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CORPORATE
INFORMATION 2=

EXECUTIVE DIRECTORS

Yau On Yee, Annie (Chairman & Chief Executive Officer)
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Chui Chi Yun, Robert

Chan Yue Kwong, Michael

Yau On Yee, Annie

Ng Yi Kum, Estella (appointed on 10 May 2016)
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Chan Yue Kwong, Michael (Chairman)
Chow Chee Wai, Christopher

Yau On Yee, Annie
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Yau On Yee, Annie (Chairman)
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As to Hong Kong law:

Reed Smith Richards Butler
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SESULTS 2@

The board of directors (the “Board”) of Tse Sui Luen Jewellery
(International) Limited (the “Company”) announces the unaudited
consolidated interim results of the Company and its subsidiaries (the
"Group”) for the six months ended 31 August 2016. The interim
results for the six months ended 31 August 2016 have been
reviewed by the Company’s audit committee (the “Audit
Committee”).
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CONSOLIDATED STATEMENT OF

PROFIT OR LOSS gznam

For the six months ended 31 August 2016
HZE 201648 431 HIL/NEA

Turnover
Cost of sales

Gross profit

Other income and (losses)/gains, net
Selling and distribution expenses
Administrative expenses

PROFIT FROM OPERATIONS
Finance costs

PROFIT BEFORE TAX
Income tax expense

PROFIT FOR THE PERIOD

ATTRIBUTABLE TO:
Owners of the Company
Non-controlling interests

EARNINGS PER SHARE ATTRIBUTABLE

TO OWNERS OF THE COMPANY
Basic and diluted
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Six months ended 31 August
BE8AMALAEA

2016

2016 &
HK$'000
BRI
(unaudited)
(RBER)

1,549,954
(796,253)

753,701
(5,482)
(597,968)
(87,933)

62,318
(34,419)

27,899
(16,180)

11,719
11,739

(20)
11,719

5.6 cents &l

2015
20154
HK$'000
BETT
(unaudited)
(Rgs=Rz)

1,752,574
(955,303)

797,271
5,379

(666,864)

(73,364)

62,422
(30,607)

31,815
(16,415)

15,400
15,457

(57)
15,400

7.3 cents 71l



CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME &z2mwxs=

For the six months ended 31 August 2016
#HZE201648 A31 HIE/EA

PROFIT FOR THE PERIOD

OTHER COMPREHENSIVE LOSS
Other comprehensive loss to be reclassified
to profit or loss in subsequent years:
Exchange differences on translation of
foreign operations

OTHER COMPREHENSIVE LOSS
FOR THE PERIOD, NET OF TAX

TOTAL COMPREHENSIVE LOSS
FOR THE PERIOD

Attributable to:
Owners of the Company
Non-controlling interests

REE AR
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Six months ended 31 August
BZE8A3MBLAKEA

2016

2016
HK$'000
BT T
(unaudited)
(RRBERZ)

11,719

(25,600)

(25,600)

(13,881)

(13,861)

(20)

(13,881)

2015
20154
HK$'000
BEET T
(unaudited)
(REgEZ)

15,400

(47,712)

(47,712)

(32,312)

(32,279)

(33)

(32,312)
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CONSOLIDATED STATENMENT OF
FINANCIAL POSITION gammsunsz

At 31 August 2016
7201648 A31A

NON-CURRENT ASSETS
Property, plant and equipment
Intangible assets

Other asset

Prepayments and deposits
Time deposits

Deferred tax assets

CURRENT ASSETS

Inventories

Trade receivables

Prepayments, deposits and
other receivables

Tax recoverable

Time deposits

Cash and cash equivalents

CURRENT LIABILITIES
Trade payables
Other payables and accruals

Derivative financial instruments

Gold loans
Interest-bearing bank and

other borrowings
Convertible bonds
Dividend payable
Finance lease payables
Tax payable

NET CURRENT ASSETS

TOTAL ASSETS LESS
CURRENT LIABILITIES
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11
12

13

14

16

17

At 31 August
2016

#2016 &
8H31H
HK$'000
B¥TT
(unaudited)
(REERK)

138,080
99

500
42,681
34,884
54,308

270,552

1,627,332
217,335

157,513

15,721
163,736
267,354

2,448,991

(347,851)
(242,639)

(79,295)

(614,860)
(359,159)
(5,469)
(408)
(22,133)
(1,671,814)

777177

1,047,729

At 29 February
2016

#2016 &
2H29H
HK$'000
BETT
(audited)
(&%)

139,441
)

500
43,379
71,429
50,692

305,540

1,607,509
254,642

115,517

7,649
181,891
202,549

2,369,757

(271,633)
(244,471)
(3,648)
(98,849)

(610,925)
(12,500)

(1,632)

(23,967)

(1,267,625)
1,102,132

1,407,672



NON-CURRENT LIABILITIES
Other payables and accruals
Convertible bonds

Finance lease payables
Employee benefit obligations
Deferred tax liabilities

NET ASSETS

EQUITY

Equity attributable to
owners of the Company

Issued capital

Reserves

Non-controlling interests
TOTAL EQUITY

FRBEE
HoAth & (50 K% FE AT B
AR A
ENBEEE
EERAED
EEFRIRE R

BEFE

i
AARER AEEEREE

BT
(E 4

FERRRES
A

15
17

18

(6,447)

(10,92;)
(20,353)

(37,722)
1,010,007

(52,584)
(957,568)

(1,010,152)
145

(1,010,007)

(6,656)
(336,041)
(88)
(17,863)
(16,346)
(376,994)

1,030,678

(52,584)
(978,219)

(1,030,803)
125

(1,030,678)
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY ganasn=

For the six months ended 31 August 2016
HZE2016F8 A31 HIEAEA

At 1 March 2015 R015%3718 52,584 123,365 17,169 146,143 108,794 8,600 630,322 7782 1,094,759 (d51) 1,094,308
Profit for the period TEEER = = - - - - 15457 - 15,457 (57) 15400
Other comprehensive loss AERAhEEER:

for the period:

Exchange diferences on translation ~ RE@SNEH ZEH 28

of foreign operations - - - - (47,736) - - - (47,736) % (47,112

Total comprehensive loss THRRAGRLE

forthe period - - . - @) - 15457 - ) 33 @231
Equity-settled share option WREE S nERER

amangement 19 - - 1,257 - - - - - 1,257 - 1,257
Approved fnal dvidends (2014116) B ERERE (2014/15) 9 = = = = = = N (AN A - e
Proposed interim dividend RIERERE (2015/16)

(2015/16) 9 . - . . . - B 35 - . .
At31 August 2015 20155831 A 52,584 123,365 18,426 146,143 61,058 8,600 642,624 3,155 1,055,955 (d84) 1055471
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At1 March 2016 R6EIA1E 17,169 28310 (125) 1,030,678

*

Profit for the period THRER = = - - - - 1739 - 1,739 (20) 1,19
Other comprehensive loss P o
for the period:
Exchange differences on translation AR R R
of foreign operations - - - - (25,600) - - - (25,600) - (25,600
Total comprehensive loss e e
fotheperod - - - - () T - (1) @) (a8
Equity-setlled share option MRS RER
arrangement 19 - - (1,321) - - - - - (1,321) - (1,321)
Approved final dividend (2015/16) BitRERS (2018016) 9 - - - - - = = (5469) (5469) = (5469)
Proposed interim dividend RiERE (201617)
(201617) 9 - - - - - - (3,155) 3155 - - -
At31 August 2016 R2016%8A318 52,584 123,365 15,848* 146,143* 210 8,600 657,747 355 1,010,152 (145) 1,010,007
These reserve accounts comprise the consolidated reserves of * I ERHERBARGEMEIKRERZGERBBE
HK$957,568,000 (29 February 2016: HK$978,219,000) in the 957,568,000 70(2016 62 A 29 H : 5% 978,219,000
consolidated statement of financial position. TT) ©



CONSOLIDATED STATEMENT OF

CASH FLOWS gansnzs

For the six months ended 31 August 2016
HZE 201648 431 HIL/NEA

CASH FLOWS FROM OPERATING
ACTIVITIES
Profit before tax
Adjustments for:
Finance costs
Interest income
(Gain)/loss on disposal of items of
property, plant and equipment
Depreciation
(Reversal)/recognition of equity-settled
share option expense
Movements in employee benefit obligations
(Reversal of provision)/provision for
impairment of inventories
Fair value loss/(gain) on gold loans
designated at fair value through
profit or loss
Fair value loss on derivative financial
instruments

(Increase)/decrease in inventories

Decreasel/(increase) in trade receivables

Increase in prepayments, deposits and
other receivables

Increase in trade payables

Increase in other payables and accruals

Decrease in derivative financial liabilities

Cash generated from operations
Hong Kong profits tax paid
Taxes paid other than Hong Kong

Net cash flows generated from
operating activities
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Six months ended 31 August
BZ8HA31HILAEA

2016

2016
HK$'000
BT T
(unaudited)
(REBER)

27,899

34,419
(3,343)

(21)
28,582

(1,321)
(6,941)

(2,191)

9,788

806

87,677

(36,701)
35,643

(46,866)
79,094
1,989
(4,454)

116,382
(565)
(24,666)

91,151

2015
20154
HK$'000
BT
%unaudited)
RIEEIZ)

31,815

30,607
(3,983)

39
28,013

1,257
918

(106)

88,560

180,258
(18,770)

(28,064)
12,128
11,190

245,302
(874)
(18,577)

225,851



CASH FLOWS FROM INVESTING ACTIVITIES
Interest received
Decreasel/(increase) in time deposits with original maturity
of more than three months when acquired
Purchases of items of property, plant and equipment
Proceeds from disposal of items of property, plant
and equipment

Net cash flows generated from/(used in)
investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from new trade finance
Repayment of trade finance

Proceeds from new bank loans
Repayment of bank loans

Proceeds from new gold loans

Repayment of gold loans

Repayment of other loans

Capital element of finance lease payments
Interest paid

Interest element of finance lease payments

Net cash flows used in financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of

the reporting period
Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS AT THE END OF
THE REPORTING PERIOD

ANALYSIS OF BALANCES OF CASH AND
CASH EQUIVALENTS

Cash and cash equivalents as stated in the
consolidated statement of financial position
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Six months ended 31 August
BZE8A31HLILAHE

2016
2016 F

(unaudited;
(REER

3,343

48,809
(30,567)

2,610
24,195

49,793
(70,431)
66,512
(39,605)
5722
(33,255)
(2,334)
(1,312)
(23,774)
(27)

(48,711)
66,635
202,549
(1,830)

267,354

267,354

E

2015
20154
HK$'000
BB T T

unaudited

*%%ﬁg

3,983

(55,397)
(22.791)

91
(74,114)

8,682
(64,094)
58,340

(103,363)
56,248

(1,342)
(21'587)
(85)
(67,201)
84,536
125,681
(5.121)

205,096

205,096
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS mmsaussszms

1.

16

BASIS OF PREPARATION

This interim financial report has been prepared in accordance
with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange” and the “Listing
Rules”, respectively) and the Hong Kong Accounting
Standard (“HKAS") 34 “Interim Financial Reporting” issued
by the Hong Kong Institute of Certified Public Accountants.

This interim financial report contains condensed consolidated
financial statements and selected explanatory notes. The
notes include an explanation of events and transactions that
are significant to an understanding of the changes in financial
position and performance of the Group since the Group's
financial statements for the year ended 29 February 2016.
These condensed consolidated financial statements and
notes thereon do not include all of the information required for
full set of financial statements prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs")
(which include all HKFRSs, HKASs and Interpretations).
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BASIS OF PREPARATION (continued)

These condensed consolidated financial statements have
been prepared under historical cost convention, except for
derivative financial instruments and gold loans which have
been measured at fair value.

These condensed consolidated financial statements have
been prepared in accordance with the same accounting
policies adopted in the Group's financial statements for the
year ended 29 February 2016, except for the adoption of the
following revised HKFRSs which become effective for
accounting periods beginning on or after 1 March 2016 as
disclosed in note 2 below.

fm BLELZE (1)

AERFERBRE  RITLEERTARES
HENARFEEFE  DRELRAERER

2l o

Br R CH s 2 ATIE R0 2016 23 A 1 B 8k AR
Bt 2 St EIR AR Z ISR 2 BBV BRE
EBI AN - REPLRE M BIRRDIRBAR
EEHE2016F2 A28 It FE 2B R K
R — ST BUR G ©

17



NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS continues) memsaummantis )

2,

18

CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES

The Group has adopted the following revised standards for
the first time for the current period’'s condensed consolidated
financial statements:

Amendments to HKFRS 10, HKFRS 12 Investment Entities: Applying the

and HKAS 28 (2011) Consolidation Exception

Amendments to HKFRS 11 Accounting for Acquisitions of
Interests in Joint Operations
HKFRS 14 Regulatory Deferral Accounts

Amendments to HKAS 1 Presentation of financial

statements: Disclosure initiative

Amendments to HKAS 16 and HKAS 38 Clarification of Acceptable Methods
of Depreciation and Amortisation

Amendments to HKAS 16 and HKAS 41 Agriculture: Bearer Plants
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CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

Amendments to HKAS 27 (2011) Equity Method in Separate
Financial Statements

Annual Improvements Amendments to a number of
2012-2014 Cycle HKFRSs

The adoption of the above revised HKFRSs has had no
significant financial effect on these condensed consolidated
financial statements and there have been no significant
changes to the accounting policies applied in these
condensed consolidated financial statements.

BT RRREEZBE (50
BRGNS RN F) BUABHEAZ
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS continues) memsaummantis )

3a.

20

OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into
business units based on business nature and has three
reportable operating segments as follows:

(@) Retail Business (including Hong Kong, Macau,
Mainland China and Malaysia);

(b)  Wholesale Business; and

(c)  Other Businesses.

Retail Business includes direct retail sale of jewellery products
to end consumers through the physical outlets carrying

the trademark of TSL| %% . It also includes the service fee
income received from provision of retail management services
to other retailers.

3a.
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3a.

OPERATING SEGMENT INFORMATION (continued) 3a.

Wholesale Business includes wholesale sale of jewellery
products to customers.

Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions
about resources allocation and performance assessment.
Segment performance is evaluated based on reportable
segment profit/(loss), which is a measure of adjusted
profit/(loss) before tax. The adjusted profit/(loss) before tax is
measured consistently with the Group's profit before tax
except that finance costs and income tax expense are

excluded from such measurement.

Intersegment sales and transfers are transacted with
reference to the selling prices used for sales made to third
parties at the then prevailing market prices.

KEDRER (B
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NOTES TO THE CONDENSED CONSOLDATED
FINANCIAL STATEMENTS continve) mmisammmanes s

3a. OPERATING SEGMENT INFORMATION (continued) 3a. RESIBERE)
Segment revenue: AWEERE
Sales to external customers HERETINREE 1,297,745 186,474 52,116 1,536,335
Other revenue H AU A 13,619 - - 13,619

1,311,364 186,474 52,116 1,549,954

Segment results: THEE 20,417 30,754 11,147 62,318
Reconciliation: e -
Finance costs BsER (34,419)
Income tax expense FiEHER (16,180)
Profit for the period N P 11,719
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3a. OPERATING SEGMENT INFORMATION (continued) 3a. REFIER (B

Segment revenue: DWEEE:

Sales to external customers HERETINRER 1,547,922 176,659 13,499 1,738,080

Other revenue HAA 14,494 = = 14,494
1,562,416 176,659 13,499 1,752,574

Segment results DEERE 42,477 27,991 (8,046) 62,422

Reconciliation: 8w

Finance costs HBER (30,607)

Income tax expense PEHER (16,415)

Profit for the period AHEAF 15,400
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NOTES TO THE CONDENSED CONSOLDATED
FINANCIAL STATEMENTS continve) mmisammmanes s

3b. GEOGRAPHICAL INFORMATION 3b. HWEEHR
Revenue from external customers IREFEHEEE

Hong Kong and Macau B RORM 592,084 867,629
Mainland China R A 934,093 860,190
Other countries HEMBZx 23,777 24,755
1,549,954 1,752,574
The revenue information above is based on the location of the Pt B R AR TR B PR E D o
customers.
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PROPERTY, PLANT AND EQUIPMENT

During the six months ended 31 August 2016, the Group
acquired items of property, plant and equipment with
aggregate cost of HK$30,567,000 (six months ended 31
August 2015: HK$22,791,000). Items of property, plant and
equipment with net book value of HK$2,589,000 were
disposed of during the six months ended 31 August 2015 (six
months ended 31 August 2015: HK$130,000), resulting a gain
on disposal of HK$21,000 (six months ended 31 August 2015:
loss on disposal of HK$39,000).

M BERRE

REZE2016F8A3MBIEANEARN  A%EE
METEIEME  BEREHE  HERNBE
30,567,000 7T (B, = 201548 4318 L/~ @A :
75 22,791,0007T) © REE 201648 431 H
WEAREAR  REEES TEIBREFEASKE
2,589,000 7T K ¥ %« R B [k 5% 4B (B £ 2015
F8HA3IMALLAEA : B¥E130,0007T)  EHE
FEE N BE® 21,0007T (B Z=2015F8 A31H
WEREA - ZEEEEE39,0007T) ©
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NOTES TO THE CONDENSED CONSOLDATED
FINANCIAL STATEMENTS continve) mmisammmanes s

5.

26

TURNOVER

The principal activities of the Group are the manufacture, sale
and marketing of jewellery products and the provision of
service. Turnover represents the sales value of jewellery
products sold to customers, net of value added tax and
discount, and service income. An analysis of turnover is as

follows:
Sales of jewellery products HEKRE B8
Service income BRASULA

e

ARENEIEXGRNE  HERERKEE
# IR IR o B ERAIMRIEER RITHME
HETEFPZREEMNHEBEZFERR
WA - BRBZAOMWAT -

1,536,335 1,738,080
13,619 14,494
1,549,954 1,752,574



6. PROFIT BEFORE TAX 6. BKRBAZER

The Group's profit before tax is arrived at after charging/ REEBRATRNE G, (GTA) :

(crediting):

Cost of goods sold* SHERA* 798,444 954,385
(Reversal of provision)/provision for (BBEER) BEFER
impairment of inventories A &430)5 8 (2,191) 918
Depreciation e 28,582 28,013
Minimum lease payments in respect of TGS 2 R E R
operating leases™* 94,723 108,268
Employee benefit expense (including EERINFAZ (BEEZHE)
directors’ remuneration):
Wages, salaries and other benefits TITE e hEMETR 292,505 277,225
(Reversal)/recognition of equity-settled (E#),FERAR S E
share option expense ZREREER (1,321) 1,102
Pension scheme contributions*** VA TE M RGR AR GT S R 4,107 4,573
295,291 282,900
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NOTES TO THE CONDENSED CONSOLDATED
FINANCIAL STATEMENTS continve) mmisammmanes s

6. PROFIT BEFORE TAX (continued) 6. PBRFAIEF(E

Equity-settled share option expense to RIELRGHERRARESEE 2

service providers TRk EE A = 155
Fair value loss/(gain) on gold loans EERBRATEEI ERAB ES

designated at fair value through HENAFEBEFER

profit or loss**** (Y ) »**+ 9,788 (106)
Fair value loss on derivative financial MESMIANQ T ERFSE»

instruments**** 806 —
(Gain)/loss on disposal of items of property, ZEE)% - MiE LR HER 2

plant and equipment (FIM), /B (21) 39
Foreign exchange differences, net I R 1,174 1,189

28



PROFIT BEFORE TAX (continued)

*k

*kkk

Cost of goods sold includes HK$47,059,000 (2015:
HK$46,965,000) relating to employee benefit expense,
depreciation, and operating lease payments, which are also
included in the respective type of expenses disclosed
separately above.

Not including commission payments in relation to sales
counters in department stores and shopping malls.

At 31 August 2016, there were no forfeited contributions
available to the Group to reduce its contributions to pension
scheme in future years (2015: Nil).

These amounts are included in “Other income and (losses)/
gains, net” in the consolidated statement of profit or loss. The
purpose of the above gold loans and derivative financial
instruments entered into by the Group is to manage the
Group’s gold price exposure. Such loans and contracts did not
meet the criteria for hedge accounting.

BRBLAT B R (47)

*k

kA

HERL AR B 15 525 47,059,000 7T (2015
iF : JBI1% 46,965,000 ) BIEE B FIF S - T
EREEHEER BB S BFEAL
AP ELEIRRER S o

TEREXNTHEZEBERBANBERFRES
A ©

R2016 F8 A 31 H + REE I # 5 K A H#HH
] 4 7R K4 JE B3R 0K AT & # 5 (2015 4F -
) o

HEBmE L [EMKAR (B W - F
HIPEESMESH LilESHERITE
R TAEEEELREE ZEDERER %
FHERAWIWTITEL BT B IEZ AT
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NOTES TO THE CONDENSED CONSOLDATED
FINANCIAL STATEMENTS continve) mmisammmanes s

7. FINANCE COSTS 7. HM¥ER

An analysis of finance costs is as follows: MBEBRZMIT

Interest on bank loans, overdrafts and BITER  BXRHETERHNFE

other loans 8,842 8,021
Interest on convertible bonds ARREFHF S 23,118 21,435
Interest on finance leases BERESHFE 27 85
Interest on gold loans =2 HERNFE 2,432 1,066

34,419 30,607
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INCOME TAX EXPENSE

Hong Kong profits tax has been provided at the rate of 16.5%
(2015:16.5%) on the estimated assessable profits arising in
Hong Kong during the period. Taxes on profits assessable
other than Hong Kong have been calculated at the rates of
tax prevailing in the jurisdictions in which the Group operates.

Current — Hong Kong RNE— &H/B
Current — Other than Hong Kong INER — BB LGN
Deferred IR

FeHiER

EBEFEHREANRIRR &S 2 5 ER
FREF - REAHE16.5% (20154 : 16.5%)
B EER BB AIMEE 2 ERT AT AIZ
HAr e @A R B -

426 1,774
15,543 16,558
211 (1,917)
16,180 16,415
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NOTES TO THE CONDENSED CONSOLDATED
FINANCIAL STATEMENTS continve) mmisammmanes s

9. DIVIDENDS 9. KR
Interim dividend of HK$0.015 BBk 2 ERE
(2015: HK$0.015) per ordinary share AR EAEE0.015 7T
declared (20154 : /&% 0.0157T) 3,155 3,155
2014/15 approved final dividend of 2014/15 E #tiZ R AR 2
HK$0.037 per ordinary share FiRE AR 0.037 T - 7,782
2015/16 approved final dividend of 2015/16 B #t Az R EARR &
HK$0.026 per ordinary share TR @RS 0.026 7T 5,469 -
8,624 10,937
The interim dividend was not recognised as a liability as at 31 HEARR BRI S BIRE T MRIRE - 02016
August 2016 and 2015 because it was declared after the end FR2015F 8 A31 AYEERAARE -

of the reporting period.
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10.

EARNINGS PER SHARE ATTRIBUTABLE TO
OWNERS OF THE COMPANY

The calculation of the basic earnings per share amount is
based on the profit for the period attributable to owners of the
Company of HK$11,739,000 (2015: HK$15,457,000), and the
weighted average number of ordinary shares of 210,336,221
(2015: 210,336,221) in issue during the period.

No adjustment has been made to the basic earnings per
share amounts presented for the periods ended 31 August
2016 and 2015 in respect of a dilution as the impact of the
share options and convertible bonds outstanding had an
anti-dilutive effect on the basic earnings per share amounts
presented.

10.

RRREEAREERER

BREABMNSEDRABEBEARA A
A A RE1E B F B 1 11,739,000 7T (2015 4F -
76 #515,457,0007T ) R AHIE B 1T & @K
ZhnEF A% 210,336,221 #% (2015 4F -
210,336,221 %) 51 & -

M E Z£2016 %2 2015F 8 A 31 H ILHifE - &K

SEBRTHBRERIRRES A REEN
& HERHHRAN 2 ERELARNIELRE -
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NOTES TO THE CONDENSED CONSOLDATED
FINANCIAL STATEMENTS continve) mmisammmanes s

11. INVENTORIES 1. 7
Raw materials YR 74,284 125,445
Work in progress TR S 114,181 66,556
Finished goods BIFK 1,438,867 1,415,508

1,627,332 1,607,509
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TRADE RECEIVABLES 12. FEUWRBRFX

An aged analysis of the trade receivables as at the end of the REEER - RIBZHZAHROINRE BRE
reporting period, based on the invoice date and net of MFEUEBR R Z BREE AT T -
provisions, is as follows:

Within 1 month 1{EAR 195,982 234,656
1 to 2 months 1Z22@AR 6,526 9,177
2 to 3 months 2Z3EAR 5,216 2,784
Over 3 months HiE3MEA 9,611 8,025

217,335 254,642
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NOTES TO THE CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS continuea)

12.

36

TRADE RECEIVABLES (continued)

The Group's retail sales are normally made on cash basis.
Credit card receivables from financial institutions in respect of
retail sales are aged within one month. Apart from retail
customers, the Group allows an average credit period from 30
to 90 days to other customers. The Group seeks to maintain
strict control over its outstanding receivables to minimise
credit risk. Overdue balances are reviewed regularly by senior
management. In view of the aforementioned and the fact that
the Group’s trade receivables relate to a large number of
diversified customers, there is no significant concentration of
credit risk. The Group does not hold any collateral or other
credit enhancements over its trade receivable balances.
Trade receivables are non-interest-bearing in general.

None of the above amounts is either past due or impaired.
The amounts included in the above balances relate to
receivables for which there was no recent history of default.

A R & B B SR R B aE ()
12. BWERR (&)
FEENTEHE RARERH - HEEH
EME @ REVBHE 2 BEERRER 2K
ROV —EA - BREEFFIN NEEMEM

[}

EFRMFIII0E0R BRI - NEE S
KB R HI R U B 2 FEUER FUA R EEER
b o BERAE SR B IR E T HIE BN - N
SENEREFRERENHZEP  MIAE

BAEFHNEERR o ANEE W& HERER
RES R B AR e T AR E B
B o JEERF—MIT AR S -

bleRRERTECERE - B3 E LM
,\\D%ZE%ﬁﬁﬁﬁﬂﬂﬁ@%@EEﬁZEHﬁZEﬁﬁA °



13. PREPAYMENTS, DEPOSITS AND OTHER 13.
RECEIVABLES
Prepayments TR
Deposits b
Other receivables E A FEUGR
Long-term prepayments and deposits PERIERDEEZ
classified as non-current assets REFEMNREIZE

BNR - B2 REMER

101,892
90,315
7,987

200,194

(42,681)

157,513

61,960
85,605
11,331

158,896

(43,379)

115,517
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NOTES TO THE CONDENSED CONSOLDATED
FINANCIAL STATEMENTS continve) mmisammmanes s

14. TRADE PAYABLES 14. BENERM
An aged analysis of the trade payables as at the end of the RRER  BNEFBREBEEZHBHAE R
reporting period, based on the invoice date, is as follows: BT -

Within 1 month 1EARA 85,508 77,969
1 to 2 months 1Z22@AR 78,160 73,069
2 to 3 months 2Z3@AAR 67,622 37,419
Over 3 months HBiE3EA 116,561 83,176
347,851 271,633

The trade payables are non-interest-bearing. ERBEFE ARE -
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15. OTHER PAYABLES AND ACCRUALS 15. HENSRREER

Other payables H b FE T FR 51,800 42,882

Customer deposits ZFER® 67,868 81,877

Provision for liabilities B SR 24,404 12,372

Accruals et E M 105,014 113,996
249,086 251,127

Other payables and accruals classified as ~ DiEAIERBEEZ

non-current Hib R e &R (6,447) (6,656)
242,639 244,471
Other payables and accruals are non-interest-bearing. BN R REFERYAREE -
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS continve) mmisammmanes s

16.

40

GOLD LOANS
Secured gold loans =eHE — FHEA
Unsecured gold loans HEHE — EERA
Contracted interest rate B HI) =
Original maturity [REIERH

The amounts represent borrowings from banks and the
amounts payable are pegged with gold prices.

As at 31 August 2016, the gold loans of HK$46,721,000 (at
29 February 2016: HK$74,214,000) were secured by several
pledged time deposits of the Group totalling HK$43,314,000
(at 29 February 2016: HK$54,238,000) as disclosed in note
20(b) below.

16. E¢HE

46,721 74,214
32,574 24,635
79,295 98,849

3.0% — 4.0% 3.0% - 5.2%
within 1 year within 1 year

1R 16K/

ZRERRITEE MENRAEEESER
#he o

MR2016F8 A3 A LilZoHEE R B
46,721,000 7T (A 2016 F2 A29H : & ¥
74,214,0007T) A &N & BEREE
43,314,000 7T (742016 F2 42980 : & #
54,238,0007T) 2 & T B SAE BRI -
BRI THIFE20(b) R I E ©



16.

17.

GOLD LOANS (continued)

Gold loans are borrowed to reduce the impact of fluctuation of
gold prices on gold inventories. However, the criteria for
hedge accounting are not fully met. Gold loans are designated
as financial liabilities at fair value through profit or loss as they
are managed and their performance are evaluated on a fair
value basis, in accordance with a documented risk
management and investment strategy, and information about
the gold loans is provided on that basis to the Group’s top
management.

CONVERTIBLE BONDS

Convertible bonds AR ES
Non-current portion e BN EL D
Current portion RENER D

16. EHEE®)

EARSHENENRREESERIBEE
EREZXE - AT FRESEERES
AP ETRE G - ERESHETIR
BEREERREEIMRERBRATEEREEE
BERFERR - WEEERRATEETER
BB aE MABZKSESHEEZENT)
BR-EERETAKREZSEEEASR -

17. WTERES

359,159 348,541
- (336,041)
359,159 12,500
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NOTES TO THE CONDENSED CONSOLIDATED

G E M B RME (E)

FINANCIAL STATEMENTS continuea)

17.

42

CONVERTIBLE BONDS (continued)

On 20 April 2012, the Company issued to CDH King Limited
("CDH") five-year term convertible bonds with a principal
amount of HK$250,000,000 under which CDH has the right to
convert the bonds into ordinary shares of the Company (the
“Shares") at an initial conversion price at HK$6.40 per Share
(the “Convertible Bonds") at any time during the conversion
period, subject to anti-dilutive adjustments. The Convertible
Bonds are unsecured and subordinated to all present and
future non-equity linked indebtednesses of the Company. Any
equity-linked debt securities issued or to be issued are
subordinated to the Convertible Bonds unless the prior
approval of CDH is obtained. The net proceeds are intended
to be used by the Company for general corporate
development and general working capital requirements.

The Convertible Bonds bear interest at the rate of 5% per
annum which are due every year, and mature on the date
falling on the fifth anniversary of the issue date.

17.

AR ES ()

M2012% 4 A20 A + A2 %17 T CDH King
Limited ([CDH) 7~ & & %8 73 /5 % 250,000,000
TTRFRZ AT {ES - COH AR ERAFA
BERF A B A MRESFEIR R AR K TR
(TR ]) - WA EREEERE - MPBRRER
BB 6.40 T ([AT#ARR(ES |) - AIHRES
EEEA LB A RERERARR AR
EERBMET - E 2 BT REIT 2R E
MEBEFANBRAIRRES - BRIESEE
1S CDHHLAE o ANA REIEFTS RIBFEAN —
BEEERREEESHEE -

AR E S B F BB F N R S5% RN E#ETT
HHSEAFRIH



17.

CONVERTIBLE BONDS (continued)

The Company shall redeem the outstanding principal of the
Convertible Bonds at the redemption amount representing an
internal rate of return of 12% per annum on the fifth
anniversary of the issue date of the Convertible Bonds.

The fair value of the liability component was estimated at the
issuance date using an equivalent market interest rate for a
similar bond without a conversion option. The residual amount
is assigned as the equity component and is included in
shareholders’ equity.

As at 31 August 2016, a total of 39,062,500 (at 29 February
2016: 39,062,500) Shares would have been allotted and
issued if all the Convertible Bonds were converted in full.
There was no conversion during the period (six months ended
31 August 2015: Nil).

17.

AR ES (8

RRRARABBRES 2 ETAYREFERF
AHRFREF 12% 2 AEBEHE 2 S 5RO 7]
BRESFNAEARE

& EHHHATREDRARETAEORS
A4 B AR 4 35 2 TR AR 3 -
HRBHHHEARBEHS - L OIER BRI
2 o

2016 5F8 A 31 H - &3£39,062,500 A% (722016
2 FA29H 39,062,500 % ) i 17 #% 7] FE A £
B 1E 5 BB A T T DA BC 3 N 37T o ARHPR
R0 AT AR (E B e (B = 201558 A 31 B IE
NEA ) o
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NOTES TO THE CONDENSED CONSOLDATED
FINANCIAL STATEMENTS continve) mmisammmanes s

18. SHARE CAPITAL

Authorised:
1,500,000,000 ordinary shares of
HK$0.25 each

Issued and fully paid:
210,336,221 ordinary shares of
HK$0.25 each

44

18. B

RTE
1,500,000,000 & & I &
B HE0.25 7L 2 AR 375,000

EEITRAR
210,336,221 B I EE
50,25 7T 2 R 52,584

375,000

52,584



19.

SHARE OPTION SCHEME

The Company's share option scheme was adopted by
shareholders of the Company on 26 November 2003 (“2003
Share Option Scheme”). On 1 March 2013, 15,850,000
options were granted to the directors, employees and service
providers of the Group pursuant to the 2003 Share Option
Scheme in respect of their contributions to the strategic
development of the Group. The exercise price of the options
is HK$4.13 per Share, which is the highest of (i) the closing
price of HK$4.13 per Share as stated in the Stock Exchange’s
daily quotation sheets on the date of grant; and (ii) the
average closing price of HK$4.08 per Share as stated in the
Stock Exchange’s daily quotation sheets for the five trading
days immediately preceding the date of grant; and (iii) the
nominal value of HK$0.25 per Share on the date of grant.

The Group reversed equity-settled share option expense of
HK$1,321,000 during the period ended 31 August 2016 (six
months ended 31 August 2015: recognised expense of
HK$1,257,000) as a result of changes in estimation of the
number of share options expected to vest.

19. MBIRAERE

AN A PR A 2003 FF 11 A 26 B AR RA B8
&gt E1 ([2003 FREMRAERT &) - R D FIRIR
2003 FHERR#ERTE] - M 2013F 3 A1 Hpt A%
BErE% EERREHEMYAEERREE
= 79 = A A E 2 15,850,000 17 BE A o 51
BREZTEEARARGRRHE4.13
T BREERDUTEEZESSE  ()RHR
BB gARERAIRTES
BEABMAN3TT ()RR EEET A
FER S ABIME LT ARERARTHK
mETREE4.087T 0 K(i)A L ARG E
EFREE0.257T -

HREEITENGEENEREREEE  A5H
REZE2016 68 A31 8 L8 A B EMEE R
75 #51,321,000 T 2 FEARE B A (B = 20154 8
A31ALIEREA - HREAEEE1,257,0007T)
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS continues) memsaummantis )

20. PLEDGE OF ASSETS

46

(@)

The Group entered into banking facility arrangements
with two banks pursuant to which certain land and
buildings in Hong Kong with aggregate carrying value
as at 31 August 2016 of HK$52,770,000 (at 29
February 2016: HK$53,678,000) are mortgaged by way
of a first legal charge, as security for, inter alia, all
obligations and liabilities, actual or contingent, from
time to time owing by the Group to the banks.

As at 31 August 2016, time deposits of the Group
denominated in RMB and totalling equivalent to
HK$43,314,000 (at 29 February 2016: HK$54,238,000)
have been pledged to secure several gold loan
contracts outstanding at the end of the reporting period.

As at 31 August 2016, time deposits of the Group
denominated in RMB and totalling equivalent to
HK$155,306,000 (at 29 February 2016: HK$179,558,000)
have been pledged to secure standby letters of credit
relating to a cross border treasury arrangement.

20. EEEF

(a)

AEEEMEIRITEIZIRITIEERE R
B BRI ARENE —ETERR
H AR AER2016F8 A1 HAKREE
7S 52,770,000 7T (742016 F2 A29H ¢
75 53,678,000 7T) 2 A TEE B T i
REFIEEMR - MER(HPBIE)ARE
ERRNERZEFRRITZABERR
B A ERER R

2016 F8 A31H » REBMMUAREEE
BB AL AR E S 15 43,314,000 7T (A
20162 4298 : /& ¥54,238,0007T )
ZEBMFEREEETRBRESARERZ
HoMHESKHZERR -

2016 F8 A31H » "EBMMUAREEE
BB KA E 155,306,000 7T (7
20162 4298 : ##¥ 179,558,000 7T )
ZERFREAEER - LESIRITE D
HRERRIEBETELEEZA -



21. MATERIAL RELATED PARTY TRANSACTIONS

(@)

In addition to the transactions detailed elsewhere in

these financial statements, the Group had the following

transactions with related parties during the six months
ended 31 August 2016:

(i)

(ii)

TSL Manufacturing and Distribution Limited (“TSL
M&D"), a subsidiary of the Company, purchased
raw materials and finished goods from Rosy Blue
Hong Kong Limited (“Rosy Blue HK"”) amounting
to HK$171,062,000 (2015: HK$122,845,000). At
31 August 2016, the amount due to Rosy Blue
HK by TSL M&D was HK$99,911,000 (29
February 2016: HK$42,367,000).

TSL M&D purchased raw materials and finished
goods from Rosy Blue Jewellery (HK) Ltd (“Rosy
Blue J(HK)") amounting to HK$969,000 (2015:
HK$405,000).

21. BEALXRS

(a) BERAMBHRREMLEIFH 22X
A - REEREIZ 201648 A 31 HIER
EANEEREATETUTERRS ¢

RARET— B BAR — #His
BRERDHEARA A ([HnER
i & 9§ 1) [MRosy Blue Hong
Kong Limited ([ Rosy Blue HK ) %
MBE R E#171,062,0007T (2015
F 75 122,845,0007T ) K R H
B B G © 20168 318 -
i 3 B L35 2 ) S FE 1< Rosy Blue
HK #9 7R I8 & 7% 99,911,000 7T (74
201642 A29 1 : #¥ 42,367,000
JT) e

i I Bk 238 & 9 88 #€ Rosy Blue
Jewellery (HK) Limited ([ Rosy
Blue J(HK)]) & A 18 & /& 1§
969,000 7T.(2015 4 : ## 405,000
T0) R B R K @ o
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS continues) memsaummantis )

21,

48

MATERIAL RELATED PARTY
TRANSACTIONS (continued)

(@)

(continued)

(iii)

(iv)

Tse Sui Leun (Guangzhou) Jewellery Company
Limited (“"TSLGZ"), a subsidiary of the Company,
purchased raw materials and finished goods from
Guangzhou Rosy Blue Jewellery Co Ltd (“Rosy
Blue GZ") amounting to HK$21,650,000 (2015:
HK$16,656,000). At 31 August 2016, the amount
due to Rosy Blue GZ by TSLGZ was HK$14,584,000

(29 February 2016: HK$10,398,000).

Excellent Ford Development Limited (“"EF"), a
subsidiary of the Company, sold raw materials to
TSLGZ through Rosy Blue (Shanghai) Diamond
Company Limited (“Rosy Blue SH"), an
authorised diamond trading company in the PRC,
amounting to HK$325,325,000 (2015:

HK$109,613,000).

21.

BEALRS (E)

(iif)

(iv)

RARET—HEMB AR — #in
BOEIMN) BRE AR QA H I
BEMNDREMNERRKESR
ARN([EMERIR D BARER
71 21,650,000 7T (2015 F « B
16,656,000 7T ) #9 JR 1 B I 8 pX
Mo FR2016F 8 A318 « & In B
BN FEA N E BUR M BB A
14,584,0007C(7A2016F2 291 :
7515 10,398,0007T) °

AARIET—HMBAR — @i
BRARATEB—EPERIE
FESAn — &R (L8 #ER
BRAR ([EBIR_EE]) mH m e
&N H AR E 7 15 325,325,000
7L (20154 : 715 109,613,000 7T )
BRI o



21. MATERIAL RELATED PARTY
TRANSACTIONS (continued)

(a) (continued)

(v)

(i) Mr. Tse Tat Fung, Tommy (“Mr. Tommy Tse"),
the spouse of Ms. Yau On Yee, Annie (“Ms.
Annie Yau"), the Executive Director of the
Company, has been employed by a subsidiary of
the Company as the Deputy Chief Executive
Officer — Supplies; (ii) Mr. Tse Sui Luen (“Mr.
Tse Senior"), the father of Mr. Tommy Tse and
father-in-law of Ms. Annie Yau, has been
employed by a subsidiary of the Company as the
Founder. During the reporting period,
remuneration of HK$669,000 (2015: HK$669,000)
and HK$744,000 (2015: HK$722,000) were paid
to Mr. Tommy Tse and Mr. Tse Senior
respectively.

Notional charge of equity-settled share option
expense of HK$97,000 (2015: HK$195,000) and
HK$64,000 (2015: HK$129,000) were accrued for
share options granted to Mr. Tommy Tse and Mr.
Tse Senior respectively.

21.
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() EER L AR RE T KB
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TT ) B 3 3 B 5 HE S 6 744,000 7T
(20154 : B%£722,0007T) BN ©
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS continues) memsaummantis )

21,

50

MATERIAL RELATED PARTY
TRANSACTIONS (continued)

(@)

(continued)

Rosy Blue HK, Rosy Blue J(HK), Rosy Blue GZ, and
Rosy Blue SH are subsidiaries of Prime Investments
S.A., a preference shareholder of Partner Logistics
Limited (”Partner Logistics "), whose board of directors
is controlled by Mr. Tommy Tse, the ultimate controlling
party and substantial shareholder of the Company. The
transactions in respect of items (i) to (iv) and (vi) were
not continuing connected transactions under Chapter
14A of the Listing Rules. In the opinion of the directors
of the Company, the transactions were carried out on
normal commercial terms and in the ordinary course of

business.

The related party transactions in respect of item (v)
above constitute continuing connected transactions as
defined in Chapter 14A of the Listing Rules. Since the
amounts in respect of item (v) are below de minimis
threshold for the purposes of Rule 14A.76 of the Listing
Rules, item (v) is fully exempt from shareholders’
approval, annual review and all disclosure requirements

under the Listing Rules.

21.
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21. MATERIAL RELATED PARTY 21, BEALXRS @)
TRANSACTIONS (continued)

(b) Compensation of key management personnel of the (b)y TEEFZEBABMS :

Group:

Short term employee benefits EEE SRR 4,991

Equity-settled share option arrangement ARG HEAE S ~ BE RS HE 22 BE (869)

Post-employment benefits ERZER 23
4,145

4,604
518

5,149
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NOTES TO THE CONDENSED CONSOLDATED
FINANCIAL STATEMENTS continve) mmisammmanes s

22. COMMITMENTS 22, &
At 31 August 2016, capital commitments in respect of items MR2016F8 A31H B BERKRED
of property, plant and equipment were as follows: BAREAENT
Contracted, but not provided for BEY  BR1ERE 4,089 675
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23. FAIR VALUE AND FAIR VALUE HIERARCHY OF

FINANCIAL INSTRUMENTS

23.

The carrying amounts and fair values of the Group's financial

instruments, other than those with carrying amounts that
reasonably approximate to fair values, are as follows:

Financial liabilities

Derivative financial
instruments

Gold loans

Interest-bearing bank and
other borrowings

Convertible bonds

Finance lease payables

B EE
TESRMTA

aeHE
AERITERR
Hi &
AR A
ENRERE

TMIAZAFEERAFEESR

BETERAIEABMENFEEBE ZHBT
A5 AEBENMBETAZREEREATE

BT

79,295

614,860
359,159
408

1,053,722

3,648
98,849

610,925
348,541
1,720

1,063,683

79,295

614,860
385,542
408

1,080,105

3,648
98,849

610,925
375,884
1,720

1,091,026
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NOTES TO THE CONDENSED CONSOLDATED
FINANCIAL STATEMENTS continve) mmisammmanes s

23. FAIR VALUE AND FAIR VALUE HIERARCHY OF 23. SRMITAZATEERK
FINANCIAL INSTRUMENTS (continued) DNPEESER
Fair value hierarchy: ATFEEER:
The following tables illustrate the fair value measurement TREINASEESBMIAZATFEAENZ
hierarchy of the Group’s financial instruments: S
Liabilities measured at fair value: B FEEFEZERS

Financial liabilities HEaE
Gold loans =2¢HE 79,295 = - 79,295
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23. FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy: (continued)

The following tables illustrate the fair value measurement
hierarchy of the Group's financial instruments: (continued)

Liabilities measured at fair value: (continued)

Financial liabilities

Derivative financial
instruments

Gold loans

23.

ERMIAECZAFEER
AEEEER B

DPEESER : (B

TERE2INAEESRIAZATEENE
E4 o (8)

BAFEETEZEE  (B)

g 3=Y
TEERTA

BeHE 98,849
98,849

3,648 - 3,648
- - 98,849
3,648 - 102,497
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NOTES TO THE CONDENSED CONSOLDATED
FINANCIAL STATEMENTS continve) mmisammmanes s

23.

56

FAIR VALUE AND FAIR VALUE HIERARCHY OF 23. SWMIAZAFEER

FINANCIAL INSTRUMENTS (continued) AFEEER(E)

Fair value hierarchy: (continued) AFEEEL : (B)

The following tables illustrate the fair value measurement TEREIASEESHIAZATEAENZ
hierarchy of the Group's financial instruments: (continued) S (48)

Liabilities for which fair values are disclosed: BRAFEEKEZEE

Financial liabilities g 3=V
Interest-bearing bank and & ESRTEF R

other borrowings Hi &R - - 614,860 614,860
Convertible bonds AgRES - - 385,542 385,542
Finance lease payables ENRERE - - 408 408

- - 1,000,810 1,000,810



23. FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy: (continued)

The following tables illustrate the fair value measurement
hierarchy of the Group's financial instruments: (continued)

Liabilities for which fair values are disclosed: (continued)

Financial liabilities
Interest-bearing bank and
other borrowings
Convertible bonds
Finance lease payables

HHRE
SHRRTERR
EE N
AR A
EfRAHRE

23.

ERMIAECZAFEER
AEEEER B

DREEER - (B

TRENAKEERTAZ R FEEE

4 (%)

BAFEEREZEE  (F)

- 610,925
- 375,884
- 1,720

= 988,529

610,925
375,884
1,720

988,529
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS continues) memsaummantis )

23.

58

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

During the period ended 31 August 2016, there were no
transfers of fair value measurements between Level 1 and
Level 2 and no transfers into or out of Level 3 for both
financial assets and financial liabilities (29 February 2016:
Nil).

Management has assessed that the fair values of cash and
cash equivalents, time deposits, trade receivables, trade
payables, financial assets included in prepayments, deposits
and other receivables, financial liabilities included in other
payables and accruals approximate to their carrying amounts
largely due to short term maturities of these instruments.

23.
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23.

FAIR VALUE AND FAIR VALUE HIERARCHY OF 23.

FINANCIAL INSTRUMENTS (continued)

The Group's finance department headed by the Chief
Financial Officer is responsible for determining the policies
and procedures for their fair value measurement of financial
instruments. The finance team reports directly to the Chief
Financial Officer. At the end of each reporting period, the
finance team analyses the movements in the values of
financial instruments and determines the major inputs applied
in the valuation. The valuation is reviewed and approved by
the Chief Financial Officer.

The fair values of the financial assets and liabilities are
included at the amount at which the instrument could be
exchanged in a current transaction between willing parties,
other than in a forced or liquidation sale. The following
methods and assumptions were used to estimate the fair

values:

SRMIAZAPEER
DFEESER B

HARENERVBRETENTBEEREE
BEEERTANAFEENEZBRMER
MHESRERAERVHAERR - E8 KK
FHR - MHEEOMER T ANEEZESHM
EEHERANIZHE - HESKERUS
B 2 MBI RALAE o

MHREERABBZAFEERE KTRAIFR
HE AT EBNEMRXZHZTAAR
B2 EBAR - AR FEESERATATH
/f&{gj*ﬁ :
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS continues) memsaummantis )

23.

24,

60

FAIR VALUE AND FAIR VALUE HIERARCHY OF 23.

FINANCIAL INSTRUMENTS (continued)

The Group’s own non-performance risk for non-current
portion of finance lease payables as at 31 August 2016 was
assessed to be insignificant. The fair value of the liability
portion of the convertible bonds is estimated by discounting
the expected future cash flows using an equivalent market
interest rate for a similar convertible bond with consideration
of the Group’s own non-performance risk. The fair values of
derivative financial instruments and gold loans is based on
open market prices of gold.

APPROVAL OF INTERIM FINANCIAL REPORT 24,

This interim financial report was approved by the Board on
27 October 2016.

ERMITAZAFEER
RPEEFRE

AEMP2016F8 A3 AR ENRMELEN
FERBEMEE 2 TEHNRBRYF G AIEE
Ko ABRESZNAESD 2 X FEETRA
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EBESRERBRTS ZEBEE

2 eh B B S R o 2 HE A

EEEMN2016F10 427 B - @B Rtz ARH
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INTERIM
DIVIDEND w#mme

The Board has resolved to declare an interim dividend of 1.5 HK
cents per Share for the six months ended 31 August 2016 (2015:
1.5 HK cents per Share) to shareholders whose names appear on
the Register of Members of the Company on Friday, 18 November
2016. The interim dividend will be paid on Wednesday, 23
November 2016.

EEERGEMKREEE2016F8 A31ALENEA
2RI B TR B 1.51L (2015 4F - R
A5l FR2016F11 B18B (28 H) B3R
RATIRER B 2R - FEIR SR 2016511 A
23R (EH=) ke -

CLOSURE OF REGISTER
OF MEMBERS zswzgpnaszeza

The Register of Members of the Company will be closed from
Thursday, 17 November 2016 to Friday, 18 November 2016, both
days inclusive, during which period no transfer of shares will be
registered. In order to qualify for the interim dividend, all completed
transfer forms accompanied by the relevant share certificates must
be lodged with the Company’s Branch Share Registrar, Tricor
Secretaries Limited of Level 22, Hopewell Centre, 183 Queen'’s
Road East, Hong Kong no later than 4:30 p.m. (Hong Kong Time)
on Wednesday, 16 November 2016.

20164 11 A17 B (Z2HM)E2016411 A18H (£
HH) BRMXBEEA ARASEEHERN
BEETFE - MRATERBIRTHRE - BRA
R20165 11 A16 B (M=) TFOE=12 (F&
5 ) A #5308 P SO RIAR BB R X B A R Rl i A 58
FERIRFERERHERAAMESTTE
i AEB 2R AER183FAMF 02248 -
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MANAGEMENT'S DISCUSSION
AND ANALYSIS zmrisrsin

OVERALL FINANCIAL RESULTS

For the first half of the financial year 2016/2017 (the “First Half"),
the Group's sales turnover decreased by 11.6% from HK$1,753
million to HK$1,550 million. The profit attributable to owners of the
Company declined by 24.1% from HK$15.5 million to HK$11.7
million. Earnings per share attributable to owners of the Company
were 5.6 HK cents (2015: 7.3 HK cents per share).

The decline in sales and profit attributable to owners of the
Company in the First Half was mainly attributable to a significant
year-on-year drop in retail sales activity in Hong Kong resulting from
a continued reduction in the number of tourists visiting from
Mainland China. We believe that the reduction in the number of
tourists visiting Hong Kong from Mainland China and also their
reduced consumption sentiment was mainly due to the
comparatively stronger Hong Kong dollar and the ongoing
uncertainties being experienced in both the global and local
economic and political arenas. On a more positive note, we are
pleased to report that the Group's overall performance was buoyed
by the encouraging growth of our Mainland China businesses,
especially our franchise business.
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REVIEW AND OUTLOOK

Retailing Business

Hong Kong and Macau

As mentioned above, in the First Half, our Hong Kong & Macau
businesses witnessed a continuation in the drop of the number of
tourists visiting from Mainland China together with a weakening in
their overall consumption sentiment, all of which conspired to result
in a decrease in overall tourist and other customer’s spending in
these markets. In addition, due to an increase in the gold price of
more than 6.9% during the First Half (due to uncertainties in the
global economy and the impact of “Brexit”), the total weight of gold
sold slipped by almost 27.0%. As a result, the sales turnover in
Hong Kong and Macau decreased by 32.6% and same store sales
growth for all businesses in the regions decreased 31.4% during the
First Half.

In order to offset the effects of the above and to enable the Group
to expand sales by exploring new consumer groups and attracting
more market attention, the Group introduced limited-time offers on
its gold products and developed a number of new products with the
aim of enriching our product collections, customer experience as
well as to better cater to our different customers’ needs.

[E] B8 2 Al &=

TEER

EBRHAFT

BRI - EEFRBEANMBR SRR IREA
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MANAGEMENT'S DISCUSSION

AND ANALYSIS (continued) BEREWREII(E)

REVIEW AND OUTLOOK (continued)
Retailing Business (continued)
Hong Kong and Macau (continued)

An example of the above is the Nova collection which was one of
the Group's new jewellery design that was positioned to be good
value for money and to appeal to the “office lady” clientele. In
addition, to reinforce the Group's brand positioning as a wedding
expert, our Park Lane flagship store was transformed into a
wedding concept jewellery store with a wedding pop-up corner. This
project has received a warm reception by wedding customers since
its launch in August 2016.

Given the challenging market situation, the Group will keep
reviewing and adjusting its store network in Hong Kong in order to
reduce its operating costs and to better reach and serve its
customers. The renewal of tenancy agreements for our retail shops
will also be critically examined to ensure that it is strategically and
commercially sensible. During the First Half, there was a downward
rental adjustment for shop leases that came up for renewal. Rental
expenditure for our Hong Kong and Macau shops dropped by
14.4% in the First Half. Subject to the availability of appropriate
locations and a reasonable level of rental expenses, we target to
open two new retail stores this year in order to broaden our store
network in Hong Kong and maintain a good mix of attractive

locations to serve our customers.
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REVIEW AND OUTLOOK (continued)

Retailing Business (continued)

Mainland China

Our retail business in Mainland China grew by 5.0% during the First
Half with same store sales growth increasing by 1.5% during this
same period. This business accounted for 44.9% of the Group’s
total turnover.

During the First Half, our franchised store business in Mainland
China continued to expand. 16 new stores were opened under the
Group's franchising model, representing a net increase of
franchised stores from 83 to 98 which, when coupled with our 197
self-operated stores, meant the Group had 295 stores in total in
Mainland China extending its footprint to 105 cities. The Group will
regularly review its store network and increase the store opening
pace to better reach and serve our customers.

The Group continues to put more focus on the development and
expansion of our end-user market and on our unique brand
positioning of quality design and craftsmanship. The Group will also
continue to explore the possibility of further cooperations with
various fashion or jewellery industry participants with a view to
offering our customers more unique lines of jewellery products.

(=] B & A =% ()
BEEY (B)
HEA
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MANAGENMENT'S DISCUSSION
AND ANALYSIS (continued) BEREWREII(E)

REVIEW AND OUTLOOK (continued)
Retailing Business (continued)
Mainland China (continued)

The Group believes that the appetite for luxury jewellery for
personal use in Mainland China by the rising middle class will
remain strong. The rising disposable income, in particular among
the female population, and the rising women'’s job market
participation rate, is the strong force behind this belief.

Malaysia

Our Malaysia retail business dropped by 8.4% during the First Half.
The Group seized an opportunity to open a brand new retail shop in
Subang Jaya, Selangor in June 2016 so as to enhance the sales
network in Malaysia. Looking ahead, the Group remains optimistic
but at the same time prudent towards the growth prospects of this
business. Should the opportunity arise, it will seek to open another
one to two more stores in Malaysia in the forthcoming year.

Wholesale Business

As previously mentioned, 16 new stores were opened under the
Group's franchising model during the First Half bringing the total
number of franchised stores to 98 as at 31 August 2016. The Group
will continue to explore more opportunities to work with local
business partners to facilitate a more rapid growth of the Group's
franchise store sales network. The Group is looking forward to
increasing its franchise sales network and shop opening momentum
shall be maintained in Mainland China in the forthcoming years.
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REVIEW AND OUTLOOK (continued)

Other Business

The Group further extended its e-business platform during the First
Half with the result that turnover for this period increased by 5 times
when compared with turnover achieved in the same period last
year. The Group will continue to explore more new channels to
complement its existing e-business platform and the Group’s brand.

The Group expects that its e-business channel will be able to
maintain this high growth rate in the second half of this year.

FINANCIAL STRUCTURE

Capital expenditure, comprising mainly store renovation and
expansion, furniture & fixtures and machinery, incurred during the
First Half amounted to approximately HK$31 million (2015: HK$23
million), which was mainly financed by borrowings and funds
generated from internal resources.

As at 31 August 2016, the Group's interest-bearing liabilities
decreased to HK$1,054 million from HK$1,060 million as at 29
February 2016. Net borrowings (total interest-bearing liabilities less
cash and cash equivalent and time deposits) decreased from
HK$604 million to HK$588 million.
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MANAGENMENT'S DISCUSSION
AND ANALYSIS (continued) BEREWREII(E)

FINANCIAL STRUCTURE (continued)

The net gearing ratio (the ratio of total interest-bearing liabilities
(less cash and cash equivalents and time deposits) to total equity)
slightly decreased from 59% to 58% during the First Half and is at a
healthy level. All borrowings of the Group are denominated in Hong
Kong dollars or RMB. Interest on bank borrowings is calculated on
either the inter-bank interest rate or the prime rate or the benchmark
interest rate while interest on convertible bonds is fixed.

As at 31 August 2016, the Group had time deposits and cash and
bank balances and undrawn banking facilities of approximately
HK$466 million and HK$173 million respectively which, in the
opinion of the directors, should be sufficient to meet the Group’s
present working capital requirements.

On 13 September 2016, certain subsidiaries of the Company as
borrowers together with the Company as guarantor entered into a
five-year syndicated loan facilities agreement with four leading
international financial institutions. Pursuant to which term loan
facilities in the aggregate amount of HK$573 million, inclusive of an
exercised greenshoe option upsize of HK$23 million, has been
granted to the borrowers for a term of 5 years from the date of the
first utilisation of such facilities. The Board is of the opinion that
entering into this facilities agreement provides a stabilized basis of
general working capital to the Group.
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EXCHANGE RATES

During the First Half, the transactions of the Group were mainly

denominated in local currencies and United States dollars. The

impact of any fluctuation in the exchange rate of these currencies to

the Group is minimal.

CHARGE ON GROUP ASSETS AND CONTINGENT
LIABILITIES

(a)

The Group entered into banking facility arrangements with
two banks pursuant to which certain land and buildings in
Hong Kong with aggregate carrying value as at 31 August
2016 of HK$52,770,000 (at 29 February 2016: HK$53,678,000)
are mortgaged by way of a first legal charge, as security for,
inter alia, all obligations and liabilities, actual or contingent,
from time to time owing by the Group to the banks.

As at 31 August 2016, time deposits of the Group
denominated in RMB and totalling equivalent to
HK$43,314,000 (at 29 February 2016: HK$54,238,000) have
been pledged to secure several gold loan contracts
outstanding at the end of the reporting period.
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MANAGENMENT'S DISCUSSION
AND ANALYSIS (continued) BEREWREII(E)

CHARGE ON GROUP ASSETS AND CONTINGENT
LIABILITIES (continued)

(c) Asat 31 August 2016, time deposits of the Group
denominated in RMB and totalling equivalent to
HK$155,306,000 (at 29 February 2016: HK$179,558,000)
have been pledged to secure standby letters of credit relating
to a cross border treasury arrangement.

The Group did not have any material contingent liabilities not
provided for in the financial statements as at 31 August 2016.

HUMAN RESOURCES

As at 31 August 2016, the total number of employees of the Group
was approximately 3,390 (29 February 2016: 3,420). The change
was mainly due to normal staff turnover, minor headcount
adjustment of sales teams in Hong Kong and delayed recruitment in
light of the uncertain business environment. There were no major

changes in human resource policies.

Employees are rewarded on a performance basis with reference to
market rates. Other employee benefits include medical cover and
subsidies for job-related continuing education. Retail frontline staff
are provided with formal on-the-job training by internal senior staff
and external professional trainers. There are discussion forum and
in-house seminars for experience sharing.
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HUMAN RESOURCES (continued)

Notwithstanding the foregoing, human resources policies, capital
structure, financial policies, exposure to foreign exchange rates,
capital expenditure planning, contingent liabilities and charges on
Group's assets did not differ materially during the period under
review from the information presented in the last annual report.
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OTHER
INFORMATION zuas

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY

As at 31 August 2016, the interests and short positions of the
directors and chief executive and/or their respective associates of
the Company in the shares, underlying shares and debentures of
the Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance
(“SFQ")), which were required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions which they were taken
or deemed to have under such provisions of the SFO), or which
were required to be entered in the register maintained by the
Company pursuant to section 352 of the SFO, or which were
required to be notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code"), were as follows:
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND EERBSTHAEBRAQT ZKRH - 1HEE
SHORT POSITIONS IN SHARES, UNDERLYING SHARES BOREEENERZRAA (&)
AND DEBENTURES OF THE COMPANY (continued)

(i) Interests and long positions in issued shares of the (i) REQATHNERTROZEZRFR
Company
Yau On Yee, Annie 100,000 152,960,917 1,210,000 73.92%
iy (Notef#73 1) (Notesfiizt 28.3)
4,000 1,210,000
(Noteliiz# 1) (Notesfffzt 2 & 3)
(ii) Erwin Steve Huang 100,000 - - - - - 0.05%
Bk
*  The percentage was calculated based on 210,336,221 ordinary ¥ BSHEER2016F 8 A 31 HE #77210,336,221
shares in issue as at 31 August 2016. REBRETE -

73



OTHER
I N FOR MATI O N (continued) HMEHE (&)

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND EERESTHRAERAQTZRM - 1HE8
SHORT POSITIONS IN SHARES, UNDERLYING SHARES BOREEERNEZRAR ()
AND DEBENTURES OF THE COMPANY (continued)

() Interests and long positions in issued shares of the (i) REATNEBRITROZERRFRE (B)
Company (continued)

Notes: B

1. 152,960,917 ordinary shares are held by Partner Logistics 1. 152,960,917 & & i fig 75 B Partner Logistics
Limited, a company which is owned and controlled by Blink Limited 35 + Z N Bl #EIE S E (BARE]
Technology Limited. Blink Technology Limited is wholly and HITEELTHEL LT ZHE) S EEREE
beneficially owned by Mr. Tse Tat Fung, Tommy, the spouse of Blink Technology Limited # 4 J # %l - 1R 1%
Ms. Yau On Yee, Annie, an Executive Director of the Company. EREEIRY X ELZTREAEFRAL
By virtue of the SFO, Ms. Yau On Yee, Annie is deemed to be Partner Logistics Limited #5 2 Fi G iR 17,2 #
interested in all the shares held by Partner Logistics Limited. e
4,000 ordinary shares were bought by Mr. Tse Tat Fung, G U S A OB RS AT BE B 4,000 AR AR - 1R
Tommy on the Stock Exchange. By virtue of the SFO, Ms. Yau BESREERY L EL WA AFER
On Yee, Annie is deemed to be interested in all the shares held SIS I BRI .2 s -

by Mr. Tse Tat Fung, Tommy.

2. 1,210,000 share options were granted to each of Ms. Yau On 2. R2013F3 A 1H » 2 FIRFEEZEL + R
Yee, Annie and Mr. Tse Tat Fung, Tommy on 1 March 2013. FFIESE AR N2 1,210,000 BL 172 FE AR 1E -
By virtue of the SFO, Ms. Yau On Yee, Annie is deemed to be RIFZLERHEIEH R EL T REAIEE
interested in all the share options of the Company granted to HEIB A BRI s -

Mr. Tse Tat Fung, Tommy.
3. Duplication occurred in respect of the same blocks of share 3. FERRIE—BEZIR [ (i) KA LB 15RF AR (7 91

options as separately set out under section (ii) “Interests in 25/
underlying shares of the Company’.
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DIRECTORS' AND CHIEF EXECUTIVE'S INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY (continued)

(ii) Interests in underlying shares of the Company
As at 31 August 2016, the directors of the Company had
interests in option to subscribe for shares of the Company as
follows:

Yau On Yee, Annie 01/03/2013 1,210,000
ik

Note:

The closing price of the Company’s shares traded on the Stock
Exchange on 1 March 2013 was HK$4.13, being the date on which
the relevant options were offered for grant.

EERRSTRAERAQT 2R - 1HEA
ROk ERERNERRKXAE (8

(i) RAEQXREERGHESR
MK2016F8A31H  ARRESTHHARE
ANBIRR G BB =T

1210000 HKS4.13 15%: 0110912014 —
(Note57) 2900212020

15%: 0110312015 —

2900202020

30% 0110312016

290022020

40%: 0110302017 —

2900212020

st -
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OTHER
I N FOR MATI O N (continued) HftbE&#E (&)

DIRECTORS' AND CHIEF EXECUTIVE'S INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY (continued)

Other than as disclosed above, as at 31 August 2016, none of the
directors, chief executive and their respective associates of the
Company, had any other interests or short positions in the shares,
underlying shares and debentures of the Company or its associated
corporations (within the meaning of Part XV of the SFO) which
required notification to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which any such director or chief
executive of the Company is taken or deemed to have taken under
such provisions of the SFO); or which were required pursuant to
section 352 of the SFO to be entered into the register maintained by
the Company; or which were required, pursuant to the Model Code
contained in the Listing Rules, to be notified to the Company or the
Stock Exchange.

SUBSTANTIAL SHAREHOLDERS' AND OTHER
PERSONS’' INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES OF THE COMPANY

As at 31 August 2016, the interests, all being long positions, of any
substantial shareholders or other persons (not being directors or
chief executive of the Company) in the shares and/or underlying
shares of the Company which have been disclosed to the Company
pursuant to the provisions of Divisions 2 and 3 of Part XV of the
SFO and have been recorded in the register required to be kept by
the Company pursuant to section 336 of the SFO were as follows:
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SUBSTANTIAL SHAREHOLDERS' AND OTHER
PERSONS' INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES OF THE
COMPANY (continued)

FERRREMATRAATRG RAERRK
DR ERNESERKE (5)

Partner Logistics Limited (Note /7% 1) Benef C|al owner 152,960,917 72.72%
Bk
(i) Blink Technology Limited (Note ff## 1) Interest of controlled corporation - 152,960,917 72.72%
SHEHI R A
(i) tlzz?}ez Et Fung, Tommy (Note/if7# 1) Intg%slt of controlled corporation - 152,960,917 72.72%
il 1A
Interest of spouse 1,210,000 100,000 0.62%
[ 2 op 5o
Beneficial owner 1,210,000 4,000 0.58%
ESHEEA
(iv) Prime Investments S.A. (Note /3t 2) Interest of controlled corporation - 152,960,917 72.72%
SR A
(v) Rosy Blue Investments S.a.R.L. Interest of controlled corporation - 152,960,917 72.72%
(Notelfi&# 2) SEE A Bl
(vi)  Asiya Trust Co. Pte. Limited (Note ffz# 2) }[[l;tie - 152,960,917 72.72%
Aan
(viiy  Viraj Russell Mehta (Note /7% 2) Settlor of discretionary trust - 152,960,917 72.72%
MEEFZHERTA
(vii)  CDH King Limited (Notes//a# 3 & 4) Beneficial owner - 39,062,500 18.57%
EnHEEA (Notefffzt 3)
(ix) CDH Fund IV, L.P. (Note/f{a# 4) Interest of controlled corporation - 39,062,500 18.57%
RS R RS (Notefffzt 3)
(x) CDH IV Holdings Company Limited Interest of controlled corporation - 39,062,500 18.57%
(Notefffzt 4) S A RS (Note &+ 3)
(xi) China Diamond Holdings IV, L.P. Interest of controlled corporation - 39,062,500 18.57%
(Notefffzt 4) S QRS (Note &+ 3)
(xii)  China Diamond Holdings Interest of controlled corporation - 39,062,500 18.57%
Company Limited (Note 15+ 4) S A RERS (Notefffit 3)
* The percentage was calculated based on 210,336,221 ordinary H 7L R ZER20164F 8 A31H E #177210,336,221

shares in issue as at 31 August 2016. REBRTE -
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OTHER
I N FOR MATI O N (continued) HMEHE (&)

SUBSTANTIAL SHAREHOLDERS' AND OTHER
PERSONS’' INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES OF THE
COMPANY (continued)

Notes:

1. 152,960,917 ordinary shares are held by Partner Logistics Limited, a
company which is owned and controlled by Blink Technology Limited.
Blink Technology Limited is wholly and beneficially owned by Mr. Tse
Tat Fung, Tommy, the spouse of Ms. Yau On Yee, Annie, an
Executive Director of the Company. By virtue of the SFO, Blink
Technology Limited, Ms. Yau On Yee, Annie (her deemed interest is
disclosed under the section “Directors’ and Chief Executive’s Interests
and Short Positions in shares, Underlying Shares and Debentures of
the Company”) and Mr. Tse Tat Fung, Tommy are deemed to be
interested in all the shares held by Partner Logistics Limited.

100,000 ordinary shares are held by Ms. Yau On Yee, Annie resulting
from the exercise of share options of the Company on 10 July 2009.
By virtue of the SFO, Mr. Tse Tat Fung, Tommy is deemed to be
interested in all the shares held by Ms. Yau On Yee, Annie.

1,210,000 share options of the Company are held by Ms. Yau On
Yee, Annie. By virtue of the SFO, Mr. Tse Tat Fung, Tommy is
deemed to be interested in all the share options of the Company held
by Ms. Yau On Yee, Annie.

Another 1,210,000 share options of the Company are held by Mr. Tse

Tat Fung, Tommy and 4,000 shares were bought by him in the Stock
Exchange.
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SUBSTANTIAL SHAREHOLDERS' AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES OF THE
COMPANY (continued)

Notes: (continued)

2. These ordinary shares, relating to the same block of shares
mentioned in note 1 above, are held by Partner Logistics Limited, a
company which is owned and controlled by Blink Technology Limited.
Prime Investments S.A. is the preference shareholder of Partner
Logistics Limited. Prime Investments S.A. is wholly owned by Rosy
Blue Investments S.a.R.L., which in turn is wholly owned by Asiya
Trust Co. Pte. Limited. Mr. Viraj Russell Mehta is the settlor and a
beneficiary of a discretionary trust (the “Trust”), which in turns holds
the entire interest in Rosy Blue Investments S.a.R.L. through Asiya
Trust Co. Pte. Limited, as trustee of the Trust. By virtue of the SFO,
each of Prime Investments S.A., Rosy Blue Investments S.a.R.L.,
Asiya Trust Co. Pte. Limited and Mr. Viraj Russell Mehta, is deemed
to be interested in all the shares held by Partner Logistics Limited.

3. Pursuant to the subscription agreement dated 31 March 2012 (the
“Subscription Agreement”) entered into between the Company and
CDH King Limited (“CDH”), the Company has issued to CDH, a
principal amount of HK$250,000,000 five-year term convertible bonds
(the “Tranche 1 Bonds”) on 20 April 2012 under which CDH could
convert the Tranche 1 Bonds into 39,062,500 ordinary shares of the
Company with an initial conversion price at HK$6.40 per share during
the conversion period.
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OTHER
I N FOR MATI O N (continued) HMEHE (&)

SUBSTANTIAL SHAREHOLDERS' AND OTHER
PERSONS’' INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES OF THE
COMPANY (continued)

Notes: (continued)

80

(continued)

Subject to the full conversion of the Tranche 1 Bonds, the
shareholding percentage of CDH in the enlarged share capital of the
Company would become 15.66% and of parties (i) to (vii) would
change from 72.72% to 61.33%. Details of which are set out in the
Company’s announcement dated 31 March 2012 and note 17 to the
consolidated financial statements of this interim report.

Under the Subscription Agreement, the Company had an option to
elect to issue to CDH and CDH had conditionally agreed to subscribe
for Tranche 2 bonds convertible into shares of the Company in an
aggregate principal amount of HK$200,000,000 (the “Tranche 2
Bonds”). CDH has filed a disclosure form to the Company on 19
December 2013 to notify its ceased interests in the Tranche 2 Bonds
in an aggregate amount of HK$200,000,000, and therefore its interest
in the share capital of the Company was decreased from 32.80% to
18.57%.

CDH is wholly-owned by CDH Fund IV, L.P., which in turn is owned
as to 0.07% by CDH 1V Holdings Company Limited, which in turn is
owned as to 80% by China Diamond Holdings IV, L.P., which in turn
is owned as to 1% by China Diamond Holdings Company Limited.
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SUBSTANTIAL SHAREHOLDERS' AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES OF THE
COMPANY (continued)

Other than as disclosed above, as at 31 August 2016, the Company
had not been notified of any persons who had interests or short
positions in the shares and/or underlying shares of the Company,
which were required to be recorded in the register required to be
kept by the Company pursuant to section 336 of the SFO.

CHANGES OF DIRECTORS' INFORMATION PURSUANT
TO RULE 13.51B(1) OF THE LISTING RULES

Pursuant to Rule 13.51B(1) of the Listing Rules, the changes of
information on the directors of the Company (the “Directors”) are
as follows:

—  Mr. Chan Yue Kwong, Michael, an independent non-executive
director of the Company, ceased to be a member of the
General Committee of Employers’ Federation of Hong Kong
with effect from 1 April 2016; and

—  Mr. Chan Lambert Lap Yip has resigned as an executive
director of the Company and a member of Executive
Committee of the Company and the Group’s Deputy Chief
Executive Officer — Commercial with effect from 1 June
2016.
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OTHER
I N FOR MATI O N (continued) HMEHE (&)

SHARE OPTION SCHEME

The 2003 Share Option Scheme was expired on 25 November
2013, the Company adopted a new share option scheme (the “2016
Scheme”) at the Company’s annual general meeting held on 21
July 2016. Unless otherwise cancelled or amended, the 2016
Scheme will remain in force for 10 years from the said adoption
date. As at the date of this report, no share option has been granted
under the 2016 Scheme since it has been adopted.

Subsequent to the expiry of the 2003 Share Option Scheme, no
further option can be granted thereunder but in all other respects,
the provisions of the 2003 Share Option Scheme shall remain in
force and all options granted prior to such expiry shall continue to
be valid and exercisable in accordance therewith.
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SHARE OPTION SCHEME (continued) BRRESE (8

The movements in the share options under the 2003 Share Option HE2016F8A3MHILNEABRN(TRER]) - BIF
Scheme during the six months ended 31 August 2016 (the 2003 FEE AR M AT &I T X H M BB B AE 2 BB R AR
"Reporting Period”) were set out as follows: Tk
Employees
&8
Inaggregate 01/03/2013 8,400,000 - - - (2,600,000) 5,800,000 HK$4.13 15%: 01/09/2014-29/02/2020
(83) (Note) 15%: 01/03/2015-29/0212020
AE413 30%: 01/03/2016-29/02/2020
(Hizt) 40%: 01103/2017-29102/2020
Subvtotal /)t 8,400,000 = = - (2600000 5800000
Service providers
TR i peRs
Inaggregate 01/03/2013 800,000 - - - - 800,000 HK$4.13 15%: 01/09/2014-29/02/2020
(&%) (Note) 15%: 01/03/2015-29/02/2020
5413 30%: 01/03/2016-29/02/2020
(i) 40%: 01/03/2017-29/102/2020
Sub-fotal /)5 800,000 - - - - 800,000
Total £ 9,200,000 - - - (2,600,000) 6,600,000
Note: Btet -
The closing price of the Company’s shares traded on the Stock Exchange on KRR R 201343 A1 8 (A1 B BGEERIEZ Z4)HH)
1 March 2013 was HK$4.13, being the date on which the relevant options TS e 12,2 WiiT 18 BB 4.13 T »

were offered for grant.
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OTHER
I N FOR MATI O N (continued) HMEHE (&)

SHARE OPTION SCHEME (continued)

Details of share options granted to the Directors and the relevant
movement(s) during the Reporting Period are set out in the section
headed “Directors’ and Chief Executive’s Interests and Short
Positions in Shares, Underlying Shares and Debentures of the
Company” in this interim report.

Save as disclosed above, no share option was granted, exercised,
cancelled or lapsed during the Reporting Period.

Details of the grant of options pursuant to the 2003 Share Option
Scheme have been disclosed in the Company’s announcement
dated 1 March 2013 and note 19 to the consolidated financial

statements in accordance with the Listing Rules.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

Neither the Company nor any of its subsidiaries had purchased,
sold or redeemed any of the listed securities of the Company during
the Reporting Period.
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SPECIFIC PERFORMANCE BY THE CONTROLLING
SHAREHOLDERS

As disclosed in the Company’s announcement dated 13 September
2016, the Company as guarantor and certain subsidiaries of the
Company as borrowers (the “Borrowers”) entered into a facilities
agreement (the “Facilities Agreement”) with Industrial Bank of
Taiwan Co., Ltd. acting as mandated lead arranger, facility agent,
original lender and security agent, pursuant to which term loan
facilities in the aggregate amount of HK$573,000,000 (the
"Facilities"), inclusive of an exercised greenshoe option upsize of
HK$23,000,000, has been granted to the Borrowers for a term of 5
years from the date of the first utilisation of the Facilities.

Pursuant to the Facilities Agreement, among other things, it will be
an event of default if (a) Ms. Yau On Yee, Annie, the spouse of Mr.
Tse Tat Fung, Tommy (being the controlling shareholder of the
Company) ceases to (i) be the Chairman of the Board, (ii) have
control of the Company (which includes the right to determine the
composition of a majority of the Board); or (b) Ms. Yau On Yee,
Annie and her immediate family members, together, ceases to (i)
be, directly or indirectly, the single largest shareholder of the
Company, or (ii) have the ability to cast, or control the casting of
60% or more of the maximum number of votes that may be cast at
any general meeting of the Company.
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SPECIFIC PERFORMANCE BY THE CONTROLLING
SHAREHOLDERS (continued)

Upon the occurrence of such an event of default which is continuing,
the agent under the Facilities Agreement may, and shall if so
directed by the majority of the lenders, cancel the Commitments (as
defined in the Facilities Agreement) or any part thereof, and/or
declare all or part of the loans outstanding under the Facilities
together with accrued interest and other amounts be immediately
due and payable, and/or declare all or part of the loans outstanding
under the Facilities be payable on demand, and/or exercise any or
all of its rights, remedies, powers or discretions under the Finance
Documents (as defined in the Facilities Agreement), as the case
may be.

CORPORATE GOVERNANCE

Compliance with the Corporate Governance Code of the
Listing Rules

The Company is committed to the establishment of good
governance practices and procedures. During the Reporting Period,
the Company has applied the principles and complied with all of the
code provisions of the Corporate Governance Code (the “CG
Code") as set out in Appendix 14 of the Listing Rules, except for
the deviation of code provision A.2.1 of the CG Code as expressly
stated below.
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CORPORATE GOVERNANCE (continued)

Code provision A.2.1

Code provision A.2.1 of the CG Code stipulates that the roles of
chairman and chief executive officer should be separated and
clearly established and set out in writing. During the Reporting
Period, the roles of the Chairman and the Chief Executive Officer of
the Company were performed by Ms. Yau On Yee, Annie. The
Board considered that the current management structure had
operated efficiently. According to the Company’s practice, all major
strategic decisions are taken by the Board, or relevant committee of
the Board, as duly constituted.

AUDIT COMMITTEE

The Audit Committee comprises three independent non-executive
directors of the Company, namely, Mr. Chui Chi Yun, Robert, Mr.
Chan Yue Kwong, Michael and Mr. Chow Chee Wai, Christopher.
Its terms of reference are in compliance with the provisions set out
in the CG Code.

The Audit Committee has reviewed the Company’s unaudited
consolidated financial statements and interim report for the
Reporting Period, including the accounting principles and practices
adopted by the Group, and discussed with management regarding
auditing, risk management, internal control and financial reporting

matters.
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MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules as its own code of conduct regarding
directors’ securities transactions. Specific enquiry has been made
with all Directors and the Directors have confirmed compliance with
the required standard as set out in the Model Code during the
Reporting Period.

By Order of the Board
Yau On Yee, Annie

Chairman

Hong Kong, 27 October 2016
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