REPORT OF THE DIRECTORS

R

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

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

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

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

out in note 3 to the accounts.

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

profit and loss account on page 48.

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

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

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

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

FIXED ASSETS

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

SHARE CAPITAL

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

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

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

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

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

Summary of the results and of the assets and liabilities of the Group ~ F3ISEMBMFEE s XEREENGERE
for the latest five years have been extracted from this annual report  #8( B ASBARFE R BEFE 2 F - 2002/
and prior years’ annual reports of the Group. Certain figures of 2002/ 20034 2 817 B EIRMN A BB 2 51T A& 85
2003 have been restated as a result of the prior year adjustment in GETESERF125 [ATE ] MEHES - &
respect of provision for deferred tax assets/liabilities in accordance &R AHZEF2002/20034F 2 B 2 tEEEF &5
with Statement of Standard Accounting Practice 12 “income Taxes”,  JARBREZE: o

issued by the Hong Kong Society of Accountants. Comparative

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

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

to do so.

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

DIRECTORS

The directors during the year were:

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

Mr LAU Kwok Sum

Non-executive directors

Mr WONG Koon Cheung

Mr CHAN Wai

Mr LEE Shu Kuan

Miss YEUNG Po Ling, Pauline
Mr CHIU Wai Mo *

Mr HUI Chiu Chung *

Mr HUI King Wai

Independent non-executive directors

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

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

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

Executive directors

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

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

Ornaments Workers & Merchants General Union.

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

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

Hong Kong.

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

Executive directors (cont’d)

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

wholesaling of jewellery products.

Non-executive directors

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

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

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

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

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

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

Non-executive directors (cont’d)

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

executive director of several listed companies in Hong Kong.

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

Senior management

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

industry in Hong Kong.

Miss CHUNG Vai Ping, Icy, aged 34, is the Product Development
Manager of the Group. She joined the Group in 1990 and is
responsible for the product development of the Group. She has
won the Best of Show Award with her design “Flashing” in the 2nd
Hong Kong Jewellery Design Competition.

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

Senior management (cont’d)

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

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

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

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

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

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

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

Senior management (cont’d)

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

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

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

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

and is responsible for the Group’s administration affairs.

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

PENSION SCHEME

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

Luk Fook Holdings (International) Limited
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DIRECTORS’ SERVICE CONTRACTS

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

payment of compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in note 25 to the accounts, no other contracts of
significance in relation to the Group’s business to which the
Company, its subsidiaries or its holding company was a party, and
in which a director of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any time

during the year.

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

were entered into or existed during the year.

CONNECTED TRANSACTIONS

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

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

of the Listing Rules as follows:

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

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

POSITIONS IN SECURITIES

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

Companies to be notified to the Company and the Exchange:

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

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

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

Note (a)

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

for the purpose of SFO.

Note (b)

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

duplicated for the purpose of SFO.

Note (c)

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

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

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

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

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

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

Company.
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BEBEERERKASERRIEET (E5) 2BER
TBA ° ZEEAECHERBSTERATRIDHTR
A2EGHEBA  ELERBESTARAANEGES
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——138 DIRECTORS’ INTERESTS AND SHORT EECRSFER KRR (B)
POSITIONS IN SECURITIES (CONT’D)
Il. Long positions in shares and underlying shares of Luk Fook  [l. REBR&AZER DT AE (R SR QTR
(Control) Limited, the ultimate holding company fREERGZHE
Child
under 18 % of
Beneficial or Spouse Controlled Beneficiary Total Shares
Name of Director Owner 185 A T Corporation of Trust Interest FTif
e EmEEA  FREEE XEEE FREREA BEw  BRHESL
Mr WONG Wai Sheung 478,111 383,954,791 34,432,902 34.43%
BEBRE note (a)
Bzt (@)
Mr TSE Moon Chuen 82,853 1,916,100 1,998,953 2.00%
FmEEE note(b) note(c)
B3 (o) fiTEE()
Mr POON Kam Chi 162,435 162,435 0.16%
EIE
Mr LAU Kwok Sum 1,600 1,600 0.002%
ZIEAREE
Mr WONG Koon Cheung 4,553,433 4,553,433 4.55%
AnELE
Mr CHAN Wai 6,427,843 6,427,843 6.43%
RExE
Mr LEE Shu Kuan 6,613,544 645,307 1,093,575 8,352,426 8.35%
Tk E note (d) note (e)
B3 () fitiE(e)
Miss YEUNG Po Ling, Pauline 60,000 60,000 0.06%
HER/ME
Luk Fook Holdings (International) Limited
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SECURITIES (CONT’D)

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

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

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

Note (c)

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

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

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

Control.

DIRECTORS’ BENEFITS FROM RIGHTS TO
ACQUIRE SHARES OR DEBENTURES

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

debentures are set out in the following section regarding the

Company’s Share Option Scheme.

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

its subsidiaries or its holding company a party to any arrangement

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

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

any other body corporate.

EEcRSERNAR (B

REAERATNRE ER) BRATRK
HBREBERGDZFE &

Mt (@)

BEFTLERERGRABERRKET (5] 2BIBX
WA BEARAERHERETARAAZHEEITR
K2 EBHWBEA  MEARRERES R ER BR
AT33,954,791 AR ©

Bt 5% (o)
HME SR EZ BB BB HEE (2R BRAR
82,853 f% 15 °

3T (c)

#m 2 S £ BMoon Chuen Investment Limited 2302,
BATRA - MZARBFENE R ERA A
1,916,100/% & 15 °

FH3E(d)
TR 2 BB SR 2 AR (ER) BRRA R
645,307 B %15 ©

HizE(e)
THMEERBETRLTREBR AT MR EHITRAE
33.3% - M2 EIBIFEE7S1E (k) BRRAF)1,098,575
A&RRAD °

EEEBAROIESEN 2ER

EFHEBABRDREFEN 2B 2 FBERT
XABAR AR REERTE &0

BOA LR - RAT - EWBA RIS EERA R
R PSR T % - R ATE
TN A DR AR EABEZRG
5 MG F -
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SUBSTANTIAL SHAREHOLDERS

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

the Securities and Futures Ordinance.

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

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

therefore duplicated.

Luk Fook Holdings (International) Limited

FERR

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

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

note

BaE

M

HTETBEBIRESEIR N A)31.82% @5 2 IFRARE -
ZARIBEARDFL3,824,000 8810 - IRIFES RS
Bl BWRARARAZ ZERMPHEE#ER - FLAELSE
BT -
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SHARE OPTION SCHEME
On 17th April 1997, a share option scheme (“the Scheme”) was

approved at a Special General Meeting of the Company under which

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

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

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

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

follows:

1)

@

3)

4)

(5)

Purpose

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

increasing shareholders’ wealth.

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

Company and any of its subsidiaries.

Number of shares available for issue

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

Maximum entitlement of each eligible person

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

Time of exercise of option

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

grant.

B RESTE

19974 A17H » AR RIREFRIAEHE—IE
RERRERT Bl ([ZETEL) - Bt - EFARBERT
AABREERANERRZIEE (BIEEAHNT
BE) BIE - 0T ENER RIGG ZEBR T

REARRERD

(1

2

3)

(4)

(5)

ARSI

B

Zat 8RB EARRRERKIE 2B
BREHE - ZAtEBARRRMEESR
1ERE - BRI BRI R E 2 BAR -

BEBATL
RRRREEAMEARERRES - BIEE
MITES -

ARTRARSEE

2004F3 A31 B Al 81T 2 Rt =2 E
#20,626,0000% - HHERAA AIR20045F3
AB1AB#EITIRALI4.29% °

BEAERATZBSERE
ERHBEREER  MEEBALIREZE
Pt - ERZETEIR TR BABRALZE
e B A RE A (T imak FRE IR IR B 1
BITRESD) TPk i a% - MNEHBE
ZETBIE BT RA THRITZRHAEZ
25% -

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

the date of offer of an option.

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

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

which must be a business day; and

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

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

(7) Remaining life of the Scheme

(7) ZetEZER T8

BRERT 8 (&) 43 ——

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

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

Options held Options
at 1st April exercised
2003 during the
720034 year
Eligible persons 481H FNITE
SEBATLT B2 BRE 2 BER
Executive directors
HITEFE
WONG Wai Sheung 7,064,000 -
=HEF
TSE Moon Chuen 1,761,000 (1,761,000)
EiiliEa
LAW Tim Fuk, Paul 1,236,000 (1,236,000)
BINE
POON Kam Chi 1,305,000 (1,305,000)
R
Employees under continuous 6,467,000 (1,998,000)
contracts
FESHIES

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

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

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

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

T EIBAARAER - EE2007F4H16H -

TREBAAABRERENZ B -

Options held
at 31st March
2004
F20044F

3H31H Exercise date

B 2 B E 171 B B

7,064,000 N/A

TER

- 1st September 2003

2003%F9A1H

- 1st September 2003

2003%F9A1H

- 5th August 2003

200348 A5H

4,469,000 From 24th July 2003

to 26th February 2004

2003F7H24B=E

2004F2 A26H

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

HRNBIREEE - BVBRE  BRRIBEL
REAMIFES KRBT B - IO
SRBIAETTE BB Z IEFHRHES
1.480/87T + 1.480/ 7T * 1.030/& 7T )& 1.372
BT

FA - WEBRERD - SEHSRM - B
Z BN TR 5 @Mk B WFER -
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MAJOR CUSTOMERS AND SUPPLIERS
During the year, the Group sold less than 30% of its goods to its 5
largest customers and therefore no additional disclosure with regard

to major customers is made.

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

major suppliers are as follows:

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

FA - RNEEFEHERMEBERE B S
™

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

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

BANK LOANS, OVERDRAFTS AND OTHER
BORROWINGS

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

PRE-EMPTIVE RIGHTS

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

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

of Best Practice as set out in the Listing Rules.

AUDIT COMMITTEE

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

the Company and the Group’s IT control environment.

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

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

AMENDMENTS TO BYE-LAWS

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

SUFFICIENCY OF PUBLIC FLOAT

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

AUDITORS
The accounts have been audited by PricewaterhouseCoopers who

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

By order of the Board

Wong Wai Sheung

Chairman

Hong Kong, 23rd July 2004
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