2010 (note 26), the repayment for the Group to
match the outstanding RMB principal with the CLN denominated
in US$ is not required. As such, no further ineffective portions of
the hedging instrument are expected in the future.

PARKSON RETAIL GROUP LIMITED B BX I ¥ £ E AR A A
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38.

TE+=A=+—ALLFE

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Foreign currency risk

As the Group's debt financing is mainly in USD while the Group
has significant investments and operations in the PRC, the Group's
statement of financial position can be affected significantly by
movements in the USD/RMB exchange rates. The Group seeks
to mitigate the effect of this currency exposure by structured
derivative transactions, primarily through cross currency interest
rate swaps. The purpose is to manage the currency risks arising
from the Group's cash flows from operations and its sources of
finance.

The Group also has transactional currency exposures. Such exposure
arises from sales and purchases by an operating unit in currencies
other than the unit's functional currency. The Group currently does
not have a hedging policy for transactional currency exposures.
However, management monitors foreign exchange exposure and
will consider hedging significant foreign currency exposure should
the need arise.

A reasonably possible change of 3% in the exchange rate between
USD and RMB as at end of the reporting period would have no
material impact on the Group's profit or loss and equity.

Credit risk

The Group trades on credit only with third parties who have an
established trading history with the Group and who have no history
of default. It is the Group's policy that new customers who wish to
trade on credit terms are subject to credit verification procedures.
In addition, receivable balances are monitored on an ongoing
basis with the result that the Group's exposure to bad debts is
not significant. The maximum exposure is the carrying amount as
disclosed in note 23 to the financial statements.

The credit risk of the Group's other financial assets, which comprise
cash and cash equivalents, short term deposits, investment in
principal guaranteed deposits, prepayments, deposits and other
receivables, held-to-maturity investments and certain derivative
instruments, arises from default of the counterparty, with
a maximum exposure equal to the carrying amounts of these
instruments. With respect to credit risk arising from derivative
financial instruments, the Group only enters into derivative
transactions with well-established financial institutions.

38.
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38.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND 38. HKRMEEBEERBEK (B)
POLICIES (continued)
Liquidity risk REBESRE
The Group's objective is to maintain a balance between continuity $$. 5 EMNARITERREAET S
of funding and flexibility through the use of bank loans and other BE  #iEES Lftﬁﬁiﬁi?z/ﬁ M 2 S
interest-bearing borrowings. 61% of the Group's debts would E’ﬂzfﬂ CTRIE—TFE+_A=+—
mature in less than one year as at 31 December 2010 (2009: 26%) B REFBREFREOEENE
based on the carrying value of borrowings reflected in the financial H{E ' AEBE61WHNEBER—FNR
statements. The directors have reviewed the Group's liquidity BB (ZEZTNE  26%) c EEE
position, working capital and capital expenditure requirements and BHAEENRBESMRR - €EE
determined that the Group has no significant liquidity risk. EREARAZTFTR  UERAEEL
Eij@/lb@]éﬂi “ °
The table below summarises the maturity profile of the Group's T%TEELTTZ A TEEA R AR IR 3R
financial liabilities as at the end of the reporting period, based on HRNASERBREHRNSHAED
contractual or expected undiscounted payments. BN
Year ended 31 December 2010 BE-Z-FEF+=-HA=+—HL
FE
Within 1 year 1-2 years 2-3 years 3-4 years Total
—-£r -EWF WEZF =ZENF &3t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AR¥ETR AR%¥Tn AR¥Trn AR¥Trn AR%ETx
Senior guaranteed notes due RZ_E——%+—A
November 2011 NHNEEERER 1,318,381 - - - 1,318,381
Term loan facilities THERRE - - 1,615,130 - 1,615,130
Interest-bearing bank loans s ERITER 1,302,000 - - - 1,302,000
Trade payables [ENE 5708 1,721,277 - - - 1,121,277
Customers' deposits, XEES - HfhEf
other payables and accruals TRRETER 1,513,363 - - - 1,513,363
Derivative financial instruments 3§ {E &% H T AH)
designated as hedging MEERIA
instruments 25,902 - 43,637 - 69,539
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38.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Liquidity risk (continued)
Year ended 31 December 2009

38. BIBEMEEBEEREE (&)

FREBESER (8)
BZE-_EZhAhE+=-A=+—HL

FE
Within 1 year 1-2 years 2-3 years 3-4 years Total
—FR —EWF ME=F =EME CEH)
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT AR®TT AR®TT ARETT ARETRT
Senior guaranteed notes due R-Z——%+—A
November 2011 HEMEBELERER = 1.353,033 - - 1,353,033
Senior guaranteed notes due May M=—Z— % A 3|
2012, redeemable in 2010 MEEERRE
(note 32) TR=Z—ZFEM
(FizE32) 845,089 s - - 845,089
Interest-bearing bank loans S ERTER = 1,303,000 - - 1,303,000
Trade payables ENEZHE 1,526,436 - - - 1,526,436
Customers' deposits, other BP&Re - EER
payables and accruals RERESER 1,466,555 - - - 1,466,555
Derivative financial instruments 38 E{E A% R T AH)
designated as hedging fTESEMTA
instruments 93,0M 59,309 - - 152,320
Capital management BEXER

The primary objective of the Group's capital management is to
ensure that it maintains the Group's stability and growth.

The Group regularly reviews and manages its capital structure and
makes adjustments to it, taking into consideration of changes in
economic conditions, future capital requirements of the Group,
prevailing and projected profitability and operating cash flows,
projected capital expenditures and projected strategic investment
opportunities.

AEBEREENTIZBESMERAE
FAKENREREER -

REREERRNNE - REBRR
KE&HR - A RIAT AN HE
LERTNE A BN MIEG
RIEEWSE - AEBE R e
BEARBI HEELFE -
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—SF+-_A=+—HIFE

38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 38. H#¥EAMEEBZRECK (&)

POLICIES (continued)

Capital management (continued) BEXEE (&)

The Group monitors capital using a gearing ratio, which is net rEBEMNAEERELX (B FHE
debt divided by the total adjusted capital plus net debt. Net debt BRUAGHBEERNBREEBERFEZ
includes interest-bearing bank loans, long term payables, senior M) BERER - ERFEEET SR
guaranteed notes due November 2011, senior guaranteed notes due TER RPEMZE R-ZT——
May 2012 redeemable in 2010, trade payables, customers' deposits, F+—REHNEEERER R
other payables and accruals less cash and short-term deposits. T——FA ARBNELEREE -
Capital includes equity attributable to owners of the parent less the AR —ZTFELND BRNESK

hedging reserve. The gearing ratios as at the ends of the reporting 5 BPRe - HMENRIERES
periods were as follows: BERASCNBRReEREHTFER  EX

BES QR NGRS
e RNBEMRNEERFEL XN

I
2010 2009
—E-BF —ZTThF
RMB'000 RMB'000
AR®TR ARETT
Interest-bearing bank loans FTEIRITEN 1,302,000 1,303,000
Long term payables REAFET IR 117,492 105,891
Senior guaranteed notes due November 2011 R-ZZT——F+—HHH
NEEEREER 1,318,381 1,353,033
Senior guaranteed notes due May 2012, RN-E——%F1 A3
redeemable in 2010 HELEERER
AR _T—TFEM - 845,089
Term loan facilities EHEFRE 1,615,130 =
Trade payables e S FIA 1,721,277 1,526,436
Customers' deposits, other payables and accruals BFE&Re « EtbENZIE
N ER 1,513,363 1,466,555
Less: Cash and short-term deposits R BRe REEER (2,427,888)  (3,046,929)
Investment in principal guaranteed deposits RAEGHRIEE (2,810,238) (809,170)
Held-to-maturity investments, unlisted BEEEHERE -
JEET (1,324,540) (1,365,640)
Net adjusted debt KARER TR 1,024,977 1,378,265
Total equity B RE 4,589,151 3,992,145
Less: Hedging reserve B SR 57,220 41,214
Total adjusted capital AR EARETE 4,646,371 4,033,359
Adjusted capital and net adjusted debt KRB ER R FE
B %5 5,671,348 5,411,624

Gearing ratio

PARKSON RETAIL GROUP LIMITED B BX I ¥ £ E AR A A
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

39. FINANCIAL INSTRUMENTS BY CATEGORY 39. €WMIAESSE
The carrying amounts of each of the categories of financial ZHEemM T ARNSRERRMNEEEmED
instruments as at the end of the reporting period are as follows: N
Group AEE
Financial assets ZEEE
Carrying amounts
BREIE
2010 2009
—B-2F _—TIThHF
RMB'000 RMB'000
AR TR ARETT
Loans and receivables: B R EWFIE
Cash and short-term deposits e NEETER 2,427,888 3,046,929
Financial assets included in prepayments, BIETCRENFIE - &
deposits and other receivables R E fth FE YRIB A
NEREE 400 1,048
Trade receivables JEWE 5 /1A 19,986 28,655
Investment in principal guaranteed deposits RATFRRE 2,810,238 809,170
Held-to-maturity investments HEIHAKE 1,324,540 1,365,640
Derivatives designated as hedging EEEREIFTAR
instruments (note 34): PTHETH (Mi5E34) :
Derivative financial instruments designated as EEEAH R T AR
hedging instruments - non-current TEEmI A
— 3EmE 8,819 =
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Year ended 31 December 2010 HE—T—SF+-_A=+—HIFE

39. FINANCIAL INSTRUMENTS BY CATEGORY (continued) 39. &€WMIEBESHE (B)
Group (continued) REBE (8)
Financial liabilities THEE
Carrying amounts
REE
2010 2009
—E-FF —ITThF
RMB'000 RMB'000
ARETT ARETT
Financial liabilities at amortised cost: RESER AR 27
afE -
Trade payables ENE 5 1,721,277 1,526,436
Interest-bearing loans and borrowings: STEER &{ﬁ‘é :
PRC bank loans R ERITE R 1,302,000 1,303,000
Term loan facilities EHEE mﬂﬁ 1,615,130 =
Senior guaranteed notes due November 2011 RZZE——F+—A
(note 31) EHBR B S AR
Z5& (M5E31) 1,318,381 1,353,033
Senior guaranteed notes due May 2012, R-E——FHA
redeemable in 2010 (note 32) S HAM B SRR
EiE R
—E-TFEE
(M$3E32) - 845,089
Derivatives designated as hedging BEEAYIHFTER
instruments (note 34): PTET A (MI5E34) -
Derivative financial instruments designated as EEEREIFTAR
hedging instruments - current PTEEMIE — B8 25,902 93,0M
Derivative financial instruments designated as EETEEAEHM T AR
hedging instruments - non-current PTHEEmMIA
— JEmE 43,637 59,309
The carrying amounts of the Group's financial instruments which RZZE—FTF+A=+—8 98

are classified as current approximate to their fair values as at
31 December 2010. The fair values of the bank loans, the senior
guaranteed notes due November 2011, senior guaranteed notes
due May 2012 redeemable in 2010, derivative financial instruments
designated as hedging instruments and other financial assets have

been calculated using market interest rates.

PARKSON RETAIL GROUP LIMITED B BX I ¥ £ E AR A A
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BTSRRI

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

40.

FAIR VALUE AND FAIR VALUE HIERARCHY 40. AFERAFEEBHR
The carrying amounts and fair values of the Group's and the AEERARTNSR T ANKRAEE
Company's financial instruments are as follows: KMAFEMT -
Group AL E
Financial assets TEREE
Carrying amounts Fair values
IREE AEE
2010 2009 2010 2009
—E-BF —_TTNF —B-BF _TThE
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT AR®TR ARETT
Cash and short-term deposits e NEHER 2,427,888 3,046,929 2,427,888 3,046,929
Financial assets included in BIERTEFRIA -
prepayments, deposits and e & E MR
other receivables TEANE R EE 400 1,048 400 1,048
Trade receivables JEWE 5508 19,986 28,655 19,986 28,655
Investment in principal RAETFHIE
guaranteed deposits 2,810,238 809,170 2,810,238 809,170
Held-to-maturity investments BEIHARE 1,324,540 1,365,640 1,324,540 1,365,640
Derivative financial instruments 3 E{EAYR T A
designated as hedging HOTE SR T A
instruments - non-current —JERH
(note 34) (BzE34) 8,819 - 8,819 -
6,591,871 5251442 6,591,871 5,251,442
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Year ended 31 December 2010 HE—T—SF+-_A=+—HIFE

40. FAIR VALUE AND FAIR VALUE HIERARCHY (continued) 40.

Group (continued)

AFERAFEBHR (&)
FEM (F)

Financial liabilities THEE
Carrying amounts Fair values
REE AF{E
2010 2009 2010 2009
—Z2F —FTTNF ZEB-EF —_TTNF
RMB'000 RMB'000 RMB'000 RMB'000
ARETRT ARETT AR¥®TR ARETT
Trade payables e E 538 1,721,277 1,526,436 1,721,277 1,526,436
Interest-bearing loans and SHRER &1
borrowings:
PRC bank loans FEIERITE R 1,302,000 1,303,000 1,302,000 1,303,000
Senior guaranteed notes due = **ﬁJr*ﬂ
November 2011 (note 31) B HIR B SRR
& (MtaEs1) 1,318,381 1,353,033 1,318,381 1,353,033
Senior guaranteed notes due RZZE——FHHA
May 2012, redeemable FIHAM B R
from 2010 (note 32) 2% A
T -TFER
(BfEE32) - 845,089 - 845,089
Derivative financial instruments $§E{EAY T A
designated as hedging HMPTESRMT A
instruments - current (note 34) — &) (MI5E34) 25,902 93,011 25,902 93,011
Derivative financial instruments $§FE{EAY M T AR
designated as hedging TEEmTI A
instruments - non-current — R
(note 34) (P 5E34) 43,637 59,309 43,637 59,309
Term loan facilities THIEZRE 1,615,130 - 1,749,034
6,026,327 5,179,878 6,160,231 5,179,878

The fair values of the financial assets and liabilities are included
at the amount at which the instrument could be exchanged in a
current transaction between willing parties, other than in a forced
or liquidation sale. The following methods and assumptions were
used to estimate the fair values:

Cash and cash equivalents, the current portion of pledged deposits,
trade receivables, trade payables, financial assets included in
prepayments, deposits and other receivables and financial liabilities
included in other payables and accruals approximate to their
carrying amounts largely due to the short term maturities of these
instruments.

PARKSON RETAIL GROUP LIMITED B BX I ¥ £ E AR A A
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HZE =%

40.

TEL-A=+—ALFE

FAIR VALUE AND FAIR VALUE HIERARCHY (continued)

The fair values of the non-current portion of interest-bearing
bank and other borrowings have been calculated by discounting
the expected future cash flows using rates currently available
for instruments with similar terms, credit risk and remaining
maturities.

The Group enters into derivative financial instruments with various
counterparties, principally financial institutions with A* credit
ratings. Derivatives financial instruments, including forward currency
contracts and interest rate swaps, are measured using valuation
techniques similar to forward pricing and swap models, using
present value calculations. The models incorporate various market
observable inputs including the credit quality of counterparties,
foreign exchange spot and forward rates and interest rate curves.
The carrying amounts of forward currency contracts and interest
rate swaps are the same as their fair values.

As at 31 December 2010, the marked to market value of the
derivative asset position is net of a credit valuation adjustment
attributable to derivative counterparty default risk. The changes
in counterparty credit risk had no material effect on the hedge
effectiveness assessment for derivatives designated in a hedge
relationship and other financial instruments recognised at fair
value.

The Group uses the following hierarchy for determining and
disclosing the fair value of financial instruments:

Level 1:  fair values measured based on quoted prices (unadjusted)
in active markets for identical assets or liabilities

Level 2:  fair values measured based on valuation techniques for
which all inputs which have a significant effect on the
recorded fair value are observable, either directly or
indirectly

Level 3:  fair values measured based on valuation techniques for
which any inputs which have a significant effect on the
recorded fair value are not based on observable market

data (unobservable inputs)

40.

DNFERQIFEEBR ()
SEERITMEMEEIFNRABHBA
FEIVEBNBABRLUGK 8
R N RISGHRN SR T AN E S
R ZERBERRIR S REAER
ﬁ o

AEBEETRRZHFHRIMITE
ERIA (FE2REAARERTR
MERERE) - TESRTA (81
EHEEAHN RN EEE) TIREL
EEA R E E R B E R
ERRARRMGENE - BUESR
ETSEREE - BERXZHEFITH
EERYE - SMERNE KR = KA
KR - R EE S H R = 1K
FRHEEEAFE—&-

RZE—ZFTFE+-_A=+—8 ' T4
BEMITMECHERZHFHELN
BRINBREREEARE XSHFH
5 Rk 7 & B 45 & ¥R IR BT
AETAREBEAFEERNEMESHTT
BW¥ER G A BEERTE o

AREBER TIBERNERERE &
BRETHMITANLQTE :

B REELRTSLBERE
(RAR) WEREEXE
BFFERAFE

B2 REMBHIFEEEAXN
TENFERARMLERE
ERREBERINE MG
ERMETERHE
B3 : REHRAFEAEATE
Y RF AL R = 30 IF 20 A #
KIS HIE (TAE
KW HEER) NEER
st 2 AT E
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BTSRRI

Year ended 31 December 2010 HE—T—SF+-_A=+—HIFE

40. FAIR VALUE AND FAIR VALUE HIERARCHY (continued) 40. DFERLAFEEBH (B)
As at 31 December 2010, the Group held the following financial R-EBE—ZFTF+-_A=+—H  X&&E
instruments measured at fair value: BEFEEUNTEZEATEFAENEHT
H
Financial liabilities at fair value: BAFEFENSREE
Level 2
[E& &2
2010 2009
—E-BF _—_TTNF
RMB'000 RMB'000
ARETT ARETT
Derivative financial instruments designated EEEREIF T AR
as hedging instruments - current (note 34) PTESBMTA
— & (KizE34) 25,902 93,011
Derivative financial instruments designated BEEASITTAR
as hedging instruments - non-current (note 34) TTESmT A
— IERE) (MI5E34) 43,637 59,309
69,539 152,320
During the year ended 31 December 2010, there were no transfers REBZ_FT-—ZTF+-_HA=+—HL
of fair value measurements between Level 1 and Level 2 and no FE - BRIHEHEf2CETEEZ QD
transfers into or out of Level 3. FEEE - BWEESASLEHERS -
41. RELATED PARTY TRANSACTIONS 41. BERIRS
The Group had the following significant transactions with related FR - AEBEBAETETHEAR
parties during the year: S0 :
Continuing transactions: BEXS
2010 2009
—E-FF —TThF
Notes RMB'000 RMB'000
Mo ARETT ARETT
Royalty fee expenses BErEERERY (i) 1,123 1,066
Consultancy fee income BB A (ii) 8,778 8,190
Property management fee expenses MEEIEER (iii) 9,293 9,293
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41. RELATED PARTY TRANSACTIONS (continued) 4. BEFRE (B)
NOTES: MYRE
(i) The royalty fee expenses are payable to Parkson Corporation Sdn. (i) FRARERAERIERAEER
Bhd. ("Parkson Corporation"), a fellow subsidiary of the Company, R HE K] EEmENAKR
for the Group's entitlement to use the "Parkson” trademark in the A A — K[ &K B A &lParkson
PRC. The royalty fee was charged based on RMB30,000 per annum Corporation Sdn. Bhd. ([ & & 1
for each department store owned or managed by the Group. ¥ Z2HE - BHAEFREES
F AR #30,0007T A1 2N 5 B #E B 5
EEMNTREEERE
(i) The consultancy fee income is received or receivable from (i) mAEE LRI EE NE RN
the jointly-controlled entities of the Group of RMB1,150,000 B AU R B E R B UL
(2009: RMB1,058,000) and fellow subsidiaries of the Group of DR A ANRE1,150,0007 (ZFF
RMB7,628,000 (2009: RMB7,132,000). The consultancy fees are NF - ARHE1,0580007T) RAR
determined according to the underlying contracts. #7628,0007T (ZETNEF : AR
#7,132,0007T) ° B TIIRIEAE
FEHETE °
(iii) The property management fee expenses are payable to Shanghai (iii) MEEEERTIEREMNTFTAAT
Nine Sea Lion Properties Management Co., Ltd., an associate of ZEERB EBNEEMYEE
the Company. The property management fee of RMB9,293,000 per BERATMNKIB MEBTEE
annum was charged according to the underlying contracts. & F AR ¥92930007T 751216 78
& RIUER -
Details of the Group's outstanding balances with the related parties AEEEBESNRERERFBER
are disclosed in note 23 to these financial statements. BRI KM 523 -
42. SHARE CAPITAL 42. B
Number of
ordinary shares Nominal value
ZEREE H{E
'000 HK$'000 RMB'000
T & FET ARET T
Authorised: JERE
Ordinary shares of HK$0.02 each ~ &FAREI1E0.0278 7THY
TER 7,500,000 150,000 156,000
Issued and fully paid: BEEITRERE :
At 1 January 2010 RZZE—ZF
—H—H 2,807,223 56,143 58,297
Share options exercised (Note) BT (BE) 3,159 63 55
At 31 December 2010 RZE—ZF
+=-—RA=+—H 2,810,382 56,206 58,352
NOTE: My=E

During the year, 2,618,250 and 540,500 share options were exercised for the
same number of ordinary shares of the Company at HK$7.35 and HK$12.44
per share, respectively. This gave rise to net proceeds from issue of shares
amounting to approximately HK$25,968,000 (equivalent to approximately
RMB22,468,000). The share options were granted under the share option
scheme disclosed in note 43 to the financial statements.

F A v 2,618,25017 K 540,50017 B A% #E 5
B FIL7.3578 7T} 12.4478 TRV B IR 1T
FURBHEASEEN AR @A - 8
1TR% 10 BT 15 SR I8 F B8 4 4$25,968,000/8 7T
(M Z A AR #22468,0007T) ° BEAXHER
15 B 7S SRR BT s 4 FE MO BE AR AT B IR
Hj °
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43.

TEL-A=+—ALFE

SHARE OPTION SCHEME

The Company operates a share option scheme (the “Scheme") for the
purpose of providing incentives and rewards to eligible participants
who contribute to the success of the Group's operations. Eligible
participants of the Scheme include the Company's directors,
including independent non-executive directors, other employees,
consultants, business associates or advisers of the Group. The
Scheme became effective on 9 November 2005 and is valid and
effective for a period of 10 years up to 8 November 2015, after
which no further share options will be granted but the provisions
of the Scheme shall remain in full force and effect in all other
respects.

The maximum number of unexercised share options currently
permitted to be granted under the Scheme is an amount equivalent,
upon their exercise, to 10% of the shares of the Company on 9
November 2005. The maximum number of shares issuable under
share options to each eligible participant in the Scheme within any
12-month period is limited to 1% of the shares of the Company
in issue at any time. Any further grant of share options in excess
of this limit is subject to shareholders' approval in a general
meeting.

Share options granted to substantial shareholders, independent
non-executive directors, or any of their associates (including a
discretionary trust whose discretionary objects include a substantial
shareholder or an independent non-executive director or a company
beneficially owned by any substantial shareholder or independent
non-executive director of the Company) in excess of 0.1% of the
shares of the Company in issue at any time or with an aggregate
value in excess of HK$5,000,000, within any 12-months period,
are subject to shareholders' approval in advance in a general
meeting.

Options granted must be taken up within the time limit specified
in the offer letter. Options may be exercised at any time during a
period commencing on or after the date to be notified by the board
of directors to each grantee which period shall commence not less
than one year and not to exceed 10 years from the date of grant of
the relevant option. No consideration is payable upon acceptance
of the option by the grantee.

The exercise price of share options is determinable by the directors,
but must not be less than the highest of (i) the Stock Exchange
closing price of the Company's shares on the date of offer of the
share options; (ii) the average Stock Exchange closing price of the
Company's shares for the five trading days immediately preceding
the date of offer; and (iii) the nominal value of the Company's
share.
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43.

TEL-A=+—ALFE

SHARE OPTION SCHEME (continued)

Share options do not confer rights on the holders to dividends or
to vote at shareholders' meetings.

On 10 January 2007, a total of 40,944,750 share options were
granted to 482 eligible employees, including directors and chief
executives, of the Company at nil consideration and with an exercise
price of HK$7.35 per share pursuant to the Scheme.

The 29,778,000 share options (as adjusted for the effect of
subdivision of shares) granted under Lot 1 are exercisable from
24 January 2007 to 23 January 2010 and have no other vesting
conditions. The 11,166,750 share options (as adjusted for the effect
of subdivision of shares) granted under Lot 2 are exercisable from 2
January 2008 to 1 January 2011 and required an employee service
period until 2 January 2008.

On 1 March 2010 (the "Grant Date"), a total of 15,821,000 share
options under Lot 3 were granted to 544 eligible employees of
the Company at nil consideration and with an exercise price of
HK$12.44 per share under the Scheme. Total share options were
vested on the grant date. The expiration dates for the share options
are three years from 1 April 2010.

The Group recognised a share option expense of RMB41,773,000
during the current year.

The fair value of the options granted is estimated at the grant date
using the binomial option pricing model, taking into account the
terms and conditions upon which the options were granted. The fair
value of options granted during the current period was estimated
on the grant date using the following assumptions:

Dividend yield (%)
Expected volatility (%)
Risk-free interest rate (%)
Expected life (years)

Share price (HK$ per share)

A% B 2K (o)

T8 H R 1 (%)
42 2 gz 1) =% ()

The 2,618,250 share options under Lot 1 and Lot 2 and 540,500
share options under Lot 3 exercised during the year resulted in
the issue of 3,158,750 ordinary shares of the Company and new
share capital of RMB55,000 (note 42) and share premium of
RMB25,016,000 (before issue expenses), as further detailed in note
42 to the financial statements.

BEERS (F)
K& (BlET)

43.

BRETE (8)
RS A AEREEIRBE KN R

RELIRE -

BEZTE R-ET+tE—F+
B ARRIAEEF N[22 6 E
KEE (RIEEEREETRAR)
B A 40,944,750 BB AL #E - 1T1E
BEAEBRRMD7.35%8 T °

% — #t % 1 #929,778,00017 B A% #E
(ERHDIFEMARE) IR T+
F—A-_+tHNHE=Z—ZF—A=
+=BEETE - REEEMFBK
o 285 — B H H911,166,75017 BB A%
B (EBRHDIFAMBARE) IR T
NE—A-_BEZ-_E—%—H—H
HETE - EXEERBHPEE=Z
ZENF—A=HIE -

R-ZZE—"ZTF=ZA—HURHE
B RRRAIUNZERERITEESR
T B 912.4478 T [M544% & B 1%
EEREE=ZMHBETNERES
15,821,00017 * 2R EN K T B
BB ZEEREzZERBHRHEC
T—ZTFPUA BB =F -

AEBERARNFABBRER I AAR
#41,773,0007T °

EREEREN R FHEDIRE LB E
R-EA T EREA G (BEBE
R B IR R ART) TS o &
HA PR BB B 2 X SHE TR R
BIRIA MR EET

1.17
52,13
0.95
3.1
12.44

E— b & = #L #92,618,25017 B A%
HE LA} 28 = #L T8 T #9540,50017 B A%
BERFATE  ERAQRET
3,158,750 08 L BAK + FTIZMR A AR
55,0007C (Fi13E42) R Ha B AR
#25,016,0007T (RIBREFEITHRZ) -
HE— T FIFE RIS RERMFE42 ©
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43. SHARE OPTION SCHEME (continued) 43. BRESE (8)
2010 2009
—F-BF —TTNF

Weighted Weighted

average average

exercise exercise

price HK$ price HK$

per share per share
IS Number N Number
17  of options 1118 of options
BrER BREHE BTER BREHE
At 1 January n—H—H 7.35 2,779,500 7.35 12,482,250
Granted during the year FRRE 12.44 15,821,000 - -
Exercised during the year FRITE 8.22 (3,158,750) 7.35 (9,321,000)
Expired during the year FREIE 7.35 (103,750) 7.35 (381,750)
At 31 December R+-—H=+—H 15,338,000 2,779,500
As at 31 December 2010, the Company had 106,500 share options at RZE—ZFTEF+-_F=+—H K

an exercise price of HK$7.35 per share and 15,231,500 share options
at an exercise price of HK$12.44 per share outstanding under the
Scheme. The exercise in full of the remaining share options would,
under the present capital structure of the Company, result in the
issue of 15,338,000 additional ordinary shares of the Company and
additional share capital of HK$306,760 (equivalent to approximately
RMB261,053) and share premium of HK$189,956,000 (equivalent to
approximately RMB161,652,000) (before issue expenses).

At the date of approval of these financial statements, the Company
had 15,114,750 share options outstanding under the Scheme, which
represented approximately 0.54% of the Company's shares in issue
as at that date.
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NOTE TO FINANCIAL STATEMENTS

BTSRRI RE

Year ended 31 December 2010 HZE =%

44,

RESERVES

(a)

Group

TEL-A=+—ALFE

The movements in the reserves of the Group are set out
in the consolidated statement of changes in equity of the
financial statements.

(i

PRC reserve funds

Pursuant to the relevant PRC laws and regulations,
Sino-foreign joint venture companies registered in
the PRC are required to transfer a certain percentage,
as approved by the board of directors, of their
profit after income tax, as determined in accordance
with PRC accounting rules and regulations, to the
reserve fund, the enterprise expansion fund and the
employee bonus and welfare fund. These funds are
restricted as to use.

Pursuant to the relevant PRC laws and regulations,
wholly-owned foreign enterprises ("WOFEs")
registered in the PRC are required to transfer not
less than 10% of their profit after tax, as determined
in accordance with generally accepted accounting
principles in the PRC ("PRC GAAP"), to the reserve
fund, until the balance of the fund reaches 50%
of the registered capital of that company. WOFEs
registered in the PRC are required to transfer a
certain percentage, as approved by the board of
directors, of their profit after income tax to the
employee bonus and welfare fund. These funds are
restricted as to use.

In accordance with the relevant PRC laws and
regulations, PRC domestic companies are required
to transfer 10% of their profit after income tax,
as determined in accordance with PRC GAAP, to
the statutory common reserve, until the balance of
the fund reaches 50% of the registered capital of
that company. Subject to certain restrictions as set
out in the relevant PRC regulations, the statutory
common reserve may be used to offset against the
accumulated losses, if any.
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—SF+-_A=+—HIFE

44. RESERVES (continued) 44. f#fE (B)
(a)  Group (continued) (a) A%£E (&)
(i) Contributed surplus (i)  BMA&EER
The contributed surplus of the Group represents REBWHARBBRIERE-F
the difference between the nominal value of the T R F AN 5 B A3 P A BT
share capital of the subsidiaries acquired pursuant BRARMRAEEBRAAR QA
to the Group's reorganisation in year 2005 over the R AR AN T 1T R AR (9
nominal value of the shares of the Company issued HEERZEE -
in exchange therefor.
(i) Asset revaluation reserve (i)  EEEGFE
The asset revaluation reserve represented the BEESHREER-_ZZTRF
fair value adjustments to the property, plant W B R EEREER AR
and equipment, investment properties and lease T 44z A] - HAEEDH
prepayments which were already owned by the BEHYE - BEREE - RE
Group before the acquisition of the remaining 44% MERENEASHNAFES
equity interest in Parkson Retail Development Co., o
Ltd. in 2006.
(b) Company (b) A2F
Accumulated
profits| Share Proposed
Share Contributed Exchange (losses) Hedging option final dividend
premium surplus reserve  Ratitl/ reserve reserve R Total
BRiDEE  HAR%R  ERRE ( HhiE BRERE  RIRE At
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETR ARETr ARETT ARMTT ARETR
Note (i) Note (ii) Note (iv)
FiEE ) itz (i) Fitz(iv)
At 1 January 2009 R-ZENE-A-A 196,593 50706 (102074)  (44045) . 12,801 237822 871,893
Total comprehensive loss for the year FELHEELSE - = 46,297 573548 = - - 619,845
Share options exercised BATEERRE 68,231 - - - - (8,026) - 60,205
Final 2008 dividends paid (Note i) ERZEENERGRE - - - - - - (23782) (237,822)
(BeEiit)
Interim 2009 dividends paid (Note ii) BN =EEAEFHRS (141,000) - - - - - - (141,000
(BEiit)
Proposed final dividends HERERE (280722) - - - - - 280,722 5
At 31 December 2009 RZZFENF+-A=1-H (156,898) 570,706 (55,777) 529,503 - 4865 280722 117312
Total comprehensive income for the year  EE2HYWALR - = (17,000) 411570 (34.818) - - 359,752
Employee share-based arrangement MR AERNEEZH - - - - - 41,773 - 4,713
Share options exercised BITEERRE 25016 - - - - (2,603) - 2413
Final 2009 dividends paid (Note ii) ENZEENERGRE - - - - - = (280722)  (280722)
(BeEiit)
Interim 2010 dividends paid (Note i)~ 2R -ZE-FEhHRE - - - (170000 - - = (170,000)
(BiFii)
Proposed final dividends BRRHRE - - - (281,038) - - 281,038 -
Transfer from contributed surplus BHARBEZRNEE
to share premium 131,882 (131,882) - - - - - -
At 31 December 2010 W-Z-Z£+-A=1-A - 438pM (727770 490035 (34818) 44035 281038 1146337
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NOTE TO FINANCIAL STATEMENTS

BTSRRI RE

Year ended 31 December 2010 HE—T—TF+-_A=+—HIFE

44,

RESERVES (continued)

(b)

Company (continued)

NOTES:

U]

(i)

(iif)

Contributed surplus

The contributed surplus of the Company represents the difference
between the then combined net asset value of the subsidiaries
acquired pursuant to the reorganisation in year 2005 over the
nominal value of the shares of the Company issued in exchange
therefor.

Profits/losses attributable to owners of the parent

The profits attributable to owners of the parent for the year ended
31 December 2010 dealt with in the financial statements of the
Company was RMB411,570,000 (2009: RMB573,548,000).

The Company's final dividend for 2009 and interim dividend for
2010 of approximately RMB280,722,000 and RMB170,000,000,
respectively, were distributed out of the Company's retained
profits.

Hedging reserve

The hedging reserve arose from the recognition of the financial
instruments which quality for hedge accounting, the changes is due
to the settlement of the financial instruments, initial recognition
of the fair value of financial instruments and reclassification from
equity to profit and loss in the same periods during which the
hedged forecast cash flows affect profit or loss.

44,

(ii)

(iif)

(iv)
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NOTE TO FINANCIAL STATEMENTS
BTSRRI

Year ended 31 December 2010 HE—T—SF+-_A=+—HIFE

45. DIVIDENDS 45. RE
2010 2009
—E-2F5 ZZTThF
RMB'000 RMB'000
AR®TR AREBTT
Interim - RMB0.06 (2009: RMB0.05) R H — BT R
per ordinary share AEK#0.067T
—TTNEF
AR#0.057T) 170,000 141,000
Proposed final - RMB0.10 (2009: RMBO0.10) BRRE — BREER
per ordinary share AR¥0.107T
(ZFTNF
AR¥0.107T) 281,038 280,722
451,038 421,722
The proposed final dividend for the year (not recognised as a liability FERNBRABAKRE (R=ZE—ZF+
as at 31 December 2010) is subject to the approval of the Company's “B=t+—H&NAERAEEE) BF

shareholders at the forthcoming annual general meeting.

AR AR A ETOBRBF A
SHUER - TRMEE -

46. SUBSEQUENT EVENTS 46. HEBHREHE
The Group did not have any significant subsequent events taken REBR-_ZET—ZETE+-_A=+—H

place subsequent to 31 December 2010.

BRERLETMNENGEERRSER -

47. APPROVAL OF THE FINANCIAL STATEMENTS 47. HEBBHE
The financial statements were approved and authorised for issue sEegdlN —_ZE——F_A—-+—H
by the board of directors on 21 February 2011. b N A T B B A TR 3R o
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