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I/GLOBAL DISTRIBUTION NETWORK

F IR EE RS

Countries and Regions

30 September 2019 31 March 2019
BRXRRHE 201959H30H 20193 H31H

Lukfook Shops 75 & &
Self-operated HE &

30 September 2018
201859 H30H

* Mainland China & Bl pyits* 136 141 5 151 15
¢ Hong Kong SAR & & 1 AI{T B & * 51 49 +2 50 +1
* Macau SAR 2R BT B =" 12 11 +1 11 +1
¢ Canada 12 X 2 2 0 2 0
* The United States % & 4 4 0 4 0
o Australia 2l 1 1 0 1 0
* Malaysia /5 7€ 73 35 3 3 0 3 0
* Singapore # A13 1 1 0 1 0
Sub-total J\&f 210 212 2 223 13
Licensed & M5

* Mainland A3, 1,745 1,614 +131 1,500 +245
* The Philippines JE2ZE 1 1 0 1 0
e Cambodia R # % 1 1 0 1 0
Sub-total /"3t 1,747 1,616 +131 1,502 +245
Worldwide Total 2 B # &t 1,957 1,828 +129 1,725 +232

Mainland China: Hereafter refers to as “Mainland” 2 B A3t : £ {2 18 /5 [ A3 |
*  Hong Kong SAR: Hereafter refers to as “Hong Kong” & & 45 577 I & : 114 18 3 [ &8
Macau SAR: Hereafter refers to as “Macau” JBPIHEF BT « & T8 A& DR

I/DISTRIBUTION NETWORK IN MAINLAND

Bl Ri= e
30 September 2019
20199 H30H

Northern China it
Self-operated B & : 58 (-3) 3.1%
Licensed fRHJE : 557 (+52) 29.6%
Total %] : 615 (+49) 32.7%
Q:130 L:20

B - 157 (+14)

Central China ¥
Self-operated BE&E : 47 (-2) 2.5%
Licensed fRHESE : 314 (+24) 16.7%
Total 8% : 361 (+22) 19.2%
Q:60 =10

B 144 (112)

Remarks:
i
* Lukfook shops only R 81% 7/~ 1& /& 48

Total No. of Shops & & #8 8 : 1,881 (+126)

Tier | —#R3
Self-operated B&JE :
37 (+2) 2.0%

Licensed fRigSE :

269 (+11) 14.3%

Tier VI & below
PR R LT Em

Self-operated B&E :
22(-6)1.1%

Licensed fRIESE :

601 (+66) 32.0%

Total No. of Licensees & h# 75 48 81 : 465 (+42)
Total No. of Provinces & 4 1 : 27 (0)

Total No. of Municipalities & # M 422 : 4 (0)
Total No. of Cities 3 7 48 £ : 442 (+51)

Q Provinces & 5 Municipalities E# 17  gf Cities ¥

** The percentages refer to the contribution to the total no. of shops in Mainland B 23 bt (X 3% 3% &5 8 B % 3t 5 A A B2 15
** Figures in brackets refer to the 6-month changes 15 R 8 &+ & 75 {8 A 2 Z1t
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REVENUE AND PROFIT ANALYSIS ks miLLioN)

REVENUE BY MARKET

V/4 V/4

REVENUE BY BUSINESS

A/
DN

AN

| WA KGR DT (mmisn

V/4

SALES' BY PRODUCT

WA (AT585) WA (A% EI2) HE' (UEREZ)
Hong Kong, Macau
&0 ' )
0% ;05 2% 4,487 sl 2,696
126.1% e 125.3% 132.1%
Licensing
7.0% __ BT
Mainland (4.9%) 442
fone 115.8%
Wholesaling Gem-set
42.4%
z 3t £
(37.4%) 1,376 3,167
16.4% 19.7%
II SEGMENT PROFIT BY MARKET II SEGMENT PROFIT BY BUSINESS II GROSS PROFIT? BY PRODUCT
AR (AHHE D) PEER (AEBES) EF? (AERED)
Hong Kong, Macau
& Overseas Retailing Gold & Platinum
38.8% N, B RPIREMN 42.8% - : & Platinur
(28.2%) 524 (@6.5%) % e
121.0% 110.0% 16.9%
Mainland
it
Licensing Gem-set
61.2% T SR 64.1% %*a
(51.8%) (32.2%) 312 (66.8%)
114.4%

Remarks: Comparative figures for the six months ended 30 September 2018
(“1HFY2019”) are shown in brackets
HZE2018F9A30B IE/AE A ([2019 F ¥ B F |) Z LB B F R

it

! Sales = Revenue - Licensing Income

HE = WA - mERBRA

FESE N AR 2 Gross Profit = Consolidated Gross Profit — Gross Profit of Licensing Income
EF =HFEEMN - mEEBRAER
RETAIL SALES PERFORMANCE | Z&#HEXRIR

For the six m

BE

Overall %8

Gold & Platinum =4 &4
Gem-set LA E

Hong Kong & Macau &i# & #F9

Gold & Platinum &4 K A&
Gem-set IhE

Mainland R ith

Gold & Platinum &4 K A&
Gem-set IhE

-25% +27% +18%
-33% +33% -32% +22%
-12% +19% -11% +11%
-28% +29% -25% +21%
-37% +37% -35% +29%
-13% +17% -10% +11%
-18% +25% -16% +1%
-22% +21% -17% -5%
-11% +34% -12% +14%

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’s e-commerce business.

REHEER ((AEHEERDARA-—HASENTLRPANTEALENHERLE FHEBT TRERMERANLEFEBEBHE

B



y /4

HK$m BEB T

Revenue Y& A

Gross Profit & 7|

Operating Profit 4% 4 3% 7

Profit for the Period £ 3% FI

Profit Attributable to Equity Holders #5835 4 A FE {54 7

Basic Earnings per Share &% Z A 2 Fl|
Interim Dividend per Share % % & Hi % &
Dividend Payout Ratio J& &t =&

Gross Margin E Fl| =

Operating Margin 48 & # &

Net Margin % 7| &

EBITDA RETFILE - B8 « 7 & REHAT B FI

EBITDA Margin ARzt 8 - B35 - 78 R# a1 &A=

Total Operating Expenses to Revenue Ratio
FH S A N S
Effective Tax Rate B [t =

6,305
1,886
660
497
496

HK$0.85% T
HK$0.507% T
59.1%

29.9%
10.5%
7.9%

929
14.7%

17.2%
20.6%

31 March
2019

20195
3A31E

Inventory & (HK$m) (AEETL) 8,114 9,322
Average Inventory Turnover Days' F3977 & [E22 A &1 3N 273
Cash and Bank Balances 3 & R k{18 (HKS m) (BB AT) 2,504 2,087
Bank Borrowings & Gold Loans

BIEFRESHEE HSm) (BEHT) 1,741 2,306
Net Cash/(Borrowing) F5.&/ (E3) (HKSm) (BE#T) 763 (219)
Net Gearing Ratio? 3 & 7t %2 N/A 7R 2.1%
Debt-to-Equity Ratio® & EHEa H, % 39.0% 36.7%
Return on Equity (ROE)* % 518 25 B 2 ¢ 9.6% 14.2%
Return on Total Assets® #87% 2 a3 % 6.9% 10.4%
Current Ratio &1t & 33 33
Net Asset Value per Share Bk 3 & EE HK$17.637 T HK$17.99% 7T
CAPEX AAER HKSm) (BEST) 271 94

For the

six months ended
30 September 2018
E Z2018F
9H30H

EREA

7,859
1,864
838
670
665

HK$1.137 7T
HK$0.55/% 7T
48.5%
23.7%

10.7%
8.5%

888
11.3%

15.1%
20.1%

Y-o0-Y Changes
BES(L

-19.8%

+1.2%
-21.2%
-25.8%
-25.4%

-24.8%

-9.1%

(BB

+6.2 p.p.[EE D Z
02 p.p.EEHE
-0.6 p.p.[HEH 2
+4.7%

+3.4 p.p.[EE D2

+10.6 p.p.

+21ppfEAEDE
+0.5 p.p.[HE 5 2

30 September
2018
Changes 20185 Changes
44 9A 308 114
-13.0% 8,839 -8.2%
+98 261 +110
+20.0% 1,640 +52.7%
-24.5% 1,762 -1.2%
N/A TR (122) N/A FiER
NA T ER 1.2% N/A TNEF
+23ppfHERE 35.7% +33ppABLH
-46ppfEBERE 134% -38ppfAELH
-35pp.HEDE 99% -30ppEENE
0.0 33 0.0
-2.0% HK$16.94% 7T +4.1%
-71.0% 840 -67.7%

(Opening Inventory + Closing Inventory) = 2 = Cost of Inventories Sold x Number of Days for the Period

(BUEE + BREFE) 2+ BEEFERA x HNBEH

(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

(RERTER + BPRTER + RTBEX + F2EE — B2 RRTEH

) = ARFRBRB ARGEERN R

(Long-term Liabilities + Short-term Liabilities) =+ Capital and Reserves Attributable to Equity Holders of the Company

(RHEaE+ EHEE) - ARRESEHAARIEERRHE

Annualized/Annual Profit Attributable to Equity Holders of the Company -~ Capital and Reserves Attributable to Equity Holders of the Company
2FEL/ 2FEARRERFBEARGGT - AAREEFAEARLEERNRRER
Annualized/Annual Profit Attributable to Equity Holders of the Company = (Long-term Assets + Short-term Assets)
2FE(/ 2FEAAFERFE ARG ~ (REAAE + EHEE)

Interim Report 2019/20 RE R &



MANAGEMENT DISCUSSION AND ANALYSIS
BRBNHR R

FINANCIAL PERFORMANCE MEERB
/[y Revenue Dividend per Share
i, A @ SRR
HK$6,305M B B &I HK50 Cents #&fili
-19.8% Dividend Payout Ratio j& 2 Lt 2 : 59.1%
3 Operating Profit /\ Overall Net Shop Additions
o= #uan . P T
= HK$660M HEETT Lukfook 7%ilg : +129

-21.2% Mainland I3t : +126
Hong Kong, Macau & Overseas &7 * SBPI /5N +3

Profit Attributable to Equity Holders Goldstyle
RIBFBEAERGER Mainland A3 : +6
HK$496M B B #& T

©

-25.4% Dear Q
Mainland A : +3
~A Basic Earnings per Share 3D.-GOLD &F8
l"ll BRESET Mainland A3 : -1
HK$0.85 # T
-24.8%

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



Results

With a relatively high base, strong gold price, and the continuing
impact of Hong Kong social incidents and US-China trade
war on market sentiment, Luk Fook Holdings (International)
Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) recorded a revenue drop of 19.8%
to HK$6,305,284,000 (2018: HK$7,859,454,000) for the six
months ended 30 September 2019 (the “Period under review”).
Nevertheless, the overall gross margin increased by 6.2 p.p. to
29.9% (2018: 23.7%), attributable to the substantially increased
gold price and the rise in sales mix of gem-set jewellery products.
Gross profit therefore rose by 1.2% to HK$1,886,243,000 (2018:
HK$1,863,633,000). On the other hand, the total operating
expenses decreased by 8.2%; its ratio to revenue thus increased
10 17.2% (2018: 15.1%). In addition, with the decline in diamond
sales leading to the reduction in diamond purchases, which
resulted to significant decrease of value-added tax refund
in relation to diamond import in Mainland of approximately
HK$121.8 million, the turnaround of a gold hedging profit of
HK$62.5 million same period last year to a loss of HK$96.6 million
this year contributed by the high gold price, together with an
impairment provision of HK$57.1 million as a result of HKRH"'s
failure to redeem the convertible bond issued to the Group on
the maturity date, operating profit therefore decreased by 21.2%
to HK$660,471,000 (2018: HK$837,982,000). Operating margin
was 10.5% (2018: 10.7%), while net margin was 7.9% (2018:
8.5%). Profit attributable to equity holders, as a result, dropped by
25.4% to HK$496,303,000 (2018: HK$665,423,000) and basic
earnings per share also decreased by 24.8% to HK$0.85 (2018:
HK$1.13).

# “HKRH” represents Hong Kong Resources Holdings Company Limited
(Stock Code: 2882) which conducts jewellery retail and franchise
businesses under the brand name of “3D-GOLD” in Hong Kong, Macau
and Mainland.

Xin
EEYEEES 2E8at LT EHR
FRXEFHBEXEMBRAANBERLT N
BEE(BB)BRAR (TAQAF]) &EK
BoaE (5T IA%E])&EZ=2019F9H30H
1ENE A EAR ([ B AR ) B9 U AR 2219.8%
£6,305,284,000/8 7t (20184 : 7,859,454,000
BIL) ERRESEBARAARKEEMERIE
EEE LA SEBENEREN6.2EE S
25 229.9% (20184 : 23.7% ) * 42 F A A
#h11.2%%1,886,243,000/% 7T (20184 :
1,863,633,000/8 7L) 5 — /5 M * 24L& 5 &2
W T8.2% HARUALL R BIEIMNE7.2%
(20185 : 15.1% ) < Br 1tk 2 Hh - A FE B A SH 15
BRI D #BA <R A B A E O A
BERRENERVO1218EE BT N EE
EetcHeE PR AFREMN625HE S
TTH B A4S FH96.6E BB TTERE BN
HAEBERERNEHBEREEEERAE
EH AR ESmTR7 1B BB TR E
B R FIE R 421.2% 2660,471,000
7 7T (2018%F : 837,982,000/ 7T ) * 4% &% A
& 510.5% (20184 : 10.7% ) * JF M K 8| &
7.9% (20185F : 8.5% ) - = £ B AT )& F
It T B§25.4% 2 496,303,000 7T (20184 :
665,423,000/ 7T ) + M & R E R F TR T %
24.8%%0.85% 7T (20184F : 1.13/8 7T ) °

# [BEBERIERIREEBEREREGRAR (BRH
5% :2882) BB BRPFIRAMEEN [EEE]
MR ERETE RFTTCEER-

Interim Report 2019/20 RE R &



Overview

During the Period under review, the Group added a net total of
129 new Lukfook shops worldwide, including a net addition of
2 self-operated shops in Hong Kong, 1 self-operated shop in
Macau, and 126 shops in Mainland (including a net addition of
131 licensed shops and a net reduction of 5 self-operated shops).
As at 30 September 2019, the Group had a global network
of 1,970 shops (2018: 1,730 shops), including 1,957 Lukfook
shops (2018: 1,725 shops), with business spanning across
Hong Kong, Macau, Mainland, Singapore, Malaysia, Cambodia,
the Philippines, the United States, Canada and Australia, and
operated 6 “Goldstyle” shops (including 5 licensed shops and
1 self-operated shop) (2018: 0 shop) and 3 “Dear Q" (2018: O
shop) and 4 “3D-GOLD” self-operated shops (2018: 5 shops) in
Mainland.

/4

REVENUE BY BUSINESS

V /4

e

REBEHIA - A EE R 2 BF R 120 /518
S BRERE B FILHRM A E S IR
H IR B 2R R N HD I 1 21260 Jh 4
(& e RE /1317 @R s - %R L5k B
BE) - PA2019%F9A30H AN & @ R 2 Bk
A1,97008 JE 4 (20184 : 1,730/ ) * Erfh 845
1,957 /<8 JE 4 (201845 : 1,725/)) " B &
BRI BTN BRI RIHE
JEEE ER - MEARAEM - A RIERNHALZ
6f& [Goldstyle | JE#8 (B IE5H MEIE 1M B
ZJE) (20184 : Off ) F13fE [Dear QJ (2018
FO0M)R4E [ E2E ] 8 &5 (2018F : 5
FEﬁ) ©

SEGMENT PROFIT BY BUSINESS

WA (MR ED) DEEA (A8 5)
Retagg 42.8% Relagrg
46.6%) =,
71.2% 4,487 ( 357
(76.4%) 125.3% 110.0%
Licensing
7.0% __ SR
(4.9%) 442
115.8%
Wholesali Li i
Wholesaling }tt%g esane 37.4% 5?;%%
3 (822%)7 312
1,376 18.6% 114.4%

16.4%

Remarks: Comparative figures for 1THFY2019 are shown in brackets

it EEAR2019 L+ FHF

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



The retail business was the Group'’s primary source of revenue. Its
revenue decreased by 25.3% year-on-year to HK$4,487,359,000
(2018: HK$6,007,690,000), accounting for 71.2% (2018: 76.4%)
of the Group’s total revenue. Due to the high gross margin
led by the significant increase in gold price, its segment profit
therefore only decreased by 10.0% to HK$356,816,000 (2018:
HK$396,399,000), accounting for 42.8% (2018: 46.6%) of the
total, and its segment profit margin was 8.0% (2018: 6.6%).

Despite the increase in the number of licensed shops, with the
drop in the wholesaling of diamond products in Mainland, though
impact of which had been partially offset by the satisfactory sales
of fixed-price gold products, the Group’s wholesale business
revenue fell by 6.4% over the corresponding period last year to
HK$1,376,414,000 (2018: HK$1,470,645,000), accounting for
21.8% (2018: 18.7%) of the Group’s total revenue. Its segment
profit thus decreased by 8.6% to HK$164,986,000 (2018:
HK$180,505,000), accounting for 19.7% (2018: 21.2%) of the
total. Its segment profit margin was 12.0% (2018: 12.3%).

Licensing income, which accounted for 7.0% (2018: 4.9%) of the
Group’s total revenue, increased by 15.8% to HK$441,511,000
(2018: HK$381,119,000) due to an increase in the number
of licensed shops. Its segment profit margin was 70.8%
(2018: 71.7%), while its segment profit increased by 14.4% to
HK$312,594,000 (2018: HK$273,281,000), accounting for 37.5%
(2018: 32.2%) of the total.

TEEBEARNEFTBRARR AR
I 1 25.3% £ 4,487,359,00078 7T (20184 :
6,007,690,0007% 7T ) * 1 A~ & B A2 LA T71.2%
(2018%F :76.4% ) cHRE B AR EASE
FERFEs E53EME LR A10.0%E
356,816,000 7T (20184 : 396,399,000
TC) " 1h L AB42.8% (20184F - 46.6% ) * H 75 &0
AR 58.0% (20185 : 6.6% ) °

BEARMIBIEEIE N BhERAERE®D
HEHETR BTEESERHEBIBED
DEBEFE AEEBMBEBRAREF
A B sl 6.4% % 1,376,414,000% JT (2018
F :1,470,645,0007 70)  (h AN &£ B AU A
B921.8% (20184 : 18.7% ) o H 7 & % # &
It~ #£8.6% % 164,986,000 7T (20184 :
180,505,000/ 7T) " {5 Lt A19.7% (20184 :
21.2% ) E 5 &0 A E B12.0% (20184 :
12.3%) °

m i EBWA R @SS B 8 EFA15.8%
%441,511,000/% 7T (20184 : 381,119,000
BIL) EAEERLKABT.0ON (2018
F:4.9%) o H 5 Em & B70.8% (2018
FoT71.7%)  HED A MBI IN14.4%%
312,594,0005 7T (20184 : 273,281,0007T )
15 L A37.5% (20184F : 32.2% ) °

Interim Report 2019/20 HRHi$R &



SALES' BY PRODUCT
HE' (LEMED)

/4

Gold & Platinum
EERAE
2,696
132.1%

46.0%
(53.1%)

3,167
19.7%

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

Remarks: Comparative figures for 1THFY2019 are shown in brackets

With a decreasing demand due to the strong gold price, sales of
gold and platinum products substantially decreased by 32.1% to
HK$2,696,411,000 (2018: HK$3,972,193,000), accounting for
46.0% (2018: 53.1%) of the overall sales (Group revenue minus
licensing income). Its gross margin rose by 7.6 p.p. to 20.9%
(2018: 13.3%) as a result of the high gold price. Gross profit
of gold and platinum products therefore increased by 6.9% to
HK$563,089,000 (2018: HK$526,511,000), accounting for 35.9%
(2018: 338.2%) of the overall gross profit (consolidated gross
profit of the Group minus gross profit of licensing income). On
the other hand, sales of gem-set jewellery products fell by 9.7%
to HK$3,167,262,000 (2018: HK$3,506,142,000), accounting
for 54.0% (2018: 46.9%) of the overall sales. Gross margin
of gem-set jewellery products improved by 1.5 p.p. to 31.7%
(2018: 30.2%) because of the high gold price. Its gross profit, as
a result, only decreased by 5.2% to HK$1,003,724,000 (2018:
HK$1,058,505,000), accounting for 64.1% (2018: 66.8%) of the
overall gross profit.

V/ 4

GROSS PROFIT? BY PRODUCT
ER? (AERET)

Gold & Platinum
EERAE

563
16.9%

35.9%
(33.2%)

" HE = WA - BERFUA
2EHN =HEEF - mERBFRAEF]

it EEAR2019 L F I FHF

EehileERAREEER LB RLKR
H 4 &5 AR 4 32.1%%2,696,411,000/%8
J¢ (20184F : 3,972,193,000/% T ) » 1 & 52
HER (AEERABRERBEBKA)D
46.0% (20184 :53.1% ) c H EF R AIA 5
SEMRA7.6EE H 2 ZE20.9% (20187 :
13.3%) E& M EREFNE L EF6.9%
%£563,089,0007% Jt (20184 : 526,511,000
BL) MEBEN(REBRES EMNR
EMEEBWRATH)B35.9% (2018%F :
382% ) F—HHE KEEMEMMNEE
F R 19.7%%3,167,262,000/8 7T (20184 :
3,506,142,00078 7T ) + 1k B 28 $H & B H54.0%
(20185 1 46.9% ) KR E B Em A EF K
BEEELEmMIEASEE D E31.7%
(20184 :30.2% ) - HEF A UL R T #5.2% =
1,003,724,0003% 7T (20184E : 1,058,505,0005%
7o) EEERER|EN64.1% (20184 1 66.8% ) °

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



During the Period under review, the overall SSSG of the Group
was -23.8% (2018: +17.7%). SSSG for the Hong Kong and
Macau market and that for the Mainland market were -24.9%
(2018: +21.4%) and -15.7% (2018: +0.7%) respectively. SSSG for
gold and platinum products was -32.3% (2018: +22.3%) and that
for gem-set jewellery products was -10.5% (2018: +11.3%)).

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 2019, the Group was the authorised dealer of 14
watch brands, including BALMAIN, CERTINA, COINWATCH,
DOXA, ENICAR, HAMILTON, LONGINES, MIDO, OMEGA, RADO,
ROMAGO SWISS, TISSOT, BIJOUMONTRE and SEIKO. For the
Period under review, the watch business contributed revenue of
HK$60,624,000 (2018: HK$79,430,000), accounting for 1.0%
(2018: 1.0%) of the Group’s total revenue with 23.7% decrease
when compared with the same period last year.

REVENUE BY MARKET

/4

WA (UhiZE5)
Hong Kong, Macau
& Overseas
57.6% &8 BPIRES
(62.6%) 3,634
126.1%
Mainland

A3t
42.4%

(37.4%)

Remarks: Comparative figures for THFY2019 are shown in brackets

V/ 4

REBESRHRN AEEEER/EHEEEER
5-23.8% (2018%F : +17.7% ) - &8 LB
PIMBU R T ENREHEESERD F
5-24.9% (20184 : +21.4% ) }2-15.7% (2018
F:407%) B MACESNRAEHESHE
5-32.3% (20184 : +22.3% ) ' IR E & i E
Bl &-10.5% (20184F : +11.3% ) °

AEE-EREREZ LICER AERRME
FZiB1E B20106F 8 NEEREF S EE
SREFS - 201959 A30R » ANERE A141EES
MENEECHEE REREES TEHM-
REAT BE @K EZXBE RE X
BBk FiE WL EXRE XR BEXK
KAE Tk - REIEEEIAN - SR AR EBFHKRA R
60,624,000 7T (20184F : 79,430,000/ JT.) *
IH AR BB YA1.0% (20185 1 1.0% ) » H1 Kk
FRIEFLLE T #238.7% °

SEGMENT PROFIT BY MARKET
2 &ER (A58 5)

Hong Kong, Macau

& Overseas
38.8% . &EE EMREH
(48.2%) 324

121.0%

Mainland

A3t
61.2%

(51.8%)

it IR ARB2019 FF I FEF
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MANAGEMENT DISCUSSION AND ANALYSIS
BB RN

II HONG KONG, MACAU AND OVERSEAS
&8 - B REN
Revenue Segment Profit
WA 2 EEF

Retailing
28
3,544
127.0%

Retailing
25
263
121.6%

Licensing

MR

32
192.8%

Wholesaling
FiiS

9.8%
(4.1%)

Licensing

Il

32
58 187.0%
121.8%
Remarks: Comparative figures for 1HFY2019 are shown in brackets it IR BL019 L F T FHF
8 Luk Fook Holdings (International) Limited 7<{8£E (B[R ) HRAE



MANAGEMENT DISCUSSION AND ANALYSIS
SIR[B5Vam N DT

Segment Profit Margin
AN :;:(

7 ES
Hong Kong, Macau and Overseas Y-0-Y Changes

& RPN BRER(
Retailing o +0.5 p.p.
e [4% AE 5%
Wholesaling -70.9 p.p.

50.5%
i ’ fAE 58
e Adjusted Wholesaling' 2.9% -1.9 p.p.
ERBEH R S AE»%
Licensing -3.1 p.p.

98.8%
R EH ’ fAE 8
Overall +0.6 p.p.

8.9%
1] ’ BEESE

' Adjusted Wholesaling Segment Profit Margin = Segment Profit of Wholesale ' A&AFBHE 5 E0RFE =B EHHF0RF — (oMt
Business = (Revenue of Wholesale Business to External Parties + Inter- BEBRA+H B EM B AISTAEE S T)

Segment Wholesale Revenue of HK$967M)
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Hong Kong, Macau and Overseas

Hong Kong

Consumption expenditure per capita in the Hong Kong and
Macau market has been weakening as a result of the high gold
price, high base effect, together with substantial decline in the
number of visitors to Hong Kong due to the recent on-going social
activities. According to the statistics on visitor arrivals to Hong
Kong published by the Hong Kong Tourism Board in July 2019,
the number of overall visitor arrivals from January to June 2019
increased by 13.9% year-on-year to approximately 34.9 million,
while visitors from Mainland increased by 16.4% year-on-year to
approximately 27.6 million. However, visitor arrivals from July to
September fell notably. The number of overall visitor arrivals in
July, August and September were approximately 5.2 million, 3.6
million and 3.1 million respectively, representing a year-on-year
decline of 4.8%, 39.1% and 34.2% respectively. The number of
visitor arrivals from Mainland in July, August and September were
approximately 4.2 million, 2.8 million and 2.4 million respectively,
representing a year-on-year decrease of 5.5%, 42.3% and 35.0%
respectively. The overall retail atmosphere has been weakening
continuously in recent months. According to the statistics on retail
sales published by the Census and Statistics Department of the
Hong Kong Government in October 2019, the sales value of gem-
set jewellery, watches and clocks, and valuable gifts from January
to September 2019 decreased by 16.5% over the corresponding
period last year. In addition to the weak sales of gold products
driven by the high gold price, the Group’s retail revenue in the
Hong Kong market therefore significantly declined by 31.6% to
HK$2,568,840,000 (2018: HK$3,757,424,000) during the Period
under review. As at 30 September 2019, the Group operated a
total of 51 self-operated shops (2018: 50 shops) in Hong Kong.

& -RPMRBEIH

i

BEBARBMAMSESSE = EE0E MR E
BENTEEERHBIREABKRBETE
MIBERT A B RS - RIEE B IRE
BREBR2019F7 B RAM Z h B IRE st &
BN 201971 A E6 AMEBERIBIREIEF
HAN13.9% = #)34.95 8 A X+ 1 A kb ik % Bl
HEIENN16.4%EHI27T.6E E AN IX R 72
QAMMEIBIRE M AR M7 8ROAM
BEDBIREHT ORI AH525E8 3688
NMI1BB AR =Bk D B 4.8%39.1%
N34.2% : M7 -8 MOAMNHF BIREE T o
Rl ALAEE 28B B N24B B AR EF
te 55 Bl Rk 5.5% ~ 42.3% K 35.0% - EE T &
RoVI ARERSS  BEBBUN SR ER2019
FIORABRRNEEXHEEATRTE N
2019F1 AR MUEEH - BREZEEY
M EEEEEFTRLL TE16.5% - 1 E&(E
BEYESEMBEBER AEEREESHRN
EEBMHHNEE WA R KIERD31.6%2
2,568,840,000/% 7T, (20184 : 3,757,424,0007%
J0) ° R2019F9A30H  AEBERBLEEN
JE4BAS1HE B &5 (20184 1 50f) °
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Macau

According to the tourism statistics published by the Statistics
and Census Service of the Macau Special Administrative Region
in August 2019, the number of overall visitor arrivals to Macau
from January to June 2019 increased by 20.6% over last year to
approximately 20.3 million, in which Mainland visitors increased
by 22.3% to approximately 14.3 million, accounting for 70.6% of
the overall visitors. However, total spending of visitors to Macau in
January to June 2019 fell by 0.2% year-on-year to approximately
MOP16.2 billion. Due to the drop in average selling price of gem-
set jewellery products as well as the poor sales of gold products,
the Group’s revenue generated from the Macau market decreased
by 12.5% to HK$829,959,000 (2018: HK$948,105,000) during
the Period under review. As at 30 September 2019, the Group
had a total of 12 self-operated shops (2018: 11 shops) in Macau.

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. As at 30 September 2019, the Group operated
a total of 13 overseas shops (2018: 13 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.

b N

BRIERPIEFITHRE BT AT B EE H2019F
8AERMIREATET  2019F1 A 26 A H
[ B2 S A1 B IR & B A R 38 N20.6% £ 4920.38
BAR E R iR E R A F I8 1122.3% E 4
14388 AR BB IRET0.6% : #AM2019
F1AE6 A AR EBIRFRAL02%EL
1621ER P - MEIEEHIA - AR E & E SR
MFEHEETRERESEREBRE ~A&E
2R BRI S B AR A12.5% 2= 829,959,000
# 7T (20184F 1 948,105,000/ 7T ) © 720194
ORB0H AKBEERMEZBI2EHAEE
(20184 : 11fd)

=9
FEREERERIGBEBREEZINTE &
B3 F ATt 5 Ho A = O < 7R20199F9
A30H » AEE A AL E13ME INE4E (2018
F13f) - BIE1ELAFT I - 3L A E K
PHEE - ARSI R E B - 2RIAI A I & A A R AL 7
BN BEEE  WERRRIEENFEEELRE
18 RS -
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During the Period under review, retail revenue from the Hong
Kong, Macau and overseas markets decreased by 27.0% to
HK$3,544,238,000 (2018: HK$4,853,922,000), accounting for
56.2% (2018: 61.8%) of the Group’s total revenue. Because
of the increase in gross margin driven by the high gold price,
its segment profit reduced by 21.6% only to HK$262,888,000
(2018: HK$335,443,000), which accounted for 31.5% (2018:
39.5%) of the total. Its segment profit margin was 7.4% (2018:
6.9%). Its wholesale business revenue increased by 21.8% to
HK$57,913,000 (2018: HK$47,563,000), accounting for 0.9%
(2018: 0.6%) of the Group’s total revenue. However, because of
the drop in product sales with high gross margin and reduction
in profit arising from decrease of inter-segment sales, its
segment profit decreased by 49.3% to HK$29,256,000 (2018:
HK$57,727,000), accounting for 3.5% (2018: 6.8%) of the total.
Its segment profit margin thus declined significantly to 50.5%
(2018: 121.4%). 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 would be 2.9% (2018: 4.8%). Apart from that,
benefiting from the increase in designated supplier consultancy
services revenue as a result of the increase in the number of
licensed shops, Hong Kong licensing income increased by 92.8%
to HK$32,179,000 (2018: HK$16,691,000), accounting for 0.5%
(2018: 0.2%) of the Group’s total revenue. Its segment profit
increased by 87.0% to HK$31,797,000 (2018: HK$17,005,000),
accounting for 3.8% (2018: 2.0%) of the total, and resulting in its
segment profit margin of 98.8% (2018: 101.9%).

Overall speaking, revenue from the Hong Kong, Macau and
overseas markets decreased by 26.1% to HK$3,634,330,000
(2018: HK$4,918,176,000) during the Period under review,
accounting for 57.6% (2018: 62.6%) of the Group’s total revenue.
Its segment profit decreased by 21.0% to HK$323,941,000
(2018: HK$410,175,000), accounting for 38.8% (2018: 48.2%) of
the total, while its segment profit margin was 8.9% (2018: 8.3%).

REBEHERN &5 BEREITENSTE
W AR B527.0% % 3,544,238,0007% 7T (2018
F 1 4,853,922,000/8 7T )  hE B BB U AW
56.2% (20184 : 61.8% ) » H 7 3% F 8 &
SERCSEEMEEAMIA T E21.6% -
3% 262,888,000/% 7T (20184F : 335,443,000/5
JL)  (HEEEEHB31.5% (20185 :39.5% ) " HH
5% K = 57.4% (20184F 1 6.9% ) - L #t 3 %
U A Bl _EF21.8%=57,913,000/%8 7T (2018
F 1 47,568,000/8 70 ) © (hE EEEBIAKI0.9%
(2018F : 0.6% ) o i M EFEERBEET
BKEDDBEEEFBRBEERIM T E ©H
2 8655 F N 2£49.3% £ 29,256,00058 7T (2018
F 157,727,000 7T) ' 15 Z 88 13.5% (2018
F:6.8%) EHEFEEmARTBFEE
50.5% (20184 : 121.4% ) - A L 2 E 15 1Y
DEENBEENBEEEEEEENFE W
DEFADBEEE 235 FEE22.9%
(2018%F : 4.8% ) o Br UL LASN - Z A @A IE 89
20 35 R e B RIS A TR AEELE AN - &
7 MR SRS U A E 1t FH92.8% 0 32,179,000
7 7T (20184F : 16,691,000/ 7T) » (G = E & a2
W A B90.5% (20184 : 0.2% ) * H 2 #03% F) &
31,797,0007 JT (20184 : 17,005,000/% 7T ) -
EF87.0% @ (HEEEEHN3.8% (20184F 1 2.0% )
H 53655 F & £98.8% (20184 : 101.9% ) °

REMS REBEFEAN B BFREN
35 B UL AT F£26.1% % 3,634,330,0005 JT
(20184 : 4,918,176,000/8 7T ) * 1 A &= B &
B2 U A57.6% (2018%F 1 62.6% ) * H 7 & i F
B %21.0% 323,941,000/ JT (20184 :
410,175,000/ 7T ) * 1k % 42 #938.8% (2018
F:148.2% ) - H o &m F E £8.9% (20184 :
8.3%) °
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MANAGEMENT DISCUSSION AND ANALYSIS

S IB5Yam M DT

The SSSG for gold and platinum products in the Hong Kong,
Macau and overseas markets was -33.9% (2018: +27.8%), while
that for gem-set jewellery products was -9.8% (2018: +10.7%).

II MAINLAND
Rits

Revenue
WA

Retailing Retailing

e 35.3% =3

943 (39.2%) 94

118.3% 154.1%

Licensing

R SE TS 15.3%

410 ’

M2.3y,  (124%)

Wholesaling 49.4% L:ilcensing

Firdy (48.4%) ;uéf%ﬁ%
19.6%

Remarks: Comparative figures for 1THFY2019 are shown in brackets

Margin

=

BB CRFMEITENES RS ERZE
JE $5 638 K /-33.9% (2018%F : +27.8% ) * Tk
EEMHEMIA-9.8% (20184 : +10.7% ) °

Segment Profit

gzl
Wholesaling
18.4% B
(13.9%)
55.0%
(58.2%)

it IR AR2019 FF I FEHF

Mainland
A i,

Retailing

e 10.0%
\*/t\érgesaling 10.3%
0 g%sg;t V%r:olesalin@ 8.0%
;C;;i;; 68.6%
;v;rall 19.1%

' Adjusted Wholesaling Segment Profit Margin = Segment Profit of Wholesale
Business + (Revenue of Wholesale Business to External Parties + Inter-
Segment Wholesale Revenue of HK$330M)

+4.7 p.p.
(EERR

+1.7 p.p.
(EEF

+1.4 p.p.
(R

-1.7 p.p.
(EER

+4.1 p.p.
1EER2 2

U EREEBER B EEN R =B IR - (HIME
BEBUWA+7 BRI E W AZ0BEEBT)
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Mainland

During the Period under review, with the high gold price and
continuing impact of the US-China trade war on macro-economic
conditions, retail revenue from the Mainland market declined
by 18.3% to HK$943,121,000 (2018: HK$1,153,768,000),
accounting for 15.0% (2018: 14.7%) of the Group’s total revenue.
Its segment profit, contributed by a rise in gross margin due to the
high gold price and higher gem-set jewellery product sales mix,
increased by 54.1% to HK$93,928,000 (2018: HK$60,956,000),
accounting for 11.3% (2018: 7.2%) of the total. Its segment profit
margin was 10.0% (2018: 5.3%). The SSSG for gold and platinum
products in Mainland was -17.3% (2018: -4.8%) and that for gem-
set jewellery products was -12.2% (2018: +14.1%).

Because of the unsatisfactory sales of diamond products,
though impact of which had been partially offset by the
satisfactory sales of fixed-price gold products, revenue of the
wholesale business in the Mainland market declined by 7.3% to
HK$1,318,501,000 (2018: HK$1,423,082,000), which accounted
for 20.9% (2018: 18.1%) of the Group’s total revenue. Due to
the increased gross margin contributed by the high gold price, its
segment profit increased by 10.5% to HK$135,730,000 (2018:
HK$122,778,000), accounting for 16.3% (2018: 14.4%) of the
total. Its segment profit margin was 10.3% (2018: 8.6%). 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 8.2% (2018: 6.8%).

Due to an increase in the number of licensed shops, licensing
income in Mainland increased by 12.3% to HK$409,332,000
(2018: HK$364,428,000), accounting for 6.5% (2018: 4.6%) of
the Group’s total revenue. Its segment profit rose by 9.6% to
HK$280,797,000 (2018: HK$256,276,000), accounting for 33.7%
(2018: 30.2%) of the total, and its segment profit margin was
68.6% (2018: 70.3%).

A it

REBEHR ATENTEERATESES
CRIEBEFEFEXERBLENGBR
TR 418.83%%943,121,00078 7T (20184 :
1,153,768,000 7T) " & B BB KA K
15.0% (20185 :14.7% ) - 5 255 F A E =
SERRSAEEHERPSHLSENEXR
8 $2 Ft M 18 1154.19% 293,928,000/ 7t (2018
£ : 60,956,000/ 7T) 15 # 88 #911.3% (2018
F:7.2%) HHEHEFEAE10.0% (20184 -
53%) WihEE RS EMRAEHEER
A-17.3% (20184F : -4.8% ) * LhE E i @A
5-12.2% (2018%F : +14.1% ) °

NS EEFRELAERBEERE
HTFTESCERHEBSREDINEBETE.
H I AR B7.3%%1,318,501,0005% 7t (2018
% :1,428,082,000%8 70) " E EEE U A
#120.9% (20184 : 18.1% ) * H 2 & % 7 81
HeEatSEEMERESMLA105%E
135,730,00058 7T (20184 : 122,778,000
JC) R EEM16.3% (20185 1 14.4% ) * E 5
B35 R 510.83% (20184F : 8.6% ) » IR H#EEE
EBNH e aoBREEEEEENT)
WO BT ADHEEE #HEEKH R
FIZ= ¥ 58.2% (20184 :6.8% ) °

At @B ES 2 WAREREIESEEmm
EF12.3%%F 409,332,000 T (20184F :
364,428,000/ 7T ) 15 & E E B U A #96.5%
(20185 : 4.6% ) * A 7 &B % H) 7280,797,000
77T (20184F : 256,276,000/ 7T ) * FHIE &
9.6% 15 BE #933.7% (20184 :30.2% ) * &

paNhviiiN

5 BB AR £68.6% (20184 : 70.3% ) °
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MANAGEMENT DISCUSSION AND ANALYSIS
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Mainland distribution network

30 September 31 March
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With the adoption of a multi-brand strategy starting from this
financial year, the Group has developed the popular product
collections of “Goldstyle” and “Dear Q” into independent brands
since May 2019. During the Period under review, the Group
opened a total of 6 “Goldstyle” and 3 “Dear Q” individual shops
in Mainland. As at 30 September 2019, the Group had a total
of 1,881 shops (2018: 1,651 shops) under the “Lukfook” brand
name in Mainland, including 136 self-operated shops (2018: 151
shops) and 1,745 licensed shops (2018: 1,500 shops). During the
Period under review, the Group reported a net increase of 131
Lukfook licensed shops (2018: 96 shops) and net reduction of 5
self-operated shops (2018: net reduction of 6 shops) in Mainland.
Moreover, the Group also operated 4 “3D-GOLD” self-operated
shops (2018: 5 shops) in Mainland.

During the Period under review, the overall same store sales
of Lukfook licensed shops in Mainland recorded a 6.2% drop
(2018: +7.0%). That for gold and platinum products and gem-set
jewellery products recorded a 12.1% drop (2018: +2.3%) and a
4.4% growth (2018: +16.7%) respectively.

RNEBER A FRIBERNZ @IRKES - 12019
F5RR - BEPIER RS [Goldstyle ] ~ [Dear
QlERKBL L -PEIFEME NEEXE
A i £ 59 5% 7 678 [Goldstyle | %37 [Dear
QB JEH - R2019F9A30R  REE AR
A [ 7518 | G B8 A8 B9 U 48 A8 31,881
(20184 : 1,651 ) - 235136 8 & /5 (2018
F 1510 ) &1,745/ G & JE (20184F : 1,500
) - REIEEEAA - A B R F I 3% T 131
M/NEmIETE (2018F : 96/ ) A& EH B
BIEE A5/ (20184 « ZiE A6 ) - BN &
EEERNBNELAE 28] BE5 (2018
F5fH)

R E BB - i Gh FE L B B R UG 6 6 8115
6.2% 18 (2018%F : +7.0% ) - HAh = & I $A
SEM URKEEGHE®RD BIERS12.1%%
8 (20184 : +2.3% ) &4.4%F 18 (20184 :
+16.7%) °
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MANAGEMENT DISCUSSION AND ANALYSIS

B1E/E5Vsm M T
‘ Revenue

/4

+16.1% Y-0-Y Changes & E £t
‘ Contribution to Mainland
Retail Revenue*
LRt EBEWR A~
31.3% (1HFY2019 L ¥ 814 : 22.0%)

Contribution to Group’s

Retail Revenue*
HEESEWRA

6.6% (1HFY2019_ ¥ BH4F : 4.2%)

) 2

73.5%
(77.9%)

26.5%

(22.1%)

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

Revenue of e-commerce business from Mainland increased by
16.1% to HK$295,031,000 (2018: HK$254,191,000) during the
Period under review, accounting for 31.3% (2018: 22.0%) of the
retail revenue in Mainland. Sales of gold and platinum products
accounted for 73.5% (2018: 77.9%) of its sales mix while sales of
gem-set jewellery products accounted for 26.5% (2018: 22.1%).

Overall speaking, during the Period under review, revenue from
the Mainland market decreased by 9.2% to HK$2,670,954,000
(2018: HK$2,941,278,000), accounting for 42.4% (2018: 37.4%)
of the Group’s total revenue. Its segment profit increased by
16.0% to HK$510,455,000 (2018: HK$440,010,000), accounting
for 61.2% (2018: 51.8%) of the total; and its segment profit
margin was 19.1% (2018: 15.0%).

S

1HFY2020 MAINLAND CHINA
E-COMMERCE BUSINESS PERFORMANCE
2020 L ¥ FHEAMEFEBERERR

‘ Average Selling Price
FHER
(value-added tax (VAT) included £ & & {E )

RMB1,300 A B# (+8.3% Y-0-Y Changes %4

FY2020 Revenue Growth Target

2020 FI ABRBEE
20%

Sales by product

HWEUERED
Gold & Platinum
HEERHE

B Gem-set
234

Remarks: Comparative figures for 1THFY2019 are shown in brackets

i ERARBL019 L F B FEF

NihEFEFEF2WARBERA L
H16.1%ZE295,031,000/ 7T (20184 :
254,191,000 70) * 1 W #E Z & Uk A #931.3%
(20185 : 22.0% ) - =& MIAE E M H SN
Lt A73.5% (20184 : 77.9% ) » M ¥k E & £ B
15EE26.5% (20184 : 22.1% ) °

BEmE NEEHAAN RE AT SR
AR 49.2%%2,670,954,00078 7T (20184 :
2,941,278,000/8 1) 14 A & E 48 L A\ 42.4%
(20184 : 37.4% )  H 5 B % F| Bl 1€ 1116.0%
%510,455,0007% 7T (20184F : 440,010,0005
J0) T hEEEH61.2% (2018 1 51.8% ) EH
Hm F 2 819.1% (20184F 1 15.0% ) ©
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Financial Impact in relation to Investments and
Operating Activities in HKRH & Its Subsidiaries

Profit /(Loss)
aF/

HKS$M
BEAT

50% Share of Profit/(Loss) of Associate
i N RIB0%&E R, (518 ) 'Rt
Valuation Gain on Convertible Bond
AIMREAFHES R

Impairment Loss on Amount Due from HKRH
FEME A B RIER BRI (E & 18
Wholesale Gross Profit

2 EF

Interest Income on Working Capital Loan
mEE LB EWA

Interest on Convertible Bond
AR ES TS

Total
B

(67)

73)

Contributed by the deterioration in macro-economic conditions
and an impairment loss of HK$57,080,000 as a result of HKRH’s
failure to redeem the convertible bond issued to the Group on
the maturity date, the loss of investments and operation activities
in HKRH and its subsidiaries widened to approximately HK$73
million (2018: Nil) during the Period under the review. The Group
has filed winding-up petitions against HKRH for the recovery of
the debt amount together with relevant interest.

REERFERERERBATHRERE
ERBDzHERE

1HFY2019
2019 E B &

(7) 12

- (73)

REBERZERRENBARMNTE R EES
PFHEBERLERNRRBEERIEEZRE
BERIERAGEREISEEEEMRANERD
AR AR (& 5 ifn 51 42 BB 5 1857,080,000/%8 7T M
BAEH7T3ASE BT (20185 - &) - AEEE
HEBERIZERIBH BB EFE  UEWRE XK
RAEEEF B -
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Liquidity and Financial Resources

As at 30 September 2019, the Group’s cash and bank
balances amounted to approximately HK$2,504,000,000 (31
March 2019: approximately HK$2,087,000,000). Net cash was
approximately HK$763,000,000 (31 March 2019: net borrowing
of approximately HK$219,000,000). The debt-to-equity ratio
was 39.0% (31 March 2019: 36.7%), being the ratio of total
liabilities of approximately HK$4,025,000,000 (31 March 2019:
approximately HK$3,861,000,000) against total shareholders’
equity of approximately HK$10,308,000,000 (31 March 2019:
approximately HK$10,517,000,000). As at 30 September
2019, the Group’s banking facilities amounted to approximately
HK$4.26 billion (31 March 2019: approximately HK$4.01
billion), of which approximately HK$1.76 billion (31 March 2019:
approximately HK$2.33 billion) has been utilised. The Group’s
income and expenditure streams are mainly denominated in Hong
Kong dollars.

RDEERMERR

MR2019F9H30H A EMIR & LIRTTHEH
#9 A2,504,000,0007% 7T (20193 A31H : 49
2,087,000,000/8 7T ° /FIR & 49/4763,000,000
77T (201943 A31H 1 JF B U #9219,000,000
HBIT)  BEHE LR A39.0% (201943 A31
H:36.7%) ' It Thi& 42 B (5 494,025,000,000/%
7T (201953 A31H : 493,861,000,0005% 7T ) 48
S IR B3 4 25 48 58 4910,308,000,0003% 7T (2019
F3A31H : 4910,517,000,0007 7T ) Z t il 5+
H o R2019F9A30H » AEEMRITEEREE
#4542 61875 7T (2019F3 A318 : £940.118 75
JL) B K17.6188 T (2019F3A31H 4
23 3EATL)EEHAH AEBEZKNTHEFE
LA TTHIE -
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MANAGEMENT DISCUSSION AND ANALYSIS

SIR[B5Vam N DT

Inventory

2

II INVENTORY TURNOVER DAYS BY PRODUCT
FERAEBEY (UAERED)

1HFY2020 1HFY2019 FY2019
2020 ERBFE | 2010 ¥ 81 201981 4

Gold &
Gem-set TR E 476
Overall %2 371

As at 30 September 2019, the Group'’s inventory decreased by
13.0% to approximately HK$8,114,000,000 (31 March 2019:
approximately HK$9,322,000,000). The average inventory
turnover days were 371 days (31 March 2019: 273 days) with the
average inventory turnover days of gold products being 258 days
(81 March 2019: 171 days) and that of gem-set jewellery products
being 476 days (31 March 2019: 397 days).

171
400 397
261 273

R2019F9A30H  AEEMF E M 2 13.0%

% #98,114,000,0007% 7© (20193 A31H : 4J
9,322,000,000/870) - MFEHFEFHE B EH A
371H (2019F3A31H :273H) Edh &4 &E
m2 FHFEEEEEA2588 (201943 A31
H:1710) ‘HKREEHMER 2T EHE B A
B476H (20194F3A31H :397H ) »

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



Capital Expenditure

During the Period under review, the Group’s capital expenditures
amounted to approximately HK$271,000,000 (31 March
2019: approximately HK$934,000,000), including the costs
of properties, leasehold lands, land use rights, leasehold
improvements, furniture, fixtures and equipment.

Capital Commitments

As at 30 September 2019, the Group’s total capital commitments
amounted to approximately HK$21,000,000 (31 March 2019:
approximately HK$18,000,000).

Contingent Liabilities

As at 30 September 2019, the Group had outstanding financial
guarantees amounting to approximately HK$1,075,000,000 (31
March 2019: approximately HK$1,075,000,000) issued in favour
of several banks in respect of banking facilities granted to an
associate.

Human Capital Policy

As at 30 September 2019, the number of employees of the Group
was approximately 7,100 (31 March 2019: approximately 7,600).
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.

BEXHX

REREEA - RNEEEARFHE4/5271,000,000
T (201993 A31H : 934,000,000 7T )
BEYE et tfERE HEpEL
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M20196F9H30H - R EE M E AR E R
47 /421,000,000/8 7T (20199 3HA31H : 49
18,000,000/ 7T ) °
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R2019F9A30H A EMEMRITHEAS
B —RELE AR TRTME 2 KEEME
&R 58 4 /1,075,000,0005% 7T (201943 A 31
A : 91,075,000,0005 7T ) °

ADBEBE

M2019F9A30H AEEMNE T AHKLY A
7,100 A (2019438318 : #77,600A ) ° & I
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Bk RET MO REmEEREAER
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In order to consistently align with the branding theme of “Love is
Beauty”, the Group has been building a welcoming and warm-
hearted brand image, strengthening customers’ emotional
attachment to the brand, and striving to become a globally
recognised jewellery brand through outstanding marketing
campaigns and excellent customer service programmes.
Targeting the mid- to high-end markets, the Group has adopted
comprehensive marketing strategies, and launched diversified
product offerings with exquisite designs, and provided meticulous
services to seize the business opportunities in the middle-class,
wedding and kids markets.

The Group capitalised on different promotional channels 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
has continued to be appointed as the official partner for Tencent’s
famous online mobile game “King Pro League” Spring Season
Champion Ring, and created the champion medal for the first
ever “Honour of Kings 2019 World Champion Cup”, with a view
to increase brand exposure. As for the anniversary promotions
this year, apart from establishing “91 Golden Fantasyland” pop-up
store, the Group also held the “On-screen Bomber Challenge” on
the popular social media platform Xiaohongshu, which recorded a
total of over 11 million click rates, so as to raise Lukfook’s brand
awareness among young consumers. The Group also sponsored
medals for marathons in various regions 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
also actively adopted multi-brand strategy in which “Dear Q" and
“Goldstyle” stores have been opened to cater for different tastes
of customers.

The Group’s tireless efforts in escalating brand influence and
spreading brand value have been recognised with numerous
awards from the industry and market for its outstanding
achievements in branding, corporate governance, customer
service, community welfare and environmental protection.
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MANAGEMENT DISCUSSION AND ANALYSIS
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During the Period under review, the same store sales in the Hong
Kong and Macau market of the Group declined significantly as a
result of the high base effect, strong gold price, and the continuing
impact of social incidents in Hong Kong and US-China trade war,
while the same store sales in the Mainland market also dropped
because of the high gold price and the impact of the US-China
trade war. From October to the first three weeks of November
this year, with a relatively low base, Macau market resumed the
growth track attributable to an increase in gold sales. The same
store sales of both self-operated shops and licensed shops in the
Mainland market saw a progressive narrowing decline as well.
However, the same-store sales drop in the Hong Kong market did
not improve. Therefore, the downside risk of the Group’s business
will continue into the second half of the financial year. The Group
thus expects a double-digit drop in terms of annual revenue and
profit in this financial year. The Group will reduce the number of
shops in areas which are considerably impacted by the social
incidents in Hong Kong, and search for opportunities for opening
new shops in Macau market and expects to have 3 net shop
additions in Hong Kong and Macau market. The Group will also
actively seek expansion opportunities in overseas and Mainland
market, targeting to achieve a net addition of 3 shops in overseas
market and a net addition of not less than 200 shops in Mainland
market for the full year. In view of the anticipated considerable
growth of the middle-class population in Mainland, the Group
remains optimistic about the mid- to long-term business
prospects, and looks forward to bringing its business to a new
height in the near future.

REESRAN  AEEZSEEUE  2E5h
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MANAGEMENT DISCUSSION AND ANALYSIS

BRENHR DR

Right Product
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Right Price
BEER

In order to further enhance its competitive edge, the Group will
focus on strengthening supply chain management through various
means. The Group will try its best endeavour to identify right
products, set right prices and offer products to market at the right
time by implementing higher level of automation and big data
management; improving factory productivity; shortening inventory
turnover period; establishing strategic partnership with suppliers;
streamlining logistics on distribution and intensifying support
to licensees, with a hope that all these would help to promote
business development and strengthen operational efficiency.

P

Right Time
HEERH

RE-—TRAXEENHRFES KEEKA
ERFEREZERGERHEEEIE - AKREK
REMEEBERERKTFERCRABIEE
B BEBBELEEN GEFEAY  RftED
BB S (ERHRIR - SRR D SRR 058
HmEAXBURLEEER BEEEE
% WHEERERTISHE B2 AR
HERGHR R INREEREK -

Interim Report 2019/20 Fh iR & 25



As Mainland remains to be a market with promising growth
potential in the mid- to long-term, the Group will continue to focus
on business expansion in Mainland and strive to promote multi-
brand strategy. Apart from further shop expansion in Mainland,
the Group is also committed to further developing its e-commerce
business and strengthening cooperation with e-commerce
platforms in Mainland, aiming to grow e-commerce revenue
by 20%. 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.

The Board has resolved to declare an interim dividend of HK$0.50
per ordinary share (2018: HK$0.55 per share) for the six months
ended 30 September 2019, to shareholders whose names
appear on the register of members of the Company as at 13
December 2019. The interim dividend will be paid on or around
24 December 2019.

R RERG A AREERE A
- AEBRSE TN AMBRER - W
1% MbEREE < IR 7 TEIRE AL JUE SN - AR
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As at 30 September 2019, 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 “SFO”))
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
Directors of Listed Issuers (the “Model Code”) set out in Appendix
10 to the Rules Governing the Listing of Securities (the “Listing
Rules”) on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”), to be notified to the Company and the Stock
Exchange:

MR2019F9H30H ' BR T XX IEEEE SN NARE
E R iTERA B BHE R A A 7)ok {7 45 5
EE(TERFEHRBEGD ([EFH RS K
Bl 1) EXVER) < Bt - HEEE IR D REH+ -
B @IREE FH & B E &7 5352168 7F AL 8%
Rexgpra 2 Zmf: Ko)RIEEBHA RS
FiBRAR ([BRZF])EHEMHRA ([ LW
RA]) MIER10FTH ( L THEITAZ R HITES
RWELEFA) ([1R2ESFRI)) BREARQE
NEE Pz e AR

Long positions in shares and underlying shares of the ZFATRBRHERMKRBZHFER:
Company:
Number of Ordinary Shares
EERBE
Beneficial Controlled Beneficiary Total % of
Name of Director Owner Spouse Corporation of Trust Interest Shares
EEng EGnEA (4] REHEE GFEZEA EEHE GRHESL
Mr. WONG Wai Sheung 7,044,561 454,000 240,868,176 1,511,060 249,877,787 (L) 42.56%
HRBEEE note (a) note (b) note (d)
M5t () M (o) M)
Mr. TSE Moon Chuen 433,344 240,868,176 241,301,520 (L) 41.10%
ENCES s note (c)
MiEE(o)
Ms. WONG Lan Sze, Nancy 522,000 1,511,050 2,033,050 (1) 0.35%
E@FLL note (d)
M)
Dr. CHAN So Kuen 120,000 5,000 125,000 (L) 0.02%
BEERT note (e)
KizEe)
Ms. CHUNG Vai Ping 267,865 267,865 (L) 0.05%
BEkat
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Number of Ordinary Shares

EERBE
Beneficial Controlled Beneficiary Total % of
Name of Director Owner Spouse Corporation of Trust Interest Shares
EEng EGNEA (4] REHEE GFEZEA EEHE GREEIL
Mr. WONG Ho Lung, Danny 360,000 1,511,050 1,871,050 (1) 0.32%
BEELE note (d)
fit3E()
Mr. LI Hon Hung 837,437 70,000 907,437 (1) 0.15%
TERRE note ()
HEE(

(L) Long position ¥ &
Note (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..

Bt 5 (o)

HEE A ZRBER T 2 #55454,00008 A2 7 75

B EE ()

HEELREAERRKGERL (B )22 IR A5
AAECERESTERAREHOEITRAZEEEES
A HEREINE (R BRARBBR= D2 — R Z# A
HEPTESEREMATHR (EEEE) 5758 (I
IR BRARBA—FIRERE  WERABRE (ER) BR
NEEH 2234,185,672/ AN A B R ) P A S o

LESh BEBIREARAANESBRIRESEE AEREM
ATHIESTTE ALERECERGANEEREGRA
RI#E A 96,682,504 A A RN P B s - HEE L £
BEREMATER (HEME) 2HEEREERAG
EBA30% 1% =1
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CORPORATE GOVERNANCE AND OTHER INFORMATION

EFEEBMEMER

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

LEoh EBEIRE AR A ANESBRIBERSm2 A E R
ATHIESTTE  A#R 2 CEREARNEEREFRA
A3 A 196,682,504 A A FIRRD P HE B st - Bl m B k&
FEREMA TR (BB EHEEREFRAR
HBiB30% I Z1E -

5 (d)

HERKE BERRALL BRSLTIRESELEARET
ZEERFAN - ZIEAERERERTARARZHE R
TRAZBEmEE A Mz AR A A1,511,05008 A2 &%
NZESEBA

M5t (e)
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So far as is known to the directors and chief executive of the
Company, as at 30 September 2019, save as disclosed below, no
person, other than a director or chief executive of the Company,
had an interest or short position in the shares and underlying
shares of the Company which are required to be disclosed to the

BARNREZEREE{THABRE  1R20194
QHB0R BT XHEEIN BEIERRAES
REEITERABZ ALTRAR ARG R
M BB RIEESRABE KR EXVEE2R
FIDEBIE BRI R TE R IOAE

Company under the provisions of Divisions 2 and 3 of Part XV of

the SFO.

Name of Shareholder

BERE/ 28

Mr. CHAN Wi
RELE

Mr. LEE Shu Kuan
(Deceased on 14 July 2011)
FhimEt
(201157 A14BBHE)

Luk Fook (Control) Limited
e (ER) BB AT

Silchester International Investors LLP

Mitsubishi UFJ Financial Group, Inc.

Silchester International Investors

International Value Equity Trust

L Long position ¥ &

Number of
Shares

B8 A
3,799,022 (1)

240,868,176 (L)
(note (a))

(Fi5F(a))
6,370,229 (1)
243,454,800 (L)
notes (a), () and (c)
EEN A

234,185,672 (1)

76,420,600 (1)

50,059,000 (1)

35,241,600 (1)

Total
Capacity Interest % of Shares

& RaRn ERAEAT

Beneficial Owner 244,667,198 (L) 41.67%
ERBERA

Controlled Corporation
REHEE

Beneficial Owner
ERBERA
Controlled Corporation
REHEE

249,825,029 (L) 42.55%

Beneficial Owner 234,185,672 (L) 39.89%

EREEA
Investment Manager 76,420,600 (L) 13.02%
RELR
Investment Manager 50,059,000 (L) 8.53%
RELR
Investment Manager 35,241,600 (L) 6.00%
RELR
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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
Kuan and the others, and thus Mr. CHAN Wai, the administrator of Mr. Lee Shu
Kuan 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.

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.

()

PREEBZERTHMEAEENBEEEEA BEREMALTHRRA
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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 2019, 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 market, it is believed that Mr. WONG Wai Sheung, being
the Chairman and Chief Executive Officer 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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CORPORATE GOVERNANCE AND OTHER INFORMATION

EFEBEBMEMER

DISCLOSURE PURSUANT TO RULE 13.22 OF
THE LISTING RULES

As at 30 September 2019, 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:

148 £ 7 AL S8 13,220 R H 2 1 IR

MR2019F9H30H AL E M — KRB LA &
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 - 1,075,000 893,000
CEERE (FE)EARAA XN

China Gold Silver Group Associated Company 100,000 - -

Company Limited

FRESREEFRAA B & 2 A
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CORPORATE GOVERNANCE AND OTHER INFORMATION

EFEBEBMEMER

Pursuant to Rule 13.22 of the Listing Rules, an unaudited 1R#E FREISE13.22{5 ;X SHEEAREEHG 5
consolidated balance sheet of CGS with financial assistance from & Bz B4 R 2 RSB S QE’E\ BEER
the Group and the Group’s attributable interest in CGS as at the Z'Km@b_/\ X EAIATH AR B R 2
latest practical date are presented as follows: aan R
Unaudited Group’s
Consolidated Attributable
Balance Sheet Interest
REERTES XEHE
BEARSE BEES
Interests Held Fi{$ & 50%
HK$'000 HK$'000
FHT FHT
Non-current assets ERBEE 233,411 116,705
Current assets mENE E 2,072,009 1,036,005
Current liabilities mENAE (2,069,428) (1,034,714)
Non-current liabilities ERBAR (242,016) (121,008)
Net liabilities FAE (6,024) (3,012)
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.

$’E‘T% WMIRETR ERETETESFR
ZETEA-RRAZBESFHAR Eu’ﬁj{é
BREER ERESNDEANAN-—BEETRE

FRIFR BEEE
SFA -

BA HERREOES

ARREHEAMMER

EREFETESFRI D 2

REBHARER

CHEHBEERAL Wﬁcﬂtﬁ?é%?
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The Audit Committee of the Company has reviewed the financial
statements of the Company for the six months ended 30
September 2019. 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.

Below are the updates and changes of directors’ information since
the date of the Annual Report 2019, required to be disclosed
pursuant to Rule 13.51B(1) of the Listing Rules:

1. Ms. CHUNG Vai Ping ceased to be an Executive Director of
the Company with effect from 1 October 2019.

2. Mr. MAK Wing Sum, Alvin ceased to be an Independent
Non-executive Director of |.T Limited (Stock Code: 0999),
which is listed on the Main Board of The Stock Exchange of
Hong Kong Limited with effect from 2 December 2019.

The register of members of the Company for the interim dividend
will be closed on 13 December 2019 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 2019.

By order of the Board,
WONG Wai Sheung
Chairman & Chief Executive Officer
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TO THE BOARD OF DIRECTORS OF
LUK FOOK HOLDINGS (INTERNATIONAL) LIMITED
(incorporated in Bermuda with limited liability)

We have reviewed the interim financial information set out
on pages 38 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 2019 and the 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.
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PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
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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.

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 2019
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For the six months ended 30 September 2019
HZE201949A30H -/~ 18 A

Revenue
Cost of sales

Gross profit

Other income

Other (losses)/gains, net

Selling and distribution costs

Administrative expenses

Net impairment losses on financial
assets

Operating profit

Finance income
Finance costs

Finance (costs)/income, net
Share of results of associates
Profit before income tax
Income tax expenses

Profit for the period

Profit attributable to:

Equity holders of the Company
Non-controlling interests

Earnings per share for profit
attributable to equity holders of the
Company during the period
— Basic

- Diluted

WA

HERAR

EH

H g A

Bt (B18) et - B8
HERDHE M
THE M
TREEREREFE

15

BHS A

BH5 B

B (BA) WA R

FE (S A R R

4 B 49 74 B 7

FB B

5793 7

A {3
AARBEIE A
SRR

Note
ihg=

11
16

12

HARRREDFE ARG

A2 BREH

—EA&
— 5%

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.

Luk Fook Holdings (International) Limited 7525 (EIPR) HRAE]
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Unaudited
for the six months ended
30 September
RIBER
#EOA30A LA

2019 2018
HK$’000 HK$'000
FTET FHET
6,305,284 7,859,454
(4,419,041) (5,995,821)
1,886,243 1,863,633
50,339 164,790
(132,979) 15,302
(999,673) (1,102,625)
(87,408) (81,517)
(56,051) (21,601)
660,471 837,982
17,820 19,592
(31,671) (12,772)
(13,851) 6,820
(20,608) (5,988)
626,012 838,814
(128,721) (168,859)
497,291 669,955
496,303 665,423
988 4,532
497,291 669,955
HK$0.85#&7C HK$1.137E 7T
HK$0.85#& 7t HKS$1.13/% 7T

BE TP S A ARG BRAR A R I A & FL e — 8D
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For the six months ended 30 September 2019

HZE2019F9H30H LA A

Profit for the period

Other comprehensive income:

Items that may be subsequently reclassified

to profit or loss

Currency translation differences
— Group
— Associates

Items that will not be subsequently
reclassified to profit or loss

Revaluation of financial assets at fair value
through other comprehensive income

Other comprehensive income for the period,

net of tax

Total comprehensive income for the period

Attributable to:
— Equity holders of the Company
— Non-controlling interests

Total comprehensive income for the period

The accompanying notes are an integral part of this condensed
consolidated interim financial information.
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Unaudited
for the six months ended
30 September
REER
#FoH30HILRMEA

2019 2018
HK$’000 HK$ 000
FTHET FHET
497,291 669,955
(334,534) (426,897)
60 (3,260)
(769) (2,134)
(335,243) (432,291)
162,048 237,664
167,616 237,311
(5,568) 353
162,048 237,664

R TS A R ey — B
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As at 30 September 2019

201949 HA30H
(Unaudited) (Audited)
As at As at
30 September 31 March
2019 2019
(RiEE) (Fe®iZz)
20195 20194
9A30H 3H31H
Note HK$’000 HK$ 000
M5 FHET FHET
ASSETS BE
Non-current assets EMBEE
Property, plant and equipment W BB L&A 15 930,415 951,782
Land use rights + Hb s A 15 - 483,131
Investment properties "EYE 15 303,632 311,716
Right-of-use assets EREEE 15 1,329,659 -
Interests in associates REEE N B 2 16 92,731 13,279
Loan to an associate ERT —RBERT 17 - 99,208
Financial assets at fair value through AR EFAEMEERAZ
other comprehensive income TREE 2,365 3,134
Trading license RZHR 1,080 1,080
Deposits and prepayments e RIERIRIE 19 312,955 105,101
Deferred income tax assets RIEFTISREE 68,238 54,643
3,041,075 2,023,074
Current assets MENEE
Inventories 5E 20 8,114,106 9,321,522
Right of return assets RBEEERE 97,989 85,897
Trade receivables 2 5 EWKARIE 21 221,081 362,675
Deposits, prepayments and other e AR BRTE M E R UK
receivables BR I8 19 382,809 474,014
Amount due from an associate FEM— KB AR BRIA 16 - 3,078
Derivative financial instruments MESFTA 18 - 56,219
Income tax recoverable Al E AT 1F 12,124 10,571
Cash and cash equivalents RehkReEFED 22 2,503,903 2,086,522
11,332,012 12,400,498
Total assets BEE 14,373,087 14,423,572

BEFH F 5 AR R AR & h T 75 B R A — &P

The accompanying notes are an integral part of this condensed
consolidated interim financial information. 7 e
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As at 30 September 2019
#2019 9HA30H

EQUITY L]
Capital and reserves attributable to PN
the equity holders of the Company
Share capital
Share premium
Reserves

Non-controlling interests
Total equity 1

LIABILITIES 8
Non-current liabilities 3E
Deferred income tax liabilities
Lease liabilities
Employee benefit obligations

Current liabilities Vi
Trade payables, other payables
and accruals
Contract liabilities
Derivative financial instrument
Lease liabilities
Sales refund liabilities
Amount due to associates

Bank borrowings

Gold loans

Current income tax liabilities
Total liabilities )
Total equity and liabilities 1

The accompanying notes are an integral part of this condensed

consolidated interim financial information.
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ELFMEHARE
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Note
M5

24

25

B o RN - EARENERA

N FERTRIE
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TEemIA
HERRAR
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ELE]

23

16
26
27

(Unaudited)
As at

30 September
2019
(RiBERX)
20195
9A30H
HK$’000
FTET

58,710
2,494,040
7,755,392

10,308,142
40,078

10,348,220

138,821
416,204
10,823

565,848

798,110
91,440
486,230
178,566
4,754
1,193,006
547,464
159,449

3,459,019
4,024,867
14,373,087

(Audited)
As at

31 March
2019
(&&E=Z)
20194
3H31H
HK$’000
FET

58,710
2,494,040
7,964,520

10,517,270
45,646

10,562,916

133,690

10,823
144,513

975,840
122,502
3,929
155,768
2,715
1,855,224
450,889
149,276

3,716,143
3,860,656
14,423,572

BEFH H R R AR R AR & h BT 15 B R — &P
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For the six months ended 30 September 2019

HZE2019F9H30H LA A

Unaudited

For the period ended 30 September 2019
As at 31 March 2019
Change in accounting policy (Note 4)

Restated total equity as at 1 April 2019

Comprehensive income
Profit for the period

Other comprehensive income
Currency tranglation differences
- Group
- Associates
Revaluation of financial assets at fair value
through other comprehensive income

Total comprehensive income
Transaction with owners
Dividends paid

As at 30 September 2019

For the period ended 30 September 2018
As at 31 March 2018
Change in accounting policies

Restated total equity as at 1 April 2018
Comprehensive income
Profit for the period

Other comprehensive income
Currency tranglation differences
- Group
- Associates
Revaluation of financial assets at fair value
through other comprehensive income

Total comprehensive income
Transaction with owners
Dividends paid

As at 30 September 2018

The accompanying notes are an integral part of this condensed

FEFY

#E201959A30A L1
#2019F3A31H
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201954 1A B ESIER A
2EEA
BRG]
Et2EKA
ERzE

-r58

s A4 =
VN

BRABEFAEMZERALZ
EEAKA

BRANZZS
EREE

72019597308
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R20185E3A31H
SHBERED
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BRAANZZ S
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consolidated interim financial information.

Attributable to equity holders of the Company

Share
capital
B*
HK$'000
TET

58,710

58,710

58,710

58,710

58,710

58,710

FOTRBEH AR
Share

premium Reserves
RiFAR 1]
HK$'000 HK$'000
TET TER
(Note 25)

(MiE2s)

2,494,040 7,964,520
- (24,479)
2,494,040 7,940,041
- 496,303
- (327,978)

- 60
- (769)

- 167,616
- (352,265)
2,494,040 7,155,392
2,494,040 7,482,019
- (50,009)
2,494,040 7,432,016
- 665,423

- (422,718)

- (8,260)

- (2,134)

N 237,311

- (322,909)
2,494,040 7,346,418

)

Luk Fook Holdings (International) Limited 7525 (EIPR) HRAE]

Subtotal
it
HK$'000
TET

10,517,270
(24,479)

10,492,791

496,303

(327,978)
60

(769)
167,616
(352,265)
10,308,142

10,034,769
(50,009)

0,084,766
665,423
(422718

(3.260)

(2,134)
237,311

(322909)
9,899,168

Non-
controlling
interests
FRRER
HK$'000
TR

45,646

45,646

988

(6,556)

(5,568)

40,078

44,968

44,968

4,532

(4,179)

353

45,321

Total
Equity
EaeE
HK$'000
TET

10,562,916
(24,479)

10,538,437

497,201

(334,534)
60

(769)
162,048
(352,265)

10,348,220

10,079,737
(50,009

10,029,734

669,955

(426,897)
(3.260)

2,134)
237,664

(322,909)
9,944,489

BEMIF sE R AR AR AR A BB 15 B R ey — &P



For the six months ended 30 September 2019
HZE201949A30H -/~ 18 A

Cash flows from
operating activities
Net cash generated
from/(used in) operations
Hong Kong profits tax paid
Overseas income taxes paid

Net cash generated from/(used in)
operating activities
Cash flows from
investing activities
Purchases of property,
plant and equipment
Purchase of investment properties
Prepayment for purchase of
properties
(Increase)/decrease in short-term
bank deposits, with maturities
over 3 months
Interest received
Loans advanced to an associate
Proceeds from disposals of property,
plant and equipment

Net cash used in investing activities

Cash flows from
financing activities
Proceeds from bank borrowings
Repayment of bank borrowings
Repayment of gold loans
Proceeds from gold loans
Interest on bank borrowings and

gold loans

Dividends paid
Repayment of lease liabilities

Net cash (used in)/generated from
financing activities

Note
M
BRETDHZHRERE

BEELE/ (A2
R4 %4

B E SIS B
BB 53 B

BEEBEL (FB)Z
e

RAZDZRLRE

BEWE BB NMRE

15
BEREME
BEWMEZEMNKER

AHREB=EAN
REHIERITIF R
(4gh0) E A

B2 UF S

BT -—RBERRZER

HEME BE &
RIS R

BREZBAAZ RS FER
MREIHZRAGTE

RITERPAISFIA
BEBITER
ERESEE

B EEMBHIA
RITERRESEENS

g

BEEEAE

MEES (A EEZ
REFRR

Unaudited
for the six months ended
30 September
RIBE X
#FoA30HIERER

2019 2018
HK$’000 HK$’000
TFHET FET
2,086,303 (872,213)
(3,380) (3,663)
(121,156) (95,804)
1,961,767 (471,680)
(58,589) (485,810)
- (22,108)
(209,894) (331,714)
(1,078) 197,808

17,028 20,827

- 43,190

445 1,705
(252,088) (576,102)

402,000 1,460,905
(1,063,140) (625,749)
(1,017,064) (472,873)

1,086,202 781,307
(17,556) (12,772)
(352,265) (322,909)

(233,473) -

(1,195,296) 907,909
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For the six months ended 30 September 2019
HZE201949A30H -/~ 18 A

Unaudited
for the six months ended
30 September

REE
#HFOA30HIL<EAR
2019 2018
Note HK$’000 HK$’000
[{hg=3 THET FHET
Net increase/(decrease) in cash and HRE&RRESHEW 2
cash equivalents g, O ) F58 514,383 (139,873)
Cash and cash equivalents at 1 April PM4B1BE 7R RIS EEYD 22 2,086,522 1,900,059
Exchange differences ME W %R (97,002) (119,925)
Cash and cash equivalents MROABR v RE LIRS EEY
at 30 September 22 2,503,903 1,640,261

The accompanying notes are an integral part of this condensed — B&Bi Bl st B A B4R A& P HIBF 75 B R ey — 26

consolidated interim financial information. e
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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 Victoria Place, 5th Floor, 31 Victoria
Street, Hamilton HM 10, 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.

This condensed consolidated interim financial information
for the six months ended 30 September 2019 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 2019, which were prepared in accordance
with Hong Kong Financial Reporting Standards (‘HKFRSs”).

Except as described below, the accounting policies applied
are consistent with those of the annual financial statements
for the year ended 31 March 2019, 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.
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Floor, 31 Victoria Street, Hamilton HM 10,
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New standards and amendments to existing
standards that are effective for the first time for the
financial year beginning 1 April 2019:

Amendments to HKAS 12, Annual Improvements
HKAS 23, HKFRS 3 2015-2017 Cycle
and HKFRS 11

Amendments to HKAS 19 Plan Amendment, Curtailment
or Settlement

Amendments to HKAS 28 Long-term Interests in
Associates and Joint Ventures

Amendments to HKFRS 9 Prepayment Features with
Negative Compensation

HKFRS 16 Leases

HK(IFRIC)-Int 23 Uncertainty over Income Tax

Treatments

The impact of the adoption of HKFRS 16, “Leases” is
disclosed in Note 4 below.

Apart from aforementioned HKFRS 16, there are no
other new standards, amendments to standards and
interpretations that are effective for the first time for
this interim period that could be expected to have a
material impact on the Group.

Luk Fook Holdings (International) Limited 7525 (EIPR) HRAE]
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Certain new standards and amendments to existing
standards have been published that are mandatory for
the Group’s accounting periods beginning on or after
1 April 2019, which the Group has not early adopted,
are as follows:

Amendments to Definition of a Business

HKFRS 3 (Revised)

Conceptual Framework  Revised Conceptual Framework

for Financial for Financial Reporting
Reporting 2018
HKFRS 17 Insurance contracts @
Amendments to HKFRS  Sale or Contribution of Assets

10 and HKAS 28 between an Investor and its

Associate or Joint Venture ©

(1) Effective for annual period beginning on or after 1 January
2020

2) Effective for annual period beginning on or after 1 January
2021

Q) To be announced by HKICPA

The directors of the Group are in the process of
assessing the financial impact of the adoption of the
above new standards and amendments to standards.
The directors of the Group will adopt the new
standards and amendments to standards when they
become effective.
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Below explains the impact of the adoption of HKFRS 16
“Leases” on the Group’s financial statements and discloses
the new accounting policies that have been applied from 1
April 2019, where they use different to those applied in prior
period.

The Group has adopted HKFRS 16 from 1 April 2019,
but has not restated comparatives for the 2018 reporting
period, as permitted under the specific transitional
provisions in the standard using a modified retrospective
approach. The reclassifications and the adjustments arising
from HKFRS 16 are therefore recognised in the opening
condensed consolidated statement of balance sheet as at 1
April 2019.

On adoption of HKFRS 16 “Leases”, the Group
recognised lease liabilities in relation to leases which
had previously been classified as ‘operating leases’
under the principles of HKAS 17 “Leases”. These
liabilities were measured at the present value of the
remaining lease payments, discounted using the
lessee’s incremental borrowing rate as at 1 April 2019.
The weighted average lessee’s incremental borrowing
rate applied to the lease liabilities on 1 April 2019 was
3.14%.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRI O P EAR S S I 5T

4 CHANGES IN ACCOUNTING POLICY 4 EERFEEH @)
(Continued)
(a) Adjustments recognised on adoption of (a) BMEBUMBEREERE16MR
HKFRS 16 “Leases” (Continued) R | FRRZEE (&)
Set out below is a reconciliation of the operating lease AT &5 R2019F3A31B I E 2
commitments disclosed at 31 March 2019 to lease T E AR N2019F4 A1 B
liabilities recognised on 1 April 2019: RZEEBEZHE:
HK$’ 000
FHET
Operating lease commitments disclosed 20193 A1 A #HTE 2
as at 31 March 2019 R E A 817,010
Less: Short-term leases to be recognised W BB AER AR 2
on a straight-line basis as expense MHEHE (87,382)
729,628
Effect of discounting at incremental borrowing B IRER 4 B HR R I 8 (8 SR &
rate at the date of initial adoption TR s & (14,373)
Lease liabilities recognised upon initial adoption &R ERAAE B B 75 5 B 551657
of HKFRS 16 RHERAZHEAE 715,255
Representing: b=
Current lease liabilities mEHEa®E 358,126
Non-current lease liabilities EnBHEEaRE 357,129
715,255
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The right-of-use assets were measured on a
retrospective basis as if the new rules had always
been applied, adjusted by the amount of any
prepaid or accrued lease payments relating to that
lease recognised in the condensed consolidated
balance sheet as at 31 March 2019. There were no
onerous lease contracts that would have required an
adjustment to the right-of-use assets at the date of
initial application. In addition, land use rights previously
presented as a separate item and certain property,
plant and equipment on the condensed consolidated
balance sheet are grouped as part of right-of-use
assets with effect from 1 April 2019.

The recognised right-of-use assets relate to the
following types of assets:

FREEERBPEETE BN
FRA—EHEEER  WIZBHN2019
FIAHZERGREEERAER
FEREZ A EMRE 2 Rk
FESAENREETAE - RER
FEARE WHEAARFERAELE
MEBMERES L - o 52019
FLR1B R EEBHGEEEAR
FKPEREY AEBIEE 2 LHb(E
BENRETYE BEREED
HREREEE o

HEATNEERRIB M2 C AR
BEE:

As at As at
30 September 1 April
2019 2019
20195 R20194F
9A30H 4818
HK$’000 HK$’000
TFHET FAET
Land use rights in Mainland China A (TAR]) 2
(“Mainland”) T b A 447,058 483,131
Properties leases WEHE 882,601 696,336
Total right-of-use assets EREEERRE 1,329,659 1,179,467
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The change in accounting policy affected the following
items in the condensed consolidated balance sheet

on 1 April 2019:

Condensed consolidated
balance sheet (Extract)

ASSETS

Non-current assets
Right-of-use assets

Property, plant and equipment
Land use rights

Deferred income tax assets

Current assets
Deposits, prepayments and
other receivables

LIABILITIES
Non-current liabilities
Lease liabilities

Current liabilities

Lease liabilities

Trade payables, other payables
and accruals

EQUITY
Retained earnings

BREEREARS (HH)

RE
FRDEE
EREEE
ER LN E
TifEE
EXHMEHEE

RBEE
Ze BNREREMEKERER

ffR
FRBRE

RBRAR
HEARE
BHRMER B EAERAR
JEst R

ST BREEE LA T 201964 A1
ArEpGsaEEaABRTHEEE

C By 48R .
M

31 March
2019

(As originally
presented)
20195
3A31H
(IE5R)
HK$'000
THET

951,782
483,131
54,643

474,014

975,840

7,964,520

Effects of
the adoption
of HKFRS 16
BT EME

WEER
L3 44
HK$'000
TET

1,179,467
(2,714)
(483,131)
4,009

(12,331)

367,129

368,126

(5,456)

(24,479)

1 April
2019
(Restated)
20194
4B1H
(BEH)
HK$'000
TET

1,179,467
949,068

58,672

461,683

367,129

368,126

970,384

7,940,041
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Practical expedients applied

In applying HKFRS 16 for the first time, the Group has
used the following practical expedients permitted by
the standard:

° the use of a single discount rate to a portfolio of
leases with reasonably similar characteristics

° reliance on previous assessments on whether
leases are onerous

° the accounting for operating leases with a
remaining lease term of less than 12 months as
at 1 April 2019 as short-term leases

° the exclusion of initial direct costs for the
measurement of the right-of-use asset at the
date of initial application, and

° the use of hindsight in determining the lease
term where the contract contains options to
extend or terminate the lease.

The Group has also elected not to reassess whether
a contract is, or contains a lease at the date of
initial application. Instead, for contracts entered into
before the transition date the Group relied on its
assessment made applying HKAS 17 and HK(IFRIC)-
Int 4 “Determining whether an Arrangement contains a
Lease”.

Luk Fook Holdings (International) Limited 7525 (EIPR) HRAE]

HFRAZUTRESZE
BREREEMGREEFE165
R AEBE KA AT 2 ZERIFTRT
A ZAITRETE:

e HWHBEAEMUREZEES
MARME-RE

. EEENBREERTER
2

. R2019F4 18 & T~ HEI
K12 Rz &EHEERR
BT E R

e RNREREMAMFEEME
BERHBRITEERAA &

HEMES-

AEBNTDEEIEHNTHENE
BEREAAHRSAABEHE
B HRERERBRAGIZZE
# AEBKBEEBEEGE
AE7TERES (BRMBERE2
BZEg) 2EBRIREELH
EEBREE]BEL G-



The Group leases various retail spaces and premises,
warehouses, offices and equipment. Rental contracts
are typically made for fixed periods of 1 to 5 years but
may have extension options as described in Note 4(b)
(i) below. Lease terms are negotiated on an individual
basis and contain a wide range of different terms and
conditions.

The Group also leases certain land use rights in
Mainland. These land use rights are leased for a
period of between 16 to 51 years on which plants and
buildings of the Group are situated on.

The lease agreements do not impose any covenants,
but leased assets may not be used as security for
borrowing purposes.

Until the financial year ended 31 March 2019, leases
of property were classified as operating leases.
Payments made under operating leases (net of any
incentives received from the lessor) were charged to
consolidated income statement on a straight-line basis
over the period of the lease.

From 1 April 2019, leases are recognised as a right-
of-use asset and a corresponding liability at the date
at which the leased asset is available for use by the
Group. Each lease payment is allocated between the
liability and finance cost. The finance cost is charged
to condensed consolidated income statement over
the lease period so as to produce a constant periodic
rate of interest on the remaining balance of the liability
for each period. The right-of-use asset is depreciated
over the shorter of the asset’s useful life and the lease
term on a straight-line basis.
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Assets and liabilities arising from a lease are initially
measured on a present value basis. Lease liabilities
include the net present value of the following lease
payments:

° fixed payments (including in-substance fixed
payments), less any lease incentives receivable

° variable lease payment that are based on an
index or a rate

° amounts expected to be payable by the lessee
under residual value guarantees

° the exercise price of a purchase option if the
lessee is reasonably certain to exercise that
option, and

° payments of penalties for terminating the lease,
if the lease term reflects the lessee exercising
that option

The lease payments are discounted using the interest
rate implicit in the lease. If that rate cannot be
determined, the lessee’s incremental borrowing rate
is used, being the rate that the lessee would have to
pay to borrow the funds necessary to obtain an asset
of similar value in a similar economic environment with
similar terms and conditions.
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Right-of-use assets are measured at cost comprising
the following:

the amount of the initial measurement of lease
liability

any lease payments made at or before the
commencement date less any lease incentives
received

any initial direct costs, and

restoration costs

Payments associated with short-term leases and
leases of low-value assets are recognised on a
straight-line basis as an expense in condensed
consolidated income statement. Short-term leases are
leases with a lease term of 12 months or less.

(i

Variable lease payments

Estimation uncertainty arising from variable lease
payments

Some property leases contain variable payment
terms that are linked to sales generated from a
store. For individual stores, up to 100 percent
of lease payments are on the basis of variable
payment terms and there is a wide range of
sales percentages applied. Variable payment
terms are used for a variety of reasons, including
minimising the fixed costs base for newly
established stores. Variable lease payments that
depend on sales are recognised in condensed
consolidated income statement in the period
in which the condition that triggers those
payments occurs.
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(i)  Extension and termination options

Extension and termination options are included
in certain property and equipment leases across
the Group. These terms are used to maximise
operational flexibility in terms of managing
contracts. The majority of extension and
termination options held are exercisable only by
the Group and not by the respective lessor.

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 condensed consolidated
financial statements for the year ended 31 March 2019.
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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 2019.

There have been no changes in the risk management
department or in any risk management policies since
31 March 2019.

Compared to year ended 31 March 2019, there was
no material change in the contractual undiscounted
cash out flow for financial liabilities.

The carrying values of the Group’s financial
assets, including cash and cash equivalents, trade
receivables, deposits, prepayments and other
receivables, amount due from an associate, loans
to an associate, and the Group’s financial liabilities,
including trade payable, other payables and accruals,
bank borrowings and amount due to associates, 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
end of reporting period. The quoted market price used
for financial assets held by the Group is the current bid
price.
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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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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRI O P EAR S S I 5T

6 FINANCIAL RISK MANAGEMENT (Continued) 6 HMERRERE(#E)

6.3 Fair value estimation (Continued) 6.3 AREME ()
The following tables present the Group’s financial TREVAREER201969H30H
assets and liabilities that are measured at fair values at BEARBEHENSREERAE-
30 September 2019.
Level 1 Level 2 Level 3 Total
F—8 -t | EZiR - Hy

HK$'000 HK$000 HK$'000 HK$000
FET T FET THET

As at 30 September 2019 1201959 A30H
Assets BE
Financial assets at fair BARBEHAENLEZE
value through other WAZ eREE
comprehensive income 2,365 - - 2,365
Liabilities AR
Gold loans with cash settlement R &XEzZ2EE 547,464 - - 547,464
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRI O P EAR S S I 5T

6 FINANCIAL RISK MANAGEMENT (Continued) 6
6.3 Fair value estimation (Continued)
The following tables present the Group’s financial
assets and liabilities that are measured at fair values

MEREER (1)

6.3 LR{EME(8)
TREHNAREBER2019F3HA31H
BARBEHENCHEERAR-

60

as at 31 March 2019.

Level 1 Level 2 Level 3 Total
E—& E-H E=R @t
HK$'000 HK$'000 HK$'000 HK$'000
TET THT TET THT
As at 31 March 2019 7201953 A31H
Assets BE
Derivative financial instruments THESRIA
- Convertible bond - HRES - 56,219 - 56,219
Financial assets at fair BARBIHAELZE
value through other WAz eREE
comprehensive income 3,134 - - 3,134
Total assets BEE 3,134 56,219 - 59,353
Liabilities AR
Gold loans with cash settlement R &XEzZ2EE 450,889 - - 450,889
Derivative financial instrument fTEERMTA
— Foreign exchange forward —NEREED
contract - 3,929 - 3,929
Total liabilties Baf 450,889 3,929 - 454,818
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The Group’s policy is to recognise transfers into and
transfers out of fair value hierarchy levels as of the
date of the event or change in circumstances that
caused the transfer.

There were no transfers between Level 1, Level 2 and
Level 3 fair value hierarchy classifications. There were
no significant changes in valuation technique during
the period.

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

ii. ~ Wholesaling—Hong Kong

iv.  Wholesaling—Mainland

V. Licensing

CODM assesses the performance of the operating
segments based on segment results. Finance income and
costs, share of results of associates, 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.
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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.

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 2 manner consistent with that in the
condensed consolidated income statement and condensed
consolidated balance sheet.
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(Unaudited)

Revenue
Sales to external customers
Sales of scrap

Inter-segment sales

Sales of merchandises
Royalty and service income
Consultancy fee income

Total
Results of reportable segments

A reconciliation of results of
reportable segments to profit for
the period is as follows:

Results of reportable segments

Unallocated income

Unallocated expenses

Operating profit

Finance income

Finance costs

Share of results of associates

Profit before income tax
Income tax expenses

Profit for the period
Less: Profit attributable to
non-controlling interests

(REER)

KA
HONEPHE
SRR

D EEHE
HERR
RERRHERA
ELGESON

firm

LES kit 4

CETTEITT D
ERHENT:

MEHSBRE
AAERA
FARRX

BERA

BBMA

BBER
EEBERRRE

B R AR
FfEHARX

Hmas
RN S Yyl

Profit attributable to equity holders of AT ERHH AE{EBRH

the Company

Retailing -
Hong Kong,
Macau and
overseas
8-

LA L]
Ris
HK$'000
TER

3,544,238

3,544,238
65,986

3,610,224

3,610,224
262,888

Retailing -
Mainland

SE-Ak
HK$'000
T#T

943,121

943,121
8,286

951,407

951,407
93,928

For the six months ended 30 September 2019

HE2019F9A30A LA ER
Wholesaling-  Wholesaling -
Hong Kong Mainland
#B-E¥  HR-Ak
HK$'000 HK$'000
TR T#T
M,728 1,318,501
16,185 -
57,913 1,318,501
967,187 330,447
1,025,100 1,648,948
1,025,100 1,648,948
29,256 135,730
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Licensing

RERE
HK$'000
TET

388,174
53,337

441,511
312,594

Inter-
segment
elimination

RG]
HK$'000
TET

(1,371,906)
(1,371,906)

(1,371,906)

Reportable
segments
Total

TER
B
HK$'000

TET

5,847,588
16,185

5,863,773

5,863,773
388,174
53,337

6,305,284
834,396

834,396
39,323
(213,248)

660,471

17,820
(31,671)
(20,608)

626,012
(128,721)

497,291

(988)

496,303



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

7 SEGMENT INFORMATION (Continued) 7 SEEHEm
As at 30 September 2019
1#201959A 308
Retailing -
Hong Kong,
Macau and Retailing - Wholesaling-  Wholesaling -

overseas Mainland Hong Kong Mainland Licensing  Unallocated Total

PE-

EE20
R SE-mM HB-FE  HBR-AK BIERHE E3o ) #it
(Unaudited) (REER) HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TR TET TERT TET TET
Segment assets PHEE 5,886,193 1,820,501 1,005,166 3,143,031 518,055 12,372,946
Interests in associates N YNGR 5 92,731 92,731
Land and buildings T RiEF 885,185 885,185
Investment properties RENE 303,632 303,632
Deferred income tax assets BEMEHAE 68,238 68,238
Income tax recoverable EFER 12,124 12,124
Other unallocated assets HinkAREE 638,231 638,231
Total assets HEE 14,373,087
Segment liabilties AHEE (1,144,676) (30,082) (30,329) (192,441) (510,564) (1,908,092)
Deferred income tax iabilties BRAMBHER (138,821) (138,821)
Current income tax liabilties MBHMEHER (159,449) (159,449)
Bank borrowings BITER (1,193,006) (1,193,006)
Gold loans BoiE (547,464) (547,464)
Other unallocated liabilties HERHRER (78,035) (78,035)

Total liabilities Bafk (4,024,867)
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
EIRAR O PHA S &

7

=i

SEGMENT INFORMATION (Continued)

7

SEHEH (W)

For the six months ended 30 September 2018

EZ201859A30A LA EA
Retailing -
Hong Kong, Inter- Reportable
Macau and Retaling-  Wholesaling-  Wholesaling - segment segments
overseas Mainland Hong Kong Mainland Licensing elimination Total
TE-
R ! PES
RESN BE-mE RE-FBE O BE-A mEEE  HPEEE Pt
(Unaudited) (REER) 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 4,853,922 1,153,768 30,691 1,423,082 - - 7,461,463
Sales of scrap HEER - - 16,872 - - - 16,872
4,853,922 1,163,768 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 HEBERD 4,902,456 1,154,093 1,205,070 1,806,651 - (1,589,935) 7,478,335
Royalty and service income BERBHEEUA - - - - 346,024 - 346,024
Consultancy fes income BRERA - - - - 35,005 - 35,095
Total Eb 4,902,456 1,164,093 1,205,070 1,806,651 381,119 (1,593,935) 7,859,454
Results of reportable segments ERSBER 335,443 60,956 57,727 122,778 273,281 - 850,185
A reconcliation of results of 2P PEERER
reportable segments to proft EHEERT:
for the period is as follows:
Results of reportable segments TEGABER 850,185
Unallocated income FARMA 37,758
Unallocated expenses FAERT (49,961)
Operating profit HEERT 837,982
Finance income FBIA 19,592
Finance costs B5BA (12,772)
Share of results of associates EEBENRAEE (5,988)
Profit before income tax R @R AR F 838,814
Income tax expenses FrERES (168,859)
Profit for the period HRid 669,955
Less: Profit attributable to non-controling 7 : FEFE B 2 B 5 571
interests (4532)
Profit attributable to equity holders ~ ZAFAHH AB{ERH
of the Company 665,423
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

BRER P HART RS SR Y ST

7

66

SEGMENT INFORMATION (Continued) 7 SEEHE
As at 31 March 2019
20193731 A
Retailing -
Hong Kong,
Macau and Retaling-  Wholesaling-  Wholesaling -
overseas Mainland Hong Kong Mainland Licensing Unallocated Total
TE-
R !
R TE-Ri HE-EE #E-A miEEH AR &t
(Audited) (85%) HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TET TR TEL TR TR THET
Segment assets HBEE 5,352,196 1,683,713 1,263,750 3,542,066 587,827 12,429,552
Interests in associates REE AR B 13,279 13,279
Land and buildings T REF 620,470 620,470
Investment properties BEME 311,716 311,716
Deferred income tax assets EEFEHEE 54,643 54,643
Income tax recoverable TREFHREH 10,571 10,571
Other unallocated assets ERAREE 983,341 983,341
Total assets HEE 14,423,572
Segment liabilties HHEE (370,099) (52,961) (66,092) (206,891) (488,507) (1,184,550)
Deferred income tax liabilities BEAMEHER (183,690) (183,690)
Current income tax liabiliies MBMEHER (149,276) (149,276)
Bank borrowings SAER (1,855,224) (1,855,224)
Gold loans ELEE (450,889) (450,889)
Other unallocated liabilties kA RERE (87,027) (87,027)
Total liabilities #AR

Luk Fook Holdings (International) Limited 751855 (EFR) R AT
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Operating profit is stated after charging the following:

30 September
#FoA30HIERER
2019 2018
HK$’000 HK$’000
THET FET
Cost of sales (Note) SHERA (F3E)
- Cost of inventories sold —BERFEKAR 4,296,960 5,893,319
— Cost of licensing business — B TSR 122,081 102,502
Staff costs BIRAK (BIEEEHE)
(including the directors’ emoluments) (P7E)
(Note) 413,871 447,517
Rental expense in respect of HERZ B
— Contingent rents —AES - 95,621
— Minimum lease payments and —HEEENFEEHEEZ
short term leases - 301,998
Expenses relating to short-term leases REHERATEHEE RN
and variable lease payments iElE L 125,880 -
Commission expenses to credit card SR ERRRARIZHERAX
companies 36,808 51,720
Depreciation of right-of-use assets CREESETE 229,966 -
Depreciation of investment properties WEYEITE 4,560 587
Depreciation of property, Y- BB M E
plant and equipment 54,732 50,240
Amortisation of land use rights oMb A A 5 - 4,858
Loss on disposal of property, HEWE - BERREEE
plant and equipment 8,623 1,078

Note:

GEE

RN THNE BRI

For the six months ended

Staff costs (including the directors” emoluments) of HK$157,298,000 (2018:
HK$195,663,000) are included in cost of sales.

HERARIEE TA (BIEEEHE 157,298,000
77T (20184 : 195,663,000/ 7T) ©
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRI O P EAR S S I 5T

9

68

OTHER INCOME

9 HftlxA

For the six months ended

30 September

#FoHA30AHILARMEA
2019 2018
HK$’000 HK$’000
THET FET

Government subsidies IR

— Valued-added tax refund (Note i) —IBEBUR K (M) 6,276 128,081
~ Other subsidies (Note ii) — H R (BT Ei) 18,156 22,635
Rental income HaBA 16,272 2,738
Others H b 9,635 11,336
50,339 164,790

Notes: BsE -

i This represents refunds from the tax authority in Mainland. The 0] WARE R B E 2 R - R RE FBITER
amount of refund is based on the VAT payment made in excess of 4% B IRE I ERA%EH 2 B ER TR E -
of the original input VAT. The Group is entitled to the refund as it is a HERAEE A LGEAR S ZKE  Mi#
member of the Shanghai Diamond Exchange and the diamonds are ATNEREBEBARSMED BAKESR
imported through the Shanghai Diamond Exchange. R

(ii) This represents subsidies from a municipal government in Mainland. (ii) I B R b TR R T 35 2 il B

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



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

10 OTHER (LOSSES)/GAINS, NET 10 Hftt (BiR) &a B8
For the six months ended
30 September
#EOA30A LKA
2019 2018
HK$’000 HK$'000
FET FET
Net realised (losses)/gains on TEEmMIAZEEIR
derivative financial instruments (Note) (E18) W% (M) (26,718) 25,320
Fair value gains on convertible bond AR ES 2 Ao ERE
(Note 18) (HMfzx18) 861 3,471
Net realised gains on INEREIG X 2 B E#IR
foreign exchange forward contracts Wiz 558 5,822 5,059
Net unrealised gains on INEIRERG ) 2 REIR
foreign exchange forward contracts Wz F 58 - 2,580
Net realised (losses)/gains on gold loans &= &EE 2 2 IR
(B18) e (56,252) 21,974
Net unrealised (losses)/gains on gold loans &&EE 2 K #I18 (EiE),/
(Note 27) W 58 (MaE27) (13,679) 15,253
Net exchange losses i H B8 F R (43,013) (58,355)
(132,979) 15,302
Note: B aE -
Derivative financial instruments mainly represent gold contracts and gold NMTESRMIAFERESSANRESHEAN -
future contracts. These derivative financial instruments are not qualified for BV BREENFOREFT ZETEERIADT
hedge accounting within the context of HKFRS 9. HEEH e EE -
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRI O P EAR S S I 5T

11 FINANCE (COSTS)/INCOME, NET 11 % (ERB) KA B8
For the six months ended
30 September
#FoA30HIENER
2019 2018
HK$’000 HK$’'000
FHET FH T
Finance income B I U A
— Bank interest income —IRITHBUA 15,826 16,228
— Effective interest income on B - Iiat= /N 50
the loan to an associate BERZ BB BUWA 792 2,129
— Interest income on the convertible bond  — AI IR (E % 2 K 2 U A 1,202 856
— Interest income on the short term — BT R E QRN EH
loans to an associate Bz A B WA - 379
17,820 19,592
Finance costs B 15 E A
- Interest expenses on bank borrowings ~ —fR{ITERZFEMX (15,985) (10,595)
— Interest expenses on gold loans — =2 EEZFERAY (1,571) 2,177)
— Interest expenses on lease liabilities - MHEBGEIHNERX (14,115) -
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, @1.671)  (12772)
Finance (costs)/income, net B (BR), /WA F58 (13,851) 6,820
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRI O P EAR S S I 5T

12 INCOME TAX EXPENSES 12 FFHREAX
Hong Kong profits tax has been provided at the rate of BB NS TR B ER & 5T FE R B 7
16.5% (2018: 16.5%) on the estimated assessable profits R %16.5% (20184 : 16.5% ) 51 I8 &
for the period. fo
Taxation on overseas profits has been calculated on the NG F 2 BUIA Th sk B R FE SR B A
estimated assessable profits for the period at the rates MRAEBEBATERE R ERTHE -
of taxation prevailing in the countries in which the Group
operates.

For the six months ended

30 September
#FoA30HIERER
2019 2018
HK$’000 HK$ 000
TET FHET
Current taxation: BNHARH 18
- Hong Kong profits tax —BENEN 24,116 41,588
— Overseas taxation —/FINEIE 109,040 100,210
Deferred income tax EEFTISH (4,435) 27,061
128,721 168,859
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The calculation of basic earnings per share is based on
the Group’s profit attributable to equity holders of the
Company of HK$496,303,000 (2018: HK$665,423,000)
and the weighted average number of 587,107,850 (2018:
587,107,850) ordinary shares in issue during the period.

Diluted earnings per share for the six months ended 30
September 2019 and 2018 are the same as the basic
earnings per share as there were no potential dilutive
ordinary shares outstanding during the period.

At a meeting held on 27 June 2019, the directors of the
Company recommended the payment of a final dividend of
HKS$0.60 per ordinary share, amounting to a total dividend
of HK$352,265,000 for the year ended 31 March 2019.
Such dividend was approved by the shareholders at the
Annual General Meeting of the Company on 22 August
2019 and has been reflected as an appropriation of retained
earnings for the period ended 30 September 2019.

At a meeting held on 28 November 2019, the directors
declared the payment of an interim dividend of HK$0.50
per ordinary share, amounting to a total dividend of
HK$293,554,000. 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
period ended 30 September 2019.

SRERBFTIBREARABDERIFEA
JiE {5 A &= @ ¥4 11496,303,0007% 7T (2018
F 1 665,423,000 70) M HIRW B B 17X
B 2 HNkE S 5 #587,107,8504% (2018
% 1 587,107,8500% ) 5+ & -

AR EDBEITABEEENED
LB IEL = 20194 K 20189 A30H
EAREAzBREERFEGREARNE
FIAERE

M2019F6 H27THE 1T 2% £ AT
BERARNEE2019F3A31HILFE
ZAREAME B EREEAR0.60/8 T IR B4R
51 4352,265,000/%8 0o B K SRR
FEARRRIN20199F8 A22 H 81T 2 I 3R iA
FREHE WE KRB AEZE2019F9A
30 IEHIE 2 (RE &R 7 I ©

MR2019F 11 28R BTy g% L &S
TR EAIR B AT @AR0.5078 7T - IR B
45t /293,554,000 7T © It B Ik B AP
R EBRALGS PP BER P IE
JETIE B - 8 M AE Z£2019F9 A30
BIEER 2 REEF D -
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Net book value,
as at 31 March 2019
Change in accounting policy (Note 4)

Net book value, as at
1 April 2019 (restated)
Additions
Disposals
Depreciation/amortisation for the period
Exchange differences

Net book value, as at
30 September 2019

Net book value, as at 1 April 2018
Additions

Disposals

Depreciation/amortisation for the period
Exchange differences

Net book value, as at 30 September 2018

Note:

BEFE:
201943 A31H
SHBEED (Hi34)

BEFE:
R2019F4 A1 (BET)
NE
&
HAIE B
X Z
REFE:
#2019F9A30H

BRTE(E - 7220185418
NE

&

HRIE B

EXZER

BREFE 12018594308

Property,
plant and
equipment
nE -BE
R fn
HK$'000
TER
Note

i

951,782
2,714)

949,068
58,589
(9,068)
(54,732)
(13,442)

930,415

547,659
617,622

(2,783)
(50,240)
(18,305)

1,093,953

As at 30 September 2019, leasehold land of HK$482,346,000 (31 March
2019: HK$491,031,000) were classified under property, plant and equipment.

Land

use rights
tith
R
HK$'000
TER

483,131
(483,131)

273,019

(4,858)
(24,608)

243,653

B AE -

Investment
properties

REME
HK$'000
TET

311,716

311,716

(4,560)
(3,524)

303,632

35,810
22,108

(587)
(1,799)

55,538

Right-of-
use assets

ERERE
HK$'000
TET

1,179,467

1,179,467
411,208

(229,966)
(31,050)

1,329,659

Total

it
HK$'000
TET

1,746,629
693,622

2,440,251
469,797
(9,068)
(289,258)
(48,016)

2,563,706

856,488
639,730

(2,783)
(55,685)
(44,706)

1,393,044

%20199F9 430 - & 1 1482,346,000/ 7T (2019
F3A31H :491,031,0008 7T) i MEWE - W5

@i
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As at As at

30 September 31 March
2019 2019
#20195 20194
9H30H 3H31H
HK$’000 HK$’000
TFHET FET
Interests in associates NN 92,731 13,279
Amount due from an associate (Note i) JEM — KBt A Rl BRIE
(HtaED) - 3,078
Amount due to associates (Note i) FET S AR BRIE (P FEI) (4,754) (2,715)
For the six months ended
30 September
#FoA30HIEAREA
2019 2018
HK$’000 HK$’'000
THET FET
As at 1 April R4A1H 13,279 67,593
Share of results of associates for FEAG & A F BN SR
the period (Note ii) (BT 5T (20,608) (5,988)
Share of reserve movement of FE(REZ N B HARNREEE
associates for the period 60 (3,260)
Reclassified from loan to an associate HERTFT—RBEQAERN
(Note 17) ¥ (FzE17) 100,000 -
As at 30 September MR9A30H 92,731 58,345
Notes: BiaE -
[0) Amount due from/(to) associates are trade in nature. Amount due 0] U (ERBENBREBES ML -

from/(to) associates 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 (i)
with that of the Group and the financial statements used for equity
accounting are for the 6 months period ended 30 June 2019. This
associate uses 30 June as its financial year to conform with its
holding company’s reporting date.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

EIRAR O PHA S &

INTERESTS IN ASSOCIATES (Continued)

16

17

Notes: (Continued)

=i

REELFRZHER (&)
e ()

(i) The Group’s associates did not have any significant commitments as (il AN 8 2 B R B 7A20199F9 A30 A %2019
at 30 September 2019 and 31 March 2019. FIASTA WA E R
LOAN TO AN ASSOCIATE 17 BERF—XKBELT
As at As at
30 September 31 March
2019 2019
®2019% 20194
9A30H 3H31H
HK$’000 HK$'000
FTHET T
Non-current portion EREBBS
Loan to an associate ERF—XEE QT 100,000 99,208
Reclassified as interest ERBEAEN K
in an associate /N (100,000) -
- 99,208

Note:

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 was

unsecured, interest-free and not to be repaid within one year after the end of

the reporting period.

During the period ended 30 September 2019, having considered the financial

position and future business development of CGS, it is not expected that this
shareholder loan will be demanded for in the near future and therefore the

balance is reclassified as part of interest in an associate.

B AL -

?dﬁﬁ%omﬁtsﬁeﬁﬂ&zﬁ%ﬁ*ﬁééﬁiﬂfﬂ@i&%lﬁﬁ&
AR ([PEESR]) AEEBREEERERBRL
AI([BEBERERDEAEER—ERRER M
# B & R {2 4£100,000,0008 LA & fEA— & E
EeRANERER RRERDEERF 288

BERREHERE - FREE-

MEZE20195F9 A30R IE I KEER B SR 2B
BRRRARREBERR AEBRAZERRE
HE BRI HAREREE Bl ZEHREND
BRAR—RBERR R 8D
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRI O P EAR S S I 5T

18 DERIVATIVE FINANCIAL INSTRUMENTS 18 f1E&MmI A
As at As at
30 September 31 March
2019 2019
20195 2019%F
9H30H 3H31H
HK$’000 HK$’000
TFHET FAT
Assets BH5E
Current asset MENEE
Convertible bond (Note i) AR ES (M) - 56,219
Liabilities aE
Current liabilities mEIRE
Foreign exchange forward contracts (Note i) ~ MNERHIA 4 (B Eii) - 3,929

76

Note: 3T -

On 6 June 2014, the Group subscribed a convertible bond of (i)
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$56,219,000 at

year ended 31 March 2019.

Luk Fook Holdings (International) Limited 751855 (EFR) R AT
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HEHASEETATESR T A -AJRKRE
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NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL INFORMATION

Bl

U

(i

O P HIIS SR [ 51

18 DERIVATIVE FINANCIAL INSTRUMENTS

(Continued)
Note: (Continued)

(Continued)

The fair values as at 31 March 2019 was valued by an independent
valuer using the Trinomial Tree Model. The key assumptions used are

18

o=

1

SemTI A (&)

BieE: (#)

@

()

20193 AB1B M AR E BB L HERMEA
=S NEIERETEE TR ANBERESN

as follows: T

As at

31 March

2019

20195

3HA31H

Share price of HKRH ERERERHDER HK$0.1678 7T

Exercise price’ 1T HK$0.71278 7T

Dividend yield i 27 &= 0%

Effective interest rate BRA = 16.46%

Volatility e 33.94%

Risk free rate A [ B o 1.37%
For the period ended 30 September 2019, the fair value gains of RELZE2019F9A30H L AR - A B W=

HK$861,000 (2018: HK$3,471,000) was included under “Other
(losses)/gains, net” in the condensed consolidated interim income
statement.

On 26 June 2019, the Group entered into an agreement with HKRH
to extend the final repayment date of the convertible bond to 9
September 2019. It bore an interest rate at 8% per annum from 6
June 2019 to the date of repayment. Since conversion option are
expired, it was reclassified to other receivables and subsequently
accounted for at amortised cost (Note 19).

# 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.

The notional amount of the outstanding Renminbi (“RMB”)
denominated foreign exchange forward contracts as at 31
March 2019 represented RMB exchange forward contract of
HK$239,492,000.

(i

Interim Report 2019/20 HRHi$R &

861,000/ 7T (20184F : 3,471,000/ 7T ) &F A
MR A BB R 2 [ (B518) /i
% RE]

201956 A26R « ANEBEBEBHERITRET
SR RE A TR RES 2 & B IEK A
iR ZE20194F9 90  H 5201956 A6H i
EEF A HIRFEFIE8%:T E - AN EIRER
W RESEN S EEEMERIRE  BH%
IR SER AN AR (BIEE19) ©

# RIEEBERIZRNA2018F7 A17H
BB 20187 A18H £ 2 iR
R BEBERERTURESRAEAES
0.01B T Z B #EITRAFITERRE
PABBERER—REE RS
TTRIGHEmAR ([RHEH]) - BRH
A PR RARRE S ERIE R AT
REFMIEH  TEED TRE

20193 A31H  RTFRUARK (AR

BDHEZINERBEHNZEESEEREAR
B O 3= HR & 49239,492,00078 7T ©
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRI O P EAR S S I 5T

19 DEPOSITS, PREPAYMENTS AND OTHER 19 EBe& FRARERAMEKRER
RECEIVABLES
As at 30 As at
September 31 March
2019 2019
#2019% 20194
9B 30H 3H31H
HK$’000 HK$’000
T#ET FAT
Non-current JEENER
Rental deposits Heke 100,460 102,334
Prepayments (Note i) TEATBRIA (BI&ED) 212,495 2,767
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 312,955 105101
Current Bl Ef
Rental deposits Heks 62,515 53,584
Value-added tax recoverable AT U BB (E 137,279 223,807
Prepayments TEfTERIA 95,618 88,362
Amount due from HKRH (Note ii) JEE B EIRERRARIE
(B &Eii) 57,080 1,017
Other receivables H fth fE W BR 18 50,046 57,955
Other deposits Eizs 37,351 49,289
439,889 474,014
Less: Provision for loss allowance (Note ii) B IR R (YRR (57,080) -
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 382,809 474,014
695,764 579,115
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

Bl

%

O P HIIS SR [ 51

19 DEPOSITS, PREPAYMENTS AND OTHER
RECEIVABLES (Continued)

Note:

20

(i)

As at 30 September 2019, included in non-current prepayment is
an amount of HK$209,894,000, equivalent to RMB193,719,000,
prepaid for the acquisition of several commercial properties located in
Mainland.

The amount due from HKRH represents the convertible bond
reclassified from derivatives financial instruments upon expiry of the
conversion options. It bore an interest rate of 8% per annum and the
repayment was scheduled to be repaid on 9 September 2019. Up
to the date of the report, the balance has been overdue and remain
outstanding. On 2 October 2019, the Group served a statutory
demand to HKRH to request for repayment and on 24 October 2019,
the Group further filed a petition with the Hong Kong Court to wind-
up HKRH which is due for hearing in January 2020. In view of the
situation, the Group has made a full provision on the outstanding

19 #& - RAfHIRA R H B IRIR

(#&)
B oE -

@

(i)

MN201949A30H kR B BN KA
F209,894,0008 L (HER AR
193,719,0007T ) /%75 B8 Wi 70 3t 89 %5 T 78
EYEHTENRIE-

JE U 7S B R 5 AR BR TE 48 7O B R4 2 5 /R
MESMIASTH B2 RRES BEF
FE8%sT B - BIREMN2019F9 9B HIR -
HEARESOH SECOBHA MM AREE-
MR20195F10A2H  REEE MBS EIRIER
BHIETE EREBEERER M2019F10
A248  AEBEFRAEBERIRRZAEIN
BEBERZEIER X BB 742020
FIABRTRM-ERBERT AEDRES
ISR R FOS R M AR EBERIEL R

balance under HKFRS 9 to reflect the expected credit losses. ERBURMESREESE-
The carrying amounts of the deposits, prepayments and & TENEREREMEKIRE 2 REE
other receivables approximate their fair values. EHNEEE-
INVENTORIES 20 &8
The inventories net of provision are as follows: MR E 2 FE0T
As at As at
30 September 31 March
2019 2019
#2019% 20194
9B 30H 3H31H
HK$’000 HK$’000
FE&xT FET
Finished goods BURK on 8,083,791 9,248,683
Raw materials R % 30,315 72,839
8,114,106 9,321,522

At 30 September 2019, inventories carried at net realisable
value amounted to approximately HK$323,222,000 (As at
31 March 2019: HK$268,182,000).

P2019F9 A30R @ X A 2 IR FEF R 2

e

H31
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The Group’s sales comprised mainly cash sales and credit AEEBEEFTZRRFRSHEERERAF
card sales. Concessionaire sales through department stores HE - BERBIETHEE A BT ~HE
and sales to wholesale customers are generally on credit B2 EEH—MKNMF0E0H -

terms ranging from 0 to 90 days.

The ageing of trade receivables by invoice date is as follows: BREZHHBE S 28 HERNRIE  BRER
I
As at As at
30 September 31 March
2019 2019
"2019% 20194
9B 30H 3H31H
HK$’000 HK$’000
FHET FHET
0—30 days 0£30H 185,196 311,167
31—60 days 31£260H 25,634 34,784
61—90 days 61290H 4,210 12,103
91—120 days 91£120H 3,529 2,214
Over 120 days HBim120H 2,779 3,703
221,348 363,971
Less: Provision for impairment of trade B S RWIRTERERE
receivables (267) (1,296)
Trade receivables, net B S EWERTE 55 221,081 362,675
The carrying amounts of trade receivables approximate their BIRNREZ REEREAAERE -
fair values.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRI O P EAR S S I 5T

22 CASH AND CASH EQUIVALENTS 2 BReRBSFED
As at As at
30 September 31 March
2019 2019
®20195 20194
9H30H 3H31H
HK$’000 HK$’000
T#T FAT
Short-term bank deposits, EEALR =@ ANEE
with maturity less than 3 months |ITIFER 225,874 224,796
Cash at bank and on hand IR NFERS 2,278,029 1,861,726
Total cash and cash equivalents HekReEEYRTE 2,503,903 2,086,522

23 TRADE PAYABLES, OTHER PAYABLES AND 23 B SEfIEER - HtERRARE

ACCRUALS AR
As at As at
30 September 31 March
2019 2019
®2019% 20194
9A30H 3H31H
HK$’000 HK$’'000
THET FET
Trade payables B 5 IRIA 123,837 292,456
Deposits from licensees KEmEEZR 2 360,957 345,269
Salaries and welfare payables EEHE kAT 198,838 206,959
Other payables E M EMTIRIE 103,483 105,086
Accrued expenses EErEA 10,995 26,070
798,110 975,840
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
BRI O P EAR S S I 5T

23 TRADE PAYABLES, OTHER PAYABLES AND 23 ¥ HEfRIE KB IRE R E

ACCRUALS (Continued) EH#RIA (#8)
The ageing of trade payables is as follows: B HRENRIEZRERIAT
As at As at
30 September 31 March
2019 2019
#20195F 20194
9H30H 3H31H
HK$’000 HK$'000
TH#T FAT
0—30 days 0£30H 118,185 255,580
31—60 days 31Z260H 4,234 25,396
61—90 days 61£90H 1,181 7,908
91—120 days 91£120H 148 2,663
Over 120 days HBiE1208 89 909
123,837 292,456
The carrying amounts of trade payables and other payables B o RENERBERAMMEMNKE ZREEAE
approximate their fair values. HEANARBEEE-
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NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL INFORMATION
BRI O P EAR S S I 5T

24

SHARE CAPITAL 24 Bg¥E
As at As at
30 September 31 March
2019 2019
®20195 R2019%F
9H30H 3H31H
HK$’000 HK$'000
FET T
Authorised: VETE
800,000,000 (As at 31 March 2019: 800,000,0000% ( 7220194
800,000,000) ordinary shares of 3 H31H : 800,000,000
HK$0.1 each %) SR EEEIIT
TiER 80,000 80,000
Issued and fully paid: BEITRER:
587,107,850 (As at 31 March 2019: 587,107,850% (7220194
587,107,850) ordinary shares of 3H31H :587,107,850
HK$0.1 each %) B AREE0AE T 2
=Rl 58,710 58,710
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Financial

asset at

fair value

through other

comprehensive

Capital income

Capital ~ redemption  revaluation Exchange Statutory Other Retained

reserve reserve reserve reserve reserves reserve eamnings Total

BARE

HARf

2ERAZ

#* SMEE
RERh RO EfiG0 ERGGH R Rt GG REERT &5
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET TFET FET T FET TFET FET TET

For the period ended 30 September 2019 &Z2019%£9A 308 LM

As at 31 March 2019 R2019F3A31A 135,713 200 (8,890) (119,228) 92,620 17,569 7,846,536 7,964,520
Change in accounting policy (Note 4) S HEEE (M) - - - - - = (24,479) (24,479)
Restated total equity as at 1 April 2019 R2019F4R1E 2 BFiR#1EE 135,713 200 (8,890) (119,228) 92,620 17,569 7,822,057 7,940,041
Comprehensive income 2EHA
Proft attibutable to equity holders of ARTEEHAA

the Company G EF - - - - - - 496,303 496,303
Other comprehensive income K2EKA
Currency translation differences ERER

- Group -%% - . - . . -

- Associates -BERT - - - 60 - - - 60
Revaluation of financial assets at BRAABESAEMEZE

fair value through other WAZeREEER

comprefensive income 29 = = (769) = = = = (769)
Total comprehensive income 2EHEHA - - (769) (327,918) - - 496,303 167,616
Transactions with owners HHBAZES
Dividends paid EfRE - = = = = - (352265 (352,265
At 30 September 2019 7201949 A30H 135,713 200 (9,659) (447,146) 92,620 17,569 7,966,095 7,755,392
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
[EERR O P HARI S SRy sE

25 RESERVES (Continued) 25 fEfi (48)

Financial
asset
at fair
Avallable- value
for- through
sdle other
financial -~ comprefensive
Capital assets income
Capitl  redemption  revaluation  revaluation Exchange Statutory Other Retained
resenve resenve Tesenve Tesenve Tesenve Tesenves resenve eamings Tota
ERE
HALM
TRtE  2EKAZ
SHEE  SHEE
R ATEEERE  ERER 0 EREE  EREBE  iREE  EbEE RERA E
HK$000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
Fir Fir Fir T Fir Thr Thr ThL T
For the period ended 30 September 2018 #Z2016%9A 308 1L 4
As at 31 March 2018 Ho018%38318 136713 0 6949 S 100480 WE0 17569 TSI 7482019
Change in accounting policies EHBREY - - 5949 (5.949) - - - (50,009) (50,003)
Restated ol equiyas &t 1 Aprl 2018 RO0I8F4F1RZ EFIBREE 135713 20 - B9 190489 0620 17569 TO0IATE 7432016
Comprehensive income 2EHA
Proft attrioutable to equity holders of FRTEREAA
the Company i3t - - - - - - - 665,423 665,423
Other comprehensive income E2ERA
Currency tranglation differences EfZE
~Group -5£8 - - - - - - - unm
- Assoclates ~BERA - - - - (3,260) - - - (3,260)
Revaluation of financial assets at fairvalue AR BT AZM2ENALZ
through other comprehensive income SRAERERY - - - 2134 - - - - 2134
Total comprehensive income 2EREA - - - @134 (425978 - - 665,423 237311
Transactions with owners BEEAZZS
Dividends paid BRRS - - - - - - SRy 2%y
At 30 September 2018 H2018594308 135,713 200 - (8,083) (235,489) 92,620 17569 7343888 7346418
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Bank borrowings, secured
Bank borrowings, unsecured

As at 30 September 2019, bank borrowings of
HK$555,006,000 (as at 31 March 2019: HK$983,244,000)
were secured by land and building of HK$565,674,000
(as at 31 March 2019: HK$575,864,000) and investment
properties of HK$21,526,000 (as at 31 March 2019:
HK$21,914,000).

The Group’s secured and unsecured bank borrowings bear
interest at floating rates effectively ranging from 2.2% —
2.8% (as at 31 March 2019: 1.9% —3.1%) per annum and
were denominated in HK$.

The carrying amounts of the bank borrowings approximated
their fair values, as the impact of discounting was not
significant due to their short-term maturities.

RITEF HEMA
RITE K EIEIA

As at As at

30 September 31 March
2019 2019
20195 20194
9A30H 3H31H
HK$’000 HK$'000
THET FABT
555,006 983,244
638,000 871,980
1,193,006 1,855,224

M2019F9A30H B ITER
555,006,000/ JT (A20194F 3 H31
H 983,244,000/ 7t ) Ji LA £ 1 & ##
F565,674,000/% 7t (7R201943 A 31
H :575,864,000/8 ) LA R & ¥ ¥
21,526,000/ 7t (1R2019F3H31H :
21,914,000 7T ) {EH#K I o

AEEMNHFRE R EEBRTERZ
FEHEG B BB FFIE |?2.2%f
2.8% (HA2019F3A31H :1.9% —
31%)  LABTEHE -

BRITERHREE - BIRTETA
Bt - RITEFRWREEREE X EM
Eo
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Gold loans are measured at fair value at the end of each
reporting period and the change in fair value is recognised
in “Other (losses)/gains, net” in the condensed consolidated
income statement.

As at 30 September 2019, gold loans of HK$547,464,000
(as at 31 March 2019: HK$450,889,000) represent
borrowings from banks of which the repayment amounts are
pledged with gold prices.

As at 30 September 2019, the gold loans are interest
bearing at 0.65% per annum (as at 31 March 2019: 0.9% —
0.98%), with original maturity of 1—3 months (as at 31
March 2019: 1—3 months) from date of inception.

The net unrealised loss on gold loans arising from change
in fair value of HK$13,679,000 (2018: net unrealised
gain of HK$15,253,000) has been recognised in “Other
(losses)/gains, net” in the condensed consolidated income
statement.

BE2EEDNERERRRANEGFE
RAREZFNEREEBRERTHAM
(B18) Wz F8) PR -

R2019F9HF30H &4 g &
547,464,000/ 7T ( R20193H31H :
450,889,000 7T ) AIRITE K - B IENR
B EREKRE-

MR2019F9A30H ' =& 5 §1£0.65%
(720194F3A31H :0.9%—0.98% ) 2
FHRFE RIPHABERBARE
H1E3ME A (201963831 H : 1£23(#
A) e

BHEEEANBEEHMELE I AEHE
1B/ 5813,679,000/8 7T (20184 : K &1
I #5 H%815,253,000/8 7T ) TV RS BA4R &
Bak [HAb (B518) e 58] P

=7
s ©

Interim Report 2019/20 HRHi$R &



As at As at

30 September 31 March
2019 2019
20195 20194
9H30H 3H31H
HK$’000 HK$’'000
TFHET FET
Contracted but not provided for: EETAMBERMEH B -
— property, plant and equipment —W%E - WEREE 14,610 11,090
— investment in an financial asset — &R ARERTA
at fair value through other Hm2mEEAZ
comprehensive income TREE 6,068 6,456
Total capital commitments contracted ~ E 5] &M{BRVEH B~
but not provided for BARAERER 20,678 17,546
As at 30 September 2019, the Group had entered into MR2019F9A30H * REEE g {E
properties lease agreements in respect of right-of-use R EE MHEE 81561,982,000%8
assets and lease liabilities of HK$61,982,000 which TRINMERERE FRAHED
are contracted but not yet commenced. FTHVME A AR B AG o
As at 30 September 2019, the Group had R2019F9 30 A& B 2~ 5 8
commitments under short-term leases of A& A& ¥E52,486,0005 7T #5 R BN #5
HK$52,486,000 which will be recognised as an Tz FEBaRNERRFAX -
expense in the forthcoming consolidated income
statement.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
SRR O P EIR IS S I 5T

28 COMMITMENTS (Continued) 28 i (@)
Future aggregate minimum lease receipts under non- IRIE 7T A UE 2 T & M pA AR SR URER
cancellable leases in respect of certain investment ZERETRAMEZHEHESR
properties are as follows: BT
As at As at
30 September 31 March
2019 2019
20195 720194
9H30H 3H31H
HK$’000 HK$'000
THET T
Not later than one year —FR 35,576 23,599
Later than one year and —FEETBARAF
not later than five years 186,207 207,076
221,783 230,675
29 FINANCIAL GUARANTEE 20 RMERE

As at 30 September 2019, the Group had an outstanding
financial guarantee amounting to HK$1,075,000,000 (31
March 2019: HK$1,075,000,000) issued to several banks in
respect of 50% of the aggregated amount of bank facilities
granted to an associate. As at 30 September 2019, the
bank facilities utilised by the associate was approximately
HK$1,786,000,000 (31 March 2019: HK$1,834,000,000). It
was estimated that the fair value of the corporate guarantee
provided by the Company to the associate in respect of
the above banking facilities as at 30 September 2019 is
insignificant to the Group.

Subsequent to 30 September 2019, the other guarantor
of the above banking facilities of the associates has failed
to comply with certain undertakings as stipulated in the
agreements with certain banks and such non-compliance
may cause an event of default or cross-default in respect of
other bank borrowings of the associate. The associate has
subsequently obtained written letters and confirmations from
the relevant banks to waive their rights arising from the non-
compliance of this guarantor’s undertaking and to confirm
that no event of default has occurred.

R2019F9A30H  AEERE T —
RBEARMRTHERBEZ50%
METRITELHREZE T BFER
#£1,075,000,0007% JT (201943 A 31
H :1,075,000,000/% 7t ) ° 201949
A30R HE AR EBHHEITHEL
1,786,000,0007% 7t (20193 A31H :
1,834,000,000/%8 7T ) ° FE & 1A201949 A
S0RA ARG EARTTRVE MEE 2 Q)
REZAFERZANERAEEMS
NI

2019F9H30H 2 1% » Bt & A A] E iR
TTRVE 2 A ER A RE T HE TRT
ZBETRE 2 B TEE  MABAREST
BRAREBEEE R B EMRITENRZ
BRI ENE - BEARERAMNA
FRRTTRESEE KT MRS HEEA
ERERARBETZAGMEZE 2
A WHERI RBEERBLOEM -
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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 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. 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.

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 2019, license fee of HK$1,103,000 (2018:
Nil) was capitalised in the condensed consolidated
balance sheet and maintenance services fee of
HK$2,333,000 (2018: HK$1,790,000) was charged
to the condensed consolidated income statement,
respectively.

Details of balances with associates are disclosed in
Note 16 and Note 17 to the condensed consolidated
interim financial information.

ARalz EEREAENE(ZER)BR
AEl(IREER]) BRREBHEBR
HEAMKZZ AR HEEHBARAR
39.89% 1 o KR A& T | % AL
ﬁo

EEFLERERE (BREERLER
FHELT) AERREET ([E:E])
ZEEZEA SR AEREKRESTTE
RAREHEFEITRAZEZER A
HREHKRESTAERARANBER
3B.72%EEHITRMD 2 EEEB A NE
ERB TR BAZBRERFTE -

mEERLL BERLCERERFZLY

AEECHSEENBEBRAERA
Al (2% m mEst B )5 L
B R ESFA
ETEMEARDBHERSE 2
2R - B E2019%E9 A30H 1E X
&l A - 5 &5 # 2 F1,103,0007% T
(2018%F ) E RSP EEESR
BRENME R #1E IR 52,333,000
7 7T (20184F : 1,790,000 7T) 2
RERRGAEBRRANR-

i NS S N O LSRN
wh HA B 75 A R B EE 16 M B RE1 7

5% o
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Sales of goods
Sales return
Subcontracting fee paid
Rental income
Management fee income
Purchases of goods
Licensing fee paid
Interest income on loan
to an associate

HE WA

EEEUA

BE

EffmERBER

EXT—5BERRLZ
B WA

0] Sales of goods, sales return, subcontracting
fee paid, rental income, purchase of goods,
licensing fee paid and management fee income
were charged at terms based on mutual

agreements.

(i)  As set out in Note 29, the Group had financial
guarantee amounting to HK$1,075,000,000 (As
at 31 March 2019: HK$1,075,000,000) issued
to several banks in respect of banking facilities

granted to an associate.

(i)

For the six months ended

30 September
#E9A30HILARMEA

2019 2018
HK$’000 HK$'000
THET FHET
3,337 11,570
4,189 -
6,379 14,427
2,481 1,954
364 454
807 -
110 —

- 379

HEEM HERE END
BER HeRA-BE O
NmEEBERREEER
ATHIRIE R B s 5E 2 1
AR -

BAK 20T H A & E
MEF B ZE QAR
TRMEmE TRTELD
81 7% ¥ 1% 51,075,000,000
7T (JR2019463A31H :
1,075,000,000# 7T ) °
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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.

Director’s fees EF5we

Salaries, allowances and benefits-in-kind & & « 285 R B ¥ F 25
RIS FT B R

Contributions to pension plan

The Group has entered into a lease agreement of 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.

In respect of the lease agreement, as at 30
September 2019, rental deposits of HK$2,550,000
(31 March 2019: HK$2,550,000), right-of-use asset
of HK$12,724,000 (31 March 2019: Nil) and lease
liability of HK$12,520,000 (31 March 2019: Nil) were
recognised in the condensed consolidated balance
sheet. For the six months ended 30 September 2019,
interest expense and repayment of lease liabilities
were HK$3,977,000 (2018: rental expense was
HK$4,268,000). These transactions were carried out
at terms mutually agreed between the respective
parties.

TEEREAREAEEES (N1
BIHIT) REREIRAR - SRR
R BB T AR EEEE
Br#MamT-

For the six months ended

30 September
#FoA30HIEEA

2019 2018
HK$’000 HK$’000
THET T
1,085 1,085
31,522 31,323
304 294
32,911 32,702

AEBEEFETERAR (HER
BRENRBIMEBBILE=TTHE
EHNER I -HYENEE
i - HEIR36ME A -

MEEWREMS - N2019F9A30
B REPRsEEABRERM
1% 4£2,550,0007 7T (201943 A
31H :2,550,000/87T) “FREE
#12,724,0007% 7T (2019F3 A31
A &) REEBEE12,520,000/4 7T
(20194 3A31H  #) - #H £2019
FOASVBILEANEAR FERAZT R
EEMHE 8 E £ A3,977,0008 T
(20184 : #H & XX /4,268,000/%8
T0) > ZER B TR #7 B
TR TE B RFRHETT o
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