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CHAIRMAN'S STATEMENT

| am pleased to present the annual report of Luk Fook Holdings
(International) Limited (the “Company”) and its subsidiaries
(collectively known as the “Group”) for the year ended 31st March
2004.

FINANCIAL PERFORMANCE

Results

For the year ended 31st March 2004, turnover was
HK$1,598,123,000, representing a 9.3% increase compared with
HK$1,461,763,000 in the previous year. Profit attributable to
shareholders amounted to about HK$76,965,000 (2003:
HK$47,357,000), representing an increase of 62.5%. Earnings per
share was HK16.1 cents (2003: HK10.0 cents).

Dividends

The Directors proposed a final dividend of HK5 cents per share
(2003: HK4 cents per share) for the year ended 31st March 2004.
Together with the interim dividend of HK2 cents per share already
paid, a total of HK7 cents per share were declared for the year
ended 31st March 2004 (2003: HK6 cents per share).

Luk Fook Holdings (International) Limited
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CHAIRMAN'S STATEMENT

“Chuk Kam Jewellery Design Competition
2004”

K-gold Group:Winner — “Dragon & Phoenix”
[ & & #haRst th #2004)

KeE®: 28— (5 B

OPERATION REVIEW
Gold and Jewellery Operation

The Group started its globalization strategies since 2003 by
aggressively identifying suitable retail outlets internationally. At
present, the Group has 28 retail outlets under the brand name of
Luk Fook and 6 outlets under the brand name of Ice g. in Hong
Kong, the PRC, Macau and Canada. During the year under review,
the Group opened 2 retail outlets in Jordon and Shatin, Hong Kong.
To further penetrate into the PRC market, the Group opened the
first retail store in Shenzhen, the PRC. In addition, the Group has
been continuously expanding its overseas market by establishing 2
outlets in Vancouver and Toronto, Canada in the year under review.

Articles of jewellery are getting more fashion oriented. In order to
move up-market, innovative designs are very important. Similar to
the past few years, the Group’s designs gained significant recognition
and was accredited with awards in various jewellery design
competitions for the year under review.

Brand management is the Group’s key in its globalization strategy.
The Group continues to participate in numerous promotional
activities during the year to reinforce its brand awareness in the

market.

“Chuk Kam Jewellery Design Competition 2004”
Buyers’ Choice Group: Winner — “Pearl of Dragon”
[B 2 B #haRat #2004
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CHAIRMAN'S STATEMENT

PRC Market

The continuous growth of the PRC economy boosted the demand
for luxury products. It is expected to create enormous business
opportunity for jewellery brands. In July 2003, the Group has
obtained the sole-proprietorship license, which allows the Group to
manufacture, wholesale and retail of gold jewellery. The large-scale
jewellery manufacturing plant is situated on a site area of about
350,000 sq.ft. in Panyu, Guangdong and with a total investment of
approximately HK$60,000,000 which is funded by internal
resources. It is expected to commence operation in the fourth quarter
of 2004, which will triple the existing production capacity. On the
one hand, it will further reduce the production cost and enhance
the profit margin of the Group. On the other hand, it prepares the
Group to explore wholesale business opportunity in the foreseeable
future.

In order to further penetrate into the PRC market, the Group is
actively searching for appropriate distributors. The establishment
of the new manufacturing plant in the PRC will enable the Group to
enhance its brand awareness and to develop its distribution and
wholesales business in the PRC, which also will contribute an

increment for the revenue of the Group’s Hong Kong operation.
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“Tahitian Pearl Trophy 2003”

Earrings Category :1st runner-up — “Flow”
[2003F BIBR RR I TR & bR 5T L 2R
HIR4 : 5F — [Flow]

"

1 s ]
Sk S

S

“The 5th Hong Kong Jewellery
Design Competition” 2004 Best of
Show Awards:

Earrings Category —“Blissful Jump”
[F5/E BB RS Rt L& 2004
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“The 5th Hong Kong Jewellery Design
Competition” 2004 Merit Awards:

Ring Category — “Dance”
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Luk Fook Holdings (International) Limited




CHAIRMAN'S STATEMENT

“Tahitian Pearl Trophy 2003”

Brooch Category : Winner — “Chopsticks”
[20034F B R P TR E %At L]
M9Et4E - 78E — [Chopsticks]

| LR “The 5th Hong Kong Jewellery Design
| Competition” 2004 Merit Awards:
Pendant Category — “ Dream”
4 [F5fEEBINE RaT L] 2004F R 42

BIE — [FP%E]

During the year, the Group provides technical support, product
design and staff training services to over 80 jewelers in the PRC,
with an aim to increase the brand awareness and market penetration,
thus paving the way for future business development.

Securities Operation

During the year under review, the Group ceased its securities
operation, with a target to re-engineer its resources and to focus
on the development of its core business of jewellery operation.

Portal Operation
The Group’s registered jewellery portal “www.jewellworld.com” or
“www.jw28.com”, which serves as an electronic gateway for the
global jewellery industry, is expected to become a
business-to-business trading platform among
jewellery manufacturers, wholesalers and retailers
around the world, as well as an additional
promotion channel for the Group. The Group
believes that the increasing trend of viewing
samples and purchasing jewellery electronically will
enhance business potential.

“The 5th Hong Kong Jewellery Design
Competition” 2004 Merit Awards:
Watch Category — “Sunflower”
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DTC “Diamond : Natural’s Miracle” International

Hong Kong Award Winning Piece : Necklace “Lava”
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CHAIRMAN'S STATEMENT

PROSPECTS

The Group will continue its globalization strategy.

Hong Kong Market

Looking forward, the Group is optimistic. Macro speaking, the Hong
Kong economy is undergoing a strong upturn. In the first quarter of
2004, real GDP grew by 6.8% from a year earlier, continuing on the
3.3% growth in 2003. On account of the prevailing upturn, the official
forecast of GDP growth is 6% for 2004.

Also, 2004 is the year for wedding as the Chinese tradition “double
spring” is a blessing year for marriage. It will boost up the sale of

gold and jewellery for the year.

The implementation of “Individual Visit Scheme” which was effective
in July 2004 for the provinces including Fujian, Zhejiang, and Jiangsu
will further benefit the local retail market. The Group has launched

marketing campaigns targeting this segment.

In line with the increasing consumption of mainland tourists in Hong
Kong, the Group was among the first batch of retailers, which
accepted RMB Union Pay Card.

Luk Fook Holdings (International) Limited
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CHAIRMAN'S STATEMENT

All of the above-mentioned factors, without mentioning the escalating
reputation of the Luk Fook brand in Hong Kong, contribute to the
development of the Group in the long run. In May 2004, the Group
opened its 28th retail shop in Yuen Long, Hong Kong. Looking ahead,
it will continue to seize prime locations to open more retail outlets.

Meanwhile, the Group will further promote the Ice g. collection and
endeavor to build a brand recognizable by young consumers through
offering trendy, fashionable and high quality jewellery products.

In April 2004, the Group acquired the whole block of 14-storey
commercial building (plus a cockloft) situated at No. 749A Nathan
Road, Kowloon, Hong Kong for a consideration of HK$36,000,000.
The total saleable area is 10,788 square feet. The Group will rename
the property as Luk Fook Jewellery Centre and use the whole
property as its head office building to accommodate all its existing
office operations.

PRC Market

According to the Hong Kong Trade Development Council, the sales
of jewellery recorded an annual growth rate of 15.7% in the PRC
market. The jewellery market is expected to reach RMB150 billion
in the year 2010. At present, there are approximately 7,000
consumers per gold and jewellery shop internationally. In Hong Kong,
approximately 6,500 consumers per gold and jewellery shop but
approximately 25,000 consumers per shop in the PRC. The jewellery
possession rate is only 55% in first-tier cities, 23% in small to medium
cities. Therefore, the growth potential is huge.
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CHAIRMAN'S STATEMENT
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The early penetration and brand name promotion in the PRC through
its licensee shops have brought with the Group harvesting return.
With the competitive advantages over domestic and foreign jewelers
in terms of reputation, services and product quality as well as
commencement of operating of the new manufacturing plant in the
4th quarter of 2004, the Group believes that its business will further
be enhanced.

Macau Market

Since the simplified traveling procedures and the opening of
gambling industry has boosted Macau'’s tourist industry, Macau will
turn to be another famous tourist spot for mainland visitors. In view
of this, the Group will continue to develop and promote its business

in Macau with the 2 retail outlets there.

Overseas Market

The Group has successfully penetrated into the overseas market.
Following the Canada market, the Group plans to open retail outlets
in New York, Las Vegas and Southeast Asia in the future, aiming to

upgrade Luk Fook to become an international brand.

ACKNOWLEDGEMENTS

On behalf of the Board of Directors, | would like to express my great
appreciation to all staff for their dedication and contribution during
the year. | would also like to offer my sincerest gratitude to all our
customers, suppliers, business associates and shareholders for their
support and advice. With your continuous cooperation and support,
the Group will make every endeavor to strive for the best in the
coming year.

By Order of the Board
Wong Wai Sheung

Chairman

Hong Kong, July 23, 2004

Luk Fook Holdings (International) Limited
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L] 0 “The 5th Hong Kong Jewellery Design
- Competition” 2004 Merit Awards:
1 Brooch Category — “S.cascade”
r [E5EE SR RaT L 78] 2004B R 47 -
it — D&

“The 5th Hong Kong Jewellery Design
Competition” 2004 Merit Awards:
Earrings Category —“Thousand Stars”
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“The 5th Hong Kong Jewellery Design Competition” 2004
Merit Awards:
Pendant Category — “Fancy Dew”
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Consumer spending has progressively recovered from the setback
of SARS in Hong Kong. In part due to a strong increase in the
number of mainland visitors fuelled by “Individual Visit Scheme”

"M —-

implemented by the PRC central government. The acceptance of
RMB Union Pay Card in Hong Kong allowed the mainland visitors
to indulge in shopping without worries. According to the Hong Kong
Trade Development Council, tourist arrivals rebounded by 5.8% in
the latter half of 2003 after a 57.9% decrease in the second quarter.
Tourist arrivals increased by 8.4% in the first two months of 2004.
The retail market of both Lunar New Year Holidays and Golden
Week are highly rewarded. Gold and jewellery are all time favorite
shopping items of mainland tourists.

In addition, retail sales volume grew by

7.3% in the first three months of 2004.

Also, labour market conditions have

improved, with the unemployment rate

falling from a record high of 8.7% in the

three months ended July 2003 to 7.1%

April 2004. The Composite Consumer .’mmmmnmm
Price Index (CCPI), which covers 90% ENREES

of households, however fell by 2.6% in

2003 and 1.7% in the first four months of 2004.
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—112 The continuous growth of the PRC economy boosted the demand Bl EREIZREHE(Z B RIS RER

for luxury products such as gold and diamond. Following the Zero ~ EYEESK - BEE [E ERKEWERELHIHEE - TR
Tariffs came under the “Closer Economic Partnership Agreement”, ZE&#iESZMHESR - SEEEELERE
the Group can further penetrate into the PRC jewellery market S@EERNEFEIZED  KE—L25H
through its advanced technology, quality products and well-trained ~ REIETRE TS °

staff.

REVIEW OF 2003/2004 BUSINESS STRATEGIES 2003/2004 3£ 7% 5 #% [E1 8

The expansion of the local, PRC and overseas markets has 7t ~ B R8IINTH 2 BEF RSB L5
contributed an increment for the Group’s turnover. During the year — $%1S1% K - REIBEFNRN - SENEEHR2MH
under review, the Group has opened 2 retail outlets in Hong Kong 2 MFOFRIIFER T EEDE - AE—SHTG
and also set up the first outlet in Shenzhen. To expand its international M35 - EEIRAMNEAZ B Z MR ERM &2
market, the Group also established 2 retail outlets in Toronto and ¥ 25 °

Vancouver, Canada.

Gold and Jewellery Operation SHIRGKEEMHER

During the year under review, the increasing gold price brought by ~ BIEAFR @ RREBZRSSE LB © BI55AH
the warfare in the Middle East has discouraged the local gold buyers. TR SHNES B o B - AR A I E Y
However, the mainland tourists are less sensitive to the gold price £ EMSURERIK © £MFH KT TH - Eitt, -
and thus demand from them did not decrease. Therefore, the & EZFUEBMAERTETAK -

increasing gold price has not much influence on the Group.

“Tahitian Pearl Trophy 2003” @

Parure Category : 2nd runner-up — “Wavelet ‘ J

[2003F BIBR RR I B & R =T L 2R "

=HERE  TE — REAK] 1,'1. 3
[ |

“Tahitian Pearl Trophy 2003”

Pendant Category : Winner — “Shimmer”
[2003F BB XR I ER & bR 5T L 2R
BEAE - BE — (8]

“Tahitian Pearl Trophy 2003”

Earrings Category : Winner — “Water Screen”
[2003F BIBR XR 2 BR & bR =T L 2R
HigA - BF — [kak)

Luk Fook Holdings (International) Limited
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AND ANALYSIS
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During the year under review, the Group launched various new
products into the market so as to suit the needs and taste of different
customers. New products include:

e “Baimo” pendant collection specially designed for Christmas.
Each pendant is produced by trendy baimo with different colour,
including natural pink, pearl white or malachite green together
with sparkling diamond on top

e (Gold ornaments with Year of the Monkey as the theme. Cute
figures like “BHEH/NE" ~ BB SR and ‘B &7 etc were
produced

e Lovers’ rings from Ice g. Company specially designed for
Valentine. Each ring comprised exquisite round-shaped and
square-shaped diamonds. The trendy and simple design
collection created romantic atmosphere for lovers

e  Gold jewellery encrusted with pearl and jade especially designed
for Mother’s Day

Innovative designs
The Group’s designs gained applauses in numerous local and

overseas design competitions, including:

e “Tahitian Pearl Trophy 2003”

Cultural Fusion Award : “Dragon”

Brooch Category : Winner — “Chopsticks”
Pendant Category : Winner — “Shimmer”
Earrings Category : Winner — “Water Screen”
Earrings Category . 1strunner-up - “Flow”

Parure Category : 2ndrunner-up — “Wavelet”

e “The 5th Hong Kong Jewellery Design Competition” 2004
Best of Show Awards:

Earrings Category - “Blissful Jump”

Necklace Category - “Rebirth”

Merit Awards:

Watch Category — “Sunflower”

Ring Category — “Dance”

Earrings Category — “Thousand Stars”

Brooch Category — “S.cascade”

Pendant Category — “Dream” and “Fancy Dew”
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e “Chuk Kam Jewellery Design Competition 2004”

K-gold Group : Winner — “Dragon & Phoenix”
Buyers’ Choice : Winner — “Pearl of Dragon”
Group

e DTC “Diamond : Natural’s Miracle” International Design
Competition Award
Hong Kong Award . Necklace “Lava”
Winning Piece

Brand Building

Branding is undoubtedly important for the long-term development
of the Group. The Group dedicates to promote its trade name of
“Luk Fook Jewellery” in the Hong Kong, PRC, and overseas markets.

The Group sponsored various public activities during the year,
including:

e Concerts of Hong Kong Harbour Fest held on 26, 30 and 31
October 2003

e Diamond crown and some jewellery pieces for the winners of
the Miss Hong Kong Beauty Pageant for six consecutive years

e “Live with the Hong Kong Sinfonietta” Concert of Andy Hui
and William So

e Movie “Golden Chicken II” product placement

The Group also organized and participated in numerous promotional
activities, including:

e “Luk Fook EPS Super Reward Programme” for the Group’s
12th anniversary celebration. Prizes included 5% cash rebate,

jewellery, cosmetic and skin care products

o “J\E£¥" were distributed during the National Day and Golden
Week

Luk Fook Holdings (International) Limited
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e  PRC Tourist VIP Card

e “Boost up Hong Kong Economy, 5% Cash rebate” (“#x 27
5%3R % Bl #E”) organized by the Hong Kong Jewellers’ and
Goldsmiths’ Association and the Kowloon Jewellers’ and
Goldsmiths” Association

e “Hong Kong Super Draw” organized by the Hong Kong Tourism
Board

e Seasonal promotional activities included Mother’s Day,
Christmas, Chinese New Year and Valentine’s Day;

e \Various large-scale road shows including:

e Hong Kong International Jewellery Fair at the Hong Kong
Convention and Exhibition Centre

e Shenzhen International Jewellery Fair at the China Hi-Tech
Fair Exhibition Centre, Shenzhen

e Jewellery Expo Shanghai 2003 at the Shanghai Exhibition
Centre

e The 11th Hong Kong International Jewellery Manufactures
Exhibition at the Hong Kong Convention and Exhibition
Centre

e The 12th Anniversary of Jewellery and Ornaments
Manufactures Exhibition at New Town Plaza, Shatin
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e The Charming Diamond Trade Fair at Jusco in Kornhill

Quality Assurance

“China Gems Laboratory Limited”, the Group’s subsidiary, had tested
and issued quality certificates for over 100,000 pieces of jade
products. In recent years, the Group has introduced advanced
equipments for the testing and issuance of certificates for diamonds
and gemstone jewellery. The objective is to ensure that every piece
of the Group’s products come with an identification certificate, which
could raise the confidence of our customers towards the Group’s
products and the market competitiveness.

Cost Control

The rental costs represented approximately 3.3% of the Group’s
turnover for the year under review. The Group continues to obtain
favorable rates from landlords this year. Negotiations with other
landlords on rental issues are in active progress. Advertising and
promotion expenditures represented approximately 1.2% of the
turnover.

Securities Operation

During the year under review, the Group ceased its securities
operation, with a target to re-engineer its resources and to focus
on the development of its core business of jewellery operation.

Portal Operation

The Group believes that jewellers around the world will use the
jewellery portal more frequently to view samples and purchase
jewellery in order to streamline their operation procedures. It
undoubtedly represents significant business potential for the Group’s
jewellery portal.

Luk Fook Holdings (International) Limited
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Liquidity and Financial Resources

The Group’s core business is gold and jewellery retailing. As at 31st
March 2004, the Group’s cash on hand reached approximately
HK$73,000,000 (2003: HK$91,000,000). The Group’s debt-to-
equity ratio at the year-end, being the proportion of total debts of
approximately HK$120,000,000 (2003: HK $98,000,000) against
total shareholders’ equity of approximately HK$583,000,000 (2003:
HK$531,000,000), was 20.6% (2003:18.5%).

Exposure to Fluctuations in exchange rates and related hedges
The Group’s income and expenditure streams are mainly
denominated in Hong Kong dollars. During the year the Group had
no significant exposure to fluctuations in exchange rates and did
not use any related hedges.

Capital Expenditure

During the year under review, the Group incurred capital expenditures
of approximately HK$45,000,000, including the costs of furniture,
fixture and equipment for several new jewellery retail shops as well
as the construction cost for a manufacturing plant at Panyu of the
PRC.

Contingent Liabilities
The Group did not have any significant contingent liabilities at 31st
March 2004 (2003: Nil).

Employment, Training, Development and Recruitment
Remuneration Policy

As at 31st March 2004, the number of staff of the Group was
approximately 700 (2003: 636). Remuneration policies are reviewed
and approved by management on a regular basis. Remuneration
packages are structured to take into account the comparable level
of the market. Bonus and others merit payments are linked to
success of the Group and performance of individual employees.
The policy is to encourage employees to optimize business
performance by providing them with financial incentives.
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NOTICE IS HEREBY GIVEN that the Annual General Meeting of
the Company will be held at 19/F., Sino Centre, 582-592 Nathan
Road, Kowloon on 27th August, 2004 (Friday) at 11:30 a.m. for the

following purposes:

1. To receive and consider the Audited Consolidated Accounts
and the Reports of the Directors and Auditors for the year
ended 31st March 2004.

2. To declare the final dividend for the year ended 31st March
2004.

3. To re-elect the retiring Directors, to authorise the Board to fix
the remuneration of Directors and to appoint additional
Directors.

4. To re-appoint Auditors and to authorise the Board to fix their

remuneration.

5. As special business, to consider and, if thought fit, to pass
with or without modifications the following resolution as an

ordinary resolution:

“THAT:

(@)  subject to paragraph (c) below, the exercise by the
Directors of the Company during the Relevant Period
(as defined in paragraph (d) below) of all the powers of
the Company to allot, issue and deal with additional
shares in the capital of the Company and to make or
grant offers, agreements and options which might
require the exercise of such power be and it is hereby
generally and unconditionally approved;

(o)  the approval in paragraph (a) above shall authorise the
Directors of the Company during the Relevant Period
to make or grant offers, agreements and options which
might require the exercise of such power after the end
of the Relevant Period;

Luk Fook Holdings (International) Limited
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the aggregate nominal amount of share capital allotted
or agreed conditionally or unconditionally to be allotted
(whether pursuant to an option or otherwise) by the
Directors of the Company pursuant to the approval in
paragraph (a) above, otherwise than pursuant to a Rights
Issue (as defined in paragraph (d) below) or pursuant to
an issue of shares under any option scheme or similar
arrangement for the time being adopted for the grant
or issue to executives and/or employees of the
Company and/or any of its subsidiaries of shares or
rights to acquire shares of the Company or any script
dividend or similar arrangement providing for the
allotment of shares in lieu of the whole or part of a
dividend on shares of the Company in accordance with
the Bye-laws of the Company, shall not exceed 20% of
the total nominal amount of the share capital of the
Company in issue on the date of this Resolution and
the said approval to the Directors in paragraph (a) above
shall be limited accordingly; and

for the purposes of this Resolution:

“Relevant Period” means the period from the passing

of this Resolution until whichever is the earlier of:

(i) the conclusion of the next Annual General Meeting
of the Company:

(i)  the expiration of the period within which the next
Annual General Meeting of the Company is
required by the Bye-laws of the Company or any

applicable laws to be held; or

(i)  the revocation or variation of the authority given
under this Resolution by ordinary resolution of the

shareholders in general meeting; and

“Rights Issue” means an offer of shares open for a period
fixed by the Directors of the Company to the
shareholders on the register of shareholders of the
Company on a fixed record date in proportion to their

EZgRIE X (o) R ETACE
SAGRMT REGI R BECE (TweE
BIRBEBRAEMEEE) 2 RAEE
BETEREENR(EERTX
(OB SRBAE M RB AT B B
PTER 2 B ZHEmRA R E R,/
SEEFMHBRARZITRAERR,
FEEHTARBZBMOHIEHA
BARRRIBD 2 MR BEARA R
Bl A BHRARE 2 A B FT &l
SBULHMAEERD - AREAR
DR 2 2 BB S AR BB E BR
5N - MEBBARFZRBAEE AR
AR BTERAEERER220% -
MmEX(BEETEFTEZHERR
MERERS - &

ARZEERME ¢

(BRESE] emArRER BB R
ETI=E2RFEHIL 2R

() A2 TEBRERFTFRZHE
S

(i) AR ZRAEHE—EA
SEBIREARR T B R AF
ReBTARZHRER :

(i) ARFEERFTIRAE A AL
RARE LBBE BRI
FEE] &

(L&A IR EF SN T HIR
A ERE A HE B AR RRR
ZM A BRI B R R
PlR2EREE (CEFSRENT

ABREBR(ER)ARAAF

19




NOTICE OF ANNUAL
GENERAL MEETING

JBe 3B A O

—1 20

shareholdings as at that date (subject to such exclusions
or other arrangements as the Directors of the Company
may deem necessary or expedient in relation to fractional
entitlements or having regard to any restrictions or
obligations under the laws of, or the requirements of
any recognized regulatory body or any stock exchange
in, any territory outside Hong Kong applicable to the

Company).”

As special business, to consider and, if thought fit, to pass

with or without modifications the following resolution as an

ordinary resolution:

“THAT:

@)

subject to paragraph (b) below, the exercise by the
Directors of the Company during the Relevant Period
(as defined in paragraph (c) below) of all the powers of
the Company to repurchase its own shares on The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) or any other stock exchange on which the
securities of the Company may be listed and recognized
by the Securities and Futures Commission and the Stock
Exchange for this purpose, subject to and in accordance
with all applicable laws and/or the requirements of the
Rules Governing the Listing of Securities on the Stock
Exchange or of any other stock exchange as amended
from time to time, be and it is hereby generally and
unconditionally approved;

the aggregate nominal amount of share capital
repurchased by the Company pursuant to the approval
in paragraph (a) above shall not exceed 10% of the total
nominal amount of the share capital of the Company in
issue on the date of this Resolution and the said approval
to the Directors of the Company in paragraph (a) above
shall be limited accordingly; and

Luk Fook Holdings (International) Limited
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() for the purpose of this Resolution: © BFAZRERMmMS : 21—
“Relevant Period” means the period from the passing [(BEHRE] DEERRERRBEY
of this Resolution until whichever is the earlier of: BETYH=ZFB22REAHILZH
M

()  the conclusion of the next Annual General Meeting () AR2RATEBRERFRZHE

of the Company; R
(i)  the expiration of the period within which the next (iy ARElzZAEEAIs—Y)EA

Annual General Meeting of the Company is EBIREARR T AR E S

required by the Bye-laws of the Company or any REBTARZHRER %

applicable laws to be held; or

(i)  the revocation or variation of the authority given (i)  ARBEFRFTIRE IERELR
under this Resolution by ordinary resolution of the RARE iR mRE =
shareholders in general meeting.” fEFT - |

7. Asspecial business, to consider and, if thought fit, to pass 7. {EA4RIEE - ZEWRISHEB (ERER
with or without modifications the following resolution as an E7]) THIERRES
ordinary resolution:

“THAT conditional upon Resolutions Nos. 5 and 6 above [BVREFESNFCIHAZRREBBE @ 15
being passed, the aggregate nominal amount of the number RNBUKEE E S EB6IERRRTMA TE
of shares in the capital of the Company which are repurchased EgsENMEBE 2 AQRRAFIRMDE
by the Company under the authority granted to the Directors B2 HEZENARRBESZKIE EX
of the Company as mentioned in Resolution No. 6 above FEIFAFERMAL B B EIGHR
shall be added to the aggregate nominal amount of share Bl E 2 ROAREEAREA - EARR R E
capital that may be allotted or agreed conditionally or BIRR R 2 EHE TSR AR RN ARER
unconditionally to be allotted by the Directors of the Company REZHEETRAEBEETE210% ° |

pursuant to Resolution No. 5 above, provided that the amount
of share capital repurchased by the Company shall not exceed
10% of the total nominal amount of the share capital of the

Company in issue on the date of this Resolution.”
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As special business, to consider and, if thought fit, to pass

the following resolution as a special resolution:

“THAT the existing Bye-laws of the Company be and are

hereby amended in the following manner, namely:

A

Definitions

THAT the existing definition of “Clearing House” in Bye-
law 1(A) be deleted and substituted by the following
new definition:

“Clearing House” shall mean a recognised clearing
house within the meaning of the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) or
a clearing house or authorised shares depository
recognised by the laws of the jurisdiction in which the
shares of the Company are listed or quoted on a stock

exchange in such jurisdiction;

THAT the existing definition of “associates” in Bye-law
1(A) be deleted and substituted by the following new
definition:

"associates” shall have the meaning as defined in the

Listing Rules;

THAT following new definition of “Listing Rules” be
added to Bye-law 1(A) immediately following the existing

definition of “holding company” and “subsidiary”:

“Listing Rules” shall mean the rules governing the listing
of securities made by The Stock Exchange of Hong

Kong Limited (as amended from time to time);

Luk Fook Holdings (International) Limited
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(B)  Bye-law 76A B)

THAT the following new Bye-law 76A be added after
the existing Bye-law 76:

BB EFEIRA MA 76161 11 EF)
FETOA

[76A ftE(IA SRR IR E AR AR B
TR ERBEREERE - =X
SENEAIRS) - EEERFZEK
SRR ERES - Bl

“76A Where any shareholder is, under the Listing Rules,
required to abstain from voting on any particular
resolution or restricted to voting only for or only
against any particular resolution, any votes cast

AHAI76A 1E 23 ——

by or on behalf of such shareholder in
contravention of such requirement or restriction

shall not be counted.”
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(C) Bye-law 98(H) (C)  #HAI98(H) 1

THAT the existing Bye-law 98(H) be deleted and EEMIBRIB AR ABIO8(H)E - K.z
substituted by the following: AR :

[98H) 1Efa 2 = &R TS %A 7

“98(H) A Director shall not vote (nor shall he be counted

in the quorum) on any resolution of the Board in
respect of any contract or arrangement or
proposal in which he or any of his associate(s)
has/have a material interest, and if he shall do so
his vote shall not be counted (nor shall he be
counted in the quorum for that resolution), but
this prohibition shall not apply to any of the
following matters namely:-

(i) the giving of any security or indemnity either:

(@  to the Director or his associate(s) in
respect of money lent or obligations
incurred or undertaken by him or any
of them at the request of or for the
benefit of the Company or any of its
subsidiaries; or
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(i)

(i)

(V)

(b)  toathird party in respect of a debt or
obligation of the Company or any of
its subsidiaries for which the Director
or his associate(s) has himself/
themselves assumed responsibility in
whole or in part and whether alone or
jointly under a guarantee or indemnity

or by the giving of security;

any proposal concerning an offer of shares
or debentures or other securities of or by
the Company or any other company which
the Company may promote or be interested
in for subscription or purchase where the
Director or his associate(s) is/are or is/are
to be interested as a participant in the
underwriting or sub-underwriting of the

offer;

any proposal concerning any other
company in which the Director or his
associate(s) is/are interested only, whether
directly or indirectly, as an officer or
executive or shareholder or in which the
Director or his associate(s) is/are beneficially
interested in shares of that company,
provided that the Director and any of his
associates are not in aggregate beneficially
interested in 5% or more of the issued
shares of any class of such company (or of
any third company through which his
interest or that of his associate(s) is derived)
or of the voting rights;

any proposal or arrangement concerning
the benefit of employees of the Company
or its subsidiaries including:

(@ the adoption, modification or
operation of any employees’ share
scheme or any share incentive or

Luk Fook Holdings (International) Limited
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D)

share option scheme involving the
issue or grant of options over shares
or other securities by the Company
under which the Director or his

associate(s) may benefit; or

(b) the adoption, modification or
operation of a pension fund or
retirement, death or disability benefits
scheme which relates both to
Directors, his associates and
employees of the Company or any of
its subsidiaries and does not provide
in respect of any Director or his
associate(s), as such any privilege or
advantage not generally accorded to
the class of persons to which such

scheme or fund relates; and

(v any contract or arrangement in which the
Director or his associate(s) is/are interested
in the same manner as other holders of
shares or debentures or other securities of
the Company by virtue only of his/their
interest in shares or debentures or other

securities of the Company.”

Bye-law 103

THAT the existing Bye-law 103 be deleted and
substituted by the following:

“103 No person, other than a retiring Director, shall,
unless recommended by the Board for election,
be eligible for election to the office of Director at
any general meeting, unless notice in writing of
the intention to propose that person for election
as a Director and notice in writing by that person
of his willingness to be elected shall have been
lodged at the Head Office or at the Registration
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9.

Office at least 7 days before the date of the
general meeting. The period for lodgment of the
notice required under this bye-law will commence
no earlier than the day after the dispatch of the
notice of the general meeting appointed for such
election and end no later than 7 days prior to the
date of such general meeting.”

To transact any other business.

By Order of the Board
Law Tim Fuk, Paul

Company Secretary

Hong Kong, 23rd July, 2004

Notes:

Any member of the Company entitled to attend and vote at the Annual General
Meeting of the Company shall be entitled to appoint another person as proxy
to attend and vote instead of him. On a poll, votes may be given either personally
or by proxy. A proxy need not be a member of the Company. A member may

appoint more than one proxy to attend on the same occasion.

The instrument appointing a proxy together with any power of attorney or
other authority (if any) under which it is signed or a notarially certified copy
thereof must be deposited at the principal place of the Company in Hong
Kong at 19/F Sino Centre, 582-592 Nathan Road, Mong Kok, Kowloon, Hong
Kong not less than 48 hours before the time appointed for holding the meeting

or the adjourned meeting.

The Bye-laws of the Company is written in English. There is no Chinese version
in respect thereof. Therefore, the Chinese version of the Special Resolution as
set out in item 8 above on amendments to the Bye-laws is purely a translation
only. Should there be any discrepancies, the English version will prevail. The
purpose of the amendments is included in a separate circular to members of
the Company which is dispatched to members with the Company’s Annual
Report 2004.

Luk Fook Holdings (International) Limited
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REPORT OF THE DIRECTORS

R

The directors submit their report together with the audited accounts
for the year ended 31st March 2004.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

The principal activity of the Company is investment holding. The
subsidiaries are principally engaged in the retailing and wholesaling
of gold jewellery and gold ornaments, gem-set jewellery and
gemstones, and other accessory items. Over 90% of the Group’s
revenues and results are derived from activities carried out in Hong
Kong.

An analysis of the Group’s performance by business segment is set

out in note 3 to the accounts.

RESULTS AND APPROPRIATIONS
The results of the Group for the year are set out in the consolidated

profit and loss account on page 48.

The directors have declared an interim dividend of HK2 cents per
ordinary share, totalling HK$9,618,000, which was paid on 15th
January 2004.

The directors recommend the payment of a final dividend of HK5
cents per ordinary share, totalling HK$24,049,000 and payable on
15th September 2004.

RESERVES
Movements in the reserves of the Group and of the Company during

the year are set out in note 20 to the accounts.

FIXED ASSETS

The Company did not own any fixed asset during the year. Details
of the movements in fixed assets of the Group are set out in note
12 to the accounts.

SHARE CAPITAL

Details of the movements in share capital of the Company are set
out in note 19 to the accounts.
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Distributable reserves of the Company at 31st March 2004, RIEBEEEATESE - AR TH20044E3 A31
calculated under the Companies Act of Bermuda, amounted to B Z A] {9 R4 A343,864,000# 7T (2003

HK$343,864,000 (2003: HK$372,305,000). 4 1 372,305,000 7T) ©
FIVE YEAR FINANCIAL SUMMARY EFEMERE
The results, assets and liabilities of the Group for each of the last ANEBEHZ=3 31 H IES5EERIST B FE 2 %
five financial years ended 31st March are as follows: B EERBEOAT:
Restated
EE7
2000 2001 2002 2003 2004

HK$000  HK$'000  HK$'000  HK$000  HK$000
TAET TAET TAET TAET TiEx

Results E
Turnover EHE 1,711,841 1,605,764 1,478,806 1,461,763 1,598,123
Profit attributable AR R FEA i

to shareholders 80,371 71,305 64,225 47,357 76,965
Assets and liabilities EERAE
Total assets BERE 540,445 571,306 606,496 633,617 711,444
Total liabilities BERE 96,737 89,180 91,867 98,147 120,451
Shareholders’ funds R AR 440,055 479,559 510,680 531,002 583,157

Summary of the results and of the assets and liabilities of the Group ~ F3ISEMBMFEE s XEREENGERE
for the latest five years have been extracted from this annual report  #8( B ASBARFE R BEFE 2 F - 2002/
and prior years’ annual reports of the Group. Certain figures of 2002/ 20034 2 81 B EIRMN A BB 2 51T A& 86
2003 have been restated as a result of the prior year adjustment in GETESERF125 [ATE ] MEHES - &
respect of provision for deferred tax assets/liabilities in accordance &R AHZEF2002/20034F 2 B 2 tEEEF &5
with Statement of Standard Accounting Practice 12 “income Taxes”,  JARBREZE: o

issued by the Hong Kong Society of Accountants. Comparative

figures for years before 2002/2003 have not been restated to reflect

the change as the directors are of the opinion that it is impracticable

to do so.

Luk Fook Holdings (International) Limited
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PURCHASE, SALE OR REDEMPTION OF SHARES
The Company has not redeemed any of its shares during the year.
Neither the Company nor any of its subsidiaries has purchased or
sold any of the Company’s shares during the year.

DIRECTORS

The directors during the year were:

Executive directors
Mr WONG Wai Sheung
Mr TSE Moon Chuen
Mr LAW Tim Fuk, Paul
Mr POON Kam Chi

Mr LAU Kwok Sum

Non-executive directors

Mr WONG Koon Cheung

Mr CHAN Wai

Mr LEE Shu Kuan

Miss YEUNG Po Ling, Pauline
Mr CHIU Wai Mo *

Mr HUI Chiu Chung *

Mr HUI King Wai

Independent non-executive directors

Mr. TSE Moon Chuen, Mr. LEE Shu Kuan, Miss Yeung Po Ling,
Pauline and Mr. CHIU Wai Mo retire by rotation in accordance with
clause 99 of the Company’s Bye-law and, being eligible, offer
themselves for re-election. Details of the proposed directors to be
re-elected are set out in the circular sent together with this annual
report.

By an ordinary resolution passed at the Annual General Meeting
held on 27th August 2003, the Board was authorized to appoint
additional directors up to a maximum of 20 directors.

As at 31st March 2004, the Board of Directors included two
independent non-executive directors, namely Mr. CHIU Wai Mo and
Mr. HUI Chiu Chung, who have both confirmed to the Stock
Exchange and the Company their independence status. An
additional independent non-executive director is proposed to be
appointed before 30th September 2004, so that there will be a total
of 3 independent non-executive directors on the Board.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Executive directors

Mr WONG Wai Sheung, aged 54, is the founder, Chairman and
Chief Executive of the Group. He has over 37 years of experience
in the jewellery industry in Hong Kong. He is responsible for the
overall strategic planning and management of the Group. He has
been an associate director of The Kowloon Gold Silver and Jewel
Merchant’s Staff Association since November 1993. Mr Wong was
invited to act as honorary permanent chairman of Jadeware Traders
Industry & Commerce Association since April 2001.

Mr TSE Moon Chuen, aged 54, is the co-founder of the Group.
Presently, he is the Director & Deputy General Manager. He has
over 32 years of experience in jewellery retailing business and is
responsible for the sales operations and administration of the Group’s
retail shops. He has been an executive committee member of the
Diamond Federation of Hong Kong, China Ltd. since 2001. He has
also been appointed as the chairman of the Tsuen Wan Festival
Lightings Organizing Committee for 6 consecutive years. He has
been appointed as Honorable President of Hong Kong Gold & Silver

Ornaments Workers & Merchants General Union.

Mr LAW Tim Fuk, Paul, aged 51, joined the Group in 1996. Presently,
he is a Director, Company Secretary, Qualified Accountant, and
Financial Controller of the Group. He is a member of The Association
of Chartered Certified Accountants, the Chartered Institute of
Management Accountants, the Hong Kong Society of Accountants
and the Institute of Chartered Secretaries and Administrators. Mr
Law holds a Bachelor’s Degree with honours in Accountancy. He
has over 15 years of accounting and auditing experience and over
13 years of experience in commerce. He is responsible for the
accounting and finance of the Group.

Mr POON Kam Chi, aged 56, joined the Group as a Branch Manager
in 1994. Presently, he is a Director and Operations Director. Mr Poon
has over 37 years of experience in the jewellery retailing business in

Hong Kong.

Luk Fook Holdings (International) Limited
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BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (CONT’D)

Executive directors (cont’d)

Mr LAU Kwok Sum, aged 62, joined the Group as a Branch Manager
in 1995. Presently, he is a Director & Zone Manager (Yaumatei &
Mongkok). Prior to joining the Group, Mr Lau worked as a regional
manager in a listed jewellery company in Hong Kong. Mr Lau has
more than 34 years of experience in retailing, purchasing and

wholesaling of jewellery products.

Non-executive directors

Mr WONG Koon Cheung, aged 71, has over 52 years of experience
in retailing and manufacturing of jewellery in Hong Kong. He joined
the Group in 1992.

Mr CHAN Wai, aged 74, has over 57 years of experience in retailing
and manufacturing of jewellery in Hong Kong. He joined the Group
in 1992.

Mr LEE Shu Kuan, aged 77, has over 37 years of experience in

property development in Hong Kong. He joined the Group in 1991.

Miss YEUNG Po Ling, Pauline, aged 37, is the co-founder of the
Group. Miss Yeung has over 16 years of experience in public
relations. Miss Yeung was the winner of Miss Hong Kong and Miss
International of Goodwill in 1987. Miss Yeung was also the president
of the Wai Yin Club for the year 1995-1996.

Mr CHIU Wai Mo, aged 54, has over 37 years of experience in
general trading, property investment and management consultancy
in Hong Kong and Japan. Mr Chiu holds directorships in a number
of companies in Hong Kong and Japan. He joined the Group in
1997 and is a member of the Audit Committee.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (CONT’D)

Non-executive directors (cont’d)

Mr HUI Chiu Chung, J.P.,, aged 57, joined the Group in 1997 and is
Chairman of the Audit Committee. He is currently Managing Director
of UOB Kay Hian (Asia) Limited. Mr Hui has 33 years of experience
in the securities and investment industry. Mr Hui had for years been
serving as a Council Member and Vice-Chairman of the Stock
Exchange. He was also a Director of the Hong Kong Securities
Clearing Company Limited. He is at present a member of the
Advisory Committee of Hong Kong Securities & Futures
Commission, appointed Member of Securities & Futures Appeals
Tribunal, member of the Listing Committee of the Stock Exchange
of Hong Kong and Committee Member of the Hong Kong
Stockbrokers Association. Mr Hui also serves as independent non-

executive director of several listed companies in Hong Kong.

Mr HUI King Wai, aged 54, is a solicitor practising in Hong Kong
and joined the Group in 1999. He was admitted solicitor of the
Supreme Court of England and Wales and of the Supreme Court of
Hong Kong in 1981 and 1982 respectively.

Senior management

Mr AU Kwok Kau, aged 55, is the co-founder and General Manager
of the Group since 1991. He is responsible for overall administration
of the Group. He has over 32 years of experience in the jewellery

industry in Hong Kong.

Miss CHUNG Vai Ping, Icy, aged 34, is the Product Development
Manager of the Group. She joined the Group in 1990 and is
responsible for the product development of the Group. She has
won the Best of Show Award with her design “Flashing” in the 2nd
Hong Kong Jewellery Design Competition.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (CONT’D)

Senior management (cont’d)

Mr LEUNG Tak Fai, aged 41, joined the Group as Internal Audit
Manager since 2002. He is a member of the Hong Kong Society of
Accountants, the Chartered Association of Certified Accountants
and holds a Master Degree in Business Administration. He has over
11 years of internal auditing experience of retailing industry in Hong
Kong.

Miss LEUNG Wai Sheung, Garry, aged 36, is the Corporate Affairs
Manager of the Group. She holds a professional Diploma in China
Economy and Finance, a Bachelor’'s Degree in Business
Administration and a Master Degree in Business Administration.
She joined the Group in 1994 and is responsible for the Group’s
administration, co-ordination of project development and corporate
affairs.

Miss LI Wai Ki, Vickie, aged 48, is the Chief Jewellery Designer of
the Group. She joined the Group in 1996 and is responsible for
product design and development. Miss Li has over 28 years of
experience in jewellery design. Prior to joining the Group, she had
worked for a listed jewellery company in Hong Kong for 4 years.
Miss Li also won several international design awards in recent years,
namely:

“Tahitian Pearl Trophy 2003”
Brooch Category: Winner
Parure Category: 2nd runner-up

“The 5th Hong Kong Jewellery Design Competition” Merit Awards
- “Ring Category”

“Chuk Kam Jewellery Design Competition 2004” Buyer’s Choice
Group — Winner

Mr LING Hay Ming, Derek, aged 37, joined the Group in 2001 as
[.T. Manager and the Project Manager of Jewellworld.com Limited,
a subsidiary of the Company. He obtained his Master Degree in
Business Administration and Bachelor’s Degree in Computer
Engineering from Santa Clara University in California, U.S.A. Prior
to joining the Group, Mr Ling had over 12 years of business
consulting and management experience in U.S.A. and Hong Kong.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (CONT’D)

Senior management (cont’d)

Mr TSUI Kin Wah, Tommy, aged 46, is the Chief Gemmologist of
the Group. Mr Tsui joined the Group in 1995 and has over 14 years
of experience in purchasing and authentication of diamonds. Mr
Tsui is an Executive Committee member of the Hong Kong
Gemmological Association and a member of Gemmological
Association of Great Britain.

Mr WONG Wai Tong, aged 43, joined the Group in 1998. Presently,
he is the Business Director. He has over 27 years of manufacturing
and purchasing experience in jewellery and gold industry. He is
responsible for the purchasing of diamonds, gems and gold products
of the Group and the operation of the Company. Mr Wong is the
brother of Mr Wong Wai Sheung.

Mr YEUNG Wai Hing, aged 39, joined the Group as the Finance &
Accounting Manager in 2002. Mr. Yeung is a member of The
Association of Chartered Certified Accountants and the Hong Kong
Society of Accountants. Prior to joining the Group, Mr. Yeung has
gained over 10 years of finance and accounting experience at a
variety of business organizations including listed groups.

Mr. WONG Cheung Sang, Wallace, aged 40, is the Administration
Manager of the Group. He holds a Bachelor’s Degree and a Master
Degree in Business Administration. He joined the Group in 2004

and is responsible for the Group’s administration affairs.

Mr. TANG Hon Man, aged 38, is the Marketing Manager of the
Group. He holds a Bachelor’s Degree in Business Administration
and a Master Degree in Management. Mr. Tang joined the Group in
2003 and has more than 13 years of experience in advertising and
marketing field. He is responsible for the Group’s marketing and
promotion affairs.

PENSION SCHEME

Details of the pension scheme operated by the Group are set out in
note 10 to the accounts.

Luk Fook Holdings (International) Limited
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DIRECTORS’ SERVICE CONTRACTS

None of the directors who are proposed for re-election at the
forthcoming Annual General Meeting has a service contract with
the Company which is not determinable within one year without

payment of compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in note 25 to the accounts, no other contracts of
significance in relation to the Group’s business to which the
Company, its subsidiaries or its holding company 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 or at any time

during the year.

MANAGEMENT CONTRACTS
No contracts concerning the management and administration of
the whole or any substantial part of the business of the Company

were entered into or existed during the year.

CONNECTED TRANSACTIONS

The related party transaction entered into by the Group during the
year ended 31st March 2004 as disclosed in note 25(b) to the
accounts does not constitute a connected transaction under the
Rules Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”).

The related party transactions, which also constitute connected
transaction under the Listing Rules are set out in note 25(a) to the
accounts and disclosed in accordance with the former Chapter 14

of the Listing Rules as follows:

The connected transaction in respect of the tenancy agreement
entered into with Mr Wong Wai Sheung’s father, for the lease of a
retail shop of the Group was, in the opinion of the directors, entered
into on normal commercial terms which are fair and reasonable so

far as the shareholders of the Company are concerned.
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——136  DIRECTORS’ INTERESTS AND SHORT HEZRERBRAR

POSITIONS IN SECURITIES

As at 31st March 2004, save as disclosed below, none of the director ~ 72004F3A31H * B NPT FEEEIN © N2 7]
and chief executive of the Company had interests and short positions %= &+ 217 A B ER 21T A R EEIEE
in the shares, underlying shares and debentures of the issuer or (B 7785 RSB EXVER) 2 8% - #EE
any associated corporation (within the meaning of Part XV of the ~ B& 3 R (&5 - BB LSRN (@) BIEFHMAE
Securities and Futures Ordinance) which (a) were required, pursuant  {&{IZE35216B T B 2 Erofft 5 sk E A b)iRE
to section 352 of the Securities and Futures Ordinance, to be entered A RE B HEITE L HHIEEST R (1227
in the register referred to therein; or (b) were required, pursuantto R BHE ARG R EBHAEZ BBRARZ
the Model Code for Securities Transactions by Directors of Listed — #£25 RIAR :

Companies to be notified to the Company and the Exchange:

. Long positions in shares and underlying shares of the |. ZAATRAREEROGZFE :
Company:
Child
under 18 % of
Beneficial or Spouse Controlled Beneficiary Share Total Shares
Name of Director Owner 185 T Corporation of Trust Option Interest it
EEEH ERlBA  FUHEB REEE EREEREA R SRR RHESKL
Mr WONG Wai Sheung 1,712,878 245144176 3,920,010 7,064,000 257,841,064 53.61%
BEERRAE note () &(b) note ()
K@ X (b) BitzE(c)
Mr TSE Moon Chuen 23,344 245144176 245,167,520 50.97%
EiNE s note (a) &(b)
K@ X (b)
Mr LAW Tim Fuk, Paul 1,236,000 1,236,000 0.26%
BNVEREE
Mr WONG Koon Cheung 2,678,090 245144176 247,822,266 51.52%
ERELE note (a) &(b)
K@ X (b)
Mr CHAN Wai 4,299,022 245144176 249,443,198 51.86%
BRELE note (a) &(b)
KizE @ K (b)
Mr LEE Shu Kuan 5,634,579 735,650 247,730,800 254,101,029 52.83%
Tl note (f)  note (a),(b),
M) (d)&(e)
Bz ~ (b) ~
(d&(e)

Luk Fook Holdings (International) Limited
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SECURITIES (CONT’D)

Long positions in shares and underlying shares of the
Company: (cont’d)

Note (a)

Mr WONG Wai Sheung, Mr TSE Moon Chuen, Mr CHAN Wai, Mr LEE Shu Kuan
and Mr WONG Koon Cheung are also directors, and together with their associates
collectively control over one-half of the voting power, of Luk Fook (Control) Ltd.
which holds 231,858,000 shares in the Company. These directors were deemed
to be interested in the same shares, relevant disclosures were therefore duplicated

for the purpose of SFO.

Note (b)

Mr WONG Wai Sheung, Mr TSE Moon Chuen, Mr CHAN Wai, Mr LEE Shu Kuan
and Mr WONG Koon Cheung are also directors, and together with their associates
collectively control over one-third of the voting power, of Dragon King Investment
Ltd. which holds 13,286,176 shares in the Company. These directors were
deemed to be interested in the same shares, relevant disclosures were therefore

duplicated for the purpose of SFO.

Note (c)

Mr WONG Wai Sheung and his family are discretionary beneficiaries of the WONG’s
family Trust (the ‘Trust”). The Trust is the beneficial owner of the entire issued
share capital of Kwai Kee Cheung Jewellery & Goldsmith Co. Ltd. which is the

beneficial owner of 3,920,010 shares of the Company.

Note (d)
Mr LEE Shu Kuan holds 33.3% of the entire issued share capital of Wah Hang

Kimon Investments Limited which in turn holds 630,624 shares of the Company.

Note (e)
Mr LEE Shu Kuan holds 51% of the entire issued share capital of Wah Hang
Kimon Holdings Limited which in turn holds 1,956,000 shares of the Company.

Note (f)
Mr LEE Shu Kuan'’s spouse, Ms FONG Chi Ling, holds 735,650 shares of the

Company.
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——138 DIRECTORS’ INTERESTS AND SHORT EECRSFER KRR (B)
POSITIONS IN SECURITIES (CONT’D)
Il. Long positions in shares and underlying shares of Luk Fook  [l. REBR&AZER DT AE (R SR QTR
(Control) Limited, the ultimate holding company fREERGZHE
Child
under 18 % of
Beneficial or Spouse Controlled Beneficiary Total Shares
Name of Director Owner 185 A T Corporation of Trust Interest FTif
e EmEEA  FREEE XEEE FREREA BEw  BRHESL
Mr WONG Wai Sheung 478,111 383,954,791 34,432,902 34.43%
BEBRE note (a)
Bzt (@)
Mr TSE Moon Chuen 82,853 1,916,100 1,998,953 2.00%
FmEEE note(b) note(c)
B3 (o) fiTEE()
Mr POON Kam Chi 162,435 162,435 0.16%
EIE
Mr LAU Kwok Sum 1,600 1,600 0.002%
ZIEAREE
Mr WONG Koon Cheung 4,553,433 4,553,433 4.55%
AnELE
Mr CHAN Wai 6,427,843 6,427,843 6.43%
RExE
Mr LEE Shu Kuan 6,613,544 645,307 1,093,575 8,352,426 8.35%
Tk E note (d) note (e)
B3 () fitiE(e)
Miss YEUNG Po Ling, Pauline 60,000 60,000 0.06%
HER/ME
Luk Fook Holdings (International) Limited
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SECURITIES (CONT’D)

Long positions in shares and underlying shares of Luk Fook
(Control) Limited, the ultimate holding company (cont’d)
Note (a)

Mr WONG Wai Sheung and his family are discretionary beneficiaries of the WONG’s
family Trust (the ‘Trust”). The Trust is the beneficial owner of the entire issued
share capital of Kwai Kee Cheung Jewellery & Goldsmith Co. Ltd. which is the
beneficial owner of 33,954,791 shares of Luk Fook (Control) Limited.

Note (b)
Mr TSE Moon Chuen’s spouse, Ms FONG Anissa King, holds 82,853 shares of
Luk Fook (Control) Limited.

Note (c)

Mr TSE Moon Chuen holds 100% of the entire issued share capital of Moon
Chuen Investment Limited which in turn holds 1,916,000 shares of Luk Fook
(Control) Limited.

Note (d)
Mr LEE Shu Kuan’s spouse, Ms Fong Chi Ling, holds 645,307 shares of Luk
Fook (Control) Limited.

Note ()
Mr LEE Shu Kuan holds 33.3% of the entire issued share capital of Wah Hang
Kimon Investments Limited which in turn holds 1,093,575 shares of Luk Fook

Control.

DIRECTORS’ BENEFITS FROM RIGHTS TO
ACQUIRE SHARES OR DEBENTURES

Details of the directors’ benefits from rights to acquire shares or

debentures are set out in the following section regarding the

Company’s Share Option Scheme.

Apart from the above, at no time during the year was the Company,

its subsidiaries or its holding company a party to any arrangement

to enable the directors of the Company to acquire benefits by means

of the acquisition of shares in, or debentures of, the Company or

any other body corporate.
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SUBSTANTIAL SHAREHOLDERS

As at 31st March 2004, save as disclosed below, so far as is known
to any director or chief executive of the Company, no person, other
than a director or chief executive of the Company, had an interest
or short position in the shares and underlying shares of the Company
as recorded in the register required to be kept under section 336 of

the Securities and Futures Ordinance.

Beneficial
Name of Shareholder Owner
IREHTE ExnEEA
Luk Fook (Control) Limited 231,858,000
78 (IR BRAF]
Value Partners Limited 43,824,000
HIEESEREAT
Mr CHEAH Ching Hye
BB E
Note

Mr CHEAH is a controlling shareholder, with 31.82% interest, of Value Partners Limited
which in turn holds 43,824,000 shares of the Company. By virtue of the SFO, he is
deemed to be interested in those shares of the Company and relevant disclosures are

therefore duplicated.

Luk Fook Holdings (International) Limited

FERR

M20043H31H - BRI XHEEEI - BARFA
ZEBNITRBEATAE  BRARRESHITH
BESN - BEEMATRAR R Z N KB
D - BERRSAR MARSENAR AIREF
HREEKRAIEI6IMETEF 2T LM -

% of
Controlled Total Shares
Corporation Interest o &N
ZEAE KR Epaisd
231,858,000 48.21%
43,824,000 9.11%
43,824,000 43,824,000 9.11%

note
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SHARE OPTION SCHEME
On 17th April 1997, a share option scheme (“the Scheme”) was

approved at a Special General Meeting of the Company under which

the directors may, at their discretion, grant employees, including

any executive directors, of the Company and any of its subsidiaries

options to subscribe for shares in the Company subject to the terms

and conditions stipulated therein. A summary of the Scheme is as

follows:

1)

@

3)

4)

(5)

Purpose

The purpose of the Scheme is to provide an employee incentive
compensation plan that is based on corporate performance
and is tied to the Company’s share value with the goal of

increasing shareholders’ wealth.

Eligible persons
Any employees, including any executive directors, of the

Company and any of its subsidiaries.

Number of shares available for issue

At 31st March 2004, the maximum number of shares available
for issue is 20,626,000, representing approximately 4.29% of
the issued share capital of the Company as at 31st March 2004.

Maximum entitlement of each eligible person

No option shall be granted to an eligible person which would
cause, at the date of grant, the aggregate number of shares
over which that options is granted, together with the aggregate
number of shares the subject of any other options granted to
that eligible person under the scheme (whether such options
have or have not been exercised at the date of grant) to exceed
25% of the aggregate number of shares already issued and
issuable under the scheme.

Time of exercise of option

An option may be exercised in accordance with the terms of
the Scheme at any time during a period commencing on the
date of grant of an option and expiring at 5:01 p.m. on the
business day preceding the 10th anniversary of the date of

grant.
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42 SHARE OPTION SCHEME (CONT’D) BRESTE (B
(6) Exercise price (6) 1TEE
The option price per share payable on the exercise of an option: TR IE R R 2 BRI AR B
(@) granted before 1st September 2001 was determined by (a) 200149 1HAIEH 2B - A
the directors as being in no event less than the higher of: EEET - MEEAIEREEHEREA
TREZRSE :
() the nominal value of the shares; and () BHhzEE: &
(i)  80% of the average of the closing price of the shares (i) EEBERERLD B RS EEE
as stated in the Stock Exchange’s daily quotation B EBZAERRERMIRG
sheets for the 5 business days immediately preceding Z W TIE Z280% ©

the date of offer of an option.

(b) granted on or after 1st September 2001 is determined by (b) M2001F9A1HEZERE ZER
the directors, in compliance with the requirements of - RESET  WAFS EmRAE
Chapter 17 of the Listing Rules, as being at least the higher 17TEZRE  ELRUTREZRS
of; &

() the closing price of the shares as stated in the Stock () REBHAREXAHMBIME
Exchange’s daily quotations sheet on the date of grant, AMmEXRFYIRG 2 M mE &

which must be a business day; and

(i) the average closing price of the shares as stated in (iy BEEFEAMRSEZER B
the Stock Exchange’s daily quotations sheets for the FrE AMmE XTI < F U
5 business days immediately preceding the date of f& o
grant.

Luk Fook Holdings (International) Limited
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SHARE OPTION SCHEME (CONT’D)

(7) Remaining life of the Scheme

(7) ZetEZER T8

BRERT 8 (&) 43 ——

The Scheme will remain in force until 16th April 2007.

The following table discloses movements in the Company’s
share options during the year:

Options held Options
at 1st April exercised
2003 during the
720034 year
Eligible persons 481H FNTHE
SEBATLT B BRE 2 BER
Executive directors
HITEFE
WONG Wai Sheung 7,064,000 -
=HEF
TSE Moon Chuen 1,761,000 (1,761,000)
FEiiliEa
LAW Tim Fuk, Paul 1,236,000 (1,236,000)
BINE
POON Kam Chi 1,305,000 (1,305,000)
R
Employees under continuous 6,467,000 (1,998,000)
contracts
FESHIES

All the options above were granted on 14th June 2000 and are
exercisable at any time during the period from 14th June 2000
to 13th June 2010 at an exercise price of HK$0.34 per share.

The weighted average closing prices of the shares immediately
before the dates on which options were exercised were
HK$1.480, HK$1.480, HK$1.030 and HK$1.372 in relation to
the options exercised by Mr. Tse Moon Chuen, Mr. Law Tim
Fuk, Paul, Mr. Poon Kam Chi and other employees under
continuous contracts.

During the year, no options were granted, cancelled or lapsed.
The share options granted are not recognised in the accounts
until they are exercised.

Apart from the share option scheme mentioned above, none
of the directors or chief executives (including their spouse and
children under 18 years of age) had been granted, or exercised,
any rights to subscribe for shares in the Company or any other
body corporate.

T EIBAARAER - EE2007F4H16H -

TREBAAABRERENZ B -

Options held
at 31st March
2004
F20044F

3H31H Exercise date

BB BRE T A

7,064,000 N/A

TER

- 1st September 2003

2003%F9A1H

- 1st September 2003

200349 A1H

- 5th August 2003

200348 A5H

4,469,000 From 24th July 2003

to 26th February 2004

2003F7H24B=E

2004F2 A26H

LA FrB B AR HERA2000E6 A 14 A3 H K Al
200096 A14H £201046 A 13 H HARI(T
RS FEIR B A% 0.34 8 T 2 T B TIE ©

HRNBIREEE - BVBRE  BRRIBEL
REAMIFES KRBT B - IO
SRBIAETTE BB Z IEFHRHES
1.480/87T + 1.480/ 7T * 1.030/& 7T )& 1.372
BT
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MAJOR CUSTOMERS AND SUPPLIERS
During the year, the Group sold less than 30% of its goods to its 5
largest customers and therefore no additional disclosure with regard

to major customers is made.

The percentages of purchases for the year attributable to the Group’s

major suppliers are as follows:

FREFRHER
FA - AREREARRATFPFHEZERIR
30% + FEUt I \FEEEREP ZHIINEH -

FA - RNEEFEHERMEBERE B S
™

2004 2003
The largest supplier A IERE 17% 18%
Five largest suppliers combined hERAHERE T 34% 40%

None of the directors, their associates or any shareholders (which
to the knowledge of the directors owns more than 5% of the
Company’s share capital) had interest in the major suppliers noted
above.

BANK LOANS, OVERDRAFTS AND OTHER
BORROWINGS

At 31st March 2004, the Group had no bank loans, overdrafts or
other borrowings.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Bye-laws although there are no restrictions against such rights under
the laws of Bermuda.

COMPLIANCE WITH THE CODE OF BEST
PRACTICE OF THE LISTING RULES
Throughout the year, the Company was in compliance with the Code

of Best Practice as set out in the Listing Rules.

AUDIT COMMITTEE

In compliance with paragraph 14 of the Code of Best Practice, the
Board has established an audit committee comprising all
independent non-executive directors, to monitor the accounting and
financial reporting practices and internal control systems of the
Company. Since 1st April 2003, the audit committee has held several
meetings to consider matters including the 2003 annual report of
the Company, internal controls and the implications of the new
accounting standards to the Group’s financial reporting, the
unaudited interim condensed consolidated accounts for the six
months ended 30th September 2003, the 2004 annual report of

the Company and the Group’s IT control environment.

Luk Fook Holdings (International) Limited
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CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed from 23rd
August 2004 to 27th August 2004, both days inclusive, during which
period no transfer of shares will be registered. In order to qualify for
the final dividend, all transfers accompanied by the relevant share
certificates must be lodged with the Company’s Share Registrars in
Hong Kong, Computershare Hong Kong Investor Services Limited,
Rooms 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road
East, Hong Kong for registration not later than 4:00 p.m. on 20th
August 2004.

AMENDMENTS TO BYE-LAWS

To align the Company’s Bye-laws with amendments to the Listing
Rules and the enactment of the Securities and Futures Ordinance,
the Directors propose to amend the Bye-laws. Accordingly, a special
resolution will be proposed at the forthcoming annual general
meeting to amend the Bye-laws. The circular containing details of
the proposed amendments to the Bye-laws will be sent to the
Shareholders together with this Annual Report.

SUFFICIENCY OF PUBLIC FLOAT

Based on information publicly available to the Company and within
the knowledge of its directors as at 24th July 2004, being the latest
practicable date prior to the issue of the annual report, the public
float of shares in the Company has remained above the minimum
percentage required by The Stock Exchange throughout the year.

AUDITORS
The accounts have been audited by PricewaterhouseCoopers who

retire and, being eligible, offer themselves for re-appointment.

By order of the Board

Wong Wai Sheung

Chairman

Hong Kong, 23rd July 2004
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PRICEWVATERHOUSE(QOPERS

EORBKEETMEBA

TO THE SHAREHOLDERS OF
LUK FOOK HOLDINGS (INTERNATIONAL) LIMITED
(incorporated in Bermuda with limited liability)

We have audited the accounts on pages 48 to 93 which have been
prepared in accordance with accounting principles generally
accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS
AND AUDITORS

The directors of the Company are responsible for the preparation
of accounts which give a true and fair view. In preparing accounts
which give a true and fair view it is fundamental that appropriate
accounting policies are selected and applied consistently.

It is our responsibility to form an independent opinion, based on
our audit, on those accounts and to report our opinion solely to
you, as a body, in accordance with Section 90 of the Companies
Act 1981 of Bermuda, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the

contents of this report.

BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing
Standards issued by the Hong Kong Society of Accountants. An
audit includes examination, on a test basis, of evidence relevant to
the amounts and disclosures in the accounts. It also includes an
assessment of the significant estimates and judgements made by
the directors in the preparation of the accounts, and of whether the
accounting policies are appropriate to the circumstances of the
Company and the Group, consistently applied and adequately
disclosed.

Luk Fook Holdings (International) Limited

PricewaterhouseCoopers
22/F, Prince’s Building
Central, Hong Kong
Telephone (852) 2289 8888
Facsimile  (852) 2810 9888
www.pwchk.com
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We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable
assurance as to whether the accounts are free from material
misstatement. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the accounts. We
believe that our audit provides a reasonable basis for our opinion.

OPINION

In our opinion the accounts give a true and fair view of the state of
affairs of the Company and of the Group as at 31st March 2004
and of the profit and cash flows of the Group for the year then
ended and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 23rd July 2004
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CONSOLIDATED PROFIT AND mAEHmE
LOSS ACCOUNT
For the year ended 31st March 2004 2 Z2004 43 H31 HIFFE
48
(Note 2(j))
(P sE2())
As restated
K&
Note 2004 2003
BsE HK$’000 HK$’000
FET T
Turnover e 3 1,598,123 1,461,763
Cost of sales SHE AR (1,252,232)  (1,157,410)
Gross profit E5 345,891 304,353
Other revenues E A 3 20,239 13,786
Selling and distribution costs SHE R HER (240,472) (227,331)
Administrative expenses THER (28,233) (27,786)
Other operating expenses Hithie B & A (4,550) (6,477)
Operating profit 4R T 4 92,875 57,545
Finance costs BA 7% 5 7) (25)
Profit before taxation B A E A 92,868 57,520
Taxation sl 6 (14,796) (9,834)
Profit after taxation SRR Sl 78,072 47,686
Minority interests DR (1,107) (329)
Profit attributable to shareholders % BR e e ) 7 76,965 47,357
Dividends % & 8 33,667 28,480
Earnings per share SR ZEA 9
Basic HAR HK16.1 cents HK10.0 cents
Diluted ey HK15.8 cents  HKO9.8 cents

Luk Fook Holdings (International) Limited
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CONSOLIDATED BALANCE SHEET #% & & & A fH %

As at 31st March 2004 200443 A31 H
As restated
K7
Note 2004 2003
B 5T HK$°000 HK$’000
FHT THET
Non-current assets ERIEE
Fixed assets BEEBE 12 98,709 63,010
Other investments ERE 14 3,220 3,080
Rental deposits paid BENESEE 14,127 13,898
Deferred tax assets REFIBEE 22 7,159 6,473
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 123215 86461
Current assets MENEE
Inventories BT 15 488,088 433,974
Trade receivables B S EWERIE 17 16,606 10,317
Deposits, prepayments and e BAERER
other receivables H fib e I BRIE 10,409 11,793
Bank balances and cash IRTTHEBRNEIRS 73,126 91,072
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 088,229 547,156
Current liabilities mEaE
Trade and other payables B 5 R E AT BRIE 18 112,403 92,154
Taxation payable FEST IR 7,916 5,802
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 120319 97,956
Netcurrentassets ngAEEFE 467,910 449,200
Total assets less current liabilities REERTEEE 591,125 535,661
Financed by: BEeRR
Share capital &N 19 48,097 47,467
Reserves (] 20 511,011 464,548
Proposed final dividend BORAREAR B 8 24,049 18,987
Shareholders’ funds % B 2S 583,157 531,002
Minority interests DB R e 21 7,836 4,468
Deferred tax liabilities FEFHTEEE 22 132 191
591,125 535,661
Wong Wai Sheung Tse Moon Chuen
=5EE e
Director Director
E E

AREE(ER)ARAF
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BALANCE SHEET EEAEE
As at 31st March 2004 R200443 31 H
Note 2004 2003
BaE HK$’000 HK$’000
FET FA&TT
Investments in subsidiaries WEBARHEE 13 419,408 419,408
Current assets MENE =
Amount due from a subsidiary FE W FfT /B 2 R BRIE 16 70,000 70,000
Other receivables H b pE U BRIE 5 8
Taxation recoverable A Uy [B] £ 18 - 28
Bank balances and cash RITHESR MRS 245 549
70,250 70,582
Current liabilities mEaE
Amounts due to subsidiaries JERIB B A RIBRTE 16 40,651 15,368
Other payables H e ERIE 914 246
Taxation payable FERITRIE 16 =
41,581 15,614
Net current assets mENEEFE 28,669 54,968
Total assets less current liabilities REERTEDEE 448,077 474,376
Financed by: BERRR :
Share capital &N 19 48,097 47,467
Reserves & 20 375,931 407,922
Proposed final dividend BURAREAIR B 8 24,049 18,987
448,077 474,376
Wong Wai Sheung Tse Moon Chuen
EEE e
Director Director
BFE BZE

Luk Fook Holdings (International) Limited
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CONSOLIDATED STATEMENT OF %5 & # #5 % B £

CHANGES IN EQUITY

For the year ended 31st March 2004 EHE2004F3H31 HILF/E
51
As restated
gl
Note 2004 2003
B HK$°000 HK$’000
FERT FET
At 1st April 2003/2002, 12008/20024F
as previously reported 4H18 @ WgEI2 524,720 510,680
Changes in accounting policy
in respect of deferred BRRERIE 2 ST HER
taxation (note 2(j)) 28 (fF5E2()) 6,282 4,708
At 1st April 2003/2002, as restated 72003/20024F
4A18 - &5 531,002 515,388
Profit attributable to shareholders REERE
for the year i lepil 20 76,965 47,357
Exchange difference on
translation of the accounts BREINKHTEB AR
of foreign subsidiaries REREL =5 20 (143) -
Surplus on revaluation of
land and buildings T RIEFEHAELR 20 1,796 =
Dividends paid BERE 20 (28,605) (33,197)
Issue of shares f& (D EE1T 19, 20 2,142 1,454
At 31st March #£2004/2003F
2004/2003 3H31H 583,157 531,002

AREE(ER)ARAF




—1 92

22 /N J2s Bl
CONSOLIDATED CASH FLOW HaBehiaR
STATEMENT
For the year ended 31st March 2004 2 Z2004 43 H31 HIFFE
Note 2004 2003
i HK$’000 HK$’000
FHET FHIT
Net cash inflow generated REEET
from operations BERAFEE 23 64,757 14,165
Hong Kong profits tax paid EREANEH (13,427) (10,424)
Net cash inflow from operating activities A& & ESE) 2 I m AJF5E 51,330 3,741
Investing activities KEES
Purchase of fixed assets BEETEE (44,877) (20,101)
Disposal of fixed assets HEETEEE 49 638
Purchase of other investments BEEMKE - (2,000)
Disposal of other investments HEEMRE - 1,623
Advance to an investee AT FTRE Rl 2 B (140) -
Interest received BEHFIE 169 897
Net cash outflow from investing activities % &)E &) 2 I8 &7 H 558 (44,799) (18,943)
Financing activities BENES
Proceeds from disposal of a subsidiary & — KB AR TS IE - 2,310
Proceeds from issue of shares by LS NEI R 5
a subsidiary to minority shareholders IR EEATARID FT1S 5 E 1,471 490
Issue of ordinary shares BITEER 2,142 1,454
Loans from minority shareholders
of a subsidiary —RNB AR LEE 'K 790 =
Interest on bank overdrafts IRITBEZ 2 F B (7) (25)
Dividends paid 2R E (28,605) (83,197)
Dividends paid to minority shareholders 2k T SRR AL S - (300)
Net cash outflow from B RS 2R E
financing activities TR R (24,209) (29,268)
Decrease in bank RITHEER
balances and cash RE R (17,678) (44,470)
Bank balances and cash at FH 2 RIT
the beginning of the year ERRIRE 91,072 135,542
Effect of foreign exchange rate changes &R &&) » f/ £ (268) =
Bank balances and cash at FR 2 IRIT
the end of the year EHRRIE S 73,126 91,072

Luk Fook Holdings (International) Limited




NOTES TO THE ACCOUNTS iR H B sE

BASIS OF PREPARATION

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

the revaluation of certain land and buildings.

In the current year, the Group adopted the revised Statement
of Standard Accounting Practice No. 12 (the “revised SSAP
12”) issued by the HKSA which is effective for accounting
periods commencing on or after 1st January 20083.

The change in the Group’s accounting policy and the effect
of adopting the revised SSAP 12 is set out in the Note 2(j) to
the accounts.

PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation

of these consolidated accounts are set out below:

(@) Basis of consolidation

The consolidated accounts include the accounts of the
Company and its subsidiaries made up to 31st March.
Subsidiaries are those entities in which the Company;,
directly or indirectly, controls more than half of the voting
power; has the power to govern the financial and
operating policies; to appoint or remove the majority of
the members of the board of directors; or to cast majority
of votes at the meetings of the board of directors.

All significant intercompany transactions and balances

within the Group are eliminated on consolidation.

mBLEE

REDREEAEEERM G RAIRE
AEHASRM S ERRH - BB
TIRBELRAE AR - AAEET
T REF 2 EHBEMELERT] -

RAEE - AEBHAHBESFAIA
B ST EBAERFE125% (&1585]) ([
TEBAERFE125E 18R] ])) - REEET
EFSAERIF2003F1 A1 HekABFHAz &
SHEARI AR

I8 18

AEEZ @tRREGHREASTEBE
AIZE1255% (KUERT) 2 BN MEE2()

ARARBERSHARERARAZE
B BEMT -

(@ #HEKAE

FRERABEARRREMNBARTE
Z3 A31HILZERE - MBARTNA
NAEIEESEREGE Y B LRE
& - AREHIET BN EERER &
EFIRBAZHETEREINES
CLBRZEERERZAT -

FEREARRIEZERR 5 RiEH
ERGFARE R -

AREE(ER)ARAF
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2

PRINCIPAL ACCOUNTING POLICIES (CONT’D)

(a)

Basis of consolidation (cont’d)

The gain or loss on disposal of a subsidiary represents
the difference between the proceeds of the sale and
the Group’s share of its net assets together with any
unamortised goodwill or negative goodwill or goodwill/
negative goodwill taken to reserves and which was not
previously charged or recognised in the consolidated
profit and loss account and any related accumulated
foreign currency translation reserve.

Minority interests represent the interests of outside
shareholders in the operating results and net assets of
subsidiaries.

In the Company’s balance sheet the investments in
subsidiaries are stated at cost less provision for
impairment losses. The results of subsidiaries are
accounted for by the Company on the basis of dividends
received and receivable.

Capital reserve arising on shares exchanged on merger
represents the difference between the nominal value of
the shares of the subsidiaries acquired and the nominal
value of the shares issued by the Company as
consideration thereof.

Luk Fook Holdings (International) Limited
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NOTES TO THE ACCOUNTS
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2

PRINCIPAL ACCOUNTING POLICIES (CONT’D)

(b)

Property, plant and equipment

Leasehold land and buildings comprise retail shops and
other properties such as office premises. Retail shops
are stated at cost, less accumulated depreciation and
accumulated impairment losses. Other properties are
interests in leasehold land and buildings other than retail
shops and are stated at valuation, less subsequent
accumulated depreciation and accumulated impairment
losses. The valuation, being fair value at the date of
valuation, is determined by the directors based on
independent valuations which are performed every 3
years. In the intervening years, the directors review the
carrying value of the land and buildings and adjustment
is made where there has been a material change.
Increases in valuation are credited to the revaluation
reserve. Decreases in valuation are first offset against
increases on earlier valuations in respect of the same
property and are thereafter debited to operating profit.
Any subsequent increases are credited to operating
profit up to the amount previously debited. Upon the
disposal of a property, the relevant portion of the realised
revaluation reserve in respect of previous valuations is
transferred from the revaluation reserve to retained

earnings.

Other tangible fixed assets are stated at cost less
accumulated depreciation and accumulated impairment

losses.

Leasehold land is depreciated on a straight-line basis
over the unexpired period of the lease. Leasehold
buildings are depreciated on a straight-line basis over
the unexpired periods of the leases or their expected

useful lives to the Group, whichever is shorter.

2
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2

PRINCIPAL ACCOUNTING POLICIES (CONT’D)

(b)

Property, plant and equipment (cont’d)

Other tangible fixed assets are depreciated at rates
sufficient to write off their cost less accumulated
impairment losses over their estimated useful lives on a
straight-line basis. The principal annual rates are as

follows:

20% or over the

unexpired lease period,

Leasehold improvements

whichever is shorter
Furniture and fixtures

and computer equipment 20%
Motor vehicles 20%
Plant and machinery 20%

Major costs incurred in restoring fixed assets to their
normal working condition are charged to the profit and
loss account. Improvements are capitalised and
depreciated over their expected useful lives to the

Group.

At each balance sheet date, both internal and external
sources of information are considered to assess whether
there is any indication that assets included in leasehold
land and buildings and other tangible fixed assets are
impaired. If any such indication exists, the recoverable
amount of the asset is estimated and where relevant,
an impairment loss is recognised to reduce the asset to
its recoverable amount. Such impairment losses are
recognised in the profit and loss account except where
the asset is carried at valuation and the impairment loss
does not exceed the revaluation surplus for that same
asset, in which case it is treated as a revaluation

decrease.

Luk Fook Holdings (International) Limited
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2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

(b)

(©]

(d)

Property, plant and equipment (cont’d)

The gain or loss on disposal of a fixed asset is the
difference between the net sales proceeds and the
carrying amount of the relevant asset, and is recognised
in the profit and loss account. Any revaluation reserve
balance remaining attributable to the relevant asset is
transferred to retained earnings and is shown as a

movement in reserves.

Operating leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the leasing company
are accounted for as operating leases. Payments made
under operating leases net of any incentive received
from the leasing company are charged to the profit and
loss account on a straight-line basis over the lease

periods.

Goodwill

Goodwill represents the excess of the cost of an
acquisition over the fair value of the Group’s share of
the net assets of the acquired subsidiary at the date of
acquisition. In accordance with SSAP 30, goodwill on
acquisitions occurring on or after 1st April 2001 is
included in intangible assets and is amortised using the
straight-line method over its estimated useful life of not

exceeding 20 years.

Goodwill on acquisitions that occurred prior to 1st April
2001 was written off against reserves. The Group has
elected the transitional provision 1(a) set out in paragraph
88 of SSAP 30 and goodwill previously written off against
reserves has not been restated. However, any
impairment arising on such goodwill is accounted for in

the consolidated profit and loss account.
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2

PRINCIPAL ACCOUNTING POLICIES (CONT’D)

()

(e)

U}

Goodwill (cont’d)

The gain or loss on disposal of a subsidiary includes
the unamortised balance of goodwill relating to the
subsidiary disposed of or, for acquisitions prior to 1st
April 2001, the related goodwill written off against
reserves to the extent it has not previously been realised
in the consolidated profit and loss account.

Other investments

Other investments are stated at cost less any provision

for impairment losses.

The carrying amounts of individual investments are
reviewed at each balance sheet date to assess whether
the fair values have declined below the carrying
amounts. When a decline other than temporary has
occurred, the carrying amount of such securities will be
reduced to its fair value. The impairment loss is
recognised as an expense in the profit and loss account.
This impairment loss is written back to the profit and
loss account when the circumstances and events that
led to the write-downs or write-offs cease to exist and
there is persuasive evidence that the new circumstances
and events will persist for the foreseeable future.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost includes direct materials and direct
labour. In general, costs are assigned to individual items
on the first-in, first-out basis. Net realisable value is
determined on the basis of anticipated sales proceeds
less estimated selling expenses.

Luk Fook Holdings (International) Limited

2

ETEGHEE (@)

(d)

(e)

R ()

HEHTE AR 2 W amsk SRR IEERT
HEZMBARB AR REHE
# » SHET2001 44 51 B AIFT{E
IR BB E R B ISR R R
REBRRANBREHEEE -

HittiR&

HARE R AMEIIR EADRER B
&I

ERRE < SREEINEBFEE B
T8 ARMZE AT EEREEK
EENEREE - HABREER
BRIFBEREE 2RE - RIREFES
ZIRHER THEAHER © BUEE
BRBRRER SR o HEZHMIR
SMH < BN FREABIFE - MA
BNBERER - FIEAKERKNA
RASHRFEHE - AREBEAEDERE
e

352

TR THZAR AME S AT RFERE 2
BIRE AR - RAEBRERVF R
BEETE - —RiME » AEAEA
FHUEA BEAERIERA o AT
BTSRRI E PSSR (AT 85
EEMHE -



_______________________________________|
NOTES TO THE ACCOUNTS

e H Mk

2

PRINCIPAL ACCOUNTING POLICIES (CONT’D)

((¢)]

(h)

(i)

0

Cash and cash equivalents

Cash and cash equivalents are carried in the balance
sheet at cost. For the purposes of the cash flow
statement, cash and cash equivalents comprise cash
on hand, deposits held at call with banks and bank

overdrafts, if any.

Provisions

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

amount can be made.

Contingent liabilities

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

A contingent liability is not recognised but is disclosed
in the notes to the accounts. When a change in the
probability of an outflow occurs so that outflow is

probable, it will then be recognised as a provision.

Deferred taxation

Deferred taxation is provided in full, using the liability
method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying
amounts in the accounts. Taxation rates enacted or
substantively enacted by the balance sheet date are
used to determine deferred taxation.
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2 PRINCIPAL ACCOUNTING POLICIES (CONT’D)

(1)) Deferred taxation (cont’d)

Deferred tax assets are recognised to the extent that it
is probable that future taxable profit will be available

against which the temporary differences can be utilised.

Deferred taxation is provided on temporary differences
arising on investments in subsidiaries except where the
timing of the reversal of the temporary difference can
be controlled and it is probable that the temporary

difference will not reverse in the foreseeable future.

In prior years, deferred taxation was accounted for at
the current taxation rate in respect of timing differences
between profit as computed for taxation purposes and
profit as stated in accounts to the extent that a liability
or an asset was expected to be payable or recoverable
in the foreseeable future. The adoption of the revised
SSAP 12 represents a change in accounting policy,
which has been applied retrospectively so that the

comparatives presented have been restated to conform

to the changed policy.

As detailed in note 20 to the accounts, opening retained
earnings at 1st April 2002 and 2003 have been
increased by HK$4,708,000 and HK$6,282,000,
respectively, which represent the unprovided net
deferred tax assets. This change has resulted in an
increase in deferred tax assets and deferred tax liabilities
at 31st March 2003 by HK$6,473,000 and HK$191,000
respectively. The profit for the year ended 31st March

2003 has been increased by HK$1,574,000.

Luk Fook Holdings (International) Limited
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PRINCIPAL ACCOUNTING POLICIES (CONT’D)

(k)

()

Translation of foreign currencies

Transactions in foreign currencies are translated at
exchange rates ruling at the transaction dates. Monetary
assets and liabilities expressed in foreign currencies at
the balance sheet date are translated at rates of
exchange ruling at the balance sheet date. Exchange
differences arising in these cases are dealt with in the

profit and loss account.

The balance sheets of subsidiaries expressed in foreign
currencies are translated at the rates of exchange ruling
at the balance sheet date whilst the profit and loss
accounts are translated at an average rate. Exchange

differences are dealt with as a movement in reserves.

Revenue recognition

Revenue from the sale of goods, at invoiced value net
of sales discounts and returns, is recognised on the
transfer of risks and rewards of ownership. This generally
coincides with the time when cash is received for retail
sales and when the goods are delivered to customers
and the title has passed for credit sales.

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

Consultancy fee income and service income in respect
of technical support and consultancy services are
recognised on an accrual basis and are determined in

accordance with the terms of the service agreement.

Commission income in relation to introducing brokerage
activities is recorded in the accounts based on trade
dates. Accordingly, only those transactions whose trade
dates fall within the accounting year have been taken
into account.
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PRINCIPAL ACCOUNTING POLICIES (CONT’D)

(m)

Employee benefits

)

(i)

(i)

Employee leave entitlements

Employee entitlements to annual leave are
recognised when they accrue to employees. A
provision is made for the estimated liability for
annual leave as a result of services rendered by

employees up to the balance sheet date.

Employee entitlements to sick leave and maternity
leave are not recognised until the time of leave.

Profit sharing and bonus plans

Provisions for profit sharing and bonus plans are
recognised when the Group has a present legal
or constructive obligation as a result of services
rendered by employees and a reliable estimate of

the obligation can be made.

Pension obligations

The Group operates a number of defined
contribution plans in various countries, the assets
of which are generally held in separately
administered funds. The pension plans are
generally funded by payments from employees
and by the Group.

The Group’s contributions to the defined
contribution retirement scheme are expensed as
incurred and are reduced by the contributions
forfeited by those employees who leave the
scheme prior to vesting fully in the contributions.

Luk Fook Holdings (International) Limited
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PRINCIPAL ACCOUNTING POLICIES (CONT’D)

(m)

(n)

Employee benefits (cont’d)

(iv)  Equity compensation benefits

No employee benefit cost or obligation is
recognised at the date of grant when the Group
grants share options to its employees, including
executive directors. When the options are
exercised, the proceeds received net of any
transaction costs are credited to share capital

(nominal value) and share premium.

Segment reporting

A segment is a distinguishable component of the Group
that is engaged in providing products or services
(business segment), or providing products or services
within a particular economic environment (geographical
segment), which is subject to risks and rewards that
are different from those of other segments.

In accordance with the Group’s internal financial
reporting the Group has determined that business
segments be presented as the primary reporting format
and geographical segments as the secondary reporting
format.
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PRINCIPAL ACCOUNTING POLICIES (CONT’D)

(n)

Segment reporting (cont’d)

Unallocated costs represent corporate expenses.
Segment assets consist primarily of fixed assets, rental
deposits paid, inventories, receivables and operating
cash, and mainly exclude other investments, deferred
tax assets and corporate assets. Segment liabilities
comprise operating liabilities and mainly exclude items
such as deferred tax liabilities and corporate liabilities.
Capital expenditure comprises additions to fixed assets,
including additions resulting from acquisitions through
purchases of subsidiaries, if any.

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

assets are located.

Inter-segment sales are accounted for based on
competitive market price charged to third party

customers for similar goods and services.

Luk Fook Holdings (International) Limited
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NOTES TO THE ACCOUNTS iR H B sE

REVENUE, TURNOVER AND SEGMENT INFORMATION

The Group is principally engaged in the retailing and
wholesaling of gold jewellery and gold ornaments, gem-set
jewellery and gemstones, and other accessory items. The
Group also provides technical support and consultancy
services including quality control of jewellery products to

licensees. Revenues recognised during the year are as follows:

WA~ EXRFERDIER 65

AEETENESMETSRMR B0
BN B OAREMR S 2 TE R EE
1 o REENAE TR R RE MR
REERGANEHEMR MmBERE - F
WEER AT

2004 2003
HK$’000 HK$’000
FHT THET
Turnover B R

Sale of goods HEEm 1,598,123 1,461,763

Other revenues HEA
Services income ARFSU A 9,936 6,478
Consultancy fee income ER &I A 4,770 3,246
Interest income F B HA 169 897
Commission income LB A 633 1,461
Others HAb 4,731 1,704
20,239 13,786
Total revenues Bl 1,618,362 1,475,549

Primary reporting format — business segments

The Group is organised mainly in Hong Kong into two major

business segments:

° Retailing of jewellery
° Manufacturing and wholesaling of jewellery

Other operations of the Group mainly comprise securities
investments and services relating to internet and software
development.

TEERAIR B

AEBEERBAREMBEIZRED

i

s EHMTE
s  EfiEERIHE

AEEEBEBEIRBEEFREUNRE
FA BB A S B P 3 2 RS o
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—— 66 3  REVENUE, TURNOVER AND SEGMENT 3 WA -BEERSBER @)
INFORMATION (CONT’D)
Primary reporting format — business segments (cont’d) FTESHSR — EHH I (&)
Manufacturing and
Retailing Wholesaling Other operations Eliminations Group
2% LERHE Hfbxi i 558
As restated
S]]

2004 2003 2004 2003 2004 2003 2004 2003 2004 2003
HKS'000 HKS000 HKS'000 HKS000 HKS000 HKS000 HKS000 HKS000  HKS000  HK$000
TR TEr TBr TEr TEx TEr TE&x TR TEr  TER

Sales to external customers W RFHER 1,502,946 1,375,891 94,760 85,872 "1 - - - 1,598,123 1,461,763
Inter-segment sales SPmEES 117 38M6 36064 301284 79 - T30 (30510 - .
Other revenuss from HIEFZ

external customers EfMA 874 91 13,835 9516 4333 3282 - - 19,042 12,889
Inter-seqment other revenues Az ERRA - - - - 240 0% (24%) 934) - -
Total ot 1518437 1379828 468239 396,672 7328 4216 (376,834)  (306,064) 1,617,165 1474652
Seqment resuls 5828 g7 TI0 B4 15T [@8M) BT B3 (2679 11618 84040
Interest income FIBMA 169 897
Unallocated costs AABKE (23.480)  (27392)
Operating profi @EEH 92875 57545
Finance costs i U] 29)
Proft before taxation Banas 92868 57,520
Tavation i (1479 (9834
Proft after taxation B R 78072 4768
Minorty interests PERRER (1,107) (329)
Proft attributable to shareholders R ET 76965 47,357
Segment assefs AHEE 485015 458306 216,092 170,058 7,436 15782  (64,663)  (78927) 653,880 565,164
Unallocated assets FOWEE 57564 68,453

Total assets BEE 71,444 633617

Luk Fook Holdings (International) Limited
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3  REVENUE, TURNOVER AND SEGMENT 3 WA EBXBERIBER (@) 67
INFORMATION (CONT’D)
Primary reporting format — business segments (cont’d) FEERAHIX X0 (&)
Manufacturing and
Retailing Wholesaling Other operations Eliminations Group
2£ EERME O s A5H
As restated
e
2004 2008 2004 2008 2004 2008 2004 2008 2004 2008
HK$000 HK$000  HK$000 HKS000 HK$'000 HKS000 HKS'000 HKS'000  HK$'000 — HK$000
Tén TEr TEn  TEr  TEr  TEr  TEn  TEr  TEn TEn
Segment liabilties AR (111,195)  (108826) ~ (47,355)  (67,142)  (1,653) (115) 54063 78927  (105540)  (87,756)
Unallocated fiabilies AOEAE (14,911)  (10391)
Total fiabilties 2af (120451) (98,147
Depreciation it
- llocated -25k 6,857 7,927 1,633 1,383 762 630 - - 9,252 9,940
- unalocated -FAk 3013 2954
12,265 12,894
Capital expenditure BARR
- llocated -25k 7,92 8200 34699 6,267 702 185 - - 43328 1462
- unalocated -F5k 159 5479
44817 20,101
(Surplus)/deficit on revaluation THREF
ofland and buildings Ef5 (R8) /B
- allocated -25k - £ - - - - - - - £
- unallocated -K0R (1,895 1884
(1,885 1926

AREE(ER)ARAF
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— 68 3 REVENUE, TURNOVER AND SEGMENT 3 WA~ &R DEER (F)

INFORMATION (CONT’D)

Secondary reporting format — geographical segments REEZHRAIR —HEDSI
No geographical analysis is presented as over 90% of the A EL 2= 20034 200443 A31 H IF R {E
Group’s revenue, results and assets are derived from activities FEENREFBIO% WS - FENEEDY
in Hong Kong during the two years ended 31st March 2003 REBBER  HITEZY|IZHE D52
and 2004. DHT ©
4 OPERATING PROFIT 4 ARk
Operating profit is stated after crediting and charging the RESENE st A RTIBRTSIIER
following:
2004 2003
HK$’000 HK$’000
THET T
Crediting A

Surplus on revaluation of land

and buildings T REFEE R 1,835 =
Write-back of provision for

slow-moving inventories BESIETEEE - 2,637
Charging kR
Cost of inventories sold BEERERK 1,251,980 1,160,047
Depreciation of fixed assets BEEENE 12,265 12,894
Deficit on revaluation of land and buildings T ith R iEFE{HE 4 - 1,926
Loss on disposal of fixed assets & BT B E 2 F5iE 620 727
Operating lease rentals in respect of T RAE TS

land and buildings HEZHS 52,400 51,238
Auditors’ remuneration B RN & 1,786 1,572
Staff costs (including directors’ emoluments) & T (B EEHE) 124,982 121,513
Retirement benefit costs included SARETIRARZ

in staff costs (note 10) RIREFA (FiFE10) 4,595 3,559
Provision for slow-moving inventories T IHTF SR 252 -
Net exchange loss P& 18R 1,972 =

Luk Fook Holdings (International) Limited
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5  FINANCE COSTS 5 HK&H 69
2004 2003
HK$’000 HK$’000
FiBT FET
Interest on bank overdrafts RITBEZ 2FE 7 25
6  TAXATION 6 HE

The amount of taxation charged to the consolidated profit

and loss account represents:

EHFEBRaRAXHZHIENT

As restated

e

2004 2003

HK$’000 HK$ 000

FER FAT

Hong Kong profits tax BAENEH 16,940 12,155
Over-provision in prior years VAR 2 HBRRZE M (1,399) (747)
Deferred taxation IRIETHIE (745) (1,574)
14,796 9,834

Hong Kong profits tax has been provided at the rate of 17.5%
(2008: 16%) on the estimated assessable profit for the year.
In 2008, the Government enacted a change in the profit tax
rate from 16% to 17.5% for the fiscal year 2003/2004. Taxation
on overseas profits has been calculated on the estimated
assessable profit for the year at the rates of taxation prevailing

in the countries in which the Group operates.

EBEFEH IIRBAFEE (GRS
BRIEA7.5% (20034 : 16%) sHHEEE
{6 o M20034F - BT M5 2003/20044F [Z
ZHIERRER16%ADE17.5% ° &N
SRR R G A (4 5T ERRBUR R AR &
B R RITR R E -
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6 TAXATION (CONT’D)

The taxation on the Group’s profit before taxation differs from

BIE (&)

AEEBRTANG N EEREBRRGTE L

the theoretical amount that would arise using the taxation Pim ERIBE=Z20T ¢
rate of Hong Kong as follows:
2004 2003
HK$’000 HK$’000
FHET FHIT
Profit before taxation B A a A 92,868 57,520
Calculated at a taxation rate of 17.5% LA17.5% (20034 :
(2003: 16%) 16%) 5t H 2 HilE 16,252 9,203
Effect of different taxation rates
in other countries HMBRRTRF R 2 2 (207) (344)
Income not subject to taxation IR Z WA (2,327) (1,765)
Expenses not deductible
for taxation purposes EOGIE w2t 1,139 1,384
Unrecognised tax losses RNEHER A 1,876 2,103
Over-provision in prior years VAR E HRR 2 (1,399) (747)
Increase in opening net deferred tax BRI 2 12 1= i 22 A 2 BR AT
assets resulting from an increase RIER A& B R R
in tax rate 2 30 (538) -
14,796 9,834
PROFIT ATTRIBUTABLE TO SHAREHOLDERS 7 BREREGAET

The profit attributable to shareholders is dealt with in the
accounts of the Company to the extent of HK$ 164,000 (2003:

HK$70,204,000).

Luk Fook Holdings (International) Limited

JL) ©

SAKRRAFEREAZKEREMGNA
164,000/ 7T (20034 : 70,204,000/
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DIVIDENDS

2004 2003
HK$°000 HK$'000
FEx FHIT
2002/2003 final, paid, of HK$0.04 B.142002/2003F E R Hi% &
(2001/2002 final: HK$0.05) per B EER0.0447T
ordinary share (2001/20024F &
REARR S ¢ 0.05%57T) 18,987 23,704
2003/2004 interim, paid, of HK$0.02 B 152003/20044F fZ /R Hi A% &,
(2002/2003 interim: HK$0.02) per B E@R0.0247T
ordinary share (2002/2003F &
FREARR S : 0.02/87T) 9,618 9,493
2003/2004 final, proposed on 23rd July 2004, 72200447 A 23 B ##k2003/20044F
of HK$0.05 (2002/2003 final: HK$0.04) [ REAR B B AR L@ A%0.05%8 7T
per ordinary share (note) (2002/2003F EARHAR B,
0.047%7T) (FiaE) 24,049 18,987

Note:

At a meeting held on 23rd July 2004, the directors declared a final dividend of
HK$0.05 per ordinary share. This proposed dividend is not reflected as a
dividend payable in these accounts, but will be reflected as an appropriation of

retained earnings for the year ending 31st March 2005.
EARNINGS PER SHARE

The calculation of basic earnings per share is based on the
Group’s profit attributable to shareholders of HK$76,965,000
(2003: HK$47,357,000) and the weighted average number
of 478,399,954 (2003: 473,815,212) ordinary shares in issue
during the year.

The calculation of diluted earnings per share is based on the
Group’s profit attributable to shareholders of HK$76,965,000
(2003: HK$47,357,000) and the weighted average number
of 486,558,652 (2003: 484,350,454) ordinary shares in issue
during the year after adjusting for the effects of all potential
dilutive ordinary shares deemed to be issued at no
consideration if all outstanding share options granted under
the share option scheme of the Company had been exercised.

PR -

720047 A23E BRIz &% £ - EFEEDIRADR
BEEARLRAR0.05/7T - MIAKRIREIENARKE F
P AREMRE - BiSHEZE200553 A31 A ILFESIE
REBBFIDIE °

BREF

BREARRRNTIBIBEF AN 2 RSB E
5% H76,965,000 7T (20034 :
47,357,000/ 7T) R ERB ZH1TE BRI
WEF2478,399,9540% (20034 :
473,815,2120%) 5+ & -

SREERFIREBAREE 2 RREE R
#176,965,0007% 7T (20034F : 47,357,000
BT RENB X BT #E LBk 2
TEL FAEER (REREFTARIBEA N RIERE
SRR 2 M ARITEBREE WKITER
PATNBER (BT = R E 17,2 EmAR AR D)
2 BETE R kT35 £486,558,652
fi% (20034F : 484,350,454f%) 5T &

AREE(ER)ARAF
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— 72 10 RETIREMENT BENEFIT COSTS 10 ERBREAR
During the year, the Group’s contributions to the retirement FA - ANEBRRARGE 2 HRAT ¢

schemes are as follows:

2004 2003
HK$°000 HK$’000
FET FETT
Gross contributions IR 4aRE 5,257 5,020
Forfeited contributions used by REEAAIRIESR
the Group to reduce the existing level M2 SR
of contributions (662) (1,461)
Net contributions charged to consolidated ~ FRR4RA Bz K
profit and loss account XEH 2 HRFRE 4,595 3,559
At 31st March 2004, there are no unutilised forfeited R2004FE3831H » I RE A 283
contributions (2003: HK$NIl). IR (20034F : £E) ©

Luk Fook Holdings (International) Limited
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11 DIRECTORS’ AND SENIOR MANAGEMENT’S 11 ESRSREEAEME
EMOLUMENTS
(a) Directors’ emoluments (@ EEME
The aggregate amounts of emoluments payable to the FRMARREZERZ 2 Bie@gam
directors of the Company during the year are as follows: ™
2004 2003
HK$°000 HK$’000
FET TFHET
Fees we 825 825
Basic salaries, commissions HEA#Hs - Bg
housing allowances, BEERRL - A2,
other allowances and benefits-in-kind & Z#F 25 10,168 8,476
Performance/discretionary bonuses &K I8 BB 2 TEAT 2,158 1,329
Contribution to pensions RIRSHK 259 261
Benefit from exercise of share options T{EEEAZAEFT1S Rz 4,561 =
17,971 10,891

Directors’ fees disclosed above include HK$220,000
(2003: HK$220,000) paid to the independent non-
executive directors.

The emoluments of the directors fell within the following bands:

LA EFrR TR 2 E S0 S OIS NETE
S IFETTE = 2 220,000 7T (2003
£ : 220,00057T) °

NF TS HER 2 EE AT ¢

Number of directors

EEZAH
2004 20083
NilZ — HK$1,000,0007% 7T 8 8
HK$1,000,001% 7T — HK$1,500,0007% 7T - 3
HK$2,000,001% 7T — HK$2,500,000/% 7T 1 =
HK$3,000,0017% 7T — HK$3,500,000/% 7T 2 =
HK$5,500,0017% 7T — HK$6,000,000/% 7T - 1
HK$6,500,0017% 7T — HK$7,000,000/% 7T 1 =
12 12

No directors waived their emoluments in respect of the
years ended 31st March 2003 and 2004.

HZE2003F K 2004F3A31 H 1L
B WESEREWERE -

AREE(ER)ARAF
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11 DIRECTORS’ AND SENIOR MANAGEMENT’S 11

EMOLUMENTS (CONT’D)

(b)  Five highest paid individuals

Among the 5 highest paid individuals, 4 (2003: 4) of
them are directors of the Company and the details of
their remuneration have been disclosed in the preceding
paragraph. The amounts of the remaining highest paid
individual whose emoluments, which fell within the
emolument band of HK$1,500,001 to HK$2,000,000

(b) FEUKRSHMAL

ESREREBRAEMS (@)

=Ry

ZIN/NCIISIIVES4=F

BIA L - BEH4afL
(20034 : 4fL) BAARIESE - AP
SHBEHREX - E#f s H
AL ZB£ 71,500,001 TE
2,000,000% 7T 2 (20034 :
1,500,001/ L 22,000,000/ 7T)

(2003: HK$1,500,001 to HK$2,000,000), are as follows: WAaT :
2004 2003
HK$’000 HK$’000
FET FA&TT
Basic salaries, housing allowances,  EA&#FH & - EE2EL
other allowances and E B R E WS
benefits-in-kind 1,283 1,308
Performance/discretionary bonus BRI BB R ZELL 500 300
Contribution to Pensions RIRE TR 49 49
1,832 1,657

Luk Fook Holdings (International) Limited
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FIXED ASSETS 12 EEEE 75
Group &3
Leasehold land Furniture
and buildings Leasehold and fixtures
Retail Other improve- and computer Motor  Plantand
shops  properties ments  equipment vehicles  machinery Total
HELHRET HE KRS
SEHE  HMNE  NXEE  REERG RE BERRE g
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL  TET  TAT  TAR  TER TR TER
Cost or valuation A (G(E
At 1st April 2003 120034 A1H 28,292 17,195 51,248 22,307 1,789 3,5% 124,427
Exchange Adjustment ER AR - - 102 23 - - 125
Additions AE - 31,132 6,177 5,708 432 1,428 44,877
Revaluation adjustment ~ Ef:E - 3,400 - - - = 3,400
Disposals & - - (3,791) 919) - @) (4714)
_MUIstNach2004  ROGOASIE 282 572 ST 29 oM 500 168fis
Accumulated depreciation  2FEHTE
At 1st April 2003 1200354 A1H 2,264 114 40,550 15,302 746 2,441 61,417
Exchange Adjustment ER AR - - 17 6 - - 23
Charge for the year TEETE 566 351 6,454 3,618 444 832 12,265
Revaluation adjustment B - (231) - - - - (231)
Disposals & - - (3412) (652) - @) (4,068)
_MSistMach2004  R2004FSASIA 2830 24 43609 18274 1190 3260 69406
Net book value REFE
At 31st March 2004 FA20043A31H 25,462 51,493 10,127 8,845 1,081 1,751 98,709
At 31st March 2003 FA2003F3A31H 26,028 17,081 10,698 7,005 1,043 1,165 63,010
The analysis of the cost or valuation of the above assets is as follows: THREEZRASBEANMT :
At 31st March 2004 12004463 A31H
At cost BANE 28,292 - 53,736 27,119 2,221 50200 116,388
At professional valuation ~ EEfH(E
- 2004 —2004F - 14,860 - - - - 14,860
At directors’ valuation EEhE
- 2004 —2004F - 36,867 - - - - 36,867
28,292 51,727 53,736 27,119 2,221 5,020 168,115
At 31st March 2003 12003%53A31H
At cost BAE 28,292 - 51,248 22,307 1,789 3506 107,232
At professional valuation ~ EEfH(E
-2008 —2003F - 11,460 - - - - 11,460
At directors’ valuation EEhE
-2008 —2003F - 5,735 - - - - 5,735
28,292 17,195 51,248 22,307 1,789 3,5% 124,427

AREE(ER)ARAF
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Net book value of leasehold land and buildings comprises: HETHREFZREFES AR
Group
%
2004 2003
Retail Other Retail Other
shops properties shops properties
ZERH Htys TEEW Hi%
HK$°000 HK$’000 HK$’000 HK$’000
THET THET FHIT FHIT

Leasehold properties held ZEEFEEHZ

in Hong Kong under HEME
— long leases — KAL) 25,462 11,460 26,028 8,130
— medium term leases — R EATRAY - 2,100 - 2,030
25,462 13,560 26,028 10,160
Leasehold properties held  #E&5MEH 2
overseas under HEMZE
—long leases —REATAA - 1,300 - 1,301
— medium term leases — R EATRAY - 36,633 - 5,620
- 37,933 - 6,921
25,462 51,493 26,028 17,081
Certain other properties were revalued on 31st March 2004 AT EHMYEE R2004FE3 831 H B IEL
on the basis of open market value by FPD Savills (HK) Limited, HEEME - A EH A IR ARTEE
an independent professional valuer. iy o
The directors of the Company have reviewed the carrying value RNAFZEESEN2004E3 831 HERM
of the remaining other properties at 31st March 2004 and are TZ2EMYEZEREEE @ YR AL EEHE
of the opinion that the fair value is not materially different from EEAETEEAEZR
the carrying amount.
The carrying amount of revalued other properties would have BREEMDEURAN BTG ERBITERZ
been HK$49,632,000 (2003: HK$17,081,000) had they been FEREEIEYEE  BEEEmEREA
stated at cost less accumulated depreciation and accumulated 49,632,000/ 7T (20034 : 17,081,0007%
impairment losses. JT) °

Luk Fook Holdings (International) Limited
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13 INVESTMENTS IN SUBSIDIARIES 13 KEATRE 17 ——
Company
AF
2004 2003
HK$°000 HK$’000
FHT THET
Unlisted investments, at cost JEEHRE » K AE 298,887 298,887
Loans to subsidiaries mkB AR ZER 120,521 120,521
419,408 419,408
Particulars of the principal subsidiaries are set out in Note 28 FEMB AR 2 F BN B Fi3E28 ©
to the accounts.
Loans to subsidiaries are unsecured, interest-free and not MB AR ERAERR - £ 8 RIHA
repayable within the next 12 months. PAARRA2(E A AEE -
14 OTHER INVESTMENTS 14 HRE
Group
£E
2004 2003
HK$°000 HK$’000
FHT THET
Unlisted investments, at cost JEEHRE » K AE 3,080 3,080
Advance to an investee BT ETIRE AR 2 B3R 140 =
3,220 3,080
Advance to an investee is unsecured, interest-free and not BT ERR 2 BRAERET RE K
repayable in next 12 months. BEREKK12(E A AEE -
AREE(ER)ERAT
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15 INVENTORIES
At 31st March 2004, the carrying amount of inventories that
are carried at net realisable value amounted to HK$3,612,000
(20083: HK$5,493,000).

16 AMOUNTS DUE FROM/TO SUBSIDIARIES

The amounts due from/to subsidiaries are unsecured, interest-

free and repayable on demand.

17 TRADE RECEIVABLES
The majority of the Group’s sales are on cash basis. Credit
sales are mainly for the Group’s wholesale customers with

terms of 30 to 90 days.

The ageing analysis of trade receivables is as follows:

15 EfF
M200453 831 H + LAR[E IR (EFI R 2
B 717 2 BRE{E 43,612,000/ 7T (20034F
5,493,000/ 7T) °

16 B FETH 4O Rl BRIE

FEWFETHT B R R AR TE R AR - 2.8
KRR 2K RN ER -

17 EZEWERE
REBKRIBHEEHNIREGET - REE
DAREBZHIBEEMR > MEEHE

30Z290H -

B HRWIRIB Z BRE DI

Group
&8

2004 2003
HK$’000 HK$'000
FET FAT
0 — 30 days 0ZE30H 16,488 10,209
31 - 60 days 31Z260H 61 85
61 — 90 days 61Z290H 7 8
91 — 120 days 91&120H - -
Over 120 days HiE1208 50 15
16,606 10,317

Luk Fook Holdings (International) Limited
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18

19

TRADE AND OTHER PAYABLES 18 EZRHMEMNIRE
Included in trade and other payables are trade payables and STAE S RHEMERNRIE . E 5 ENIRIE
their ageing analysis is as follows: ZERER DTN -
Group
@
2004 2003
HK$’000 HK$ 000
FER FAT
0 - 30 days 0£=30H 42,439 36,662
31 - 60 days 31E60H 27,866 14,074
61 — 90 days 61%290H 3,781 4,539
91 — 120 days 91%E120H 3,619 3,989
Over 120 days HBiB120H 900 39
78,605 59,303
SHARE CAPITAL 19. B=
2004 2003
No. of shares HK$’000 No. of shares HK$'000
RGBE TR RiEA THT
Authorised: AR :
Ordinary shares of BREE0.1BT
HK$0.1 each Lk 800,000,000 80,000 800,000,000 80,000
Issued and fully paid: BREOIRARRAE :
Ordinary shares of BREHE0.1BT
HK$0.1 each ERR
At the beginning of the year E1) 474,674,850 47,467 470,398,850 47,040
Exercise of share options TR 6,300,000 630 4,276,000 427
At the end of the year FR 480,974,850 48,097 474,674,850 47,467

The Company has a share option scheme under which the
directors may, at their discretion, grant employees, including
any executive directors, of the Company and/or any of its
subsidiaries, options to subscribe for shares in the Company,
subject to the terms and conditions stipulated in the share
option scheme.

AARRE —EREES  BHLESH
RIBRE B BIPTR R R - BIfBM
ERER/ FEEAHBARZEE (B1F
ERITER) RHTRBARR RN 2B
Pt o

AREE(ER)ARAF
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19 SHARE CAPITAL (CONT’D)

During the year, no such options were granted.

Options to subscribe for 6,300,000 (2003: 4,276,000) ordinary
shares in the Company were exercised at a price of HK$0.34
(2003: HK$0.34) per share during the year. The premium on
the issue of the shares of HK$1,512,000 (2003:
HK$1,027,000) was credited to the share premium account.

At 31st March 2004, there were 11,533,000 (2003:
17,8383,000) share options outstanding which are exercisable
at HK$0.34 per share at any time prior to 13th June 2010.

19

R (&)

FA - RER D ZEBRE o

FR - A REEALQF6,300,0000% B
(20034 : 4,276,0000%) 2 BEAEE L&
0.347# 7T (20034 : 0.34/87T) Z(BI&TT
i o BEITRRD 235 E1,512,000/8 7T (2003
£ : 1,027,000%7T) Bt ABRGDRERK

200443 A31H  #%511,533,00015 %
1T{E BB A AE (20034 : 17,833,00017) * A]
2010456 A 13 B A{EAI R FH%0.34
PEIT L BAETTIE ©

20 RESERVES 20 f&B
(@) The reserves of the Group and Company as at 31st @ AEERAQFN2004F3H31HZ
March 2004 are analysed as follows: FERAITAT :
Group Company
&8 AT]
As restated
=gl
2004 2003 2004 2003
HK$’000 HK$’000 HK$’000 HK$’000
THET FAT FET FAT
Reserves & 511,011 464,548 375,931 407,922
Proposed final #ERARER
dividend (note 8) A% 2 (I 5E8) 24,049 18,987 24,049 18,987
Total reserves mfEE 535,060 483,535 399,980 426,909

Luk Fook Holdings (International) Limited



_______________________________________|
NOTES TO THE ACCOUNTS

e H Mk

20

RESERVES (CONT’D) 20 f&fE (@) 81
(b)  Group (b)
Share Capital  Revaluation Exchange Retained
premium reserve reserve reserve earnings Total
REEE EXGt Eftit SNEGE REEA @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T T T T T
At 1st April 2003, 200354418
as previously reported MAI 25K 54,604 135,713 - - 286,936 477,253
Change in accounting policy ~ SEERLHE
in respect of deferred taxation 3 HEzEH
(note 2()) (HizE2() - - - - 6,282 6,282
At 1st April 2003, 20035
as restated 4518+ BE3| 54,604 135,713 - - 293,218 483,535
Exercise of share
options (note 19) TEBRE (EF19) 1,512 - - - - 1,512
Profit attributable
to shareholders RRELER - - - - 76,965 76,965
Exchange difference on
translation of the accounts  BEFSNHBAR
of foreign subsidiaries RERCERZE - - - (143) - (143)
Surplus on revaluation of
land and buildings THRETERRS - - 1,796 - - 1,796
2002/2003 final 2002/2003FEEF
dividend paid (note 8) FERE (He) - - - - (18,987) (18,987)
2003/2004 interim 2003/2004FEE
dividend paid (note 8) HERE. (H3t8) - - - - (9,618) (9,618)
At 31st March 2004 2004537314 56,116 135,713 1,796 (143) 341,578 535,060
At 1st Apri 2002, R002F4A18
as previously reported JUFTEES 53577 135,713 - - 274,350 463,640
Change in accounting policy B EERERIAZ
in respect of deferred texation €3 EHEZET
(note 2()) (Rz20) - - - - 4,708 4708
At 1st Apri 2002, 20026
as restated 4R1H + E&7 53577 135,713 - - 279,058 468,348
Exercise of share
options (note 19) IRmE (1) 1,007 - - - - 1,027
Profit attributable
to sharehalders RERE(ER - - - - 47,357 47,357
2001/2002 final 2001/2002F E 2
diidend paid RERE
(note 8) i) - - - - (23,704) (23704)
2002/2008 interim 2002/2003F F A
dividend paid RS
(note 8) iz - - - - (9,493) (9,493)
At 31st March 2003 200353 A31H 54,604 135,713 - - 293,218 483535

AEEE (8

B)ERAA
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—— 82 20 RESERVES (CONT’D) 20 f#f& (@&
(¢)  Company © 27
Share Capital Retained
premium surplus earnings Total
B E Exf#E REEF et
HK$’000 HK$'000 HK$'000 HK$'000
T T T T
At 1st April 2003 72003F481H 54,604 298,687 73,618 426,909
Exercise of share  {T{EE IR
options (note 19) (FFEE19) 1,512 - - 1,512
Profit for the year AN EERA| - - 164 164
2002/20083 final 2002/2003F EC 1
dividend paid REARR S
(note 8) (Pt =E8) - - (18,987) (18,987)
2003/2004 interim  2003/2004F EE 14
dividend paid RHARR S
(note 8) (Pff=E8) - - (9,618) (9,618)
At 31st March 2004 #2004%3H31H 56,116 298,687 45177 399,980
At 1st April 2002 R2002F4 51H 53,577 298,687 36,611 388,875
Exercise of share 1T EE AR AE
options (note 19) (FFzE19) 1,027 = = 1,027
Profit for the year REF @ - - 70,204 70,204
2001/2002 final 2001/20024F E 2 1+
dividend paid REARR B
(note 8) (P zE8) - = (23,704) (23,704)
2002/2008 interim  2002/20034 & 2 1+
dividend paid HHARR B
(note 8) (P zE8) - = (9,493) (9,493)
At 31st March 2003  7A200343H31H 54,604 298,687 73,618 426,909
Luk Fook Holdings (International) Limited
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20

21

RESERVES (CONT’D)

(@

The contributed surplus of the Company represents the
difference between the nominal value of the shares
issued by the Company in exchange for all the issued
ordinary shares of Luk Fook Investment (B.V.l.) Limited
and the value of net assets of the underlying subsidiaries
acquired by the Company as at 17th April 1997. Under
the Companies Act 1981 of Bermuda (as amended),
the contributed surplus is distributable to the
shareholders, provided that the Company would, after
the payment of dividends out of the contributed surplus,
be able to pay its liabilities as they become due; or the
realisable value of the Company’s assets would thereby
not be less than the aggregate of its liabilities, its issued
share capital and its share premium. At the group level,
the contributed surplus is reclassified into its component
of reserves of the underlying subsidiaries.

At 31st March 2004, goodwill written off against the
Group’s capital reserve as a result of the acquisition of
subsidiaries prior to 1st April 2001 amounted to
HK$4,147,000 (2003: HK$4,147,000).

MINORITY INTERESTS

20 f#E @

(@

RRAFZEHBRIERRB R
Luk Fook Investment (B.V.l.)Limited
2HE BT E BRI T2 RIDE
EER19974F4 A17 A AR RIFTUREE
ZERANBAREEFEME ZZE
% - REARE19BIF AR (BB
i) BRRHBIIRETSRE
RABNREHBRRNIREIE - KA
BN BB SE BB ELE
ki - RAREEZ AIZIRFHERT
DREER - EBITRARERS
B2 A o REBEERA - ILE
BENEE RS ERNB AR
BIAFED -

g3

Ry

MR2004%E3 A31H © AAREBER
200144 A1 BRI EEHT B 2 Rl ¥
AREBERNRFEEMHE 2HEE
4,147,000 7t (20034F : 4,147,000
PETT) °

21 PBRREZS

2004 2003

HK$’000 HK$’000

FER FAT

Equity interests AR A e 7 7,046 4,468
Loans from minority shareholders —RBARM

of a subsidiary VBT 2 B 790 =

7,836 4,468

The loans from minority shareholders of a subsidiary are

unsecured, interest-free and have no fixed terms of repayment.

—RNBRRRIBREZERREER
# 2ERERTETY -

AREE(ER)ARAF
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— 84 22 DEFERRED TAXATION 22 EEHIA
The movement on the net deferred tax assets account is as EETIEEE S e T -
follows:
As restated
=gl
2004 2003
HK$’000 HK$’000
THET T
At 1st April 2003/2002 2003,/20024F4 5 1H 6,282 4,708
Credited to consolidated profit and
loss account STAGZEEREK 745 1,574
At 31st March 2004/2003 2004,/200343 531 H 7,027 6,282
Deferred taxation are provided in respect of: EERTE T Sh T 9IS TBIE L B
Tax depreciation Unrealised profit on
allowance closing inventories Total
HEfELR MRER 2 K ER G &zt
As restated As restated As restated
] ] ]
2004 2003 2004 2003 2004 2003
HK$:000 HK$'000 HK$:000 HK$'000 HK$:000 HK$'000
TER TAT TER TAT TER TAT
At 1st April 2003/2002 142003,/2002F4 418 4712 3,701 1,570 1,007 6,282 4,708
(Charged)/credited to
consolidated profit and RFABEER (R /
loss account itA (189) 1,011 934 563 745 1,574
At 31st March 2004/2003 142004,/2003F3A31H 4,523 4712 2,504 1,570 7,027 6,282
Representing: (&
As restated
K E5
2004 2003
HK$’000 HK$’000
THET T
Deferred tax assets REFIBEE 7,159 6,473
Deferred tax liabilities EEHIRAE (132) (191)
7,027 6,282
Luk Fook Holdings (International) Limited
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23

NOTES TO CONSOLIDATED CASH FLOW

STATEMENT

Reconciliation of profit before taxation to net cash inflow

generated from operations

23 HFRERERERHNE

BRBANGFIEKSE 2RERABHEIHRER

2004 2003
HK$’000 HK$ 000
FER FAT
Profit before taxation Br B A Al 92,868 57,520
Depreciation e 12,265 12,894
(Surplus)/deficit on revaluation of land T RIEF
and buildings BE (B8 /Bl (1,835) 1,926
Loss on disposal of fixed assets & EE B E 2 E5 18 620 727
Interest paid BIHE 7 25
Interest income FEUA (169) (897)
Operating profit before working LEESEBH 2
capital changes | 103,756 72,195
Increase in rental deposits paid BEHESESIE M (229) (1,469)
Increase in inventories 577 2 38N (54,114) (61,800)
(Increase)/decrease in trade and 2 5 R H A EWERIA -
other receivables, deposits % - BNERE
and prepayments 2 (&), SEd (4,905) 134
Increase in trade and 2 5 R EAMENIRIE
other payables 2 380 20,249 5,105
Net cash inflow generated from REEEY
operations REMAFEE 64,757 14,165

AREE(ER)ARAF
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At 31st March 2004, the Group had future aggregate
minimum lease payments under non-cancellable
operating leases in respect of land and buildings as

—1 86 24 COMMITMENTS 24 FEiE
(@) Capital commitments (a) BAREKIE
Group
£8
2004 2003
HK$’000 HK$’'000
FHET T
Contracted but not provided for EETAVERVEL B
Property, plant and equipment e N 59,704 2,751
Authorised but not contracted for BRUEERETA
Property, plant and equipment Y% - Has RERE - 2,380
() Commitments under operating leases (o) KETHEEASE

20043318 » AEEG LK
EFRIBET AR 2 &SR E MR AR
RIS 2 HARAENFBEELT ¢

follows:
Group
%
2004 2003
HK$’000 HK$’'000
FET FAET
Not later than one year —FR 52,313 46,449
Later than one year and
not later than five years —FU FETBBRE 59,903 43,860
112,216 90,309

The actual payments in respect of certain operating
leases are calculated at the higher of the minimum
commitments as noted above and the amounts
determined based on a percentage of the sales of the
related outlets.

At 31st March 2004 and 2003, the Company did not

have any material capital and financial commitments.

Luk Fook Holdings (International) Limited

ETREBENZERNFNR LR
it 2 BB AR ERAR IR AR B v S i 5 B
ZADLMEEZ EBBEER
=

72004 K% 2003F3 A31H * A&l
W AR E RN E AN K B 75 -
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25 RELATED PARTY TRANSACTIONS

For the purposes of these accounts, a party is considered to

be related to the Group if the Group has the ability, directly or

indirectly, to control that party or exercise significant influence

over that party in making financial and operating decisions,

or vice versa, or where the Group and the party are subject to

common control or common significant influence. Related

parties may be individuals or other entities.

Significant related party transactions, which were carried out

in the normal course of the Group’s business are as follows:

@

A subsidiary of the Company entered into a tenancy
agreement with Mr WONG Kwai Sang, Mr WONG Wai
Sheung’s father, for the lease of a retail shop of the Group
for a period of 1 year (2003: 1 year), expiring on 31st
December 2004. During the year, rental payable to Mr
WONG Kwai Sang amounted to HK$1,440,000 (2003:
HK$1,980,000).

A subsidiary of the Company entered into a service
contract (“Service Contract”) with Miss YEUNG Po Ling,
Pauline and Topone Investments Limited (“Topone”) for
a period of 1 year (2003: 1 year) expiring on 31st March
2005. Pursuant to the Service Contract, Topone agreed
to make available Miss Yeung’s exclusive services for
the promotion of the products and services of the Group
in consideration of an annual fee of HK$380,000 (2003:
HK$460,000).

Both Mr WONG Wai Sheung and Miss YEUNG Po Ling,
Pauline are directors of the Company and have beneficial
interests in the Company. Miss YEUNG Po Ling, Pauline
also holds beneficial interests in Topone.

25

BFREALZRS

BZFEREME - HAREENERLH
BREES—HTALTHEZ T AT
REERREBERNTEN Xm0
AT REREZ IR EEARNEEREARE
BB MEERRBEEANTESN
SAEEE S T ATHE BN ARE
R HFNERZET - BRAALARS
RASBENEREATLT - BREEALAA
EERMALHEMER

KEASEEEEBBECEREHEA
TR :

@ ARAZIEMBAREEEELE
R EEERERT A E R - &
MERTAEEESEmHASE - A
HIA1F (2003%F : 16F) - ZMA#E
R2004F12 31 BEm - FA + &
MEEErTEINHzBE A
1,440,000/ 7T (20034F : 1,980,000
PETT) °

(b) AREZ—FHMNBARTSEGER/)
BRE—IREER AT ([ZR—1)E1L
fRi&E 4 ([RFBE X)) - BRIEE
AEI1 A (20034 : 14F) + HA20054F
3H31BEm ° IREBEZIREE % —
ERIES/MEREER R - AHEE
AEEE@ERLE  REREF
380,000/8 7T (20034 : 460,000/%8
TT) ©

BEBLERGER MY /AT
B WRARREE Emtlss o 4
B/ MATR S — B BEmida ©

[u}

N

AREE(ER)ARAF
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NOTES TO THE ACCOUNTS Ik B M 5
—— 88 26 ULTIMATE HOLDING COMPANY 26 EBARERAT

The directors regard Luk Fook (Control) Limited, a company EERBARA 2 REER AR BT RSB
incorporated in the British Virgin Islands, as being the ultimate # R BB EMAAZ ZLuk Fook (Control)
holding company. Limited °

27 APPROVAL OF ACCOUNTS 27 HREBESB
The accounts were approved by the board of directors on KREEIREBER2004F7 A23HHES=S
23rd July 2004. IHIE o

Luk Fook Holdings (International) Limited
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28 PARTICULARS OF SUBSIDIARIES 28 MIBARFE
At 31st March 2004, the Company had the following principal 200438318 » XRRIZEEBHEBA
subsidiaries: AR

Particulars of

issued share Percentage of
capital/ attributable
Place of registered interest held by
incorporation/ capital the Company
establishment BRITRE RN T HEAE Principal activities
RS EMEARFE EEEIL FTEXK
2004 2003
Interests held directly:
BEERRARES
Luk Fook Investment British Virgin HK$2 100 100 Investment holding
(B.V.L.) Limited Islands 2T WA
REBERES
Interests held indirectly:
R A#E
China Gems Laboratory Hong Kong HK$2 100 100 Authentication
Limited B 28T of gemstones
FEKREETT OBRAA BREE
Great Cyber Investment Hong Kong HK$100 100 100 Property holding
Limited EE 1007 7T EXRYES
ERREBRAT
Ice Collection (International) Hong Kong HK$100 100 100 Retailing of gold and
Limited BB 10087T jewellery
K& (BER) BRAE KEHTERK
Jewellworld.com Limited British Virgin HK$8,000,000 51 51 Investment holding,
|slands 8,000,000/ 7T and provision of
REBHRHE software development

and services relating
to internet

REZR - R ER
K= EMBRERYE

AREE(ER)ARAF
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28 PARTICULARS OF SUBSIDIARIES (CONT’D)

28 MERRFE &)

Particulars of
issued share

Percentage of

capital/ attributable
Place of registered interest held by
incorporation/ capital the Company
establishment EEITRA RN T Principal activities
R EMERFEE EEEIL FTEXK
2004 2003
Jewellworld.com Limited Hong Kong HK$100 51 51 Investment holding,
REHR (FH) BRAR B 1008 7T and provision of
software development
and services relating to
internet
REER - BHRER
e =B R AEMmARTS
Luk Fook Bullions Hong Kong HK$14,000,000 100 100 Gold bullion trading
Dealers Limited B 14,000,000/ 75 HeEE
NREHRARAT
Luk Fook Holdings Hong Kong HK$2 100 100 Provision of
Company Limited B 28T management
NEEERRAR services to group
companies and
wholesale distribution
of gold and jewellery
REEERE TEREAQT
R#L#ED HAKRE
Luk Fook Jewellery & Hong Kong HK$100 100 100 Retailing of gold and
Goldsmith (HK) B 1007 7T jewellery
Company Limited KELMTEEHS
NERREETT
(BFR)BRDA
# Luk Fook Jewellery & Macau MOP 1,000,000 100 100 Retailing of gold

Goldsmith (Macau)

Company Limited
# NRHRERT

(RFT) BRATA]

Luk Fook Holdings (International) Limited

il

1,000,000/2F9 7T

and jewellery
KEHTERK
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PARTICULARS OF SUBSIDIARIES (CONT’D) 28 [KiBLFFE (@)
Particulars of
issued share Percentage of
capital/ attributable
Place of registered interest held by
incorporation/ capital the Company
establishment BRITRE RN T HEAE Principal activities
A R EMEREE EEEIL FTEXK
2004 2003
Luk Fook Jewellery & Canada CA$ 100 100 100 Retailing of
Goldsmith (Canada) nex 1001 & AT gold and jewellery
Limited KRESHTERK
NEREET(INEAX)
BRAE
Luk Fook Securities Hong Kong HK$14,000,000 100 100 Introducing broker
Limited BB 14,000,000/8 7T on securities trading
NRIEH R AR NARIER BB 2 K48
Max Forum Development Hong Kong HK$100 100 100 Property holding
Limited 5 1007 7T RHEMF
e ERERAR
Maxigood Enterprises Hong Kong HK$3,000,000 93.3 93.3 Manufacturing
Limited BB 3,000,000/ 7T and wholesale
BMECEFRAA distribution of jewellery
SEE R B DIHAE
Union Advertising & Hong Kong HK$100 70 70 Provision of
Production Company BB 10087T design services
Limited for window display
BEESRERRAR REEE R MR IR
+# NREHKRE (R People’s Republic  HK$2,000,000 100 100 Provision of consultancy
BRAA of China 2,000,000/ 7T services in the design

FE

of gold and jewellery
products in the
People’s Republic
of China

A EIR IR E S 6
EEmRaT Z i AR

AREE(ER)ARAF
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28 MEQRFHE &)

Particulars of
issued share

Percentage of

BRAT

Luk Fook Holdings (International) Limited

of China
H

1,000,000/ 7T

capital/ attributable
Place of registered interest held by
incorporation/ capital the Company
establishment EEITRA RN T Principal activities
R EMERFEE EaRADk FEEWR
2004 2003
+# NERE (ORI People’s Republic  HK$6,000,000 100 100  Manufacturing and
BRARE of China 6,000,000/ 7T wholesale distribution
H of jewellery. Provision of
consultancy services
in the design of
gold and jewellery
products in the
People’s Republic
of China
SUER BB HAE R
R BRHEKE ¢ &
EmRaT AR
+# BMF B EHBERAR People’s Republic  HK$12,000,000 100 100 Property holding
of China 12,000,000/ 7T REYE
H
+# BERRBEEH ORI People’s Republic  HK$1,000,000 51 51 Software development

and provision of
consultancy services
in the People’s Republic
of China

R B RS RE R
BafI AR5
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PARTICULARS OF SUBSIDIARIES (CONT’D)

+ The subsidiaries were established as a wholly foreign-owned enterprises
in the People’s Republic of China.

# The subsidiaries have a financial year end date of 31st December in

compliance with the respective local regulations.

Unless otherwise stated, all the above companies operate

principally in Hong Kong.

The above list includes the subsidiaries of the Company which,
in the opinion of the directors, principally affected the results
of the year or formed a substantial portion of the net assets of
the Group. To give details of other subsidiaries would, in the

opinion of the directors, result in particulars of excessive length.

28 MERAFE (@)

+ ZEMBRARRTEKILBZINEHEARE

# ZEWB AR MBFEEFERR12A318 -
FeEZHAl -

BRRBIIAI - LAMBARYEEER
R

FRFFIZARANHBARDEERA
HAFEEEAEAYERBRAREF
BEZ TEH - EERRREEMIE
ARZRERSUSERBRTE -

AREE(ER)ARAF
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LUK FOOK GROUP
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Luk Fook Holdings (International) Limited
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DISTRIBUTION OF THE GROUP'S A & B 2 F & ) 7 1
RETAIL CHAIN

— 96

LUK FOOK JEWELLERY <{EHE

HONG KONG & &

10.

11.

12.

18.

14.

18.

16.

17.

18.

19.

20.

G1, G/F, Max Share Centre, 367 King's Road, North Point, H.K.
AR AR EEI6TI EEF LG

G/F, 281 King’s Road, North Point, H.K.
HAILARZBE81RH T

G/F, Ming Yuen Centre, 400-404 King's Road, North Point, H.K.

E5 1L A 2 EA00-4045RBE 55 R Dt R

Shop C, G/F, 479 Hennessy Road, Causeway Bay, H.K.
B AR EE R 84795 T CHl

Shop B & C, G/F, Radio City, 505 Henessy Rd., Causeway Bay, H.K.

AR EE e 55850598 B2 Wi TBR CAl

G/F, 311 Nathan Road, Kin.

NEERMBGEI 115 T

Shop G2, G/F, Hanford House, 221B-E Nathan Rd, Kin.
NEEMBCE221B-ESR EE R A EH T G24H

G/F, 687-689 Nathan Road, Mongkok, Kin.

JUBERE AT BE687-6895 i T

G1-G2, G/F, Sun Hing Building, 603, 603A Nathan Road, Kin.
JUEERE A FIE603 « 603AEHTEAEGT-G2Hth4H

Shop B, G/F, Rex House, 648 Nathan Road, Mongkok, Kin.
TLEEH AT IE6485E 2 L2 KEH T B

A-C, G/F, 53 Fung Tak Road, Fung Wong New Village,
Wong Tai Sin Kin.
JUEEE AL B i BlIZ B 535 A-CHL T

G/F, 77-79 Mut Wah Street, Kwun Tong, Kin.
NEEEBYIEATT-7T9%M T

Shop F4, Telford Plaza, Phase 1, Kowloon Bay, Kin.

G/F, Shop 6, Emperor Plaza 1, 55 Chung On Street,
Tsuen Wan, N.T.
REER LA R 2IRE E 5 T 654

G/F, 98 Chung On Street, Tsuen Wan, N.T.
MAZLERLE8TM T

Shop 323A, L3, Phase 1, New Town Plaza, Shatin, N.T.
#S0 HETA T B 95 55 1 HAB23ATR

Shop 6 &7A, Level 3, Shatin Plaza, N.T.

MDA ESEYHL6-TAH

Shop 12, KCRC Shatin Station, N.T.

R BN EUE125%

Shop 1141, L1, Tuen Mun Town Plaza, Tuen Mun, N.T.
AR PIEFIMESE1 BB 1141558

Shop 19, Level One, The Peak Galleria, 118 Peak Rd. HK.
EEILTEE 11858 LU TEE IS 1119504

Luk Fook Holdings (International) Limited

21. Shop No. 235-237, Level 2, No. 39 Lung Sum Avenue,
Landmark North, Sheung Shui, N.T.
TR FIKBEEREE 395k K EI5218235-237 5 4

22. G/F, 155 Castle Peak Road, Yuen Long, N.T.
MATABILAKA5550 T

MACAU %P5

1. Largo Da Torre De Macau, s/n, Centro De Convencoes da Torre
de Macau, cava, loja 16

SRPTELICHE AR PIRIEIE & RIRLER 16557

2. Shop 107, G/F, New Century Hotel, Av Padre Tomas Pereira
No. 889, Taipa, Macau
SRPIZR T4 B 55 A B 8805 #T t A H & #h N 1074

CANADA £ X

1. Shop No. 163, First Markham Place, 3255 Highway 7 East,
Markham, Greater Toronto, Ontario, L3R 3P9, Canada
MERLAME Zie % M 7R BERI256B R ES
16355 4

2. Unit 1010, Aberdeen Centre, 4151 Hazelbridge Way, Richmond,
British Columbia, V6X 3L7, Canada
MERBFE LA R 224151 R 10104

3. Unit #B72, Pacific Mall, 4300 Steeles Ave. Markham, Greater
Toronto, Ontario, L3R OY5
MERLZAME ZHEZEHEM L IRNEL300K AN HES
B7255% 4

ICE g.
HONG KONG & &

1. Shop 59, Upper G/F, Olympian City 2, 18 Hoi Ting Rd.,
West Kin. Kin
NEEFINLEE B RE B 185% BB I 2 EAtt T 595% #

2. Shop 160, Level 1, Plaza Hollywood, Diamond Hill, Kin.
JUBEHE A LR BB B 5 1 11605%

3. Shop No. 1085, Level 1, Tuen Mun Town Plaza, 1 Tuen Shing St.,
Tuen Mun, N.T.
R PIER A SRR E 5 251 B B 108557 4

4.  Shop 189, 2/F, Tsuen Kam Ctr., 338 Castle Peak Rd.,
Tsuen Wan, N.T.
AL EE LA K387 28R 02121805k 4

5. Shop No. 267, Level 2, No. 39 Lung Sum Avenue, Landmark
North, Sheung Shui, N.T.
R _EIKBEEREE 3955 LK IS5 218267 5R i

6. Shop B246, Basement 2, No. 1 Matheson Street, Times Square,
Causeway Bay, H.K.
BAIBEE M EH 1R RS EB2464
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LUK FOOK HOLDINGS (INTERNATIONAL) LIMITED

XEAB(BR)ABRLE

(Incorporated in Bermuda with Limited Liability)
FORM OF PROXY FOR THE ANNUAL GENERAL MEETING

1/We (Note 1)

of.

being the registered holder(s) of (Note 2) ordinary shares of HK$0.10 each in the capital of the above named
Company, HEREBY APPOINT (Note 3) the Chairman of the Meeting or of

as
my/our proxy to act for me/us at the Annual General Meeting (or at any adjournment thereof) of the said Company to be held at 19th Floor Sino
Centre, 582-592 Nathan Road, Kowloon, Hong Kong on 27th August, 2004 (Friday) at 11:30 a.m. for the purpose of considering and if thought fit
passing with or without modifications, the resolutions set out in the notice convening the said Meeting and at such Meeting (or at any adjournment
thereof) to vote for me/us and in my/our name(s) in respect of such resolutions as hereunder indicated, and, if no such indication is given, as my/our
proxy thinks fit.

RESOLUTIONS FOR (Note 4) AGAINST (Note 4)

1. | To consider and adopt the audited consolidated financial statements and the reports of the
Directors and Auditors for the year ended 31st March, 2004

2. | To declare the final dividend for the year ended 3 1st March, 2004
3.1 (1) To re-elect the following directors:—

(a) Mr. TSE Moon Chuen

(b) Mr. LEE Shu Kuan

(c) Miss YEUNG Po Ling, Pauline

(d) Mr. CHIU Wai Mo

(2)  To authorise the Directors to fix the remuneration of directors.

(3)  To authorise the Board to appoint additional directors up to a maximum of 20 directors.

4. | To re-appoint PricewaterhouseCoopers as Auditors and to authorise the Directors to fix their
remuneration.

5. | To give a general mandate to the Directors to allot, issue and deal with additional shares in the
capital of the Company.

To give a general mandate to the Directors to repurchase shares in the capital of the Company.

Subject to the passing of Resolution 5 and 6, to authorise the Directors to issue additional shares
representing the nominal value of the shares repurchased by the Company.

8. | To amend the Bye-laws of the Company.

Signature(s) (Note 6) Dated 2004

Notes:

1. Full name(s) and address(es) to be inserted in BLOCK CAPITALS.

2. Please insert the number of shares of HK$0.10 each registered in your name(s). If no number is inserted, this form of proxy will be deemed to relate to all the shares in the
Company registered in your name(s).

3. If any proxy other than the Chairman of the Meeting is preferred, strike out the words “the Chairman of the Meeting or” herein stated and insert the name and address of the
proxy desired in the space provided in BLOCK CAPITALS. IF NO NAME IS INSERTED, THE CHAIRMAN OF THE MEETING WILL ACT AS YOUR PROXY.

4. IMPORTANT: IF YOU WISH TO VOTE FOR ANY RESOLUTIONS, PLEASE INDICATE WITH A TICK IN THE RELEVANT BOXES MARKED “FOR”. IF
YOU WISH TO VOTE AGAINST ANY ONE OF THE RESOLUTIONS, PLEASE INDICATE WITH A TICK IN THE RELEVANT BOXES MARKED
“AGAINST”. Failure to complete the boxes will entitle your proxy to cast your vote at his discretion. Your proxy will also be entitled to vote at his discretion on any resolution
properly put to the Meeting other than those referred to in the notice convening the Meeting.

5. Inorder to be valid, this form of proxy together with the power of attorney (if any) or other authority (if any) under which it is signed, or a notarially certified copy thereof, must
be deposited at the principal office of the Company in Hong Kong at 19th Floor, Sino Centre, 582-592 Nathan Road, Kowloon, Hong Kong not less than 48 hours before the
time appointed for holding of the Meeting or the adjourned Meeting.

6.  This form of proxy must be signed by you or your attorney duly authorized in writing or, in the case of a corporation, must be either under its common seal or under the hand of
an officer or attorney duly authorized.

7. Inthe case of joint holders, the vote of the senior who tenders a vote whether in person or by proxy, shall be accepted to the exclusion of the votes of the other joint holders, and
for this purpose, seniority will be determined by the order in which the names stand in the register in respect of the joint holding.

8. The proxy need not be a member of the Company but must attend the Meeting in person to represent you.

9.  Completion and delivery of this form of proxy will not preclude you from attending and voting at the Annual General Meeting if you so wish.

10. ANY ALTERATION MADE TO THIS FORM OF PROXY MUST BE INITIALLED BY THE PERSON WHO SIGNS IT.
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