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IIGLOBAL DISTRIBUTION NETWORK

7 \ AY \|/ \
—+ Eﬂ? ﬁj\ﬁﬁ %EJ ,Z“% NORTHERN CHINA #1t  EASTERN CHINA # 5%
Self-operated B & & : 70 (72) Self-operated A& /5 : 27 (29)
30 September 2018 Licensed & J % : 470 (436) Licensed & kJE : 217 (190)
20189 HA30H No. of shops /& 4% B : 540 (508) No. of shops E4H%(E : 244 (219) |

CENTRAL CHINA Z
Self-operated E # Ji : 54 (56)
Licensed k&5 : 263 (243)

1,651 (1561

MAINLAND CHINA

DEIR No. of shops JE&# B : 317 (299)
=
KC
CANADA 3
NEX %)
20 .
THE UNITED STATES
E&H
4 @

FIRRIE 2 1, 725 (1,637)  wmaLAvsia

Worldwide total number of shops ks

3@ ‘ HON KONG s
2 PHILIPPINES
i ~ MACAU 5 BT
- . Cambodia s TS
*  Figures as at 31 March 2018 are shown in brackets i SEPY 50 (48) 1 0
HESR R R A 201843 A31H Z BT R ‘ 11 (10
** This network included Lukfook shops only 10
L84S R BIENEIE SINGAPORE AUS\TRALIA
EN0IR M
NUMBER OF SHOPS | 4% E T T
e 30 September 2018 31 March 2018 Change | 30 September 2017
Lufook Shops 7 HIZ A BoraEoHs0E i
Hongkong &% 50 48 45
Macau®fy 11 10 10
30 -2 29 -1
72 -2 67 +3
&5 -2 56 -2
157 -6 151 -
225 +19 211 +33
432 +23 415 +40
747 +54 699 +102
1,404 +96 1,325 +175
Subtoal NE 1881 1,561 +90 1476 4175
10 +1 10 +1
2 - 1 +1

- 1,725 1,631 +94 1,542 +183

‘Total X
_ 30 September 2018 31 March 2018 30 September 2017
3D-GOLD Shops & ZR 5 2018%9H308 201843 A318 201749 H30R

6 2 6 -2
5 -4 4 e

11 -6 10 -5

Remarks: During the period under review, the Group operated 5 3D-GOLD self-operated shops established by a joint venture (in which the Group held a 51%
equity interest). As at 30 June 2018, total number of 3D-GOLD points of sale operated by China Gold Silver Group Company Limited through self-
operating and franchising models was approximately 390.

REIESRA ARBUEE QR (AEEES1%EE) PR L EHEEEREE - N2018F6 7308  HESREBMAR D AIAR & RINBER
HFERAB0ECEZETTES -



IIOPERATIONAL HIGHLIGHTS
SERR

REVENUE AND PROFIT ANALYSIS (Hks MiLLION)

II REVENUE BY MARKET II REVENUE BY BUSINESS
B (A5 815) WA (A% RI5)

Hong Kong, Macau
& Overseas

& RFI RIS

Mainland
China
HEIRH

37.4%
(34.4%)

Retailing
TE
6,008
127.3%

Licensing

IRliES ]

381
140.2%
18.7% )
‘Whol i
(20.6%) ST
1,470
113.8%

II SEGMENT PROFIT BY MARKET II SEGMENT PROFIT BY BUSINESS
A EER (TS E5) DEER (AXKE D)

Hong Kong, Macau
& Overseas
it HPIREH

410
120.5%

Mainland
China
DEIR

o : 181 (28.4%)
(52.0%) 110.3% -

Remarks: Comparative figures for the six months ended 30 September 2017
(“1HFY2018”) are shown in brackets

Retailing
28

Licensing

IRl ESY

' Sales = Revenue - Licensing Income

SHE = WA - MR EBWA

2 Gross Profit = Consolidated Gross Profit — Gross Profit of Licensing Income
EF =HFEEMN - mEEBRAERN

B BE20179R00R LM A (12018 1 E ) 2 HBETR
E¥ B
RETAIL SALES PERFORMANCE | EIHERH

For the SI>< months ended 30 September

Remarks: Lukfook self-operated shops only (exclude Mainland China’s e-commerce business)
B ARANEELE (TEEREANE FEEER)

| WA Roa A5

AT (mEsT)

SALES' BY PRODUCT
HE' UERBD)

Gold & Platinum
ELRHE

46.9%
(44.4%)

3,506
131.5%

GROSS PROFIT? BY PRODUCT
ER (LEREID)

Gold & Platinum
EERHE

Gem-set

* Same store sales growth (“SSSG”) represented a comparison of sales of the same self-operated shop having full day operations in the comparable

periods and such data did not include sales of licensed shops and Mainland China’s e-commerce business.

REHEER ((REHEER])) AR—HAEENTLRPATEALENHERLS FREBRLTEERMERTENMEFHHER

HEH



I FINANCIAL HIGHLIGHTS
1§59 2

FINANCIAL PERFORMANCE | HIf5&IR

For the For the

six months ended six months ended

30 September 2018 30 September 2017

#E2018% BE201746
9A30H 9H30H Y-0-Y Change
HKSm BEB T IEREA EREA BES(L
Revenue A 7,859 6,283 +25.1%
Gross Profit & 7| 1,864 1,647 +13.1%
Operating Profit 4% & & 838 645 +29.8%
Profit for the Period Hi A5 7] 670 521 +28.5%
Profit Attributable to Equity Holders #5835 4 A FE {54 7 665 520 +27.9%
Basic Earnings per Share & & &7 & 7| HK$1.13# 5T HK$0.897%5 7T +27.0%
Interim Dividend per Share & % Hif% & HK$0.55/% 7T HK$0.35/ 7T +57.1%
Special Dividend per Share & %45 5l % & - HK$0.2078 7T N/A T~ A
Dividend Payout Ratio j& &t =& 48.5% 62.1% -13.6p.p.[HE D
Gross Margin 7 & 23.7% 26.2% -2.5p.p. 85 7D B
Operating Margin 4% 4 i 7 & 10.7% 10.3% +0.4p.p. B E &
Net Margin /% | & 8.5% 8.3% +0.2p.p. B D2
EBITDA Rt FI8 ~ BiTH - T & RE H A1 & 7 888 683 +29.9%
EBITDA Margin ARt 8 - $38 - 78 R s a1 & 5 = 11.3% 10.9% +0.4p.p.fEE 2

Total Operating Expenses to Revenue Ratio

FEE AR PN RS 15.3% 17.1% -1.8p.p.[HE 2
Effective Tax Rate B[t & 20.1% 17.4% +2.7p.0. BB D2

KEY FINANCIAL INDICATORS | F2F#5181F

30 September 31 March 30 September

2018 2018 2017
20185 20186 20175 Change
9A30H 3R31H 9A 308 1[4
Inventory & (HK$m) (AEAT) 8,839 7,992 +10.6% 7,284 +21.3%
Average Inventory Turnover Days' 1577 £ 1B B &' 261 257 +4 287 -26
Cash and Bank Balances B & R %11 &84 (HKS m) (B BB L) 1,640 2,098 -21.8% 1,404 +16.8%

Bank Borrowings & Gold Loans

BOETRESEE (HK$ m) (REBAT) 1,762 726 +142.7% 0 N/A P EF
Net (Borrowing)/Cash /% (§31) /5.4 (HKS m) (BBATL) (122) 1,372 -108.9% 1,404 -108.7%
Net Gearing Ratio? % (75 t 2 1.2% - N/A T - N/A T8
Debt-to-Equity Ratio® & Bk, &° 35.7% 213% +144pp.EEDEH 133% +224pp.EAE
Return on Equity (ROE)* f 1 25 [ 3 ¢ 13.4% 136%  -02ppfEBELE 1.3% +21ppBEENE
Return on Total Assets® 48 & 65 %5 9.9% 12%  -1.3ppfEELE 9.9% OppEEHE
Current Ratio j7i B L, & 3.3 54 =21 8.4 3}
Net Asset Value per Share B 3 & EE HK$16.947% T HK$17.178 T -1.3% HK$15.89% 7 +6.6%
CAPEX BARY HK$ m) (BE%T) 840 213 +294.4% 38 +2,110.5%

1 (Opening Inventory + Closing Inventory) = 2 <+ Cost of Inventories Sold x Number of Days for the Period
(HYFE + IRTFE) -2 - BEFERNAR x HABE

2 (Long-term Bank Loans + Short-term Bank Loans + Bank Overdrafts + Gold Loans — Cash and Bank Balances) + Capital and Reserves
Attributable to Equity Holders of the Company
(REBRITER + EHRITER+ ROTEX + B2EE — ReRBITER) -~ ARFAERFEABRGLEARLREE

3 (Long-term Liabilities + Short- term L|ab|||t|es) Capital and Reserves Attributable to Equity Holders of the Company

(RHBE + BEAE) - &R wBEFBARGERR#E
4 Annualized/Annual Profit Attnbu‘[able to Equ|ty Ho\ders of the Company = Capital and Reserves Attributable to Equity Holders of the Company
2FE(\/ 2EARFERFAARGGEN - AARERSE ARBLEERRER

5 Annua\ized/Annual Profit Attributable to Equity Ho\ders of the Company =+ (Long-term Assets + Short-term Assets)
2EL/ 2EARARIEREEABREREN - (RPEE + @HEE)

Interim Report 2018/19 hHi$R & 1



MANAGEMENT DISCUSSION AND ANALYSIS

S IB5Yam M DT

FINANCIAL PERFORMANCE

‘ Revenue
A

HK$7,859M B & i# 7T
+25.1%

Operating Profit
wEan

HK$838M B E & T
+29.8%

BERBBEARGER
HK$665M B & & T
+27.9%

Mainland China E-commerce Business
Performance
hEAHETFERRERSR )
Revenue Y2 A : +87.2% Y-0-Y Change & F &1t
Contribution to Mainland China Retail Revenue™:
HHRERHEERA

22.0% (1HFY2018 E - Bf 4 : 14.7%)

‘ Profit Attributable to Equity Holders

*  Sales of self-operated shops and e-commerce business

BEEREFHBEFHES

Results

Benefitting from the positive market sentiment and lower gold
price, Luk Fook Holdings (International) Limited (the “Company”)
and its subsidiaries (collectively referred to as the “Group”)
recorded revenue growth of 25.1% to HK$7,859,454,000
(2017: HK$6,283,454,000) for the six months ended 30
September 2018 (the “Period under review”). However, with the
decrease in overall gross margin by 2.5 p.p. to 23.7% (2017:
26.2%), gross profit only rose by 13.1% to HK$1,863,633,000
(2017: HK$1,647,260,000). On the other hand, although the
increase in sales led to an increase in total operating expenses
by 12.5%; because of a faster increase in revenue, its ratio
to revenue decreased by 1.8 p.p. to 15.3% (2017: 17.1%).
Therefore, operating profit improved substantially by 29.8% to
HK$837,982,000 (2017: HK$645,359,000); operating margin was
10.7% (2017: 10.3%), while net margin was 8.5% (2017: 8.3%).
Profit attributable to equity holders thus increased by 27.9% to
HK$665,423,000 (2017: HK$520,364,000) and basic earnings
per share increased by 27.0% to HK$1.13 (2017: HK$0.89).

MERB

Basic Earnings per Share
BREXET

HK$1.13 #&JT

+27.0%

Proposed Dividend per Share

RikSkERE

HK55 Cents il

Interim Dividend per Share: HK55 Cents
BRI S : 55810

Dividend Payout Ratio: 48.5%

KB L& - 48.5%

Overall Net Shop Addition

ERelmEs

Lukfook 7%ii& - +94

Mainland China # B A4t : +90

Hong Kong, Macau & Overseas &8 * BT R /E5) : +4

3D-GOLD € FE : -6
Mainland China & B Ayt : -6

E§
XERRTTERALSEHE ~BE
(BEER)BERAR([ARAR]REKBR
Al (A AEBE])EHE2018F9HA30H Lt
NE A HAR (B EH]) AR A IN251%%E
7,859,454,0007% 7T (20174 : 6,283,454,000
BIL) AT AR EBEEFNETR25ET
DEE23.7% (20174 :26.2% ) * A E F|{&
#9N113.1% %= 1,863,633,000/8 7T (20174 :
1,647,260,0008 ) c S — HHE BEHE
ERHSBEER B MNI2.5% B HBUEA
ENRERFR ERRALERI1.8@F
DEE153% (2017F :17.1% ) - Atk - £
B % R K I8 12 1129.8% £ 837,982,000/ T
(20174 : 645,359,000 L) & & m FI & A
10.7% (20174 : 10.3% ) * M F 7 X Bl 58.5%
(20174 :8.3% ) @ BFH AEEEF A
I+ F+27.9% £ 665,423,00058 7T (20174 :
520,364,000/ 7T) * i @R ERZF A = A
27.0%Z=1.13% 7t (20174 : 0.89/87T) °

2 Luk Fook Holdings (International) Limited 7<{8£E (B[R ) HRAE



MANAGEMENT DISCUSSION AND ANALYSIS

BRBHHRNR

Overview

During the Period under review, the Group added a net total of
94 new Lukfook shops worldwide, including a net addition of
2 self-operated shops in Hong Kong, 1 self-operated shop in
Macau, 90 shops in Mainland China (including a net addition of
96 licensed shops and a net reduction of 6 self-operated shops),
1 self-operated shop in Malaysia and 1 licensed shop in the
Philippines, as well as closure of 1 licensed shop in Korea. As at
30 September 2018, the Group had a global network of 1,725
Lukfook shops (2017: 1,542 shops), with business spanning
across Hong Kong, Macau, Mainland China, Singapore, Malaysia,
Cambodia, the Philippines, the United States, Canada and
Australia, and operated 5 3D-GOLD shops (2017: 10 shops) in
Mainland China.

y (L

REVENUE BY BUSINESS
WA (LA E D)

Retailing

= =

6,008
127.3%

Licensing
Y

381
140.2%

Wholesaling
#a
1,470
113.8%

18.7%

(20.6%) s

Remarks: Comparative figures for 1HFY2018 are shown in brackets

y (L

Wholesaling

e

REEIR AEERN 2 R0FER4M A
JEH BERE S FHRMBE S HNIRM
R B8 & T 7 R B M S 18 RR 90 5 4
(B e FiERocH ML FRlela g
JE) BRI IB R 8 &R MR JE R & 1
AR SRR L - WRAB1R 88 B S k8 )& - 742018
FOH30H AEER 2L E1,725/ R
4 (20174 1 1,642f) * B R B BT R EH
Mt FONE - HBRAE - RIBE - FRE X
CMERICEM - AR IE B A AL &5 ¢

ZEEH (20174 : 10f8) -

SEGMENT PROFIT BY BUSINESS
2 EEF (AEKE D)

Licensing

Rl

SR AN A2018 L BT FHRF

Interim Report 2018/19 FRHR &
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MANAGEMENT DISCUSSION AND ANALYSIS

S IB5Yam M DT

The retail business was the Group'’s primary source of revenue. Its
revenue increased by 27.3% year-on-year to HK$6,007,690,000
(2017: HK$4,719,610,000), accounting for 76.4% (2017: 75.1%)
of the Group’s total revenue. Because of decreased gross margin
of gold products in view of gold price drop, segment profit of the
retail business rose by 19.2% only to HK$396,399,000 (2017:
HK$332,435,000), accounting for 46.6% (2017: 46.9%) of the
total; and its segment profit margin was 6.6% (2017: 7.0%).

Attributable to the increase in the number of licensed shops,
the wholesale business revenue rose by 13.8% over the
corresponding period last year to HK$1,470,645,000 (2017:
HK$1,291,918,000), accounting for 18.7% (2017: 20.6%)
of the Group’s total revenue. However, with the decrease
in gross margin of gem-set jewellery products, its segment
profit decreased by 10.3% to HK$180,505,000 (2017:
HK$201,299,000), accounting for 21.2% (2017: 28.4%) of the
total. Its segment profit margin was 12.3% (2017: 15.6%).

Licensing income, which accounted for 4.9% (2017: 4.3%) of
the Group’s total revenue, increased substantially by 40.2% to
HK$381,119,000 (2017: HK$271,926,000) due to an increase
in the number of licensed shops as well. Its segment profit
margin improved to 71.7% (2017: 64.5%) because of high
fixed cost proportion in its cost structure. Its segment profit
substantially increased by 55.7% to HK$273,281,000 (2017:
HK$175,480,000), accounting for 32.2% (2017: 24.7%) of the
total.

TEEBABAREEBTER AR A
% FE 18 027 .3% % 6,007,690,0005% Jt (2017
F 1 4,719,610,000/8 7T ) 1 AN & B B U A B
76.4% (2017 :751%) - HRA S B THKS=E
SEMNEMNETH TEEBND BEF
A FF19.2%%E396,399,000/8 Jt (20174 :
332,435,000/ JT.) * 1h Lt A46.6% (20174 :
46.9% ) * E o &% Fl X £6.6% (20174 ¢
7.0%) °

HEEBRAZER REEEE AN 8k
FRH FFH3.8%%1,470,645,0007% 7T (2017
£ :1,201,918,000/8 7T ) * 1 AN B 4B U A B
18.7% (20174 : 20.6% ) - AT AN UK E &
HE MM EFI R T H o530 FR 410.3%
Z£180,505,000% 7T (20174 : 201,299,000
JC) L AE21.2% (20174 1 28.4% ) » E 45 &0
AR B12.3% (20174 1 15.6% ) °

MEEFWANADEEEE B0
A WE FFH40.2%%381,119,0005 7T (2017
F:271,926,0008 L) (A A S BB K AR
4.9% (20174 :4.3% ) c AR HE A& E+
ETE2AtEs EoBafERALNESR
71.7% (20174 : 64.5% ) » H 5 263 | Bl X
18 1% 1155.7% &= 273,281,0005 7T (20174 :
175,480,000 JT) ' 1 Lkt A32.2% (20174
24.7%) °

4 Luk Fook Holdings (International) Limited 7<{8£E (B[R ) HRAE



MANAGEMENT DISCUSSION AND ANALYSIS

S IB5Yam M DT

y (

SALES' BY PRODUCT
HE' CIEmES)

y [

Gold & Platinum

2R
53.1% 3,972
(55.6%) 118.8%

46.9%
(44.4%)

3,506
131.5%

" Sales = Revenue - Licensing Income
2Gross Profit = Consolidated Gross Profit — Gross Profit of Licensing Income

Remarks: Comparative figures for 1HFY2018 are shown in brackets

Lower gold price led to strong sales of gold products.
Sales of gold and platinum products increased by 18.8% to
HK$3,972,193,000 (2017: HK$3,344,300,000), accounting
for 53.1% (2017: 55.6%) of the overall sales (Group revenue
excluding licensing income). Gross margin, due to the drop in gold
price, decreased by 2.8 p.p. to 13.3% (2017: 16.1%). Gross profit
of gold and platinum products therefore decreased by 2.4% to
HK$526,511,000 (2017: HK$539,724,000), accounting for 33.2%
(2017: 36.8%) of the overall gross profit (consolidated gross profit
of the Group excluding gross profit of licensing income). On the
other hand, sales of gem-set jewellery products rose by 31.5%
to HK$3,506,142,000 (2017: HK$2,667,229,000), accounting
for 46.9% (2017: 44.4%) of the overall sales. Gross margin of
gem-set jewellery products decreased by 4.6 p.p. to 30.2%
(2017: 34.8%) because of the drop in gross margin of wholesale
business. Its gross profit therefore only increased by 14.2% to
HK$1,058,505,000 (2017: HK$927,053,000), accounting for
66.8% (2017: 63.2%) of the overall gross profit.

GROSS PROFIT2 BY PRODUCT
EM? (AERES)

Gold & Platinum

33.2% ESRMS
(36.8%) 527
12.4%

VHHE = WA - REETIRA
2EM = FAEN - RIEEBERAERN

SR AN A2018 L B F S T

SEMESESERBEBEEH ERMSE
o 2 S EEE FFH18.8%%3,972,193,00058 7T
(20174 : 3,344,300,000/8 7T ) " 1H L4 &
B(XREBERAKREREEBKRA)KS31%
(20174 :55.6% ) - EFEKAIASETHM ~
P2 8H DB E13.3% (2017 :16.1% ) ' &
N E M EFE I T #2.4%%526,511,000
7 7T (20174 : 539,724,000/ 7T ) (R EEEE
F (REEFRE ENREAREEBBAEFR) B
33.2% (20174 :36.8% ) S — HE HKEH
7 EE B $H & 58 _E FH31.5% £3,506,142,000/%8
7 (20174 : 2,667,229,000/8 7T ) * (G EEHHE
FEH146.9% (20175 1 44.4% ) - TR B & i E &
WEMEAERZHXBENETHM T B4.6
& 5 B 2£30.2% (20174 : 34.8% ) o H E 7|
It R EFH14.2%%E1,058,505,0005% 7T (2017
F : 927,053,000/ 7T ) * 1 ¥ 88 E 1 £966.8%
(20174F :63.2% ) °

Interim Report 2018/19 FhEA%R & 5



MANAGEMENT DISCUSSION AND ANALYSIS

S IB5Yam M DT

During the Period under review, the overall same store sales
growth* (“SSSG”) of the Group further improved to +17.7% (2017:
+11.2%). SSSG for the Hong Kong and Macau market and that
for the Mainland China market were +21.4% (2017: +10.5%) and
+0.7% (2017: +16.7%) respectively. SSSG for gold and platinum
products was +22.3% (2017: +10.3%) and that for gem-set
jewellery products was +11.3% (2017: +12.6%).

The Group has been striving to diversify its product mix to
offer customers more choices. Since 2010, the Group has
been engaging in the mid- to high-end watch business. As at
30 September 2018, the Group was the authorised dealer of
15 watch brands, including BALMAIN, BULOVA, CERTINA,
COINWATCH, DOXA, ENICAR, HAMILTON, LONGINES, MIDO,
OMEGA, RADO, ROMAGO SWISS, TISSOT, VICTORINOX SWISS
ARMY and BIJOUMONTRE. For the Period under review, the
watch business contributed revenue of HK$79,430,000 (2017:
HK$85,589,000), accounting for 1.0% (2017: 1.4%) of the
Group'’s total revenue with 7.2% decrease when compared with
the same period last year.

Same store sales growth (“SSSG”) represented a comparison of sales of
the same self-operated shop having full day operations in the comparable
periods and such data did not include sales of licensed shops, and
Mainland China’s e-commerce business.

REBESA AEEEEREHEEE ([
JEHHEER|)E—FHEE+17.7% (2017
F411.2%) - BB LBEPITIH AR FBE AL
MHNEIEHEERD B A+21.4% (20174
+10.5% ) 52 +0.7% (20175 : +16.7% ) - & &
Mine E MR RIEHEE ISR A+22.3% (2017
F:41083%) HKREEMERNAE+11.3%
(20174 : +12.6% ) °

AEB-—EHEHENEREZTLLER BEERR
HEZEIEZE - B2010F R AEBEHETS
IR 2T M2018F9A30H A& E A15
FEFRENRELHE fEeREEs.
ERE FEHM BEXAFT BE EMKE
KBE - RE -XE -BOKM - BE -HLEK
KRB mTHERREBGKR -ROERRN.
R E B EE R WA A79,430,0005 7T (2017
F : 85,589,000/ 7T ) 1l A & B 42 UK A1.0%
(20174 :1.4% ) » MAFRHALE TE7.2% ©

* REHEER ((REHEER)) RAR—MBEEE
ALE AT A2 BN SRS ARBIRY
TERERSERTEALEFHENHER.

6 Luk Fook Holdings (International) Limited 751855 (EFR) R AT



MANAGEMENT DISCUSSION AND ANALYSIS
SIR[B5Vam N DT

BUSINESS REVIEW E £ 4G ]
II REVENUE BY MARKET II SEGMENT PROFIT BY MARKET
WA (Uhi5E5) 2EEF (AHEE5)
Hong Kong, Macau Hong Kong, Macau
& Overseas & Overseas
&8 - RPRgH 48.2% =B ARG
0 4,918 = 410
(gg:g.,f:) 119.3% (48.0%) 120.5%

Mainland
China
IR i

Mainland
China
L Ay it

37.4%
(34.4%)

51.8%
(52.0%)

Remarks: Comparative figures for 1HFY2018 are shown in brackets RN A2018 B FE T

Segment Profit Margin Y-0-Y Change
2 i 7 REB(

Hong Kong, Macau and Overseas 8.3% 0.0 p.p.

BB RFIREIN ‘ (=R

Mainland China -2.1 p.p.
15.09

B it " HE 8

Overall -0.5 p.p.-
10.89

um § EESK

Interim Report 2018/19 FRHR &



MANAGEMENT DISCUSSION AND ANALYSIS

SIR[B5Vam N DT

HONG KONG, MACAU AND OVERSEAS

y (

8 - mPIRES

Revenue Segment Profit
A R il
Retailing Retailing
Z2E 25 81.8%
4,854 335 (76.1%)
127.9% 129.5%
i i 0.3%
Licensing
RIS (-%) 98.7% 41%
17 | 1.0% (92.1%) (%)
(7.9%)
Wholesaling Licer]sjng
il MRS Wholesaling
47 17 #a
185.4% 58
129.1%

Remarks: Comparative figures for 1HFY2018 are shown in brackets

Hong Kong Macau and Overseas
57 RPI g

Retailing

ey 6.9%
Wholesaling 5
Bt e
e Adjusted Wholesaling'
L 4.8%
SRR °
Licensing
: 101.9%
CES )
Overall
8.3%
-1 ] °

" Adjusted Wholesaling Segment Profit Margin = Segment Profit of Wholesale

8

Business + (Revenue of Wholesale Business to External Parties + Inter-segment

Wholesale Revenue of HK$1.158B)

RSN A2018 L B FH T

Y-0-Y Change
RER

+0.1 p.p.
(EERR
+96.5 p.p.
(ENERR
+1.0 p.p.
EER
N/A
i A

0.0 p.p.
LE=R2 2

USRS BRI R =B IEF
EBWA + DR LR IR A 1158187 TT)
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MANAGEMENT DISCUSSION AND ANALYSIS

S IB5Yam M DT

Hong Kong, Macau and Overseas

Hong Kong

The Hong Kong market was the key source of revenue for the
Group. Visitors from Mainland China had been the major driver
for the retail business growth in Hong Kong in the past. Given
the continually improving retail sentiment and increasing visitor
arrivals during the Period under review, consumption expenditure
per capita rose with the improved macroeconomic conditions
and spending power. According to the statistics on visitor
arrivals to Hong Kong published by the Hong Kong Tourism
Board in October 2018, visitor arrivals from Mainland China from
January to September 2018 rose by 12.7% vyear-on-year to
approximately 36.63 million. In respect of tourist spending, the
value of sales of jewellery, watches and clocks, and valuable gifts
from January to September 2018 totalled approximately HK$64.3
billion, representing an increase of around 20.1% year-on-year,
according to the figures released by the Census and Statistics
Department of Hong Kong. Coupled with successful product
strategy, the Group’s retail revenue in the Hong Kong market
substantially increased by 31.2% to HK$3,757,424,000 (2017:
HK$2,863,629,000). As at 30 September 2018, the number of
self-operated shops of the Group in Hong Kong increased to 50
shops (2017: 45 shops).

Macau

According to the tourism statistics published by the Statistics
and Census Service of the Macau Special Administrative Region,
visitor arrivals to Macau from January to September 2018
increased by 8.3% over last year, and GDP of Macau for the first
half of 2018 also increased by 7.6% over last year. Total spending
(excluding gaming expenses) of visitors to Macau in the second
quarter of 2018 grew by 20.0% year-on-year to MOP16.50 billion.
Therefore, the Group’s revenue generated from the Macau market
increased by 19.9% to HK$948,105,000 (2017: HK$790,794,000)
during the Period under review. As at 30 September 2018, the
number of self-operated shops of the Group in Macau increased
to 11 (2017: 10 shops).

& -RPMRBEIH

i

EBTEANEENTEW AR R
REEBRE—BEAESTEERERENESH
B -BBEBANTERSBFENRE AREER
RiF AVHE TR ZE LB ATEE B
WEMA A - BRIEF B REEREBH2018
FIORA A Z i B IR B ST BUIREE R~ - 2018
F1AZIA M B+ B NIk E 4 53,6635
A REILIBIN2.7% - IRESHE S E - BEA
BRGAtREREURTEH ERLAEE
Y EBER2018F1A 298 i M @&
# BG4S TT - IR FI L IB IN4920.1% © hi EAK
WERKE AEBEEMENTERAK
18 1% 1131.2% £ 3,757,424,0005% 7T (20174F :
2,863,629,000/8 7T ) ° A20184F9H30H * "%
B EBLEN/EHIZNES0R A &5 (2017
T 45R8) o

b N
RERPVFRTTHERFATEES BRESR
28T 201891 B £9 A HI B R R B8k
EF EF8.3% 2018 F Ry At A& E4AE TN
BEFILNNT.6% M2018FE F2E R IR E 42
HE (TEEEY) A165.08 891 - i 412
5n20.0% - R EIFAHAA - AL RE RIS
1 A AL 38 H019.9% 22 948,105,000 7T (2017
£ : 790,794,000/ 7T ) ° H20185F9H30H * &
SEERPMMBEEEHB G =11 (20175
10f) «
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MANAGEMENT DISCUSSION AND ANALYSIS

S IB5Yam M DT

Overseas

Adhering to its motto “Brand of Hong Kong, Sparkling the World”,
the Group has been seeking new opportunities around the
world in recent years. During the Period under review, the Group
added 1 self-operated shop in Malaysia and 1 licensed shop in
the Philippines, and closed 1 licensed shop in Korea. As at 30
September 2018, the Group operated a total of 13 overseas
shops (2017: 11 shops), including self-operated shops of 1 in
Singapore, 3 in Malaysia, 4 in the United States, 2 in Canada and
1 in Australia, as well as 1 licensed shop in both Cambodia and
the Philippines.

During the Period under review, retail revenue from the Hong
Kong, Macau and overseas markets increased by 27.9% to
HK$4,853,922,000 (2017: HK$3,795,063,000), accounting
for 61.8% (2017: 60.4%) of the Group’s total revenue. lts
segment profit rose by 29.5% to HK$335,443,000 (2017:
HK$259,019,000), which accounted for 39.5% (2017: 36.5%)
of the total. Its segment profit margin was 6.9% (2017: 6.8%).
As scrap gold received from customers no longer adopted the
mode of sales but used the mode of processing into raw materials
instead, its wholesale business revenue substantially decreased
by 85.4% to HK$47,563,000 (2017: HK$326,865,000),
accounting for 0.6% (2017: 5.2%) of the Group’s total revenue.
Together with the gross margin decline of gem-set jewellery
products in wholesale business due to changes in product mix
and pricing strategy, its segment profit decreased by 29.1% to
HK$57,727,000 (2017: HK$81,412,000), accounting for 6.8%
(2017: 11.5%) of the total. On the other hand, its segment
profit margin, because of significantly increased centralised
purchases, increased to 121.4% (2017: 24.9%). As the segment
profit of wholesale business included the profit of inter-segment
sales to self-operated shops, if including inter-segment sales in
the denominator, the segment profit margin would stand at a
much more stable level of 4.8% (2017: 5.8%). Apart from that,
benefitting from the new designated supplier consultancy services
revenue started in the second half of last financial year, Hong
Kong licensing business income was HK$16,691,000, accounting
for 0.2% of the Group’s total revenue. Because of other incomes
recorded, its segment profit was higher than revenue, reaching
HK$17,005,000, accounting for 2.0% of the total, and resulting in
its segment profit margin of 101.9%.

)

FREZ[BBRIEBREZI MRS 4AKH
TR RS TSRS - KRB -
AEBMPERAGERIFAE L EMPIER
FIEREMAEE WA ERRE Mg E -
20189 A30H ' AN E 42 H & E 13 g INE
& (20174 - 11[) - BIE 1B AL A 1 I3 - 3fF
R BT 4R RER 2B R INEK -
1RIRLFSEMN Y B 2 JE - A R 1 AL A SR 48 28 A1
JFREMMEE -

REBEHREAN &5 BEAREITENSTE
W A _EF27.9%%4,853,922,0007% 7T (2017
£F 1 3,795,063,00078 7T ) 1 £ B E & A
#161.8% (20174 : 60.4% ) - H o & 7l &
335,443,000 7T (20174 : 259,019,000%
JL) + £ F29.5% + 1k FE A8 #939.5% (20174 :
36.5% ) " B 5 2% M X £6.9% (20174 -
6.8%) c Bt B EBH R AR AR E FEE
THUEEEAELmMAANT ARM M
K08 T #85.4%ZE 47,563,000 7T (20174
326,865,000/ 7T ) -+ h & B 88 YA KJ0.6%
(20175 :5.2% ) » AN L TR & #f &= 5 A L 3%
TR EARERAE R EERBWRE N T
H 55 365 T A itk T f£29.1% 257,727,000 7T
(20174 : 81,412,000/ 7T ) * 1h £ 52 196.8%
(20175 1 11.5% ) - B4 o Em A XK A H
AR EREE R IRIE N A E121.4% (20174F ¢
24.9%) HAMBEEBN ST RFBEEDE
MEEEEZENFIE WMo 5 A D SR
S PEbafEg 2 EETER4.8% (20174F
5.8%) o BRItLASN ZENEF N ETFRHLE
RFTIZIE EMIER BN RBWA - B MEE
U £16,691,000/8 7T + 1 & B 2 BB I A B
0.2% ' ARERSEAUA - B 5 3055 F = R UK
A+ #17,005,0008 7T - (LB EEM2.0%  F15H
7 58 M ZEE101.9% ©
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MANAGEMENT DISCUSSION AND ANALYSIS

BRBNHR R

Overall speaking, revenue from the Hong Kong, Macau and
overseas markets increased by 19.3% to HK$4,918,176,000
(2017: HK$4,121,928,000) during the Period under review,
accounting for 62.6% (2017: 65.6%) of the Group’s total revenue.
Its segment profit increased by 20.5% to HK$410,175,000 (2017:
HK$340,431,000), accounting for 48.2% (2017: 48.0%) of the
total, while its segment profit margin was maintained at a stable
level of 8.3% (2017: 8.3%).

The SSSG for gold and platinum products in the Hong Kong,
Macau and overseas markets was +27.8% (2017: +8.4%), while
that for gem-set jewellery products was +10.7% (2017: +13.8%).

wEmE RNEBEHAFE B RGN
M5 U A £ F19.3%%24,918,176,00078 7T
(20174F : 4,121,928,000/8 7T ) - {h 7~ &£ @ &
B2 UL A62.6% (20174 :65.6% ) ' H 5 %
A F+20.5% % 410,175,000 JT (20174 :
340,431,000 7T )  1h Z 48 #948.2% (2017
F:48.0% ) * H 5 2% 7 K B+ F 748.3%
(20174 :8.3% ) HI/KF -

BB RS SESRASERZRE
HERER 54+27.8% (20175 : +8.4% ) " K&
A @A A+10.7% (20174 : +13.8% ) °

II MAINLAND CHINA
Bl O

Revenue
'ON

Retailing
Z2E

1,154
124.8%

Retailing
Ea

Licensing
R TS
364

134.0%

Wholesaling

48.4% RS

(44.6%)

Remarks: Comparative figures for 1HFY2018 are shown in brackets

Licensing

Segment Profit
2 &R aF

Wholesaling
#Ex

it A R2018 L BT F BT
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MANAGEMENT DISCUSSION AND ANALYSIS
SIR[B5Vam N DT

Segment
Mainland China
T B A3t

Retailing -2.6 p.p.

5.3%
e ’ GERREY
Wholesaling -3.8 p.p.

8.6%
iR ’ AE5 2
Adjusted Wholesaling' 6.8% -3.4 p.p.
LRk 2 =0 EERE
Licensing +5.8 p.p.

" 70.3%
S ES ’ fAE 5 8
Overall -2.1 p.p.

15.0%
=i ’ BEES R

' Adjusted Wholesaling Segment Profit Margin = Segment Profit of Wholesale 1 4&38 &8 #t 235 Z0H K R = 3 E K 2 D Eha F — (LMt
Business <+ (Revenue of Wholesale Business to External Parties + Inter-segment BB FEUR A+ > 2B R HE B U A3 8418 58 T)

Wholesale Revenue of HK$384M)
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MANAGEMENT DISCUSSION AND ANALYSIS

S IB5Yam M DT

Mainland China

During the Period under review, because of the high increase
in the number of self-operated shops in the second and third
quarters in last financial year, retail revenue from the Mainland
China market grew by 24.8% to HK$1,153,768,000 (2017:
HK$924,547,000), accounting for 14.7% (2017: 14.7%) of the
Group’s total revenue. Its segment profit however decreased by
17.0% to HK$60,956,000 (2017: HK$73,416,000), accounting
for 7.2% (2017: 10.4%) of the total because of decrease in gross
margin due to gold price drop. lts segment profit margin was
5.83% (2017: 7.9%). The SSSG for gold and platinum products in
Mainland China was -4.8% (2017: +22.7%) and that for gem-set
jewellery products was +14.1% (2017: +3.6%).

Due to the increase in the number of new licensed shops,
revenue of the wholesale business in the Mainland China market
rose substantially by 47.5% to HK$1,423,082,000 (2017:
HK$965,053,000), which accounted for 18.1% (2017: 15.4%) of
the Group’s total revenue, while its segment profit increased by
2.4% only to HK$122,778,000 (2017: HK$119,887,000) because
of the decline in gross margin of gem-set jewellery products
in view of the changes in product mix and pricing strategy,
accounting for 14.4% (2017: 16.9%) of the total. lts segment
profit margin was 8.6% (2017: 12.4%). As the segment profit
of wholesale business included the profit of inter-segment sales
to self-operated shops, if including inter-segment sales in the
denominator, the segment profit margin of wholesale business
would be 6.8% (2017: 10.2%).

Licensing income increased substantially by 34.0% to
HK$364,428,000 (2017: HK$271,926,000) due to the increase in
the number of new licensed shops as well, accounting for 4.6%
(2017: 4.3%) of the Group’s total revenue. Its segment profit rose
by 46.0% to HK$256,276,000 (2017: HK$175,480,000), which
accounted for 30.2% (2017: 24.7%) of the total. Its segment profit
margin increased to 70.3% (2017: 64.5%) because of higher fixed
cost proportion in its cost structure.

A E A it

REESA AREAHENTERAR L
— U FERE_R=ZFTEELEHE ENR
% Mk F24.8%%1,153,768,0007% 7T (2017
F :924,547,000/ 7T ) (h S B BB A D
14.7% (2017 1 14.7% ) AT AR EE T
FSIBEMETE HoHaF FEK17.0%=
60,956,000 7T (20174F : 73,416,000/ 7T ) -

IHERBERT7.2% (20174F : 10.4% ) » H 5 E2B% 7
R AE53% (20175F:7.9%) - RE AN E S M
NeERZRAEHEEEE B-4.8% (20176 :
+22.7%) HKEEMEMA+14.1% (2017
F:436%) °

PR 378 §h B R 2L B 1400 - R B At T 45 L B
¥R A KR EFH47.5%%F1,423,082,000/%
7T (20174F : 965,053,000/ 7T ) * 1k & B 2= 52
A HI18.1% (20175 1 15.4% ) " ERE B &
EmENEREERES RIEE RS MR
LS H S EHEFE £ F2.4%E 122,778,000
77T (20174 : 119,887,000 7T) » 1h & 1Y
14.4% (2017 :16.9% ) " E DI HEF X A&
8.6% (20174 :12.4% ) - ML B E K H
HafessBEEEEa&ENFE Wy
B ADEEEE MBEEESILEFEREE
6.8% (20174 : 10.2% ) °

oo hE FES 2 WA IR R T IS AR S BB S
K8 _E FF34.0% %5 364,428,0005% 7T (20174F :
271,926,000/ 70 ) * 15 & B B 52 UL A #94.6%
(20174 1 4.3% ) » E 5 &’ 7 £256,276,000
7 7T (20174F 1 175,480,000/8 7T ) * FHIE A
46.0% 1 EEEEH30.2% (20176 1 24.7% ) * A
HABZKBTETERESZ HoeafEHA
i EFZE70.3% (20174 : 64.5% ) °
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MANAGEMENT DISCUSSION AND ANALYSIS

S IB5Yam M DT

As at 30 September 2018, the Group had a total of 1,651 shops
(2017: 1,476 shops) under the “Lukfook” brand name in Mainland
China, including 151 self-operated shops (2017: 151 shops) and
1,500 licensed shops (2017: 1,325 shops). During the Period
under review, the Group reported a net increase of 96 Lukfook
licensed shops (2017: 29 shops) and net reduction of 6 self-
operated shops (2017: net addition of 18 shops) in Mainland
China. Moreover, the Group operated 5 3D-GOLD self-operated
shops (2017: 10 shops) in Mainland China.

During the Period under review, the overall same store sales of

Lukfook licensed shops in Mainland China recorded a single-

digit growth. That for gold products and gem-set jewellery

products recorded a single-digit growth and a double-digit growth
Revenue

respectively.
A

+87.2% Y-0-Y Change E £t

Contribution to Mainland China Retail Revenue*
EPEABTERA
22.0% (1HFY2018 ¥4 : 14.7%)

Contribution to Group’s Retail Revenue*

HREZEBRA
4.2% (1HFY2018 L3814 : 2.9%)

* Sales of self-operated shops and e-commence business

BEERETHABEGHESE

14

S

M20185F9H30H A& EEH B AH A [
18] AR R R A A BE 651/ (20174
1,476f) © BIF151M B &5 (20174 1 151/8)
21,5000 G4 b8 JE (20174 : 1,325/ ) = 7 [0 §E
B AEB B AR R T 96 /N Em
h& 5 (20174 : 20/) + B & 5 208 AF I 26
[ (20174  JFIEAN18R) - BN REBIEF
Bl A i 5 =8 8 &5 (20179 : 10
F'Eﬁ) °©

A0 BE EA A - o B8 7R 3 o bR S R B () 8 S 8
BEUBFHABE - ETESER ULKES
HEMDBSFSEMNE T MNEMHFTIE-

1HFY2019 MAINLAND CHINA
E-COMMERCE BUSINESS PERFORMANCE
2019 L ¥ M EFEHEAMEE FHBEBRR

Average Selling Price

FEHER

(value-added tax (VAT) included £ & & {E %)
RMB1,200 A E#(+14.3% Y-0-Y Change 1%
E1Y)

FY2019 Revenue Growth Target
2019/ F I AR R B IR
30%

77.9%
(77.5%)
Sales by product
SHEUERSD
Gold & Platinum
HERES
M Gem-set

22.1% BRH

(22.5%)

Remarks: Comparative figures for 1HFY2018 are shown in brackets

1 ERAA2018 LB FHT
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MANAGEMENT DISCUSSION AND ANALYSIS

S IB5Yam M DT

In light of the rapid development of e-commerce, revenue of
e-commerce business from Mainland China increased by 87.2%
to HK$254,191,000 (2017: HK$135,752,000) during the Period
under review, accounting for 22.0% (2017: 14.7%) of the retalil
revenue in Mainland China. Sales of gold and platinum products
accounted for 77.9% (2017: 77.5%) of its sales mix while sales of
gem-set jewellery products accounted for 22.1% (2017: 22.5%)).

Overall speaking, during the Period under review, revenue
from the Mainland China market increased by 36.1% to
HK$2,941,278,000 (2017: HK$2,161,526,000), accounting
for 37.4% (2017: 34.4%) of the Group’s total revenue. lIts
segment profit increased by 19.3% to HK$440,010,000 (2017:
HK$368,783,000), accounting for 51.8% (2017: 52.0%) of the
total; and its segment profit margin was 15.0% (2017: 17.1%).

HREFEBENERAR FEAME
BEEB 2 BRARBBESHENRN EA87.2%%
254,191,000/ 7T (20174 : 135,752,000/
J0) R BN T E WA R22.0% (20174 ¢
14.7%) - B RINSEMMEEEE B77.9%
(20175 1 77.5% ) - T Bk B & &0 A5 t£22.1%
(20174 :22.5% ) »

BEME  REBEEA  2REP A TISHUK
A F+36.1%%E2,941,278,000/%5 JT (20174 :
2,161,526,000/8 7T ) 1§ A & B 4B Y A37.4%
(20174 : 34.4% ) » H 2> 2B ) Bl] £ F7419.3%
%440,010,0005 7T (20174F : 368,783,000/%
TT)  (EEEEEH51.8% (20174 :52.0% ) " HH
B A% B15.0% (2017F :17.1%) ©
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MANAGEMENT DISCUSSION AND ANALYSIS
SIR[B5Vam N DT

Financial Impact in relation to Investments and REEESRER'REMBATMNKRER
Operating Activities in HKRH* & Its Subsidiaries BEEEBDCHMBEE

Profit /(Loss)
&R, (EE)

HK$M 1HFY2019 1HFY2018
BEBTT 2019 LM FE| 2018 L B4
50% Share of Profit/(Loss) of Associate
Bt & R EIS0% & F] (E518) 'Rk
Valuation Gain/(Loss) on Convertible Bond

AMEESHESR S (BE)

Wholesale Gross Profit

#EER

Interest Income on Working Capital Loan

MEE S H R BWA

Interest on Convertible Bond

AR ESF R

Total
-1 ]

(24) 17

(17) 17

The loss on investments and operating activities in HKRH and its R &EBERIZR L EWB AR E L EEE
subsidiaries substantially improved to breakeven (2017: loss of  EhH) &5 18 7 [ BE B A K 8 o 2 A Bl 2 F 11

approximately HK$17,000,000) during the Period under review. (20174 : #917,000,00078 TTET 18 ) °

# HKRH represents Hong Kong Resources Holdings Company Limited (Stock # BB IR E B E BRI B R A A (-7 1
Code: 2882) which conducts jewellery retail and franchise businesses under 85 0882)  RBE BT Jb i B AT Y [ S
the brand name of "3D-GOLD” in Hong Kong, Macau and Mainland China. B DN BT E RIS AR AL o
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MANAGEMENT DISCUSSION AND ANALYSIS

SIR[B5Vam N DT

FINANCIAL REVIEW

Liquidity and Financial Resources

As at 30 September 2018, the Group’s cash and bank balances
amounted to approximately HK$1,640,000,000 (31 March
2018: approximately HK$2,098,000,000). The Group’s net
gearing ratio at the period-end was 1.2% (831 March 2018:
0%), which was calculated by using the ratio of total bank
borrowings and gold loans of approximately HK$1,762,000,000
(31 March 2018: approximately HK$726,000,000) less cash
and bank balances against total shareholders’ equity of
approximately HK$9,899,000,000 (31 March 2018: approximately
HK$10,035,000,000). Net borrowing was approximately
HK$122,000,000 (31 March 2018: net cash of approximately
HK$1,372,000,000). The debt-to-equity ratio was 35.7%
(31 March 2018: 21.3%), being the ratio of total liabilities of
approximately HK$3,538,000,000 (31 March 2018: approximately
HK$2,135,000,000) against total shareholders’ equity of
approximately HK$9,899,000,000 (31 March 2018: approximately
HK$10,035,000,000). The Group’s income and expenditure
streams are mainly denominated in Hong Kong dollars.

y (

Inventory

i g 4]

RDEERMERR

R2018F9A30H  AEE MR & KIR1T 484
#9 /A1,640,000,0007% 7T (20183 A31H : 49
2,098,000,0007% 7T ) ° A2 B 7 AR K F (B 15
Lt & £1.2% (2018F3A31H : 0% ) » It Jh3%
RITER R E S B EHLTEH1,762,000,000%8
7T (201843 A31H : 49726,000,000/ JT.) °
WMEBR S RIBRITESRE HERREEZE
%E #79,899,000,0007% Jt (201843 H31H :
#710,035,000,000/8 7T ) Z L il 51 & )%féfm
%3 /122,000,0007% 7T (201843 H31H :

I 4 #91,372,000,0008 7T) © B EHER ttf
535.7% (20183 H31H :121.3% ) » It Jh#%
48 B & 493,538,000,0003% 7T (201843 A 31
B : #92,135,000,00058 7T ) 18 % A% 3R 4 75 42
A 499,899,000,000/%8 7T (201843 A31H : 49
10,035,000,000 7T ) Z L BIET & - AREE 2 UL
SHEBEEBABILAE-

'

INVENTORY TURNOVER DAYS BY PRODUCT
ERERY UAERESD)

1HFY2019 1HFY2018 FY2018
2019 L4 | 2018 L H- B F 201881 &

Gold =&
Gem-set TR E

Overall 28

As at 30 September 2018, the Group’s inventory increased by
10.6% to approximately HK$8,839,000,000 (31 March 2018:
approximately HK$7,992,000,000) due to the growth in the
number of shops. The average inventory turnover days were 261
days (2017: 287 days) with the average inventory turnover days of
gold products being 157 days (2017: 177 days) and that of gem-
set jewellery products being 400 days (2017: 454 days).

177 156
454 405
287 257

M2018F9A30H A EEMF & A JE 4 8
B 1 & i 3 1110.6% £ 498,839,000,000/% 7T
(201843 A31H : #97,992,000,000% 7T ) °
i EHFEFEH L A261H (20174 : 287
A) EhE¢ERZFHEFERAERAKA157
B (20175 :1778) ‘%S EHER 2T EF
# HE A R4008 (20174 1 4548 ) ©
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MANAGEMENT DISCUSSION AND ANALYSIS

S IB5Yam M DT

Capital Expenditure

During the Period under review, the Group’s capital expenditures
amounted to approximately HK$840,000,000 (2017:
approximately HK$38,000,000), including the costs of properties,
leasehold lands, land use rights, leasehold improvements,
furniture, fixtures and equipment.

Capital Commitments

As at 30 September 2018, the Group’s total capital commitments
amounted to approximately HK$72,000,000 (31 March 2018:
approximately HK$489,000,000).

Contingent Liabilities

As at 30 September 2018, the Group had outstanding financial
guarantees amounting to approximately HK$1,075,000,000 (31
March 2018: approximately HK$899,000,000) issued in favour
of several banks in respect of banking facilities granted to an
associate.

Human Capital Policy

As at 30 September 2018, the number of employees of the Group
was approximately 7,800 (31 March 2018: approximately 7,500).
The management reviews and examines the remuneration policies
on a regular basis to ensure that fair rewards and compensation
are provided to our employees. Remuneration packages are
determined with reference to comparable market rates while
bonuses and other rewards are linked to the performances of
the Group and the employees. This policy aims to motivate
employees with monetary incentives to work together to enhance
the Group’s business performance.

BFAxX

REBEHAN AKEELEEARIOR
840,000,000 7T (20174F : 738,000,000/
L) BEpE - HEL TwERE EE
MERE  RH - KERRERA

BERIE

M2018F9H30H - AEE M E AAE R
# /72,000,000 7t (201843 HA31H : 4
489,000,000 7T) °

KRAR

R2018F9A30H A EMEMRITHEAS
B —RELE AR TRTME 2 KEEME
&R 58 4 /1,075,000,0005% 7T (201843 A 31
B : #7899,000,0005 7T ) °

ANBEFEBE

R2018F9H30R AKBEWE T ABOR
7,800 A (201853 A31H : £97,500A) « B 12
BT Mt MEZFBECR - RSB TR
DR e 8 - Fr BN B 08 E BRI
BKFRET MR EMIEE R EAER
LEERFEB - WHREEANSEREE R
BEIHHEREAAEEXRBRRNER-

18 Luk Fook Holdings (International) Limited 751855 (EFR) R AT



MANAGEMENT DISCUSSION AND ANALYSIS

S IB5Yam M DT

BRANDING

In order to align with the branding theme of “Love is Beauty”, the
Group has been building a welcoming and warm-hearted brand
image, and strengthening customers’ emotional attachment to the
brand through outstanding marketing campaigns and excellent
customer service programmes. Targeting the mid- to high-end
markets in Mainland China, Hong Kong, Macau and overseas,
the Group has adopted comprehensive marketing strategies, and
launched diversified product offerings with exquisite designs to
seize the business opportunities in the middle-class, wedding and
kids markets.

The Group capitalized on different promotional channels, such
as public relations activities, advertising and various kinds of
sponsorships, to further enhance its brand awareness. The
Group also captured the rapid growth of online marketing by
placing advertisements on major social media platforms and
search engines. Moreover, the Group was again appointed as
the official partner for Tencent's famous online mobile game
“King Pro League” Spring Season Champion Ring, with a view to
increasing brand exposure. As for the anniversary promotions this
year, the Group launched the “Share Love and Fun” Challenge
on the popular short-form video platform Douyin and cooperated
with KOLs, so as to raise Lukfook’s brand awareness among
young consumers. The event recorded a total of over 2 billion
views. The Group also launched joint promotions with sports and
travel related brands to reach out to the middle-class customers.
Furthermore, the Group participated in wedding expos and a
series of promotional activities to seize the business opportunities
in the wedding market.

The Group’s tireless efforts in brand building have been
recognised with numerous awards from the industry and
market for its outstanding achievements in branding, corporate
management, customer service, community welfare and
environmental protection.
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OUTLOOK

RODUCT FOCUS

HARER

Product Offering Enrichment
LEEmAES

1

Productivity

Enhancement

REEED

During the Period under review, visitor arrivals in Hong Kong
and Macau increased under the improved overall economic
environment. However, the market sentiment was adversely
impacted by the recent US-China trade war as well as the
depreciation of Renminbi. The SSSG in the Hong Kong and
Macau markets of the Group started to see a decline since the
second half of October 2018 and recorded a single-digit drop
for the period from October to first 3 weeks of November 2018,
while that for Mainland China was a double-digit drop. Therefore,
the Group remains prudent about its business development in the
second half of the financial year. Nevertheless, with the anticipated
considerable growth of the middle-class population in Mainland
China, the Group remains optimistic about the mid- to long-term
business prospects. In the coming year, the Group will focus on
product offering enrichment, market coverage enlargement in
Mainland China and market oriented strategies to penetrate into
the mass market, covering the middle-class, wedding couples as
well as kids.
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MANAGEMENT DISCUSSION AND ANALYSIS
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The Group’s target for net shop addition in Mainland China for this
financial year will maintain at not less than 120 shops. The Group
is also committed to further developing its e-commerce business
and strengthening cooperation with e-commerce platforms in
Mainland China. In light of the enormous spending potential of
young consumers on online sales platforms, the Group will step
up its efforts to promote the sales of affordable luxury jewellery
products to expand its footprint in the young consumer market.

By understanding customers’ spending habits, the Group will
adopt holistic approach to penetrate into the markets for the
middle-class, wedding couples and kids. It will also continue to
attract customers and encourage local consumption by visual
merchandising enhancement, cross-selling boosting and VIP
promotional activities, so as to improve sales and profits. Given
the importance of social media in product promotion, the Group
will continue to showcase and promote its products on mobile
applications and social media platforms such as Facebook and
WeChat, etc.

Apart from accelerating sales growth, the Group will also strive
to enhance its operational efficiency and control costs in every
operational aspect, including the improvement of service quality
control, enhancement of support to licensees, promotion
of continuous improvement culture and full automation of
operational processes in the hope of delivering better results to its
shareholders.

INTERIM DIVIDEND

The Board has resolved to declare an interim dividend of HK$0.55
per ordinary share (2017: HK$0.55 per share, including a special
dividend of HK$0.20 per ordinary share) for the six months ended
30 September 2018, to shareholders whose names appear on the
register of members of the Company as at 13 December 2018.
The interim dividend will be paid on or around 24 December
2018.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SECURITIES

As at 30 September 2018, save as disclosed below, none of the
directors and chief executive of the Company had interests and
short positions in the shares, underlying shares and debentures of
the Company or any associated corporation (within the meaning
of Part XV of the Securities and Futures Ordinance (the “SFQ”))
which (a) were required, pursuant to section 352 of the SFO, to
be entered in the register referred to therein; or (b) were required,
pursuant to the Model Code for Securities Transactions by

EFERERITRARRESFZERRHK

-

2018F9H30H ' R TXHEEIN A RRIE
ENEEITHRA BBUER AR A) 3 ] 45 B
B (ERRBHFIMERN ([B5EE K
f511) EXVED) 2 Bt - B MBS -
B ()RI5RE 75 M B IR B S 36216 A 2 A Re 8%
RGPt 2 B HORBEEBBHERS

FrBERAR ([BEPr]) B EmRA ([ £H
%ﬁﬂ'JJ)Wﬁwﬁﬁﬁk (EMBETAESRETES

Directors of Listed Issuers (the “Model Code”) set out in Appendix 32 ZEIZHESFRI) ([1EXESPE]) BEIEARRQF
10 to the Rules Governing the Listing of Securities (the “Listing MBS Fr 2 #Ead RAR
Rules”) on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”), to be notified to the Company and the Stock
Exchange:
Long positions in shares and underlying shares of the ZF2XTFIRRHEMKRGBZFER:
Company:
Number of Ordinary Shares
BERNE
Beneficial Controlled Beneficiary Total % of
Name of Director Owner Spouse Corporation of Trust Interest Shares
EEita ERHFA E® EHHEE EERRA HEHE GRREIH
Mr. WONG Wai Sheung 5,889,561 454,000 240,868,176 1,511,060 248,722,787 (L) 42.36%
HREREE note (a) note (b) note (d)
M) fi 55 () P ()
Mr. TSE Moon Chuen 433,344 240,868,176 241,301,520 (L) 41.10%
EiNCES s note (c)
HE ()
Ms. WONG Hau Yeung 10,000 10,000 (L) 0.00%
ToBat
Ms. WONG Lan Sze, Nancy 522,000 1,511,050 2,033,050 (L) 0.35%
BFLL note (d)
Mzt ()
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Number of Ordinary Shares
HERNE
Beneficial Controlled Beneficiary Total % of
Name of Director Owner Spouse Corporation of Trust Interest Shares
EEnE EREFA E® EHEEE GEERRA HEHE GRrEH
Ms. CHUNG Vai Ping 267,865 267,865 (L) 0.05%
BEAXT
Dr. CHAN So Kuen 120,000 5,000 125,000 (L) 0.02%
BEREL note (e)
BizEe)
Mr. WONG Ho Lung, Danny 360,000 1,511,050 1,871,060 (L) 0.32%
BbEEE note (d)
MFEE (o)
Mr. LI Hon Hung 837,437 70,000 907,437 (L) 0.15%
TEERE note ()
MIEE()
(L) Long position ¥ A&
Note (a) B 5E (a)

Mr. WONG Wai Sheung’s spouse, Ms. LUK Chui Yee, held 454,000 shares of the
Company.

Note (b)

Mr. WONG Wai Sheung was a discretionary beneficiary of the WONG'’s Family Trust
(the “Trust”). The Trust was the beneficial owner of the entire issued share capital of
Kwai Kee Cheung Jewellery & Goldsmith Company Limited which controlled over
one-third of the voting power of Luk Fook (Control) Limited. Accordingly, Mr. WONG
Wai Sheung, together with others, collectively controlled (directly or indirectly) over
one-half of the voting power of Luk Fook (Control) Limited and was deemed to be
interested in 234,185,672 shares held by Luk Fook (Control) Limited in the Company.

In addition, the directors of Dragon King Investment Ltd. are accustomed to act in
accordance with the directions of Mr. WONG Wai Sheung and the others, and thus
Mr. WONG Wai Sheung was deemed to be interested in 6,682,504 shares held by
Dragon King Investment Ltd. in the Company. Mr. WONG Wai Sheung, together with
others, collectively controlled (directly or indirectly) over 30% of the voting power of
Dragon King Investment Ltd..

HIE WA 2 BB RER 7L 145 H5454,0000 4 2 7 A
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Note (c)

Mr. TSE Moon Chuen, together with others, collectively controlled (directly
or indirectly) over one-half of the voting power of Luk Fook (Control) Limited.
Accordingly, Mr. TSE Moon Chuen was deemed to be interested in 234,185,672
shares held by Luk Fook (Control) Limited in the Company.

In addition, the directors of Dragon King Investment Ltd. are accustomed to act in
accordance with the directions of Mr. TSE Moon Chuen and the others, and thus Mr.
TSE Moon Chuen was deemed to be interested in 6,682,504 shares held by Dragon
King Investment Ltd. in the Company. Mr. TSE Moon Chuen, together with others,
collectively controlled (directly or indirectly) over 30% of the voting power of Dragon
King Investment Ltd..

Note (d)

Mr. WONG Wai Sheung, Ms. LUK Chui Yee, Ms. WONG Lan Sze, Nancy and Mr.
WONG Ho Lung, Danny, were discretionary beneficiaries of the Trust. The Trust was
the beneficial owner of the entire issued share capital of Kwai Kee Cheung Jewellery
& Goldsmith Company Limited which in turn was the beneficial owner of 1,511,050
shares of the Company.

Note (e)

Dr. CHAN So Kuen'’s spouse, Mr. LO Kwing Chi, held 5,000 shares of the Company.

Note (f)

Mr. LI Hon Hung’s spouse, Ms. Irene Li, held 70,000 shares of the Company.

B 5 (o)

FmE ke EREMA TR (B i) 2517548 (1F
BROBRARBB—FRER -F W EERR AR
NE (120%) BIR A BB 2234,185,67208 AN A IR D P
i
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ATHIESTTE  A#R 2 CEREARNEEREFRA
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN FERERBRORIEMARNZER
SHARES AND UNDERLYING SHARES

So far as is known to the directors and chief executive of the M2018F9H30H ' B T XIHEEIN  IEAR AR
Company, as at 30 September 2018, save as disclosed below, no B =R &ZE{THA BT i EHEMIFAQF]
person, other than a director or chief executive of the Company, ZEEFHZSTHABZ ALRARTRD &
had an interest or short position in the shares and underlying 18R (D & ARG B 5 K B E GO FEXVED

shares of the Company which are required to be disclosed to the 282K E39 S IE X BRIA QA B 5 2 s sk

Company under the provisions of Divisions 2 and 3 of Part XV of &
the SFO.
Number of Total
Name of Shareholder Shares Capacity Interest % of Shares
BEna E28 408 | L 40  §=3 1] ERESL
Mr. CHAN Wai 3,799,022 (L) Beneficial Owner 244,667,198 (1) 41.67%
RExE EREEA
240,868,176 (L) Controlled Corporation
(note (a)) RERHEE
(B
Mr. LEE Shu Kuan 6,370,229 (1) Beneficial Owner 249,825,029 (1) 42.55%
(Deceased on 14 July 2011) ExEBA
Eabi 243454800 ()  Controlled Corporation
(R2011E7 B14B B ) notes (a), (b) and (c) XEHEE
W5t @) )R ()
Luk Fook (Control) Limited 234,185,672 (L) Beneficial Owner 234,185,672 (1) 39.89%
R (ER)BRAR EREEA
Silchester International Investors LLP 64,878,600 (L) Investment Manager 64,878,600 (L) 11.05%
RELR
Commonwealth Bank of Australia 35,371,000 (L) Investment Manager 35,371,000 (L) 6.02%

(L Long position ¥ &

RELE
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Note (a)

Mr. CHAN Wai and the administrator of Mr. LEE Shu Kuan, together with others,
collectively controlled (directly or indirectly) over one-half of the voting power of Luk
Fook (Control) Limited and were deemed to be interested in 234,185,672 shares held
by Luk Fook (Control) Limited in the Company.

In addition, the directors of Dragon King Investment Ltd. are accustomed to act in
accordance with the directions of Mr. CHAN Wai, the administrator of Mr. Lee Shu
Kwan and the others, and thus Mr. CHAN Wai, the administrator of Mr. Lee Shu
Kwan and the others were deemed to be interested in the 6,682,504 shares held by
Dragon King Investment Ltd. in the Company. Mr. CHAN Wai and the administrator of
Mr. LEE Shu Kuan, together with others, collectively controlled (directly or indirectly)
over 30% of the voting power of Dragon King Investment Ltd..

Note (b)

The administrator of Mr. LEE Shu Kuan held 33.3% of the entire issued share capital
of Wah Hang Kimon Investments Limited which in turn held 630,624 shares of the
Company.

Note (c)

The administrator of Mr. LEE Shu Kuan held 51% of the entire issued share capital
of Wah Hang Kimon Holdings Limited which in turn held 1,956,000 shares of the
Company.

DIRECTORS’ BENEFITS FROM RIGHTS TO
ACQUIRE SHARES OR DEBENTURES

At no time during the Period under review was the Company, its
subsidiaries, its associated companies, its fellow subsidiaries, or
its parent company or its other associated corporation a party to
any arrangement to enable the directors and the chief executive
of the Company (including their spouse and children under 18
years of age) to hold any interests or short positions in the shares
or underlying shares in, or debentures of, the Company or its
specified undertakings or other associated corporations.

B 5 (a)
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CORPORATE GOVERNANCE

The Board and management of the Company are committed
to maintaining good corporate governance practices and
procedures. The corporate governance principles of the Company
place emphasis on a quality Board, sound internal controls as
well as transparency and accountability to all shareholders.
The Company has applied the principles and complied with all
code provisions and, where applicable, the recommended best
practices of the Corporate Governance Code and Corporate
Governance Report (the “Corporate Governance Code”) as set
out in Appendix 14 to the Listing Rules throughout the six months
ended 30 September 2018, except for the following deviation:

Code Provision A.2.1 of the Corporate Governance Code
provides that the roles of chairman and chief executive should be
separate and should not be performed by the same individual, so
that there is a clear division of responsibilities for the management
of the Board and the day-to-day management of the Group’s
business to ensure a balance of power and authority.

In view of the Group’s business growth being driven by the
Mainland China market, it is believed that Mr. WONG Wai Sheung,
being the Chairman and Chief Executive of the Company, will
further enhance the business development of the Group there due
to the norms on “status parity” when conducting future business
negotiations. Moreover, members of the Board also consist of
qualified professionals and other prominent and experienced
individuals from the community. The Board is of the view that the
existing Board’s composition, with the assistance of the Board
Committees and two Deputy Chairmen, can ensure a balance
of power and authority. The Board will nevertheless review this
structure from time to time and will consider segregation of the
two roles if and when appropriate.

Save as disclosed above, none of the directors is aware of any
information that would reasonably indicate that the Company
is not, or was not for any part of the Period under review, in
compliance with the Code.
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DISCLOSURE PURSUANT TO RULE 13.22 OF
THE LISTING RULES

As at 30 September 2018, the aggregate amount of financial
assistance to an affiliated company and its wholly-owned
subsidiaries by the Group exceeded 8% of the assets ratios as
defined in Rule 14.07(1) of the Listing Rules. Details of advances
(including guarantee given by the Group) which were non-trading
in nature, made by the Group to the affiliated company and its
wholly-owned subsidiaries were as follows:

BiEEHHRAE13. 2218 EH 2 =

M2018F9H30H ' AL E M — KB AT K
H2EWMBRARRE WS EAEBRE LT
RAFE14.07()ERFT R EMEELL K 28% © 7K
SEmZBBARIREZENBRARRE ZIE
BUEBR(REAEEREHEZER) ZFHE
UNNE

Extent of

Corporate

Relationship with Corporate Guarantee

Name of Company the Group Advances Guarantee Utilised

EERAATHE

NERE HEEEZHE 2% NEIER ERA

HK$ 000 HK$ 000 HK$'000

THETT THETT T

3D-GOLD Jewellery (HK) Limited Associated Company - 1,075,000 861,000
CEERE (FE)EARAA XN

China Gold Silver Group Associated Company 100,000 - -

Company Limited

FRESREEFRAA B & 2 A
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Pursuant to Rule 13.22 of the Listing Rules, a pro-forma
combined balance sheet of these affiliated companies with
financial assistance from the Group and the Group'’s attributable
interest in these affiliated companies as at 30 September 2018
(the latest practical date) are presented as follows:

BIE FTARBIE13.2216  (ZSESAEEHE
ﬁﬂbZHﬁf%ﬁﬂZﬁ%ﬁ@?ﬁEEﬁi’%&$%
@7%2018%)%305 (R%&AIFTHE) EBhZE
BB AR 2 EmainT

Pro-forma Group's

Combined Attributable

Balance Sheet Interest

HEAH EEME

BEARE BLES

Interests Held FRiS#E & 50%

HK$’000 HK$’000

FHET FHET

Non-current assets ERBEE 558,266 279,133

Current assets MBNEE 1,471,554 735,777

Current liabilities mENAE (1,840,208) (920,104)

Loans from shareholders fEERE K (200,000) (100,000)

Net liabilities FAE (10,388) (5,194)
DIRECTORS’ SECURITIES TRANSACTIONS ERETESRS

The Company adopts the Model Code as a code of conduct
regarding directors’ securities transactions. Having made
specific enquiry of all directors, it is confirmed that all directors
have complied with the required standard set out in the Model
Code and its code of conduct regarding directors’ securities
transactions during the Period under review.

PURCHASE, SALE OR REDEMPTION OF
SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s listed securities during the
Period under review.

ARRFNTETA EREFETELRS
ZETEA-RRAEBEEFHAREMRR
BREER ERESNDEANAN-—BEETRE

SAIFEC MERERERETESRH 2R
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REVIEW OF FINANCIAL STATEMENTS

The Audit Committee of the Company has reviewed the financial
statements of the Company for the six months ended 30
September 2018. PricewaterhouseCoopers as the Company’s
auditor has reviewed the unaudited interim results of the Group for
the Period under review in accordance with Hong Kong Standard
on Review Engagements 2410 “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity”
issued by the Hong Kong Institute of Certified Public Accountants.

UPDATE ON DIRECTORS’ INFORMATION
UNDER RULE 13.51B(1) OF THE LISTING RULES
Below are the updates and changes of directors’ information since
the date of the Annual Report 2018, required to be disclosed
pursuant to Rule 13.51B(1) of the Listing Rules:

Mr. TAI Kwok Leung, Alexander was appointed as an Independent
Non-executive Director of AAG Energy Holdings Limited (Stock
Code: 2686) which is listed on the Main Board of the Stock
Exchange on 27 August 2018.

OTHER UPDATES ON DIRECTORS’
INFORMATION OF THE COMPANY

Below are the updates and changes of directors’ information of
the Company since the date of the Annual Report 2018:

1. Ms. WONG Lan Sze, Nancy has been appointed
as Deputy Chief Executive Officer with effect from 1
December 2018.

2. The English title of Mr. WONG Wai Sheung has been
changed from “Chairman and Chief Executive” to
“Chairman and Chief Executive Officer” with effect
from 1 December 2018, while his Chinese title remains
unchanged.

FRMEHEE
AAaEZEZESEEHRA LN FIE £20184F9
A308 IENAA Z B B3R o AR R X EED
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SRM 2 EEERERFE24105% [HEENE
VAZER TR BRI EE]  FREASE
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B
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BE R EEN2018F8H27 A EZE /NI
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CORPORATE GOVERNANCE AND OTHER INFORMATION

EFEBEBMEMER

3. Title of Ms. WONG Hau Yeung has been changed from
“Executive Director and Deputy General Manager” to
“Executive Director and Chief Operating Officer” with effect
from 1 December 2018.

4. The Chinese title of Dr. CHAN So Kuen has been changed
from “MITER BEVKEERAFWE to "RITE
£ BB EEEQRME" with effect from 1 December
2018, while her English title remains unchanged.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company for the interim dividend
will be closed on 13 December 2018 and no transfer of shares
will be registered on that day. In order to qualify for the interim
dividend, all transfers accompanied by the relevant share
certificates must be lodged with the Company’s share registrar
and transfer office in Hong Kong, Computershare Hong Kong
Investor Services Limited, at Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong
for registration no later than 4:30 p.m. on 12 December 2018.

By order of the Board,
WONG Wai Sheung
Chairman & Chief Executive

ITHBLLt s BEEHRNITESHK
Bl | T A [RITESREER
.l B2018FE 1241 B ER -
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

PHAMIIS E M BRI S

_E
pwc

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

INTRODUCTION

We have reviewed the interim financial information set out
on pages 34 to 92 which comprises the interim condensed
consolidated balance sheet of Luk Fook Holdings (International)
Limited (the “Company”) and its subsidiaries (together, the
“Group”) as at 30 September 2018 and the related interim
condensed consolidated income statement, interim condensed
consolidated statement of comprehensive income, interim
condensed consolidated statement of changes in equity and
interim condensed consolidated statement of cash flows for
the six-month period then ended, and a summary of significant
accounting policies and other explanatory notes. The Rules
Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of a report on
interim financial information to be in compliance with the relevant
provisions thereof and Hong Kong Accounting Standard 34
“Interim Financial Reporting” issued by the Hong Kong Institute of
Certified Public Accountants. The directors of the Company are
responsible for the preparation and presentation of this interim
financial information in accordance with Hong Kong Accounting
Standard 34 “Interim Financial Reporting”. Our responsibility is to
express a conclusion on this interim financial information based
on our review and to report our conclusion solely to you, as a
body, in accordance with our agreed terms of engagement and
for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

BRI RE
FARKE (W) FRATESY
(RERERMAT 2 ERAF)

#E
RPCEENNE R EMERE R T HI KA
Bl BB EERNBEAEER (BB E
RAG ([ERF)) REKBRAR (FifE &%
E ) R2018F9A30E M AR B ESR
BEXREREEZB ENER MO EET
BirAERR PHEPEAEERARE
FHERGEERZHR P PBHPLREES
MEBR  UNREESHECRHME K E RN
o BBBARSMBRABES LEMHEAR
P ERRENREVAEREAUE
RAMERBEXARBBGTMASEMNE
BERTAER B34 [ BRE]- EAQF
EEERERBEBSEERIE34 [ EIET
HRE | FE KRS RZP BB E R T AT
EERBRERMOBEEZP BT HERMED
Ewm WIZRERMBENZRERERZRE
EEMERMPINER B Z MRS B & H
BB BT ERMARENRRAER EA
AT B FEFESE-

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong

ALK BT ETHB T - TP ERRFAE T
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

PHAMIIS E M BRI S

SCOPE OF REVIEW

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

CONCLUSION

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial information is not
prepared, in all material respects, in accordance with Hong Kong
Accounting Standard 34 “Interim Financial Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 28 November 2018
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CONDENSED CONSOLIDATED INCOME STATEMENT

%ﬁ Bﬁ O /\JID%E

For the six months ended 30 September 2018

HZE20184F9H30H IE/NfE A

Unaudited
for the six months ended
30 September
REER
#FEOA30H LA
2018 2017
Note HK$’000 HK$’000
M FTHET FHET
Revenue WA 7 7,859,454 6,283,454
Cost of sales SHE R A (5,995,821) (4,636,194)
Gross profit E7 1,863,633 1,647,260
Other income HaA 9 164,790 76,523
Selling and distribution costs HERDHER (1,102,625) (996,955)
Administrative expenses TEREMA (103,118) (75,145)
Other gains/(losses), net Hib Wz, ( E518) - F58 10 15,302 (6,324)
Operating profit ey 8 837,982 645,359
Finance income B A& WA 19,592 12,821
Finance costs W%sER (12,772) (2,615)
Finance income, net BB FE nooo 6820 10,206
Share of results of associates RiEBERARE 16 (5988 (24540
Profit before income tax R B 15 350 A& A 838,814 631,025
Income tax expenses S = 12 (168,859) (109,629)
Profit for the period TRl 669,955 521,396
Profit attributable to: FEAE R A :
Equity holders of the Company RATERFFBA 665,423 520,364
Non-controlling interests FEPE R = 4,532 1,032
669,955 521,396
Earnings per share for profit HAAR QR ERFFE A
attributable to equity holders of Bl &N 2 G REF
the Company during the period 13
— Basic e 7 HK$1.13#&7t HKS$0.89/% 7T
— Diluted —¥E HK$1.13#ET HK$0.89/8 T

The accompanying notes are an integral part of this condensed
consolidated interim financial information.

Details of dividends to equity holders of the Company are set out

in Note 14.

BEFIH EE A A R AGS

e

R 5 AR ) — B

ARRERTAAZREFHIGERNRH 4
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
BRI = BUA BwT&

For the six months ended 30 September 2018
EHZE2018F9A30H L< @A

Unaudited
for the six months ended
30 September
FIEEF
#HFoA30HIENER
2018 2017
HK$’000 HK$’000
THT FHET
Profit for the period Mrsd o 669,955 521,396
Other comprehensive income: HEf2mgA:
Items that may be reclassified to HERfESENDHE
profit or loss Fi=Eyed 0=
Currency translation differences P& =58
— Group — A& E (426,897) 145,392
— Associates N (3,260) 6,581
Revaluation of available-for-sale AHHECREENEEED
financial assets - (1,077)
Iterns that will not be reclassified to TEEM T EZEm s HA
profit or loss
Revaluation of financial assets at fair value XA E AEMEE K2
through other comprehensive income TRHEEEERZD (2,134) -
Other comprehensive income for the period, iR E M2 E UL A - FOKFHIE
netoftx . ... (48229 150,896 _
Total comprehensive income for the period BRI 2 4248 A 237,664 672,292
Attributable to: THI AL EA
— Equity holders of the Company —RARIERFERA 237,311 667,382
— Non-controlling interests —JEVERR A 353 4,910
Total comprehensive income for the period B /A2 T 42 U8 A 237,664 672,292

The accompanying notes are an integral part of this condensed  B&B i 5t A AR BA4R & & BB 75 & KL — 3P

-

consolidated interim financial information. 77 °

N
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CONDENSED CONSOLIDATED BALANCE SHEET
BRmO S EBRER

As at 30 September 2018

20186 9HA30H
Unaudited Audited
As at As at
30 September 31 March
2018 2018
RIEE KL Az
®2018% R20184F
9A30H 3H31H
Note HK$’000 HK$ 000
M5 FHET T
ASSETS BE
Non-current assets EMBEE
Property, plant and equipment L/ERN & 15 1,093,953 547,659
Land use rights + Hb s A A 15 243,553 273,019
Investment properties EYE 15 55,538 35,810
Interests in associates i NG 16 58,345 67,593
Loan to an associate BERT—KEE QA 17 97,056 94,927
Derivative financial instrument PTESmIA 18 - 50,782
Available-for-sale financial assets At ESREE - 6,075
Financial assets at fair value through  EARETAE M2 ERE 2
other comprehensive income SHREE 3,941 -
Trading license RZHR 1,080 1,080
Rental deposits and prepayments Heke MIBENEKRE 19 438,368 212,167
Deferred income tax assets RIEFTISTHRE E 31,581 47,114
2,023,415 1,336,226
Current assets MENEE
Inventories ey 20 8,839,243 7,991,727
Right of return assets REREE 96,477 -
Trade receivables H 5 EWARIE 21 341,366 359,796
Deposits, prepayments e FBAERER
and other receivables Hth fE Y BR 18 19 463,495 364,765
Derivative financial instruments PTEEBMTA 18 56,833 -
Amount due from an associate FEUN — R A 5 BRIA 16 9,630 13,173
Loan to an associate BERTFT—XRBE QA 17 - 43,190
Income tax recoverable A] U 8] FT 1S 11,348 8,134
Cash and bank balances B & MIRTTAE 22 1,640,261 2,097,867
11,458,653 10,878,652
Total assets REE 13,482,068 12,214,878

The accompanying notes are an integral part of this condensed
consolidated interim financial information.
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CONDENSED CONSOLIDATED BALANCE SHEET
BRmO S EBRER

As at 30 September 2018

R201849 A30H
Unaudited Audited
As at As at
30 September 31 March
2018 2018
RIEE KL Az
12018 20184
9A30H 3A31H
Note HK$’000 HK$’000
B 5 THET FAET
EQUITY Za
Capital and reserves attributable to AR BB A
the equity holders of the Company BB AR Kk &
Share capital [ 24 58,710 58,710
Share premium B 1 5 (8 2,494,040 2,494,040
Reserves 1 25 7,346,418 7,482,019
9,899,168 10,034,769
Non-controlling interests IR 45,321 44,968
Totalequity Wem@sm 9,944,489 10,079,737
LIABILITIES afs
Non-current liabilities ERBEE
Deferred income tax liabilities FIEFEREE 112,242 100,714
Employee benefit obligations EEBAEM 8,237 8,237
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 120,479 108,951
Current liabilities mEaE
Trade payables, other payables B S REMNRIE AT IRIE
and accruals K FEETFIE 23 1,172,016 1,125,453
Contract liabilities EHaE 106,914 -
Refund liabilities BRREE 155,874 -
Amount due to an associate eI — KB E A EBRIA 16 3,362 3,555
Bank borrowings RITER 26 1,350,156 415,000
Gold loans =oEE 27 412,334 311,283
Current income tax liabilities BEAFTIS R & & 216,444 170,899
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 3,417,100 2,026,190
Total liapilies wa@lm T 3,587,579 ¢ 2,135,141
Total equity and liabilities BnkaEEE 13,482,068 12,214,878

The accompanying notes are an integral part of this condensed  B&BI M 5t A AR BAAR & & BIE 75 & KL — 3P
consolidated interim financial information. 7 e

N
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
BRI O Em B e

For the six months ended 30 September 2018
HZE201859HA30H 1L/~ 18 A

Unaudited
FEEY
Attributable to equity holders of the Company
FORRERHARR
Non-

Share Share controlling Total
capital premium Reserves Subtotal interests Equity
B* RiF AR 1] it FRRES EReE

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TR T TET TET TET

(Note 25)
(Pit&¥25)

For the period ended 30 September 2018 # E201859H 308 Lt i
As at 31 March 2018 12018%3A31H 58,710 2,494,040 7,482,019 10,034,769 44,968 10,079,737
Changes in accounting policies (Note 4) SHBRED (Mi4) - - (50,003) (50,003) - (50,003)
Restated total equity as at 1 April 2018 R2018F4A1A B ESIER A 58,710 2,494,040 7,432,016 9,984,766 44,968 10,029,734
Comprehensive income 2EBA
Proft for the period R EF - - 665,423 665,423 4532 669,955
Other comprehensive income HipZEBA
Currency tranglation differences EREE

- Group -r5E - - (422,718) (422,718) 4,179) (426,897)

- Assoclates = - - (3,260) (3,260) - (3,260)
Revaluation of financial assets at fair value AR EF AL M2 ERE

through other comprehensive income SREEEEEY - = (2,134) (2,134) = (2,134)
Total comprehensive income 2EARA - - 237,311 237,311 353 237,664
Transaction with owners HEEAZZS
Dvidendspad _ ____________ BRRE - o299 B2%9 - ___ 2%9
As at 30 September 2018 12018F9A30H 58,710 2,494,040 7,346,418 9,899,168 45,321 9,944,489
For the period ended 30 September 2017 & E20179A 308 LL 41/
Asat 1 April 2017 01784 /18 58,710 2,494,040 6,320,600 8,873,350 106,590 8,979,940
Comprehensive income 2ERA
Profit for the period BRI - - 520,364 520,364 1,032 521,396
Other comprehensive income HipzEBA
Currency tranglation differences EREE

- Group -A5&RE - - 141514 141514 3878 145,392

- Associates = - - 6,581 6,581 - 6,581
Revaluation of avallable-for-sale HEES Fﬂl AEM

financial assets BEED - - (1,077) (1,077) - (1077)
Total comprehensive income 2EAKA - - 667,382 667,382 4,910 672,092
Transaction with owners HBEEAZLZS
Diidendspad BffRE - - B2fg 289 - (8289
As at 30 September 2017 2017598308 B8710 2494040 6665073 9217823 1150 9329323

The accompanying notes are an integral part of this condensed BB M7= A A LR A P IR B E KA — 36
consolidated interim financial information. 7 e
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
BRGFOIRE RER

For the six months ended 30 September 2018
HZE201859HA30H 1L/~ 18 A

Unaudited
for the six months ended
30 September
REEX
#FOA30HLLNER
2018 2017
Note HK$’000 HK$’000
M TFHET FAT
Cash flows from BRETDHZHRERE
operating activities
Net cash generated from operations & EE 4L 2B & /558 (372,213) 442 575
Hong Kong profits tax paid BNHEEFEH (3,663) (3,567)
Overseas income taxes paid BATEINRISEL (95,804) (82,372)
Net cash (used in)/generated from LETES (FTA) /EEZ
operating activities IR F5 (471,680) 356,636
Cash flows from BREITBZEAQRE
investing activities
Purchases of property, BEME BEREHE
plant and equipment (485,810) (87,861)
Purchase of investment properties BEREYE (22,108) -
Prepayment for purchase of property & & ¥ % < A ERE (331,714) -
Decrease in short-term EEAR BB @A
bank deposits, with maturities R HASRIT 17 SR
over 3 months 197,808 249,012
Interest received B U F B 20,827 10,783
Loans repayment from/(advanced to) —ZEtE A RIEEER
an associate (BT —KRBERElZ
B3 43,190 (23,190)
Proceeds from disposals of property, HEWME - HE K&
plant and equipment BRIESE/ O 1,705 548
Net cash (used in)/generated from WEES (TR EfZ
investing activities IR F5 (576,102) 199,292
Cash flows from MEITBZEQRE
financing activities
Proceeds from bank borrowings RITERME A 1,460,905 267,132
Repayment of bank borrowings EERITER (525,749) (267,132)
Repayment of gold loans EBEESEE (472,873) (440,536)
Proceeds from gold loans ECEEMSHRE 781,307 -
Interest on bank borrowings and BITERLESEBEFE
gold loans (12,772) (2,615)
Dividends paid BT S (322,909) (322,909)
Net cash generated from/(used) in MEESEL (A Z
financing activities IR /F8 907,909 (766,060)
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
BRGOIRE NS ®

For the six months ended 30 September 2018
EHZE2018F9A30H L< @A

Unaudited
for the six months ended
30 September
KEE
B E9HA30HILARMEA
2018 2017
Note HK$’000 HK$'000
M TFHET FAT
Net decrease in cash and RekReFEM2
cash equivalents B ER (139,873) (210,132
Cash and cash equivalents at 1 April W4 A1HZ R & RIS EHEY 22 1,900,059 1,529,206
Exchange differences ME W %R (119,925) 979
Cash and cash equivalents MOABR 7R RIS EEY
at 30 September 22 1,640,261 1,320,053

The accompanying notes are an integral part of this condensed & Bff Bt 5 /2 7N 5 BR 47 & 7 B B4 75 & kL A9 — 26

-\O

consolidated interim financial information. 7

N
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GENERAL INFORMATION

Luk Fook Holdings (International) Limited (the “Company”)
and its subsidiaries (together, the “Group”) are principally
engaged in the sourcing, designing, wholesaling, trademark
licensing and retailing of a variety of gold and platinum
jewellery, and gem-set jewellery products.

The Company was incorporated in Bermuda on 3
September 1996 as a company with limited liability
under the Companies Act of Bermuda. The address of
its registered office is Canon’s Court, 22 Victoria Street
Hamilton HM 12, Bermuda.

The Company’s shares were listed on the main board of
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 6 May 1997.

This condensed consolidated interim financial information is
presented in Hong Kong dollars (“HK$"), unless otherwise
stated.

BASIS OF PREPARATION

This condensed consolidated interim financial information
for the six months ended 30 September 2018 has been
prepared in accordance with Hong Kong Accounting
Standard 34 “Interim Financial Reporting”. The condensed
consolidated interim financial information should be read in
conjunction with the annual financial statements for the year
ended 31 March 2018, which were prepared in accordance
with Hong Kong Financial Reporting Standards (‘HKFRSs”).

ACCOUNTING POLICIES

Except as described below, the accounting policies applied
are consistent with those of the annual financial statements
for the year ended 31 March 2018, as described in those
annual financial statements.

Taxes on income in the interim periods are accrued using
the tax rate that would be applicable to expected total
annual earnings.

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRI O P RIS S I 5T

—RE#
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REWBAR (5 [A%E]) T2t
ERENCEMAKREEMER ZRE
R BB ASERERTEXRS-

RABMR1996FOASHTE R RERER
FERNTEFMKZABRAR - B
#4 == BRI A Canon’s Court, 22 Victoria
Street, Hamilton HM 12, Bermuda °
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BETRHMBERDREE LG ELSE
345K [h M RS | RE - RZET
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NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL INFORMATION
RO PHARI IS SN 5E

N

Bl

3 ACCOUNTING POLICIES (Continued)

42

@)

New standards and amendments to existing
standards that are effective for the first time for the
financial year beginning 1 April 2018 and are relevant

to the Group’s operations:

Amendments to HKFRS 1 Annual improvements

and HKAS 28

Amendments to
HKFRS 2

Amendments to
HKFRS 4

HKFRS 9
HKFRS 15

Amendments to
HKFRS 15

Amendments to
HKAS 40

HK (IFRIC) Int-22

2014-2016 cycle

Classification and measurement
of share-based payment
transactions

Applying HKFRS 9 “Financial
instruments” with HKFRS 4
“Insurance contracts”

Financial instruments

Revenue from contracts with
customers

Clarifications to HKFRS 15

Transfer of investment property

Foreign currency transactions
and advance consideration

The impact of the adoption of HKFRS 9, “Financial
Instruments” and HKFRS 15, “Revenue from
Contracts with Customers” are disclosed in Note 4
below.

Apart from aforementioned HKFRS 9 and HKFRS 15,
there are no other new standards or amendments to
existing standards that are effective for the first time
for this interim period that could be expected to have
a material impact on the Group.

3
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRI O P RIS S I 5T

3 ACCOUNTING POLICIES (Continued) 3 SEBFE(#E)

(b)  Certain new standards and amendments to existing b) ATABEEMBBER2019F481H
standards have been published that are mandatory for s DA B R A 2 AN SR [ g 5t EAfE 5k
the Group’s accounting periods beginning on or after JER - MAEEVWERFRANCE
1 April 2019, which the Group has not early adopted, FHaT 2R RIBAEBHERT A

are as follows:

Amendments to Long-term interests in an BAEFEA REFE R A
HKAS 28 associate or joint venture £08% (BE14R)  AehXEe
REERY
Amendments to Prepayment features with ERMBREER HAMECER
HKFRS 9 negative compensation H9% (BRI ) FIBREO
Amendments to Annual improvements ERMBREER  2015F F20174F
HKFRSs 2015-2017 cycle (B35 R) BHEzFE
pogl
Amendments to Employee benefits: plan ARG EERA
HKAS 19 amendment, curtailment or F195% (BETAR) BRIk
settlement " ®E
HKFRS 16 Leases (! BAMKREEL FHEO
F16%
HK (IFRIC)-Int 23 Uncertainty over income tax BE (ERUBRE FBHERL
treatments REZE®) THEE MO
—RREE3H
HKFRS 17 Insurance contracts @ BAPBREEN RREAY
F175%
Amendments to HKFRS ~ Sale or contribution of assets ERMBREER REEHARE
10 and HKAS 28 between an investor and its FI0HRREE NEHEELE
associate or joint venture © QEHERFE8 R EENE
SEHES) Al
1) Effective for annual period beginning on or after 1 January " M2019F1 A1 Rz & Mta 2 FE
2019 G
@ Effective for annual period beginning on or after 1 January @ 202161 A1HS & Mm 2 FE 5
2021 Sl
@ To be announced by HKICPA @ HRBGHAASAM
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NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL INFORMATION
2L

44

(b)

RO P HIFS S 51

3 ACCOUNTING POLICIES (Continued)

(Continued)
HKFRS 16 “Leases”

HKFRS 16 was issued in January 2016. It will result in
almost all leases being recognised on the condensed
consolidated balance sheet, as the distinction
between operating and finance leases is removed.
Under the new standard, an asset (the right to use the
leased item) and a financial liability to pay rentals are
recognised. The only exceptions are short-term and
low-value leases.

The accounting for lessors will not significantly
change.

Impact

The standard will affect primarily the accounting for
the Group’s operating leases. As at the reporting
date, the Group has non-cancellable operating lease
commitments of HK$1,076,500,000 (Note 28). The
Group is currently carrying out an assessment on
the impact of adoption of HKFRS 16 and has yet
to be in a position to conclude what extent of these
commitments will result in the recognition of an asset
and a liability for future payments and how this will
affect the Group’s profit and classification of cash
flows.

Some of these commitments may be covered by the
exception for short-term and low-value leases and
some commitments may relate to arrangements that
will not qualify as leases under HKFRS 16.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

B BRAR O P HARI S S iR Y 5L

3 ACCOUNTING POLICIES (Continued)

(b)  (Continued)
Date of adoption by Group
The standard is mandatory for financial year
commencing on or after 1 January 2019. The Group
does not intend to adopt the standard before its
effective date.

Apart from aforementioned HKFRS 16, the directors
of the Company are in the process of assessing
the financial impact of the adoption of other new
standards, amendments to existing standards and
interpretation. The directors of the Company will adopt
the new standards, amendments to existing standards
and interpretation when they become effective.

CHANGES IN ACCOUNTING POLICIES

The following explains the impact of the adoption of HKFRS
9 “Financial Instruments” and HKFRS 15 “Revenue from
Contracts with Customers” on the Group’s condensed
consolidated interim financial information and also discloses
the new accounting policies that have been applied from 1
April 2018, where they are different to those applied in prior
periods.

The Group elected to adopt HKFRS 9 and HKFRS 15
without restating comparatives. The reclassifications and the
adjustments are therefore not reflected in the condensed
consolidated balance sheet as at 31 March 2018, but are
recognised in the opening condensed consolidated balance
sheet on 1 April 2018.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRI O P RIS S I 5T

4 CHANGES IN ACCOUNTING POLICIES 4 ErIREEH (E)
(Continued)
The following table shows the adjustments recognised for TREHBEEETER AL  WES|
each individual line item. Line items that were not affected TASEESZE VIEB - RELED Y
by the changes have not been included. The adjustments B PA T TS HN SR o

are explained in more details by standard below.

31 March

2018 Effect of Effect of 1 April
As originally  adoption of  adoption of 2018
presented HKFRS9  HKFRS 15 Restated

#in 3

FEME TEMB
20185 wEER HEER 20185
Condensed consolidated balance 3A31H o5k 1558 4B1H
sheet (extract) HRGERERRE (W) &5 k4 1 k4 1 Bl

HK$'000 HK$'000 HK$'000 HK$'000
TR THBT TAL TR

Non-current assets ERBEE
Available-for-sale financial assets HNEECREE 6,075 (6,075) - -
Financial assets at fair value through AR EFAE M2 EEE 2

other comprehensive income SREE - 6,075 - 6,075
Current assets wOEE
Trade receivables EL )3 359,796 (2,244) - 357,552
Right of return assets REEEE - - 86,551 86,551
Current liabilities nBRE
Trade payables, other payables BHREMRE  HAEMRER

and accruals EET IR 1,125,453 - (110519) 1,014,934
Contract liabilities ARBE - - 105,087 105,037
Refund liabilities BHEE - - 139,792 139,792
Equity #a
Reserves i 7,482,019 (2,244) (47,759) 7,432,016
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRI O P RIS S I 5T

4

CHANGES IN ACCOUNTING POLICIES 4 ErIREEH (E)
(Continued)
(@ HKFRS 9 “Financial Instruments” - Impact (a) FEMBEEERFENREm
of adoption IR -HFhewE
HKFRS 9 replaces the provisions of HKAS 39 BBV BREENFIREARES
that relate to the recognition, classification and ST EREREHEMEERS
measurement of financial assets and financial liabilities, BEBEsER SHEEFE S/
derecognition of financial instruments, impairment of TH&KRIIER SREERENLY
financial assets and hedge accounting. HERTEE
The total impact on the Group's retained earnings R2018F4H1H &R T EHfE
due to classification and measurement of financial AEEHAKERBRN CEEY
instruments as at 1 April 2018 is as follows: 2
Notes HK$'000
At 1 April 2018 #20185%4A1H B 5 FAT
Opening retained earnings - after HEERT-RaEsE
HKAS 39 B EREI0R & 7,482,019
Reclassify investments from available- — ¥R E R AL HE SR EE
for-sale financial assets to financial EN N BRIEABERGA
assets at fair value through other HEzmliss emEE
comprehensive income (i) -
Increase in loss allowance for impairment & 5 & W BRIE B (E E5 18
of trade receivables B (i) (2,244)
Adjustment to retained profits from MENB B B EER
adoption of HKFRS9 FEOTE M ¥R B s FE M < FE (2,244)
Opening retained earnings - after HGERT - RNTEEE
HKFRS 9 HREEAESRE 7,479,775
(i)  Classification and measurements of () EHEERLHBARZSH
financial assets and financial liabilities RitE

HKFRS 9 categorises financial assets into three
principal classification categories: measured
at amortised cost, at fair value through other
comprehensive income (“FVOCI”) and at fair
value through profit or loss (“FVPL"). The
classification of financial assets under HKFRS 9
is based on the business model under which the
financial assets is managed and its contractual
cash flow characteristics.

EREMBHRELANEHE S
BMEENR/ZKER  R#H
KA E BRAREFAE
fhemdaE (HRARERA
Hitzmksml) RIRARE
st AEE ([EARERAR
@m]) - BAWHRELEAFE
HETEMEEZ DT
rEREMEEZEBKRA
LEARBRSREFBRE

o
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

HORm e PHARI IS SR MY 5T
4 CHANGES IN ACCOUNTING POLICIES 4 ErIREEH (E)
(Continued)
(@ HKFRS 9 “Financial Instruments” — Impact (a) FEMBEHFENFR IS
of adoption (Continued) TH|I-RhzEE(E)
(i)  Classification and measurements of () ELMEERLHEAEZSZSFE
financial assets and financial liabilities REtE (#)
(Continued)
On 1 April 2018 (the date of initial application R2018F4 818 (¥l fE R
of HKFRS 9), the Group’s management has BEUBREERFEORE
assessed which business models apply to the ) AEECEREDRA
financial instruments held by the Group into the SEFFECRIAESEAE
appropriate HKFRS 9 categories. EEBUBRELERESRIE
Rl i A SR AR AT o
The impact of the reclassification on the Eibog ] ﬁT?EJ HiREaEESR
condensed consolidated balance sheet is as BERCZENT
follows:
Financial
assets at
fair value
through
Available-for- other
sale financial comprehensive
assets income
BORE
BAEM
AEHE 2EKREZ
At 1 April 2018 #2018%E4H1H SMEE emMEE
HK$'000 HK$'000
FHET T
Opening balance - HKAS 39  Hi##es —FE 50
395k 6,075 -
Reclassify investments from HRERTHEESH
available-for-sale financial ﬁ?i%ﬁ DERR
assets to financial assets AAEFFAEMER
at fair value through other W @BEE
comprehensive income (6,075) 6,075
Opening balance - after s RS 8ME
HKFRS 9 HEERFERRE - 6,075
48 Luk Fook Holdings (International) Limited 7<{8£E (B[R ) HRAE
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4

MO PHARI PSSR MY 5T
CHANGES IN ACCOUNTING POLICIES 4 ErIREEH (E)
(Continued)
(@ HKFRS 9 “Financial Instruments” — Impact (a) E%Eﬁ‘%iﬁ*iﬁﬂﬂ FR[RF
of adoption (Continued) IR]-BRziE (&)
(i)  Classification and measurements of () ELMEERLHEAEZSZSFE
financial assets and financial liabilities REtE (#)
(Continued)
Financial
assets at
fair value
through
Available-for- other
sale financial comprehensive
assets income
revaluation revaluation
reserve reserve
BORE
REAEAM

At 1 April 2018

e 2EKEZ
eMRE EMEE
EfhekR EhMm

Opening balance - HKAS 39

Reclassify investments from
available-for-sale financial
assets to financial assets
at fair value through other
comprehensive income

2018548 1H HK$'000 HK$’000
FHET T
B —FH TR
$E398% (5,949) -
HRERTHEESR
é?i%ﬁ“*ﬁﬁ&
NAEFAEMEE
1451 S S RVEE
5,949 (5,949)

Opening balance - after
HKFRS 9

PRS- FNEEME
HEEANESRE - (5,949)
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRI O P RIS S I 5T

4

50

CHANGES IN ACCOUNTING POLICIES

(Continued)

(a) HKFRS 9 “Financial Instruments” - Impact
of adoption (Continued)

()

(ii)

Classification and measurements of
financial assets and financial liabilities
(Continued)

The Group makes an election to designate its
investment in equity securities as financial assets
at FVOCI such that subsequent changes in fair
value are recognised in other comprehensive
income without subsequent reclassification to
profit or loss. Such elections are made on an
instrument-by-instrument basis. Where such
an election is made, the amount accumulated
in other comprehensive income remains in the
financial assets at FVOCI revaluation reserve
until the investment is disposed of. At the time
of disposal, the amount accumulated in the
financial assets at FVOCI revaluation reserve is
transferred to retained earnings. Dividends from
an investment in equity securities are recognised
in profit or loss.

Impairment of financial assets

The adoption of HKFRS 9 has changed the
Group’s impairment model by replacing the
HKAS 39 “incurred loss model” to the “expected
credit losses (“ECLs”) model”. Under HKFRS 9,
the losses allowances are measured on either
using the 12-month ECLs model: the ECLs that
result from possible default events within the 12
months after the reporting date; or the lifetime
ECLs model: ECLs that would result from all
possible default events over the expected life of
a financial instrument.

4 EFTRFREH (H)

() FEMBWMEERFEOR &M
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(ii)
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRI O P RIS S I 5T

4 CHANGES IN ACCOUNTING POLICIES
(Continued)
(a) HKFRS 9 “Financial Instruments” - Impact
of adoption (Continued)

(i)

Impairment of financial assets (Continued)
The Group has three types of financial assets as
at 1 April 2018 that are subject to HKFRS 9's
new expected credit loss model:

° Amount due from and loan to an associate

° Other receivables
° Trade receivables

The Group was required to revise its impairment
methodology under HKFRS 9 for each of these
classes of financial assets. The Group makes
estimates and assumptions concerning the
future which are discussed below:

The loss allowances for financial assets are
based on assumptions about risk of default and
expected loss rates. The Group uses judgement
in making these assumptions and selecting the
inputs to the impairment calculation, based on
the Group’s past settlement pattern, existing
market conditions as well as forward looking
estimates at the end of each reporting period.

While cash and cash equivalents, short term
bank deposits and bank balances are also
subject to the impairment requirements of
HKFRS 9, the identified impairment loss by the
directors of the Company was determined to be
immaterial.
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INTERIM FINANCIAL INFORMATION

B BRAR O P HARI S SRy 5L

CHANGES IN ACCOUNTING POLICIES

(Continued)

(a) HKFRS 9 “Financial Instruments” - Impact
of adoption (Continued)

4

52

(i)

Luk Fook Holdings (International) Limited 7<{8£E (B[R ) HRAE

Impairment of financial assets (Continued)
The Group has applied the general approach
and recorded 12-month expected credit losses
on its other receivables, amount due from and
loan to an associate based on the estimated
loss of possible default events within the next
12 months. The directors of the Group has
considered that the allowance on impairment
loss is immaterial upon the initial adoption of the
standard.

Trade receivables
The Group applies the simplified approach
to provide for the expected credit losses
prescribed by HKFRS 9, which permits the use
of the lifetime expected loss provision for all
trade receivables.

By using the lifetime ECLs model, an additional
provision for trade receivables of HK$2,244,000

4 EFTRFREH (H)
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BERAEHBEHEEEE
I R2018F4 S1BE #ER

was recognised as at 1 April 2018. FINE 5 IR BRI B
2,244,000/ T °
The provision for impairment of trade receivables MR2018F481H 2 B 5 eI
as at 1 April 2018 was determined as follows: RIEREREETNT
31-60 61-90 91-180  Over 180
1-30 days days past days past days past days past
Current  past due due due due due Total
oK k] s K
B4 130X 31-60X  61-90% 91-180% 180KLLL #st
Gross carrying amount 2 A(E
(HK$000) (FiEr) 341,915 8,769 3,035 1,559 31 4487 359,796
Provision for impairment B /&
(HK$'000) (F#1) - - - - - 2s) 2244




NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

BRI O P RIS S I 5T

4 CHANGES IN ACCOUNTING POLICIES
(Continued)
(a) HKFRS 9 “Financial Instruments” - Impact
of adoption (Continued)
(i) Impairment of financial assets (Continued)
Trade receivables (Continued)
The expected credit loss rate is 0% for current
to 180 days past due, and 50% for over 180
days past due, respectively. The provision for

4 EFTRFREH (H)

(a) BHEMBHREEDESR £
IR]-BRziE (&)
(i) RFEEEHRE (&)
B ZEWERE (&)
ENERZ=# Ef180K 2 & 5 ek
RIEEREEBEEA0%
i #8 Bf180K LA £ & A50% °

impairment of trade receivables as at 31 March M2018F3H31H 2 E 5
2018 reconcile to the opening provision on 1 IRIEREREEN2018F4 A
April 2018 as follows: 1H 2 BB EERNT -
HK$'000
T
At 31 March 2018 - HKAS 39 #2018%3A31H —F# Tt
HERIE395% -
Amounts additionally provided on adoption R4 & 7 B 75 ¥ 45 HE BI| 5055k
of HKFRS 9 REINEH 2 &/ 2,244
Opening provision as at 1 April 2018 - 20184818 Z KM% —
after HKFRS 9 restatement EFEEMBREENESRET® 2,244

(b) HKFRS 9 “Financial Instruments” -
Accounting policies
(i)  Classification
From 1 April 2018, the Group classifies its
financial assets in the following measurement
categories:

o those to be measured subsequently at fair
value (either through other comprehensive
income (“OCI"), or through profit or loss),
and

° those to be measured at amortised cost.

The classification depends on the entity’'s
business model for managing the financial
assets and the contractual terms of the cash
flows.

(b) FEEMBHREEAESE &M
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRI O P RIS S I 5T

CHANGES IN ACCOUNTING POLICIES

(Continued)

(b) HKFRS 9 “Financial Instruments” -
Accounting policies (Continued)

4

54

(i)

(i)

Classification (Continued)

For assets measured at fair value, gains and
losses will either be recorded in profit or loss
or OCI. For investments in equity instruments
that are not held for trading, this will depend
on whether the Group has made an irrevocable
election at the time of initial recognition to
account for the equity investment at fair value
through other comprehensive income (‘“FVOCI”).

The Group reclassifies debt investments when
and only when its business model for managing
those assets changes.

Measurement

At initial recognition, the Group measures a
financial asset at its fair value plus, in the case of
a financial asset not at fair value through profit or
loss (“FVPL"), transaction costs that are directly
attributable to the acquisition of the financial
asset. Transaction costs of financial assets
carried at FVPL are expensed in the profit or
loss.

Financial assets with embedded derivatives are
considered in their entirety when determining
whether their cash flows are solely payment of
principal and interest.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRI O P RIS S I 5T

4 CHANGES IN ACCOUNTING POLICIES
(Continued)
(b) HKFRS 9 “Financial Instruments” -
Accounting policies (Continued)

(i)

(iii)

Measurement (Continued)

Debt instruments

Subsequent measurement of debt instruments
depends on the Group’s business model
for managing the asset and the cash flow
characteristics of the asset. Assets that are held
for collection of contractual cash flows where
those cash flows represent solely payments of
principal and interest are measured at amortised
cost. Interest income from these financial assets
is included in finance income using the effective
interest rate method. Any gain or loss arising on
derecognition is recognised directly in the profit
or loss and presented in “other gains/(loss),
net”, together with foreign exchange gains and
losses.

Equity instruments

The Group subsequently measures all equity
investments at fair values. Where the Group’s
management has elected to present fair value
gains and losses on equity investments in
OCI, there is no subsequent reclassification
of fair value gains and losses to profit or loss
following the derecognition of the investment.
Dividends from such investments continue to be
recognised in condensed consolidated income
statement as “other income” when the Group’s
right to receive payments is established.

Impairment

From 1 April 2018, the Group assesses on a
forward looking basis the expected credit losses
associated with its debt instruments carried at
amortised cost. The impairment methodology
applied depends on whether there has been a
significant increase in credit risk.

4 EFTRFREH (H)
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(ii)

(iii)
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRI O P RIS S I 5T

4 CHANGES IN ACCOUNTING POLICIES 4 ErIREEH (E)
(Continued)
() HKFRS 15 “Revenue from Contracts with (c) FRMBBEENFEISHEE
Customers” - Impact of adoption BzHMEREENKA ]l &
zre
HKFRS 15 replaces the provisions of HKAS 18, BB BWELERE1SHKRRES
which resulted in changes in accounting policies that SETERE18R 2GS SIBE
relate to revenue recognition, contract costs and WARER - ERIKAAEEREE
presentation of contract assets and liabilities. KBENEVAROSFTBER LR
The impact on the Group’s retained earnings as at 1 R2018F4A1H HASBERER
April 2018 is as follows: Mz BmT:
HK$’ 000
At 1 April 2018 #2018%F4A1H FAT
Retained earnings - after HKFRS 9 REERN-FEMBHREEL
restatement FORETIE 7,479,775
Increase in refund liabilities with the adoption of £ 4% & 74 Bf 75 2R & #E B 55 155%
HKFRS 15 BECR A BN (47,759)
Retained earnings - after HKFRS 9 and RERFN -FTEUBGHREENEIRR
HKFRS 15 restatement FEEMBHREENEI1SRET R 7,432,016
Adoption of HKFRS 15-Refund liabilities HNEBHBHEERE 155 — B
FEE
It is the Group’s policy to sale of jewellery products REERBREAZTE RILERR
to its retail and wholesale customers with a right of HERBEER WHBARETHR
returns in a designated time period at certain agreed EFEREBNE THENZENRE
discounts on the original selling price. Also, the Group BN BHEBETEERIE
allows its licensees to have credit refunds of royalty R AEEATHERENESR
and service income when certain credit refund criteria ERIRHEERANEERR A%
are met. Prior to the adoption of HKFRS 15, the BSR40 A A B 7% 5 2RI B155%
Group recognised revenue from the sale of jewellery A IRBEBEHEOAND ZE K
products to retail and wholesale customers at fair SERREBZ ARE (FIREE R
values of consideration received/receivables, net of PEITH) RAIRERT R M
returns and trade discounts, and royalty and service REBIWA  ERMZERILBER
income on an accrual basis in accordance with the FPHEREEDRHWA -
substance of the relevant agreement.
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4 CHANGES IN ACCOUNTING POLICIES
(Continued)

Adoption of HKFRS 15-Refund liabilities
(Continued)

Upon the adoption of HKFRS 15, the rights of
returns or credit refund are considered as variable
consideration. The Group uses expected value
method to estimate the return or credit refund that
best predicts the amount of variable consideration
on the above revenue streams. As such, the Group
presents a refund liability and an asset for the right
to recover products from a customer upon return
or refund separately in the condensed consolidated
balance sheet and an aggregated amount of
HK$47,759,000 opening adjustment was recognised
in the retained earnings as at 1 April 2018 to reflect
the adoption of the new standard.

Adoption of HKFRS 15-Reclassification of
contract liabilities

The Group has established a customer loyalty
program in which customers could earn reward points
via their purchases. Under the program, customers
could utilise these reward points to redeem gifts and
coupons over a specific period. Upon adoption of
HKFRS 15, a portion of the transaction price shall be
deferred and be recognised only when the customers
redeem their points or due to the expiration of these
reward points. The deferred revenue related to this
loyalty programme of approximately HK$5,435,000
previously classified as “trade payables, other
payables and accruals” are reclassified to “contract
liabilities” upon the adoption of the new standard.

Also, the Group reclassified the receipt in advance
from customers and licensees of approximately
HK$99,602,000 previously classified as “trade
payables, other payables and accruals” to “contract
liabilities” as at 1 April 2018 upon the initial adoption of
HKFRS 15.
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CHANGES IN ACCOUNTING POLICIES
(Continued)

(d)

HKFRS 15 “Revenue from Contracts with
Customers” - Accounting policies

Accounting for sales of goods - retail

The Group operates a chain of retail stores selling a
variety of gold and platinum jewellery and gem-set
jewellery products. Revenue from the sale of goods is
recognised when a group entity sells a product to the
customer.

Payment of the transaction price is due immediately
when the customer purchases the gold and platinum
jewellery and gem-set jewellery products. It is
the Group’s policy to sell its products to the end
customer with a right of return within one year at an
agreed discount on the original selling price. A refund
liability and an asset for the right of return goods are
recognised in the condensed consolidated balance
sheet. The Group uses the expected value method to
estimate the refund or return which best predicts the
amount of reliable consideration to which the Group
entitled.

Accounting for sales of goods — wholesale

The Group manufactures and sells a range of gold
jewellery and gem-set of jewellery products to its
customers. Sales of goods are recognised when a
Group entity has delivered products to the customers,
retains neither continuing managerial involvement to
the degree usually associates with ownership nor
control over the goods sold, and there is no unfulfiled
obligation that could affect the acceptance of the
products. Delivery does not occur until the products
have been delivered to the specified location, the risks
of obsolescence and loss have been transferred to the
customers, and either the customers has accepted
the products in accordance with sales contract, the
acceptance provisions have lapsed, or the Group has
objective evidence that all criteria for acceptance have
been satisfied.
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CHANGES IN ACCOUNTING POLICIES

(Continued)

(d) HKFRS 15 “Revenue from Contracts
with Customers” - Accounting policies
(Continued)
Accounting for sales of goods - wholesale
(Continued)
A refund liability and an asset for the right of return
goods are recognised in the condensed consolidated
balance sheet. The Group uses the expected value
method to estimate the credit refund or return which
best predicts the amount of reliable consideration to
which the Group entitled.

Accounting for royalties and services income

Royalty and service income in respect of the use of
the Group’s trademarks is recognised on an accrual
basis in accordance with the substance of the relevant
agreements. The refund of credit to licensees when
certain credit refund criteria is met are considered
as variable consideration. The Group uses expected
value method to estimate the credit refund which best
predicts the amount of variable consideration to which
the Group entitled.

ESTIMATES

The preparation of condensed consolidated interim financial
information requires management to make judgements,
estimates and assumptions that affect the application of
accounting policies and the reported amounts of assets
and liabilities, income and expense. Actual results may differ
from these estimates.

In preparing this condensed consolidated interim
financial information, the significant judgements made by
management in applying the Group’s accounting policies
and the key sources of estimation uncertainty were the
same as those that applied to the consolidated financial
statements for the year ended 31 March 2018.
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6.1

6.2

Luk Fook Holdings (International) Limited 7<{8£E (B[R ) HRAE

iR PHAM S SR b 5T

FINANCIAL RISK MANAGEMENT

Financial risk factors

The Group’s activities expose it to a variety of financial
risks, including foreign exchange risks, cash flow and
fair value interest rate risks, credit risk, liquidity risk and
commodity price risk.

The condensed consolidated interim financial
information does not include all financial risk
management information and disclosures required
in the annual financial statements, and should be
read in conjunction with the Group’s annual financial
statements as at 31 March 2018.

There have been no changes in the risk management
department or in any risk management policies since
31 March 2018.

Liquidity risk

Compared to year end, there was no material change
in the contractual undiscounted cash out flow for
financial liabilities except for the increase in bank
borrowings to HK$1,350,156,000 as at 30 September
2018 as disclosed in Note 26.
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6 FINANCIAL RISK MANAGEMENT (Continued) 6
6.3 Fair value estimation

MERRER (])
6.3 L 7e{E{EE

The carrying values of the Group’s financial assets,
including cash and bank balances, trade receivables,
other receivables and deposits, amount due from an
associate, loans to an associate, and the Group’s
financial liabilities, including trade and other payables,
bank borrowings and amount due to an associate are
reasonable approximations of their fair values due to
their short-term maturities.

The fair values of financial instruments traded in active
markets are based on quoted market prices at the
balance sheet date. The quoted market price used for
financial assets held by the Group is the current bid
price.

The fair values of financial assets and liabilities not
traded in active markets are estimated by discounting
the future contractual cash flows at the current market
interest rate that is available to the Group for similar
financial instruments.

The different levels for analysis of financial instruments
carried at fair values, by valuation methods, are
defined as follows:

° Quoted prices (unadjusted) in active markets for
identical assets or liabilities (level 1)

° Inputs other than quoted prices included
within level 1 that are observable for the asset
or liability, either directly (that is, as prices) or
indirectly (that is, derived from prices) (level 2)

° Inputs for the asset and liability that are not
based on observable market data (that is,
unobservable inputs) (level 3)
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6 FINANCIAL RISK MANAGEMENT (Continued) @6 MRS (1)

6.3 Fair value estimation (Continued) 6.3 SR{EMFE ()
The following tables present the Group’s financial T &2V AREER2018F9H30H
assets and liabilities that are measured at fair values at BEARBEHENSREERAE-
30 September 2018.
Level 1 Level 2 Level 3 Total
£—8& ot E=i - Hy

HK$'000 HK$’000 HK$'000 HK$’000
TET THET FET THET

As at 30 September 2018 1201859 A 30H
Assets BE
Derivative financial instruments THESRIA
- Convertible bond —ARES - 54,253 - 54,253
— Foreign exchange forward —NERBAED
contracts - 2,580 - 2,580
Financial assets at fair value BARBEHAENLEZE
through other comprehensive Wz emEE
income 3,941 - - 3,941
Total assets BEE 3,941 56,833 - 60,774
Liabilities =X
Gold loans with cash settlement  UE &R EzEEEE 412,334 - - 412,334
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6 FINANCIAL RISK MANAGEMENT (Continued) @6 MRS (1)

6.3 Fair value estimation (Continued) 6.3 SR{EMFE ()
The following tables present the Group’s financial TRE5AREEKR2018F3H31H
assets and liabilities that are measured at fair values BEARBEHENSREERAE-

as at 31 March 2018.

Level 1 Level 2 Level 3 Total
E-5 LM F=H m@ar
HK$'000 HK$'000 HK$'000 HK$'000
THT THT THAT THT

As at 31 March 2018 201853 731H
Assets BE
Derivative financial instruments fTEEMIA
- Convertible bond — R ES - 50,782 - 50,782
Available-for-sale financial assets At HELREE 6,075 - - 6,075
Total assets BEE 6,075 50,782 - 56,857
Liabilities =L
Gold loans with cash settlement R4 X E &4 1EE 140,692 - - 140,692
The following tables present the Group’s liabilities that TEREHNAREEK2018F3531H8
are measured at fair values as at 31 March 2018. BAREBEHENARE-
Level 1 Level 2 Level 3 Total
F—H B/ E=H @it

HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT TET THAT

Liabilities fff
Gold loans with NENRE
physical settlement HERRE 170,591 - - 170,591
The Group’s policy is to recognise transfers into and REBZBERRREME® 224
transfers out of fair value hierarchy levels as of the BRI A BRER A AL
date of the event or change in circumstances that BERZEAREL -

caused the transfer.

There were no transfers between Level 1, Level 2 and EE— Z ZBRARBEERHE
Level 3 fair value hierarchy classifications. There were 2 [ 30 s 2% o BRI (B Bl 3 4
no significant changes in valuation technique during FAERET-

the period.
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SEGMENT INFORMATION

The chief operating decision-maker (“CODM”) has
been identified as the executive directors and senior
management collectively. The CODM reviews the Group’s
internal reporting in order to assess performance and
allocate resources. The operating segments are reported
in accordance with the internal reporting reviewed by the
CODM.

The CODM considers the business by nature of business
activities and assesses the performance of the following
operating segments:

i. Retailing — Hong Kong, Macau and overseas
i Retailing — Mainland China

ii. ~ Wholesaling — Hong Kong

iv.  Wholesaling — Mainland China

V. Licensing

CODM assesses the performance of the operating
segments based on segment results. Finance income and
costs, corporate income and expenses are not included
in the results for each operating segment that is reviewed
by the CODM. Other information provided to the CODM is
measured in a manner consistent with that in the condensed
consolidated interim financial information.

Assets of reportable segments exclude interests in
associates, certain leasehold land and buildings, investment
properties, deferred income tax assets, income tax
recoverable and corporate assets, all of which are managed
centrally. Liabilities of reportable segments exclude deferred
income tax liabilities, current income tax liabilities, bank
borrowings, gold loans and corporate liabilities, all of which
are managed on a central basis. These form part of the
reconciliation to total assets and liabilities on the condensed
consolidated balance sheet.
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SEGMENT INFORMATION (Continued)

Sales to external customers are stated after elimination
of inter-segment sales. Sales between segments are
carried out at mutually agreed terms. The revenue from
external parties, assets and liabilities, reported to the
CODM is measured in a manner consistent with that in the
condensed consolidated income statement and condensed
consolidated balance sheet.

SEHEHE ()

MR P HERE D SPREERYIR -
D EPREEE IR E B IETETT - M m
BERRESRMZRAHINEL ZWA
UREERBEMFEAE 5 A REEH
BABERMERRAEEABRATKR
AEEM -

For the six months ended 30 September 2018

EE201859A30A LA ER
Retailing -
Hong Kong, Retailing - Wholesaling - Reportable
Macau and Mainland ~ Wholesaling - Mainland Inter-segment segments
overseas China Hong Kong China Licensing elimination Total
oE-
EiERA 8- HE- DES
Rigs hEAE  BR-FE HER BHEE  ADMHS ok
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT TET THT THT TET THET TET
Revenue BA
Sales to external customers HHRPHE 4,853,922 1,153,768 30,691 1,423,082 = = 7,461,463
Sales of scrap platinum HENSER - - 16,872 - - - 16,872
4,853,922 1,153,768 47,563 1,423,082 - - 7,478,335
Inter-segment sales HEREE 48,534 325 1,157,507 383,569 - (1,589,935) -
Sales of merchandises HeEg 4902456  1,154003 1205070 1,806,651 - (1580935 7478335
Royalty and senvice income mERREERA - - - - 346,024 - 346,024
Consultancy fee income ElEL N - - - - 35,005 - 35,005
Total @zt 4902456  1,154003 1205070 1,806,651 381,119 (1589035 7,850,454
Results of reportable segments TERABRR 335,443 60,956 57,721 122,778 273,281 - 850,185
A reconciliation of results of 2RPPEERBR
reportable segments to proft ERHENT:
for the period is as follows:
Results of reportable segments ERANER 850,185
Unallocated income FRATMA 317,758
Unallocated expenses RARAR (49,961)
Operating profit EERT 837,982
Finance income E5 1 UN 19,502
Finance costs YHER (12,772
Share of resuits of associates Al NG (5,988)
Profit before income tax B RRART 838,814
Income tax expenses FERAX (168,859)
Profit for the period Hriddl 669,955
Less: Profit attributable to R ERRERE AT
non-controlling interests (4,532)
Profit attributable to equity holders ~ ZAFEBHHAEEEF
of the Company 665,423

Interim Report 2018/19 th#i$R & 65



NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

BRI O P RIS S I 5T

7

66

SEGMENT INFORMATION (Continued) 7 SEREE ()
As at 30 September 2018
1201859 30R
Retailing -
Hong Kong, Retailing - Wholesaling -
Macau and Mainland ~ Wholesaling - Mainland
overseas China Hong Kong China Licensing  Unallocated Total
oH-
EiERF BE- HE-
Ris hEAE  HE-FE RERH BIERHE EL @i
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET T#T TET TET T#T TET
Segment assets HEEE 4,946,964 1,718,187 1,389,476 3,134,204 483,142 11,671,973
Interests in associates N AN 3 58,345 58,345
Land and buildings T RiEF 844,438 844,438
Investment properties RENE 55,538 55,538
Deferred income tax assets BEMEHAE 31,581 31,581
Income tax recoverable EFER 11,348 11,348
Other unallocated assets HinkAREE 808,845 808,845
Total assets #RE 13,482,068
Segment liabilities HEEE (408,367) (36,647) (205,058) (260,366) (438,284) (1,348,722)
Deferred income tax liabilties BLFEHER (112,242) (112,242)
Current income tax liabilties MBHMEHER (216,444) (216,444
Bank borrowings STER (1,350,156) (1,350,156)
Gold loans BoiE (412,334) (412,334)
Other unallocated liablties KA RAR (97,681) (97,681)
Total liabilities #afk
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SEGMENT INFORMATION (Continued)

7 SWBEH(HE)

For the six months ended 30 September 2017

22017498308t~ EA
Retailing -
Hong Kong, Retailing - Wholesaling - Reportable
Macau and Mainland  Wholesaling - Mainland Inter-segment segments
overseas China Hong Kong China Licensing elimination Total
TE-
R ! TE- BE- PES
R REAM  HE-FE FE R mEEE  HPEEE Pt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TR TR TET TR TR THET
Revenue KA
Sales to exteral customers HORPHE 3,795,063 924,547 35,842 965,053 - - 5,720,505
Sales of scrap gold and platinum HEESRNSER - - 291,023 - - - 291,023
3,795,063 924,547 326,865 965,063 - - 6,011,528
Inter-segment sales HEREE 101,113 130 1,075,987 212,171 - (1,389,401) -
Sales of merchandises HEBERD 3,896,176 924,677 1,402,852 1,177,224 - (1,389,401) 6,011,528
Royalty and service income BERBHEEUA - - - - 259,323 - 259,323
Consultancy fes income BRERA - - - - 12,603 - 12,603
Total Eah 3,896,176 924,677 1,402,852 1,177,224 271,926 (1,389,401) 6,283 454
Results of reportable segments ERSBER 259,019 73416 81,412 119,887 175,480 - 709214
A reconciation of resuts of RN HPEES
reportable segments to proft HRETEENT -
for the period is as follows:
Results of reportable segments TERABEE 709,214
Unallocated income FABBA 25,429
Unallocated expenses FARHX (89,284)
Operating profit EERH 645,359
Finance income BIHIMA 12,821
Finance costs HBER (2,615)
Share of results of associates EEBENREE (24,540)
Profit before income tax FRE @R ATRH 631,025
Income tax expenses FEREY (109,629)
Profit for the period B 521,396
Less: Profit attributable to AR ER R
non-controlling interests (1,082
Profit attributable to equity FARREREABKLET
holders of the Company 520,364
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SEGMENT INFORMATION (Continued) 7 SEREE ()
As at 31 March 2018
20183731 A
Retailing -
Hong Kong, Retailing - Wholesaling -
Macau and Mainland  Wholesaling - Mainland
overseas China Hong Kong China Licensing Unallocated Total
TE-
R ! TE- BE-
R HER BR-FE FERY miEEH FAR @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TR TR TEL TR TR THET
Segment assets HEEE 5,050,651 1,963,530 766,839 2,976,945 485,622 11,243,587
Interests in associates N AN 3 67,593 67,593
Land and buildings T REF 267,844 267,844
Investment properties REME 35,810 35,810
Deferred income tax assets EEFEHEE 47,114 47114
Income tax recoverable TREFHREH 8,134 8,134
Other unallocated assets ERAREE 544,796 544,796
Total assets HEE 12,214,878
Segment liabilties HHEE (247,842) (46,198) (180,409) (196,307) (381,331) (1,052,081)
Deferred income tax liabilities BEAMEHER (100,714) (100,714)
Current income tax liabilties MBMEHER (170,899) (170,899)
Bank borrowings BITER (415,000) (415,000)
Gold loans ELEE (311,283) (311,283)
Other unallocated liabilties kA RERE (85,164) (85,164)
Total liabilities Ak (2,135,141)
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8 OPERATING PROFIT 8 EEAN
Operating profit is stated after charging the following: R T R T 5B B & 58K -

For the six months ended

30 September
#EOA30A LKA
2018 2017
HK$’000 HK$'000
FET FET
Cost of sales $HE AR
— Cost of inventories sold (Note) —BEFEKA (M) 5,893,319 4,544,752
— Cost of licensing business (Note) —m B E AR (MI5E) 102,502 91,442
Staff costs (including the directors’ BIRAK (BIEEEHE)
emoluments) (Note) (BEE) 447,517 379,578
Operating lease KEHEE
— Minimum lease payments —EAENR 301,998 320,593
— Contingent rents —AES 95,621 78,464
Commission expenses to credit card SR ERRARZEE®MAX
companies 51,720 44,026
Depreciation of investment properties HEMERE 587 610
Depreciation of property, W RE REETE
plant and equipment 50,240 57,035
Amortisation of land use rights T Hb b A A B 4,858 4,683
Provision for impairment of H 5 W ARIE R E B
trade receivables 21,601 -
Loss on disposal of property, HEME MEREKEZEIER
plant and equipment 1,078 1,657
Note: Staff costs (including directors’ emoluments) of HK$195,663,000 Misk: HERABREEIXNA (BREEEWE)
(2017: HK$149,455,000) are included in cost of sales. 195,663,000/ 7T (20174 : 149,455,000/%

JT) e
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OTHER INCOME

Htlg A

For the six months ended

30 September
#FoHA30AHILARMEA
2018 2017
HK$’000 HK$'000
FET FHET
Government subsidies I %8 BA
— Valued-added tax refund (Note i) —BEBR K (MEED) 128,081 45,032
— Other subsidies (Note ii) — E e Bn (B aEi) 22,635 17,619
Rental income AN 2,738 4,085
Others Etb 11,336 9,787
164,790 76,523
Notes: B 3

[0] This represents refunds from the tax authority in Mainland China. The
amount of refund is based on 12% of the cost of imported diamonds.
The Group is entitled to the refund as it is a member of the Shanghai
Diamond Exchange and the diamonds are imported through the
Shanghai Diamond Exchange.

(ii) This represents subsidies from a municipal government in Mainland
China.

[0} Ut AR E P EAM TSR 2R R RRE
BIREOBAKAZ12%E - ERAEE A
LHBRRSMZKE MERTESRLE
BRERZMED MAKEARERK

(i b 75 P B A 4 7 R B B 2 A B o
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRI O P RIS S I 5T

10 OTHER GAINS/(LOSSES), NET 10 Hfhlr (E58) - B8

For the six months ended

30 September
#F9oA30ALL<EA
2018 2017
HK$’000 HK$'000
THET FHET
Net realised gains/(losses) on derivative MTESRMTIAZEENR
financial instruments (Note) Wz, (E518) %8 (KisE) 25,320 (16,240)
Fair value gains on the convertible bond A EH 2 A AR Bz
(Note 18) (HMfzx18) 3,471 328
Net realised gains on foreign exchange INEREIG X 2 B E#IR
forward contracts U #5558 5,059 -
Net unrealised gains on foreign exchange ~ 4MEiRHIA 4 2 KR4I
forward contracts el 2,580 -
Net realised gains on gold loans BeBEECEEHRREFE 21,974 2,099
Net unrealised gains on gold loans EREECRERWEFE
(Note 27) (KEE27) 15,253 -
Net exchange (losses)/gains 5 (B8R WaF5E (58,355) 7,498
Realised fair value losses on PRSIREREEER
CGS Share Option N EEE - ©)
15,302 (6,324)

Note:

Derivative financial instruments mainly represent gold contracts and gold
future contracts. These derivative financial instruments are not qualified for

hedge accounting.

T

MESRTATIZRERSAORESHEEN &
ENELRT AT S EE SRR
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRER G P HRRT RS SR Y 5T

11

72

FINANCE INCOME, NET 11 MBKA B8
For the six months ended
30 September
#FoA30H 1L/ EA
2018 2017
HK$’000 HK$’'000
FHET FHET
Finance income B I U A
- Bank interest income —RITFBULA 16,228 9,568
— Effective interest income on — BT -XKBEQAN
the loan to an associate BRZ BB B WA 2,129 2,038
— Interest income on the convertible bond  — AI IR (E % 2 K 2 U A 856 856
— Interest income on the short term — BT R E QRN EH
loans to an associate B FBWA 379 359
19,592 12,821
Finance costs B 75 A AR
- Interest expenses on bank borrowings ~ —fR{ITERZFEMX (10,595) (93)
— Interest expenses on gold loans —E=EEZFERE 2,177) (2,522)
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, (2,772) (2619
Finance income, net B FEUR A JHEE 6,820 10,206
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRI O P RIS S I 5T

12

13

INCOME TAX EXPENSES

Hong Kong profits tax has been provided at the rate of
16.5% (2017: 16.5%) on the estimated assessable profit for
the period.

Taxation on overseas profits has been calculated on the
estimated assessable profits for the period at the rates
of taxation prevailing in the countries in which the Group
operates.

12 8B
EBFER IR BEANE T ERREF
YR EA16.5% (20174 : 16.5% ) 5112 &
e

BINE R 2 BRIAE T B A b 5 ERR B A
MR AR EBEGERRERHEE -

For the six months ended

30 September
#FoA30HIERER
2018 2017
HK$’000 HK$’000
TET FHET
Current taxation: BNHARH 18
- Hong Kong profits tax —BENEN 41,588 31,662
— Overseas taxation —/FINEIE 100,210 76,064
Deferred income tax RIEPT ST 27,061 1,903
168,859 109,629

EARNINGS PER SHARE

The calculation of basic earnings per share is based on
the Group’s profit attributable to equity holders of the
Company of HK$665,423,000 (2017: HK$520,364,000)
and the weighted average number of 587,107,850 (2017:
587,107,850) ordinary shares in issue during the period.

Diluted earnings per share for the six months ended 30
September 2018 and 2017 are the same as the basic
earnings per share as there were no potential dilutive
ordinary shares outstanding during the period.

13 BEREF
BREARFTREARRESFEFA
JiE (5 7K &= [ % F1665,423,0007% 7t (2017
1 520,364,000 70) R BB E 1T E
B 2 INkE 5 #587,107,8508% (2017
% :587,107,8500% ) 51 & -

MR BRI 4B 3T BB B S RER
AL WA 220184 201749 A30H
IEARERA B ERFHGREARE
FIFER -
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INTERIM FINANCIAL INFORMATION
BRI O P RIS S I 5T

14

74

DIVIDENDS

At a meeting held on 27 June 2018, the directors of the
Company recommended the payment of a final dividend of
HK$0.55 per ordinary share, amounting to a total dividend
of HK$322,909,000 for the year ended 31 March 2018.
Such dividend was approved by the shareholders at the
Annual General Meeting of the Company on 15 August
2018 and has been reflected as an appropriation of retained
earnings for the period.

At a meeting held on 28 November 2018, the directors
declared the payment of an interim dividend of HK$0.55
per ordinary share, amounting to a total dividend of
HK$322,909,000 for the year ending 31 March 2019. This
proposed dividend has not been reflected as a dividend
payable in these condensed consolidated interim financial
information, but will be reflected as an appropriation of
retained earnings for the year ending 31 March 2019.

14

R

M2018F6 H27THE 1T 2% £ AT
BERARMNEE2018F3A3HILFE
ZAREAME BB E BAR0.5578 T IR B4R
5T A322,909,0007 7t - A B B & IR R
FEARRNTN2018FE8 A15H BT 2R IE
FReE VERMAZBEZREE
B o

M2018F11 28R BTy g% L &S
TIRE £2019F3A31H [t FE 2/ Hf
% B TR TR AR0.55 T IR B A A
322,909,000/ 7T © It 3 5% A% B 30 K 7E 1tk
LA P IS E R R EE S R
B R AEZE2019F3A31H IHF
EZRBEFDE
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NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL INFORMATION

B BRAR O P HARI S S iR Y 5L

15 CAPITAL EXPENDITURES 15 BEBRAX
Property,
plant and Land  Investment
equipment use rights  properties Total
L E N1 Tt
RfR ERE RENME gt
HK$’000 HK$'000 HK$'000 HK$’000
FTERT TERT FTET FTERT
Net book value, as at 1 April 2018 REFE:
#H2018F4A1H 547,659 273,019 35,810 856,488
Additions NE 617,622 - 22,108 639,730
Disposals & (2,783) - - (2,783)
Depreciation/amortisation for the period BRTE /i (50,240) (4,858) (587) (55,685)
Exchange differences EHAER (18,305) (24,608) (1,793 (44,706)
Net book value, as at 30 September 2018~ BRI (8 *
R2018F9H30H 1,093,953 243,553 55,538 1,393,044
Net book value, as at 1 April 2017 REFE"
R2017F4A18 564,270 247,781 35,020 847,071
Additions NE 40,312 8,269 - 48,581
Disposals HE (2,205) - - (2,208)
Depreciation/amortisation for the period BRI E /#iss (57,035) (4,683) (610) (62,328)
Exchange differences By =% 8,096 9,786 737 18,619
Net book value, as at 30 September 2017 BRI F{E -
#R2017F9H30R 553,438 261,153 35,147 849,738
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16

76

INTERESTS IN ASSOCIATES

16 REELARCHER

As at As at

30 September 31 March

2018 2018

720185 R2018%F

9H30H 3H31H

HK$’000 HK$’000

T#T FHET

Interests in associates REEERR 2= 58,345 67,593
Amount due from an associate (Note i) FEW — KBt A R BRIE

(BEi) 9,630 13,173
Amount due to an associate (Note i) e —REE AR ERIA

(P &ED) (3,362) (3,555)

For the six months ended

30 September
#F9HA30HIEEAR
2018 2017
HK$’000 HK$'000
FH&T FHET
Beginning of the period as at 1 April R4818 B geF 67,593 85,012
Share of results of associates FEMREE S AR HIRELE
for the period (Note ii) Q=) (5,988) (24,540)
Share of reserve movement of PRGBS & N R B A REEEE)
associates for the period (3,260) 6,581
End of the period as at 30 September MOA30HHIR 58,345 67,053
Notes: BRE
[0) Amount due from/(to) an associate are trade in nature. Amount due [0) EUL (BN —RELARKRBBE ST

from/(to) an associate are denominated in HK$ and are unsecured,
interest-free and repayable on demand.

(i) The financial year of one of the associates is not conterminous
with that of the Group and the financial statements used for equity
accounting are for the 6 months period ended 30 June 2018. This
associate uses 30 June as its financial year to conform with its
holding company’s reporting date.

(iii) The Group’s associates did not have any significant commitments as
at 30 September 2018 and 31 March 2018.

Luk Fook Holdings (International) Limited 7<{8£E (B[R ) HRAE

(i)

(i)

Bl () —RE & A RBRIENE T
FHE WA 8 MR EREE -

—FREENR M REEREALSETR K
M mERDEKAERGE REHZE2018
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

55 YN SR Ut =
S8R 4R 0 PHARI 5 S iU 5T
17 LOANS TO AN ASSOCIATE 17 BERF—FXHELT
As at As at
30 September 31 March
2018 2018
20185 A20184F
9HA30H 3H31H
HK$’000 HK$'000
THET FAET
Non-current portion EREIBH
Loantoan associate (Note) BAT-ZBEAR (M) 97,086 94927
Current portion REES
Loan to an associate (Note i) BERT-FWEae (M) - 43190
97,056 138,117

(i)

In connection with the acquisition of China Gold Silver Group
Company Limited (“CGS”), an associate, on 6 June 2014, the
Group and Hong Kong Resources Holdings Limited (“HKRH”) each
agreed to provide funding of HK$100,000,000 to CGS by way of
shareholder loan for general working capital and business expansion
purpose. The shareholder loan is unsecured, interest-free and not
to be repaid within one year after the end of the reporting period.
The difference between the nominal value of the loan and its fair
value of HK$80,207,000 at the time of the acquisition amounting to
HK$19,793,000 is regarded as part of the cost of the investment in
CGS.

As at 31 March 2018, the Group and HKRH each agreed to provide
short term shareholder’s loan of HK$43,190,000 to CGS. The short
term shareholder’s loan is interest bearing at 2% per annum and
repayable within one year. The balance was fully settled during the
period ended 30 September 2018.

[0) FR2014F6 A6 U EF B REFETR A
A([FESR]) AEEREEERZRE
BAT ([BEHERERDHAEEA—ER
RE - [ E$ R 17 £44100,000,00078 7T &
& EA—MEEESREKER BREER
TEEE 28 BHANRESHERE—F
NEEZE-BEFzEEEENKERNAE
80,207,000/ 7T 2 # 5819,793,000/ 7T * #4157
ARESERERAZ —H5 -

(i) MR2018F3A31IA AL EHEFEHERE
BEERERTESRIZEEHRREER
43,190,000/ 7T © 52 B AR 3R & 5 &2% 2 F F
KB RER—FREE - BHHREZE2018
FOAB0E IEHIREEHE -
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18 DERIVATIVE FINANCIAL INSTRUMENTS 18 fTE&MmI A
As at As at
30 September 31 March
2018 2018
20185 720184
9H30H 3H31H
HK$’000 HK$’000
THET FHETT
Assets HE
Non-current JERE
Convertible bond (Note) AR ES (M) - 50,782
Current B
Convertible bond (Note) AR ES (M) 54,253 -
Foreign exchange forward contracts SN IR BR A 4V 2,580 -
56,833 -
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NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL INFORMATION

Bl

RO P HIFS SR 51

18 DERIVATIVE FINANCIAL INSTRUMENTS

(Continued)
Note: On 6 June 2014, the Group subscribed a convertible bond of

HKRH of HK$57,080,000 with 3% interest rate per annum and 5
years of maturity from the date of issuance. The conversion period
commences on the 2nd anniversary of the issue date and expiries on
the date which is three days before its maturity.

The convertible bond comprises a loan receivable component
and option component which together have been designated
as derivative financial instrument by the Group. The convertible
bond was initially recognised at HK$57,080,000 and subsequently
revalued to HK$54,253,000 at period end (as at 31 March 2018
HK$50,782,000).

The fair values as at period/year end was valued by an independent
valuer using the Trinomial Tree Model. The key assumptions used are
as follows:

18

o=

1%

SemI A (&)

MizE: M2014F6A6H AEEREEEERIZER

A PR {E5557,080,000/8 7 + FHE3% FEk
1T HEBRE AT F B HE - AR ER N BT A HRTR
MBFFRGERBERSREBER-

AHRREFREEKERRERE AR
SEETATESRIA - AJRBRES K
57,080,000 ST 1T ¥ S HER - HE R EIK
& {f /54,253,000 7T (201843 H31H :
50,782,000 7T ) ©

B/ FRANERBLILEMRA=XEE
RETHE R ARBRERRNT

As at As at

30 September 31 March

2018 2018

20184 20184

9A30H 3A31H

Share price of HKRH ERERERRMER HK$0.21# 7T HK$0.08/%5 7T
Exercise price® B HK$0.712# 5T HK$0.1787 7T
Dividend yield fig B A= 0% 0%
Effective interest rate -GBS 15.44% 15.18%
Volatility g 73.97% 39.14%
Risk free rate b & 1.95% 1.22%

The fair value gains of HK$3,471,000 (2017: fair value gains of
HK$328,000) was included under “Other gains/(losses), net” in the
condensed consolidated interim financial information.

# Pursuant to the resolution passed by HKRH on 17 July
2018 and with effective from 18 July 2018, every four issued
and unissued ordinary shares of HKRH with par value of
HK$0.01 each are consolidated into one consolidated
ordinary share of the HKRH with par value of HK$0.04 (the
“Share Consolidation”). Upon the completion of the Share
Consolidation and according to the terms of the convertible
bond of HKRH, the exercise price was adjusted.

Interim Report 2018/19 FRHR &

A 7 (B I 258,471,000 70 (201746 : A /LA
U #328,000% 7T ) 5T A f B4R & R EABI 5 &
Bz [HEles, (E18) FEE] -

# RIEEBERIZRNA2018F7 A17H
EIB I R2018F7 A188 £ 2 Rk
R BEBERERTURESRAEAES
0.01B T Z B #EITRAFITERRE
P ABBERER—REER0.0LE
TTRIGHEmAR ([RHEH]) - BRH
A FEREE RIBIE B S E R AT
REFMIGEH  TEEDS TRE
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INTERIM FINANCIAL INFORMATION
B PR O P HARI S SR Y sE

19 DEPOSITS, PREPAYMENTS AND OTHER 19 EBe& FRABRERAMEKRER
RECEIVABLES
As at As at
30 September 31 March
2018 2018
20185 20184
9B 30H 3H31H
HK$’000 HK$’000
THET FHET
Non-current FE B ER
Rental deposits Hekse 103,957 77,658
Prepayment B ERIE 334,411 134,509
... A4c8368 2121167
Current Bl ER
Rental deposits HeZs 57,918 85,456
Value-added tax recoverable AU EHEE TR 217,760 148,768
Prepayments AT ERIE 101,471 64,720
Interest receivables FEULFI] B 1,297 7,023
Other receivables H {th fE Y BR T8 35,297 27,944
Other deposits HEiz e 49,752 30,854
o ___________________“468495 = 364,765
901,863 576,932
The carrying amounts of the deposits, prepayments and e BNREREMEKIRE ZREEAE
other receivables approximate their fair values. BMERNAEES-
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
[EERAR O P HARI IS SRty sE

20 INVENTORIES 20 #8
The inventories, net of provision are as follows: HkEEZFENT:
As at As at
30 September 31 March
2018 2018
#2018 20184
9A30H 3A318
HK$’000 HK$'000
FHET FHET
Finished goods BURK G 8,710,108 7,855,443
Raw materials R4 # 129,135 136,284
8,839,243 7,991,727
At 30 September 2018, inventories carried at net realisable 20189 A30R AT E I HENR 2
value amounted to approximately HK$171,686,000 (As at 75 4 A171,686,0005% 7T (1201843
31 March 2018: HK$92,055,000). A31H :92,055,000 7T ) °
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21 TRADE RECEIVABLES 21 BHEWRER
The Group’s sales comprised mainly cash sales and credit AEEBEEFTZRRFRSHEERERAF
card sales. Concessionaire sales through department stores HE - AERISETHE RAILEESH
and sales to wholesale customers are generally on credit B ZEEH RN F0E0H -

terms ranging from 0 to 90 days.

The ageing of trade receivables by invoice date is as follows: REEAMES B S RKERE ZRRR
LU
As at As at
30 September 31 March
2018 2018
#2018% 720184
9B 30H 3A31H
HK$’000 HK$'000
THT FHET
0 - 30 days 0Z308 254,047 244,820
31 - 60 days 31£260H 34,291 76,925
61 — 90 days 61Z290H 8,274 20,170
91 - 120 days 912120H 10,637 8,769
Over 120 days H#im120H 57,962 9,112
365,211 359,796
Less: Provision for impairment B S RIERTEREREE
of trade receivables (23,845) -
Trade receivables, net B EWERTE 558 341,366 359,796
The carrying amounts of trade receivables approximate their ZoRWRIB  FEEEE AR ERES -
fair values. The trade receivables aged over 120 days is IRIREBBI120B N E ZEKERBEEEHRA
mainly attributable to a customer in which HK$21,601,000 R—R2EF AR ERECRETEES
provision of impairment has been recognised by 1B HE RO (B B 15521,601,000/8 7T

management for the estimated credit loss.
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22 CASH AND BANK BALANCES 2 Be&kRITHER

As at As at
30 September 31 March
2018 2018
20185 R2018%F
9H30H 3H31H
HK$’000 HK$’000
FET FHETT
Short-term bank deposits, BEAL LR =—EANEHE
with maturity less than 3 months RITER 101,142 707,164
Cash at bank and on hand RITEREFER S 1,539,119 1,192,895
Cash and cash equivalents HeRREEEY 1,640,261 1,900,059
Short-term bank deposits, BHEBB =18 A NEE
with maturities over 3 months RITFER - 197,808
Total cash and bank balances He RIBTTHEBGRRE 1,640,261 2,097,867

23 TRADE PAYABLES, OTHER PAYABLES AND 23 B ZEfIEER - HtERARE

ACCRUALS Hg O]
As at As at
30 September 31 March
2018 2018
20185 R2018%F
9A30H 3H31H
HK$’000 HK$ 000
THT FET
Trade payables B 5 IRIE 486,158 380,134
Deposits from licensees REBFTFEZF 2 306,382 389,348
Salaries and welfare payables EE S RE A 254,303 193,894
Other payables H e ERIE 95,906 119,443
Accrued expenses FERTE 29,267 42,634
1,172,016 1,125,453
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23 TRADE PAYABLES, OTHER PAYABLES AND 23 ¥ HERIE - KB IRERE

ACCRUALS (Continued) EHERIA (#8)
The ageing of trade payables is as follows: BHRMNERAZREKMNT
As at As at
30 September 31 March
2018 2018
20185 720184
9A30H 3H31H
HK$’000 HK$'000
TFHET FHT
0 - 30 days 0£&30H 405,772 276,949
31 - 60 days 31260H 71,896 79,244
61 — 90 days 61Z290H 4,440 19,596
91 — 120 days 91£120H 2,355 4,345
Over 120 days HBim1208 1,695 -
486,158 380,134
The carrying amounts of trade payables and other payables BHREMNERERAMENEERE ZEERE
approximate their fair values. HEANARBEEE-
24 SHARE CAPITAL 24 BRE
As at As at
30 September 31 March
2018 2018
#2018 720184
9H30H 3H31H
HK$’000 HK$'000
THET FAT
Authorised: JETE
800,000,000 (As at 31 March 2018: 800,000,000/% (7220184
800,000,000) ordinary shares of HK$0.1 3A31H :800,000,000/% )
each BREBIE T EAR 80,000 80,000
Issued and fully paid: EBEITRAR:
587,107,850 (As at 31 March 2018: 587,107,850/% (7220184
587,107,850) ordinary shares of HK$0.1 3A31H :587,107,8508% )
each BREBE0IE T BER 58,710 58,710
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRI O P RIS S I 5T

25 RESERVES 25 GEfl

Financial
asset at
Available- fair value
for-sale  through other
financial -~ comprehensive

Capital assets income
Capital redemption revaluation revaluation Exchange Statutory Other Retained
reserve reserve reserve reserve reserve reserves reserve eamings Total
BARE
HARR
2ERAZ
®E THHESR SREE
Fe31 ] MEER REEMER EfbRR ERER HERR AR REERY ]

HK$'000 HK$'000 HK$'000 HK$ 000 HK$000 HK$'000 HK$'000 HK$ 000 HK$000
FET FET FRT FRT FET FET FRT TR FET

For the period ended #E2018508308

30 September 2018 4R
As at 31 March 2018 R2018F3A31H 135,713 200 (5,949) - 190,489 92,620 17,569 7,051,377 7,482,019
Change in accounting polices (Note 4~ &3t EURES (Hfik4) = = 5949 (6,949) = = = (60,003) (60,003)
Restated tota equity as at 1 Apri 2018 72018%4F18 2

EjlEatE 135,713 200 - (5,949) 190,489 92,620 17,569 7,001,374 7,432,016

Comprehensive income 2EBA
Proft attributable to equity holders ofthe AR BHEEA

Company iyt - - - - - - - 665,423 665,423
Other comprehensive income Ef2ERA
Currency translation differences EXER

- Group -5£@ - - - - (422,718) - - - (422,718)

- Associates -BEDE - - - - (3,260) - - - (3,260)

Revaluation of firancial assets at far value A St EZF AR K2
through other comprehensie income A Z 2 BAEEE

25 - - = (2134 o - - - (2134)
Total other comprehensive income ~ XM2EHKA - - - (2,134) (425,978) - - 665,423 27311
Transactions with owners BREAZRS
Dividend paic Bfike - - - - - = = (322,909) (322,909)
At 30 September 2018 Ho018%9R30R 136,713 200 2 B0y (25489 0620 M50 13388 7346418
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25 RESERVES (Continued) 25 f#fE (#8)
Available-
for-sale
financial
Capital assets
Capital redemption revaluation Exchange Statutory Retained
reserve resernve reserve reserve resenves eamings Total
AHRLE
AXREE  ETEEGEE = B E ETRE REBAEF Et
HKS$'000 HK$'000 HK$'000 HK$'000 HK$ 000 HK$'000 HKS'000
Fign Fin FiEn Fign Fian Fin Fign
For the period ended HE201749A30R
30 September 2017 Jia:i ]
A2 ROERIE 196718 A0 B4 @My %60 6311 6320600
Comprehensive income 2EHA
Proft attributable to equity holders RRAERFAA
of the Company FEiEE - - - - - 520,364 520,364
Other comprehensive income Et2ERA
Currency translation differences ERER
- Group -4£0 - - - 141,514 - - 141,514
- Associates ~BEAF - - - 6,581 - - 6,581
Revaluation of available-for-sale financial A& & B E EH)
assets EEEY - - (1,077) - - - (1,077)
Totalother comprehensive income XWEW@BA - - 0om  wews - 0% 6o
Transactions with owners BEBEAZZS
Diidendpad ___ BNBRE - - - s s ey (2009
At 30 September 2017 R2017£9A308 135,713 200 (.411) 66,660) 92,620 6,508,611 6,665,073
26 BANK BORROWINGS 26 SMITHER
As at As at
30 September 31 March
2018 2018
#2018 720184
9A30H 3H31H
HK$’000 HK$’000
F#EXT FET
Bank borrowings, secured IRITE  GHEE 900,156 -
Bank borrowings, unsecured IRITE N B 450,000 415,000
1,350,156 415,000
As at 30 September 2018, bank borrowings of B2018F9A30H R 1TE K
HK$900,156,000 (as at 31 March 2018: Nil) was secured 900,156,0007% 7t (A2018F 3318 :
by property, plant and equipment with carrying amount of 48 ) 75 LA BR T /& /A603,070,0007% 7T (7
HK$603,070,000 (as at 31 March 2018: Nil), which bear 201853 A3 A M)W WME KX
interest at floating rates ranging from 1.5% — 3.1% (as at 31 HER R - ZFRITEFIRZEF K5
March 2018: Nil) per annum. B FRERE15%%3.1% (720183 A
31H #&) o
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26

27

BANK BORROWINGS (Continued)

As at 30 September 2018, bank borrowings of
HK$450,000,000 (as at 31 March 2018: HK$415,000,000)
were due for repayment within three months, which bear
interest at floating rates ranging from 2.4% — 3.4% (as at 31
March 2018: 1.7% — 1.8%) per annum.

The bank borrowings are denominated in HK$ and USD and
approximate their fair values.

GOLD LOANS

As at 30 September 2018, gold loans of HK$412,334,000
(31 March 2018: HK$140,692,000) represent borrowings
from banks of which the repayment amounts in cash is
pledged with gold prices.

As at 31 March 2018, gold loans of HK$170,591,000
represents borrowing of gold which involved physical
settlement.

As at 30 September 2018, the gold loans are interest
bearing at 1.0% per annum (2017: 2.5%), with original
maturity of 1 — 3 months (As at 31 March 2018: 1 — 6
months) from date of inception.

The net unrealised gain on gold loans arising from change in
fair value of HK$15,253,000 (2017: Nil) has been recognised
in “Other gains/(losses), net” in the condensed consolidated
income statement.

26

27
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SRITER (1)
R2018F9A30H RITE X
450,000,000/ 7T (72201843 H31H :
415,000,000/ 7T ) 7A = & A A 2 #i (&
BoRSRITERRIBNE;E  FF)
R B52.4%%E3.4% (1A2018F3A31H ¢
1.7%%1.8%) °

RITEFRNBTTRETLFHE BEREAR
BE%E-

BeER

R2018F9HF30H &4 B &
412,334,000/8 7t (20184331 H :
140,692,000 7T ) BRTEF  EHEE
BRENESERERE-

N2018F3A31H w4 EE
170,591,000 T AP N EYMRIINEE
E

R2018F9A30H H& B EX1.0%
(20174 : 2.5% ) 2 F FI K5 B - [R £ B
HABEM®KARTIZEIEA (42018
F3H31H 1E6fEA) -

ESBEEANEEHMEEZ RERK
%5 75 58 415,253,000 7T (20174 « 48 )
TREREAESR [ Ealkzs (&
B)FE] RRHER -
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28 COMMITMENTS 28 il
(a) Capital commitments (a) BHFKiE
As at As at
30 September 31 March
2018 2018
#2018% 20184
9A30H 3H31H
HK$’000 HK$’000
FHET FHT
Contracted but not provided for: EETHERIEL B
— property, plant and equipment —WE - BEKEE 65,260 481,712
—investment in an available-for-sale  — &% & —IHAHHE
financial asset PHMEE - 6,923
— investment in a financial asset —REBEARETA
at fair value through other Hih2mlEzemEE
comprehensive income 6,293 -
Total capital commitments contracted & ] #4118 7k V5 4 2 & A
but not provided for AEREE 71,553 488,635
(b) Commitments under operating leases (b) EEHERIE
At the end of the reporting period, the Group had REEER NEEHR T RETF
future aggregate minimum lease payments under non- RIET AT < S HE MR AR
cancellable operating leases in respect of land and YR HEEAENREENT
buildings as follows:
As at As at
30 September 31 March
2018 2018
720185 20184
9A30H 3H31H
HK$’000 HK$'000
TET FAT
Not later than one year —FR 520,784 563,598
Later than one year and not later ~ —F & ETHBETF
than five years 555,716 397,699
1,076,500 961,297
The actual payments in respect of certain operating B TREMEEBRN IR LA
leases are calculated at the higher of the minimum i AR ASE AR AR R IR R S R
commitments as noted above and the amounts —EEALEESBEcRaE
determined based on a percentage of the sales of the He

related outlets.
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28 COMMITMENTS (Continued) 28 i (#)
(c) Future operating lease receipts (c) RREFEEZFHBWR
Future aggregate minimum lease receipts under non- RIRT AT 2 &8 S B MR R 2R
cancellable operating leases in respect of certain WE e BEE THREYSE 2 &IEM
investment properties are as follows: THEEMT
As at As at
30 September 31 March
2018 2018
#2018% 20184
9A30H 3H31H
HK$’000 HK$'000
FHET FHT
Not later than one year —FR 22,015 10,006
Later than one year and not later —FRETBBAF
than five years 196,578 5,544
218,593 15,550
29 CONTINGENT LIABILITIES 29 HRARAR

As at 30 September 2018, the Group had an outstanding
financial guarantee amounting to HK$1,075,000,000 (31
March 2018: HK$898,630,000) issued to several banks
in respect of the 50% of the aggregated amount of bank
facilities granted to an associate. As at 30 September 2018,
the bank facilities utilised by the associate is approximately
HK$1,722,000,000. In the opinion of directors of the
Company, the fair values of these financial guarantees are
not significant at initial recognition as the directors consider
the possibilities of default by the associate is remote.

M2018F9A30H A EFE BT F —
REEARMRTHERTE Z250%
METROTOBHOKREETHER
£1,075,000,0007% 7T (201843 A 31
H : 898,630,000/ Jt) > 201849 A
0H HEAREBHABITREED
1,722,000,0008 L e AR R E ER A%
LHBERNADER S EREL R
BX NRAEEREBE R REANRE
ATEEMET K -
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30

90

RELATED PARTY TRANSACTIONS

The major shareholder of the Company is Luk Fook (Control)
Limited (‘Luk Fook Control”), a company incorporated in
the British Virgin Islands, which directly owns 39.89% of the
Company’s shares. The remaining shares of the Company
are widely held.

Mr. Wong Wai Sheung and his family including Ms. Luk Chui
Yee, Mr. Wong Ho Lung, Danny and Ms. Wong Lan Sze,
Nancy, 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 Company Limited which is the beneficial owner
of 36.72% of issued shares of Luk Fook Control and the
beneficial owner of 1,511,050 shares of the Company. The
remaining shares of Luk Fook Control are held by various
shareholders.

Mr. Wong Wai Sheung, Mr. Wong Ho Lung, Danny, and Ms.
Wong Lan Sze, Nancy are directors of the Company.

(a)  The Group has entered into supplementary licensing
and maintenance agreements with GS Tech Company
Limited (92% owned by the Trust) to acquire a
licence to use certain computer programs and to
receive maintenance services. For the six months
ended 30 September 2018, no licence fee (2017:
HK$2,245,000) was capitalised in the condensed
consolidated balance sheet and maintenance services
fee of HK$1,790,000 (2017: HK$2,204,000) was
charged to the condensed consolidated income
statement, respectively.

30

RMEALZEH
ARTZEEREAAE (BE)AR
RA([AEER])  AREB R B R
BBEMK T AR EEHAAAT
39.89% 15 « A 2 85 T I 13 5 # 35
ﬁo

BERFEERERE (BEERR L
BERLEEREMFL L) REKREE
fE(MER) 22 EZmA - ErRER
HRESTARARZHCEITRAZ
EafA A ERFRESTARARR
TARERRB6.72%E BTN 2 B R
AK1,511,050 AR RN 2 BEmHEA
A RRERBR TR B ZRRIFE -

BEEFLLE BEERAERERFLIY

(a) AEBCDEHLELNEBRERER
A (HoowmhErtlE sl L
FrRF RIS e LUESER
AT B REBHEIRIE 2
2 - B 220189 308 1E /<A
A W (20174 : 2,245,000/ 7 )
BREACKREHRRAEERE
RERME R HEIERRTEE1,790,000/%8
7¢ (20174 : 2,204,0005% 7T ) & R
FIRRAR & B R AR
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30 RELATED PARTY TRANSACTIONS (Continued) 30 BIEALTZEH (&)
Transactions with associates (b) HEBATIZES

EL;E

(b)

(c)

For the six months ended

30 September
#EOA30A LKA
2018 2017
Note HK$’000 HK$’000
M FTET FAT
Sales of goods HEEm 0] 11,570 16,662
Subcontracting fee paid BN BER 0] 14,427 8,605
Rental income AL ON 0] 1,954 1,667
Management fee income BB A [0) 454 411
Purchases of goods e (i) = 4,195
Licensing fee paid ENmEEBER 0] - 114
Interest income onloantoan  ERF—XKEE QA2
associate MR A 11 379 359
0] Sales of goods, subcontracting fee paid, rental income, (i) HEER ENSBEER HaltA -
purchase of goods, licensing fee paid and management fee BE ENREEGBERAREEEK
income were charged at terms based on mutual agreements. AR B 1H 8 T 2 IR -
(ii) As set out in Note 29, the Group had financial guarantee (ii) M EoofTHE  AKERE T —K
amounting to HK$1,075,000,000 (As at 31 March 2018: BENRNRITRERSE FTRTHE
HK$898,630,000) issued to several banks in respect of 79 B 7% JE£ 1R A1,075,000,0007% 7T
banking facilities granted to an associate. (7201843 A31H : 898,630,000/%
JT) °
Balance with associates (c) HBELFZEER
As at As at
30 September 31 March
2018 2018
#2018 20184
9A30H 3H31H
HK$’000 HK$'000
FAET FHEIT
Amount due from an associate JEW — KBt & A EIRIE 9,630 13,173
Amount due to an associate EN—KEERFRE (3,362) (3,555)
Loan to an associate — non-current B3 T —KEE& A T —JEENHER 97,056 94,927
Loan to an associate — current ERT—FRBE AR —A1H - 43,190
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30 RELATED PARTY TRANSACTIONS (Continued) 30 FBRE
(c) Balance with associates (Continued) (c)
Details of the balances with associates are disclosed
in Note 16 and 17 to the condensed consolidated
interim financial information.

(d) Key management compensation (d)
Key management includes directors (executive
and non-executive) and senior management of the
Group. The compensation paid or payable to key
management for employee services is shown below.

ALz H ()
HEENTZER ()

HEE AR EHRABRERES
PRI S E R 16 RITREE -

TEFERMS
FEEREOFEAEEET (1T
RIEHT) REREEAR - HER
1R RBTE SR X EEE
BrBemTe

For the six months ended

30 September
#FoBA30ALLKER
2018 2017
HK$’000 HK$'000
THET FET
Director’s fees B 1,085 1,085
Salaries, allowances and e EREREDN =
benefits-in-kind 31,323 31,113
Contributions to pension plan IRIREFT IR 294 283
32,702 32,481
(e) The Group has entered into a lease agreement of (e) ANEBFHEFBEITERAR (HEE

a premise with tenancy period of 36 months with
New Merit Corporation Limited, an entity jointly
controlled by Mr. Wong Wai Sheung and other two
independent third parties. As at 30 September 2018,
rental deposits of HK$2,550,000 (31 March 2018:
HK$2,550,000) were recognised in the condensed
consolidated balance sheet. For the six months
ended 30 September 2018, rental expenses was
HK$4,268,000 (2017: HK$4,445,000) increased.
These transactions were carried out at terms mutually
agreed between the respective parties.
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BRERSIMEBEILIE =
EEH M EE) Iy —HmESE
& 173 THE A361E A - 20184
9A30HR REPREEERER
R E % $2,550,000/8 T (2018
#3H31H : 2,550,000 7T.) ° &
E2018F9H30H IF/NEA - M
S 54,268,000/ 7T (20174 ¢
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