The directors submit their report together with the audited accounts
for the year ended 31st March 2001.

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

An analysis of the Group’s turnover and contribution to operating
profit before finance costs by principal activity is set out in note 2 to
the accounts.

The results of the Group for the year are set out in the consolidated
profit and loss account on page 38.

The directors have declared an interim dividend of HK2.5 cents per
ordinary share, totalling HK$11,983,000, which was paid on 11th
January 2001.

The directors recommend the payment of a final dividend of HK5

cents per ordinary share, totalling HK$23,276,000 and payable on
30th August, 2001.

Movements in the reserves of the Group and the Company during
the year are set out in note 18 to the accounts.

The Company did not own any fixed asset during the year.

Details of the movements in fixed assets of the Group are set out in

note 11 to the accounts.

Details of the movements in share capital of the Company are set
out in note 17 to the accounts.
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Charitable and other donations made by the Group during the year

amounted to HK$22,023.

The results, assets and liabilities of the Group for each of the last

five financial years ended 31st March are as follows:

REBPFAN 2 2EE RHMBFA22,0238 7T ©

AEBHEIHA3 B IS AREBMBRFEZE
B BERAEBEWT

1997 1998 1999 2000 2001
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
FAEIT FAET FHET FEIT FH#T
Results ¥#4&
Turnover & %8 1,507,382 1,738,242 1,444,713 1,711,841 1,605,764
Profit attributable to
shareholders A% 58 F& (& & F 62,318 78,028 40,680 80,371 71,305
Assets and liabilities & & K& & (&
Total assets EEEE 392,438 465,333 482,359 540,445 571,306
Total liabilities B & 4258 176,007 111,833 110,979 123,190 115,023
Shareholders’ funds A& #E 25 216,431 353,500 371,380 417,255 456,283

The results, assets and liabilities of the Group for the year ended
31st March 1997 have been prepared on a combined basis as if
the group structure, at the time when the Company’s shares were
listed on the Main Board of The Stock Exchange of Hong Kong

Limited (the “Stock Exchange”).

The results, assets and liabilities of the Group for each of the four
years ended 31st March 2001 have been prepared on the basis set

out in note 1(b) to the accounts.
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The Company has not redeemed any of its shares during the year.
Neither the Company nor any of its subsidiaries has purchased or

sold any of the Company’s shares during the year.

The directors during the year were:

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

Mr LAU Kwok Sum

Non-executive directors

Mr WONG Koon Cheung

Mr CHAN Wai

Mr LEE Shu Kuan

Miss YEUNG Po Ling, Pauline
Mr CHIU Wai Mo *

Mr HUI Chiu Chung *

Mr HUI King Wai

Independent non-executive directors

Mr CHAN Wai, Mr LEE Shu Kuan, Miss YEUNG Po Ling, Pauline
and Mr CHIU Wai Mo retire by rotation in accordance with clause
99 of the Company’s Bye-law and, being eligible, offer themselves
for re-election.
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Executive directors

Mr WONG Wai Sheung, aged 51, is the founder, chairman and
chief executive of the Group. He has over 34 years of experience in
the jewellery industry in Hong Kong. He is responsible for the overall
strategic planning and management of the Group. He has been an
associate director of The Kowloon Gold Silver and Jewel Merchant’s
Staff Association since November 1993. Mr Wong was invited as
honorary permanent chairman of Jadeware Traders Industry &

Commerce Association since April 2001.

Mr TSE Moon Chuen, aged 51, is the co-founder of the Group. He
has over 29 years of experience in jewellery retailing business and
is responsible for the sales operations and administration of the
Group’s retail shops. He has been a voting member of the Diamond
Federation since 2001. He has also been appointed as the chairman
of the Tsuen Wan Festival lightings organizing committee for 3

consecutive years.

Mr LAW Tim Fuk, Paul, aged 48, joined the Group as the financial
controller and company secretary in 1996. He is a member of The
Association of Chartered Certified Accountants, the Chartered
Institute of Management Accountants, the Hong Kong Society of
Accountants and the Institute of Chartered Secretaries and
Administrators. Mr Law holds a Bachelor’s Degree with honours in
Accountancy. He has over 14 years of accounting and auditing
experience and over 10 years of experience in commerce. He is

responsible for the accounting and finance of the Group.

Mr POON Kam Chi, aged 53, joined the Group as a branch manager
in 1994, and was appointed as Chief Operating Officer of the Group
in 2000. Mr Poon has over 32 years of experience in the jewellery
retailing business in Hong Kong.

Mr LAU Kwok Sum, aged 59, joined the Group as a branch manager
in 1995 and was appointed as zone manager of the Group in 2000.
Prior to joining the Group, Mr Lau worked as a regional manager in
a listed jewellery company in Hong Kong. Mr Lau has more than 31
years of experience in retailing, purchasing and wholesaling of

jewellery products.
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Non-executive directors

Mr WONG Koon Cheung, aged 68, has over 49 years of experience
in retailing and manufacturing of jewellery in Hong Kong. He joined
the Group in 1992.

Mr CHAN Wai, aged 71, has over 54 years of experience in retailing
and manufacturing of jewellery in Hong Kong. He joined the Group
in 1992.

Mr LEE Shu Kuan, aged 74, has over 34 years of experience in
property development in Hong Kong. He joined the Group in 1991.

Miss YEUNG Po Ling, Pauline, aged 34, is the co-founder of the
Group. Miss Yeung has over 13 years of experience in public
relations. Miss Yeung was the winner of Miss Hong Kong and Miss
International of Goodwill in 1987. Miss Yeung was also the president
of the Wai Yin Club for the year 1995 — 1996.

Mr CHIU Wai Mo, aged 51, has over 34 years of experience in
general trading, property investment and management consultancy
in Hong Kong and Japan. Mr Chiu holds directorships in a number
of companies in Hong Kong and Japan. He joined the Group in
1997.

Mr HUI Chiu Chung, aged 54, joined the Group in 1997 and he is a
group managing director of OSK Group. Mr Hui has 30 years of
experience in the securities and investment industry. Mr Hui had for
years been serving as a Council Member and Vice-Chairman of
The Stock Exchange of Hong Kong Limited. He was also a Director
of the Hong Kong Securities Clearing Company Limited. He is at
present a member of the Advisory Committee of Hong Kong
Securities & Futures Commission and a Committee Member of the
Hong Kong Stockbrokers Association. Mr Hui also serves as a non-

executive director of several listed companies in Hong Kong.
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Non-executive directors (cont’d)

Mr HUI King Wai, aged 51, is a solicitor practising in Hong Kong
and joined the Group in 1999. He graduated from South Bank
University, London with a Bachelor of Law Degree. He was admitted
solicitor of the Supreme Court of England and Wales and of the

Supreme Court of Hong Kong in 1981 and 1982 respectively.

Senior management

Mr AU Kwok Kau, aged 52, is the co-founder and general manager of
the Group since 1991. He is responsible for overall administration of
the Group. He has over 29 years of experience in the jewellery industry
in Hong Kong. Mr Au is a brother-in-law of Mr Wong Wai Sheung.

Miss CHUNG Vai Ping, Icy, aged 31, is the marketing manager of
the Group. She joined the Group in 1990 and is responsible for the
product marketing of the Group.

Mr. LING Hay Ming, Derek, aged 34, is the Project Manager of
Jewellworld.com Limited (“JWL”), a subsidiary of the Company. He
obtained his Master’s Degree in Business Administration and
Bachelor’s Degree in Computer Engineering from Santa Clara
University in California, U.S.A. Prior to joining the Group, Mr Ling
had over 9 years of business consulting and management
experience in U.S.A. and Hong Kong.

Miss LI Wai Ki, Vickie, aged 45, is the chief product designer of the
Group. She joined the Group in 1996 and is responsible for product
design and development. Miss Li has over 25 years of experience
in jewellery design. Prior to joining the Group, she had worked for a
listed jewellery company in Hong Kong for four years. Miss Li also
won several international design awards namely: 1999 Grand
Competition of Taiwan & Hong Kong Jadeite Jewellery Design Silver
Award & Creative Idea Award, 2000 Grand Competition of Taiwan
& Hong Kong Jadeite Jewellery Design Creative Idea Award, Chuk
Kam Jewellery Competition 2000 “Asian Cultural Trends” Winner,
Hong Kong & Jewellery Design Competition Finalist Award, The
Buyers’ Favourite Diamond Jewelry Design Competition 2000
Bronze Award (Set-item Section), and The Third International South
Sea Pearl Jewellery Design Competition Bronze Award (Others
Section).
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Senior management (cont’d)

Mr LEUNG Cheung Wai, aged 64, joined the Group as a business
consultant in 1992. Mr Leung has over 48 years of experience in
sales and administration in the jewellery industry in Hong Kong. He
is responsible for supervising the sales teams of the Group’s retail
shops.

Miss LEUNG Wai Sheung, Garry, aged 33, is the Marketing
Communications Manager of the Group. She holds a Bachelor’s
Degree in Business Administration and a Professional Diploma in
China Economy and Finance. She joined the Group in 1994 and is
responsible for the co-ordination of project development and
corporate affairs. Miss Leung is also responsible for property
investment and leasing matters of the Group.

Mr LEUNG Chi Kong, aged 67, is a branch manager of the Group.
Mr Leung joined the Group in 1992 and has more than 27 years of
experience in purchasing and retailing of gem-set jewellery. Prior to
joining the Group, Mr Leung worked as a supervisor in a listed

jewellery company in Hong Kong.

Mr NG Siu Kwan, Terence, aged 50, joined the Group in 2000 as
the Managing Director of Luk Fook Securities Limited. He has over
20 years senior management experience in professional
accountancy and financial services sector covering stock brokering,
financial institution and fund management businesses. He holds a
Master’s Degree in Business Administration and is a fellow member
of The Association of Chartered Certified Accountants, the Hong
Kong Society of Accountants and the Institute of Chartered
Secretaries and Administrators. He is in charge of the securities
operation and supervise marketing, dealing, and monitor
compliance.

Mr LUI Cheung, Michael, aged 44, joined the Group as accounting
manager in 1999. Mr Lui had worked for a few years in a reputable
international accountancy firm. Thereafter, he has gained over 19
years of experience in accounting, finance and internal auditing from
a variety of business organizations including a renowned financial

institution and several listed companies in Hong Kong.
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Senior management (cont’d)

Mr LUK Kwong Fat, Samuel, aged 45, joined the Group as the
business development manager in 1996. He is responsible for the
Group’s marketing activities. Mr Luk has over 20 years of experience
in business development. Mr Luk is a brother-in-law of Mr Wong

Wai Sheung.

Mr TSUI Kin Wah, Tommy, aged 43, is the gemologist and the
gemstone purchaser of the Group. Mr Tsui joined the Group in 1995
and has over 11 years of experience in purchasing and
authentication of diamonds. Mr Tsui is an Executive Committee
member of the Hong Kong Gemological Association and a member
of Gemological Association of Great Britain.

Mr WONG Wai Tong, aged 40, joined the Group in 1998 as the
deputy business director. He has over 24 years of manufacturing
and purchasing experience in jewellery and gold industry. He is
responsible for the purchasing of diamonds, gems and K-gold
products of the Group. Mr Wong is a brother of Mr Wong Wai
Sheung.

Details of the pension scheme operated by the Group are set out in

note 9 to the accounts.

EREBAE (&)

BEEES LA » A5% + 1996 F I AR £ @ A %75
TEIEIE - FEEREETISHESY - WAE
BM0FMIGHRELR - BEAEARBERTELEZ
E8 -

RIBERL - 4358 RAKEELEEMLE
AETF - REEM1996FNMALRER - HEE
MERBERETEOLSR - RELERBABED
Bheis LARBEELENHE

&=
& 8 o
==

BERSLL - 405 - M1998FIMARKERE
BEIRE  BERAFEERBERSRHER
RB&R BERLRERENEEREBEL B
ARKEEMZER  BRERBEEREZS
Fo

AEBEEZEREFTEIZHITHNRE M
Qo



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

payment of compensation, other than statutory compensation.

Save as disclosed in note 22 to the accounts, no other contracts of
significance in relation to the Group’s business to which the
Company, its subsidiaries or its holding company was a party, and
in which a director of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any time

during the year.

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Company
were entered into or existed during the year.

The related party transaction entered into by the Group during the
year ended 31st March 2001 as disclosed in note 22(c) to the
accounts does not constitute a connected transaction under the
Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”).

The related party transactions, which also constitute connected
transactions under the Listing Rules are set out in note 22(a) and (b)
to the accounts.

Other transaction, in addition to those related party transactions
referred to in the preceding paragraph, entered into by the Group
during the year ended 31st March 2001, which also constitutes
connected transaction under the Listing Rules, required to be
disclosed in accordance with Chapter 14 of the Listing Rules, is as

follows:
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A subsidiary of the Company entered into a shareholders’ agreement
on 19th April 2000 with Splendid Diamond Limited, Treasure Superior
Limited and Grand Joy Holdings Limited for the investment in
Jewellworld.com Limited, whereby the Group holds a 51% interest
therein. Jewellworld.com Limited is engaged in the setting up of a
portal to facilitate and support e-business operations in the jewellery
industry. The proposed investment sum of this project is in the region
of HK$10,000,000. Splendid Diamond Limited and Grand Joy
Holdings Limited are beneficially owned by the children of Mr Wong
Wai Sheung and Mr Au Kwok Kau respectively, both of whom are
directors of companies within the Group.

The connected transaction in respect of the tenancy agreement
entered into with Mr Wong Wai Sheung’s father, for the lease of a
retail shop of the Group as disclosed in note 22(a) to the accounts.
The independent non-executive directors of the Company, Mr Chiu
Wai Mo and Mr Hui Chiu Chung, have confirmed that the transaction
had been conducted in the ordinary and usual course of the Group’s
business and in accordance with the terms of the tenancy
agreement. In the opinion of the directors, the tenancy agreement
was entered into on normal commercial terms which are fair and
reasonable so far as the shareholders of the Company are
concerned.
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At 31st March 2001, the interests of the directors and chief
executives in the shares, and options of the Company recorded in
the register maintained by the Company under Section 29 of the
Securities (Disclosure of Interest) Ordinance or as notified to the

Company were as follows:

Personal
interests
BN
Mr WONG Wai Sheung 2,626,019
HEHERRLE
Mr TSE Moon Chuen 1,395,344
#imE s
Mr POON Kam Chi 74,070
IR S &
Mr LAU Kwok Sum 35,294
IR R &
Mr WONG Koon Cheung 2,965,589
BEHELE
Mr CHAN Wai 3,333,022
BRELE
Mr LEE Shu Kuan 5,922,081
Zamst 4
Miss YEUNG Po Ling, Pauline 2,156,939
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Notes:

(@ MrWong Wai Sheung’s interest includes those of him and his family as discretionary
beneficiaries under 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 13,273,507 shares in the

Company.

(b) Mr. Tse Moon Chuen’s spouse Ms Fong Anissa King holds 37,781 shares in the

Company.

(c) Wah Hang Kimon Investments Limited holds 630,624 shares in the Company
and Wah Hang Kimon Holdings Limited holds 1,956,000 shares in the Company.
In turn, Mr Lee Shu Kuan holds approximately 33.3% and 51% of the entire issued
share capital of Wah Hang Kimon Investments Limited and Wah Hang Kimon

Holdings Limited respectively.

(d) Mr Lee Shu Kuan’s spouse, Ms Fong Chi Ling, holds 735,650 shares in the
Company.

On 17th April 1997, a share option scheme was approved at a
special general meeting of the Company under which the directors
may, at their discretion, grant employees, including any executive
directors, of the Company and any of its subsidiaries options to
subscribe for shares in the Company subject to the terms and
conditions stipulated therein. Details of the option granted to the
directors under this scheme is set out in note 10(a) to the accounts.

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

At no time during the year was the Company or its holding company
a party to any arrangements to enable the directors of the Company
to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.
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The register of substantial shareholders maintained under Section
16(1) of the SDI Ordinance shows that as at 31st March 2001, the
Company had been notified of the following substantial shareholders’

interests, being 10% or more of the Company’s issued share capital.

Name of shareholder

R B

Luk Fook (Control) Limited

Mr Wong Wai Sheung, Mr Tse Moon Chuen, Mr Poon Kam Chi, Mr
Lau Kwok Sum, Mr Wong Koon Cheung, Mr Chan Wai, Mr Lee Shu
Kuan and Miss Yeung Po Ling, Pauline have interests in Luk Fook
(Control) Limited.

These interests are in addition to those disclosed above in respect
of the directors and chief executives.

During the year the Group sold less than 30% of its goods to its 5
largest customers and therefore no additional disclosure with regard

to major customers is made.

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

major suppliers are as follows:

The largest supplier &AL FERS
Five largest suppliers combined L & AL FERG A 5T

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

above.
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At 31st March 2001, the Group had no bank loans, overdrafts or
other borrowings.

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

the laws of Bermuda.

Throughout the year, the Company was in compliance with the Code
of Best Practice as set out in Appendix 14 of the Listing Rules.

Pursuant to the Listing Rules, an audit committee, comprising all
independent non-executive directors, was established on 1st April
1999.

By reference to “A Guide for The Formation of An Audit Committee”
published by the Hong Kong Society of Accountants, written terms
of reference which describe the authority and duties of the audit
committee were prepared and adopted by the Board of the
Company on the same date. The principal activities of the Audit
Committee include the review and supervision of the Group’s

financial reporting process and internal controls.
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The Register of Members of the Company will be closed from 20th
August 2001 to 23rd August 2001, both days inclusive, during which
period no transfer of shares will be registered. In order to qualify for
the final dividend, all transfers accompanied by the relevant share
certificates must be lodged with the Company’s Share Registrars in
Hong Kong, Central Registration Hong Kong Limited, Rooms 1712-
1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Hong
Kong for registration not later than 4:00 p.m. on 17th August 2001.

The accounts have been audited by PricewaterhouseCoopers who

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

By order of the Board

Chairman

Wong Wai Sheung

Hong Kong, 23rd July 2001
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