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GENERAL INFORMATION

Luk Fook Holdings (International) Limited (the “Company”)
and its subsidiaries (collectively referred to as the “Group”) are
principally engaged in the retailing and wholesaling of gold
jewellery and gold ornaments, gem-set jewellery and gemstones
and other accessory items.

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

These consolidated financial statements are presented in
thousands of Hong Kong dollars (“HK$’000”), unless otherwise
stated.

BASIS OF PREPARATION

These consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
(“HKFRS”), including Hong Kong Accounting Standards
(“HKAS”) and Interpretations. These consolidated financial
statements have been prepared under the historical cost
convention as modified by the revaluation of buildings, financial
assets and financial liabilities (including derivative instruments)
at fair value through profit and loss (if any), and available-for-
sale financial assets, which are stated at fair value.

The preparation of financial statements in conformity with
HKFRS requires the use of certain critical accounting estimates.
It also requires management to exercise its judgement in the
process of applying the Company’s accounting policies. The
areas involving a higher degree of judgement or complexity, or
areas where assumptions and estimates are significant to the
consolidated financial statements, are disclosed in Note 5.
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NOTES TO THE FINANCIAL STATEMENTS

BASIS OF PREPARATION (Continued)
The adoption of new/revised HKFRS

In 2005/06, the Group adopted the new/revised standards and
interpretations of HKFRS below, which are relevant to its
operations. The 2004/05 comparatives have been restated as
appropriate, in accordance with the relevant requirements.
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HKAS 1 Presentation of Financial Statements

HKAS 2 Inventories

HKAS 7 Cash Flow Statements

HKAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors

HKAS 10 Events after the Balance Sheet Date

HKAS 12 Income Taxes

HKAS 14 Segment Reporting

HKAS 16 Property, Plant and Equipment

HKAS 17 Leases

HKAS 18 Revenue

HKAS 19 Employee Benefits

HKAS 21 The Effects of Changes in Foreign Exchange Rates

HKAS 23 Borrowing Costs

HKAS 24 Related Party Disclosures

HKAS 27 Consolidated and Separate Financial Statements

HKAS 32 Financial Instruments: Disclosure and Presentation

HKAS 33 Earnings per Share

HKAS 36 Impairment of Assets

HKAS 37 Provisions, Contingent Liabilities and Contingent
Assets

HKAS 38 Intangible Assets

HKAS 39 Financial Instruments: Recognition and Measurement

HKAS Int 15 Operating Leases — Incentives

HKEFRS 2 Share-based Payment

HKEFRS 3 Business Combinations

HKEFRS 5 Non-current Assets Held for Sale and Discontinued
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BASIS OF PREPARATION (Continued)
The adoption of new/revised HKFRS

(Continued)

The adoption of HKASs 1, 2, 7, 8, 10, 12, 14, 16, 18, 19, 21,
23,24, 27, 33, 36, 37, 38, HKAS-Int 15, HKFRS 3 and HKFRS
5 did not result in substantial changes to the Group’s accounting

policies. In summary:

- HKAS 1 has affected the presentation of minority
interest and other disclosures.

- HKASs 2, 7, 8, 10, 12, 14, 16, 18, 19, 23, 27, 33, 36,
37, 38, HKAS-Int 15, HKFRS 3 and HKFRS 5 had no

material effect on the Group’s policies.

- HKAS 21 had no material effect on the Group’s policy.
The functional currency of each of the consolidated
entities has been re-evaluated based on the guidance in
the revised standard.

- HKAS 24 has affected the identification of related
parties and some other related-party disclosures.

Adoption of HKAS 17

The adoption of revised HKAS 17 has resulted in a change in
the accounting policy relating to the reclassification of leasehold
land and land use rights from property, plant and equipment to
operating leases. The up-front prepayments made for the
leasehold land and land use rights are expensed in the income
statement on a straight-line basis over the period of the lease or
when there is impairment, the impairment is immediately
expensed in the income statement. In prior years, the leasehold
land and land use rights were accounted for at valuation/cost
less accumulated depreciation and accumulated impairment.

The adoption of HKAS 17 resulted in a decrease in opening
reserves at st April 2004 by HK$1,796,000.
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BASIS OF PREPARATION (Continued)
The adoption of new/revised HKFRS
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(Continued) A7 R ()
Adoption of HKAS 17 (Continued) FRAN A 8 g w517 9F ()
As at As at
31st March 2006 31st March 2005
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Adoption of HKAS 32 and HKAS 39

wm, (R

The adoption of HKAS 32 and HKAS 39 has resulted in a
change in the accounting policy relating to the classification of

financial assets at fair value through profit and loss and

available-for-sale financial assets. It has also resulted in the

recognition of derivative financial instruments at fair value and

a change in the recognition and measurement of hedging

activities.
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BASIS OF PREPARATION (Continued)
The adoption of new/revised HKFRS

(Continued)
Adoption of HKAS 32 and HKAS 39 (Continued)

The adoption of HKAS 32 and HKAS 39 had no effect on
opening reserves at Ist April 2005 and the details of the
adjustments to the balance sheet at 31st March 2006 are as
follows:
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Adoption of HKFRS 2

The adoption of HKFRS 2 has resulted in a change in the
accounting policy for share-based payments. Until 31st
December 2004, the provision of share options to employees did
not result in a charge to the income statement. Effective 1st
January 2005, the Group expenses the cost of share options in
the income statement. As a transitional provision, the cost of
share options granted after 7th November 2002 which had not
yet vested on st January 2005, if any, was expensed
retrospectively in the income statement of the respective
periods. The adoption of HKFRS 2 had no impact on the
Group’s profit and loss and opening reserves.

All relevant changes in the accounting policies have been made
in accordance with the transitional provisions of the respective
standards, which require retrospective application to prior year
comparatives other than:

- HKAS 39 — recognises all derivatives at fair value in
the balance sheet on 1st April 2005 and adjusts the
balance to retained earnings as at that date;

- HKAS-Int 15 — does not require recognition of
incentives for leases commencing before 1st January
2005;

- HKFRS 3 — prospectively after the adoption date.
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BASIS OF PREPARATION (Continued)
The adoption of new/revised HKFRS

(Continued)

There has been no early adoption by the Group of the following
new standards or interpretations that have been issued but are
not yet effective. The adoption of such standards or
interpretations will not result in substantial changes to the
Group’s accounting policies.
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HKAS 1 (Amendment)

HKAS 19 (Amendment)

HKAS 21 (Amendment)

HKAS 39 (Amendment)

HKAS 39 (Amendment)

HKAS 39 and HKFRS 4

(Amendments)

HKFRS 6

HKFRS 7

HKEFRS Interpretation 4

HKEFRS Interpretation 5

HKEFRS Interpretation 6

HKEFRS Interpretation 7

HKEFRS Interpretation 8

HKEFRS Interpretation 9

Capital Disclosures

Actuarial Gains and Losses, Group
Plans and Disclosures

Net Investment in a Foreign Operation

Cash Flow Hedge Accounting of
Forecast Intragroup Transactions

The Fair Value Option

Financial Guarantee Contracts

Exploration for and Evaluation of
Mineral Resources
Financial Instruments : Disclosures

Determining whether an Arrangement
contains a Lease

Rights to Interests Arising from
Decommissioning, Restoration and
Environmental Rehabilitation Funds

Liabilities arising from Participating
in a Specific Market — Waste
Electrical and Electronic Equipment

Applying the Restatement Approach
under HKAS 29 Financial Reporting
in Hyperinflationary Economies

Scope of HKFRS 2

Reassessment of Embedded Derivatives
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BASIS OF PREPARATION (Continued)
The adoption of new/revised HKFRS
(Continued)

Amendments as a consequence of the effective of Hong Kong
Companies (Amendment) Ordinance 2005:

HKAS 1 (Amendment) Presentation of Financial Statements

HKAS 27 (Amendment) Consolidated and Separate Financial
Statements
HKFRS 3 (Amendment) Business Combinations

PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of
these consolidated financial statements are set out below. These
policies have been consistently applied to all the years

presented, unless otherwise stated.

(a) Consolidation
The consolidated financial statements include the
financial statements of the Company and its subsidiaries
made up to 31st March.

(i) Subsidiaries
Subsidiaries are all entities (including special
purpose entities) over which the Group has the
power to govern the financial and operating
policies generally accompanying a shareholding
of more than one half of the voting rights. The
existence and effect of potential voting rights
that are currently exercisable or convertible are
considered when assessing whether the Group
controls another entity. Subsidiaries are fully
consolidated from the date on which control is
transferred to the Group. They are de-
consolidated from the date that control ceases.
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NOTES TO THE FINANCIAL STATEMENTS

3 PRINCIPAL ACCOUNTING POLICIES

(Continued)

(a) Consolidation (Continued)

(i)

Subsidiaries (Continued)

The purchase method of accounting is used to
account for the acquisition of subsidiaries by
the Group. The cost of an acquisition is
measured as the fair value of the assets given,
equity instruments issued and liabilities incurred
or assumed at the date of exchange, plus costs
directly attributable to the acquisition.
Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business
combination are measured initially at their fair
values at the acquisition date, irrespective of the
extent of any minority interests. The excess of
the cost of acquisition over the fair value of the
Group’s share of the identifiable net assets
acquired is recorded as goodwill. If the cost of
acquisition is less than the fair value of the net
assets of the subsidiary acquired, including any
contingent liabilities assumed, the difference is
recognised directly in the consolidated income
statement.

Inter-company transactions, balances and
unrealised gains on transactions between group
companies are eliminated. Unrealised losses are
also eliminated but considered an impairment
indicator of the asset transferred. Accounting
policies of subsidiaries have been changed
where necessary to ensure consistency with the
policies adopted by the Group.

In the Company’s balance sheet the investments
in subsidiaries are stated at cost less provision
for impairment losses. The results of
subsidiaries are accounted for by the Company
on the basis of dividends received and
receivable.
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3 PRINCIPAL ACCOUNTING POLICIES
(Continued)

(a)

(b)

(c)

Consolidation (Continued)

(ii) Transactions and minority interests
The Group applies a policy of treating
transactions with minority interests as
transactions with parties external to the Group.
Disposals to minority interests result in gains
and losses for the Group are recorded in the
consolidated income statement. Purchases from
minority interests result in goodwill, being the
difference between any consideration paid and
the relevant share acquired of the carrying value
of net assets of the subsidiary.

Segment reporting

A business segment is a distinguishable component of
the Group that is engaged and operated either in
providing particular products or services (business
segment), or in providing products or services within a
particular economic environment (geographical
segment), and which is subject to risks and returns that
are different from those of other segments.

In accordance with its internal financial reporting, the
Group has determined that business segment
information be presented as the primary reporting
format and geographical segment information as the
secondary reporting format.

Foreign currency translation

(i) Functional and presentation currency
Items included in the financial statements of
each of the Group’s entities are measured using
the currency of the primary economic
environment in which the entity operates (the
“functional currency”). The consolidated
financial statements are presented in Hong Kong
dollars (“HK$”), which is the Company’s
functional and presentation currency.
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NOTES TO THE FINANCIAL STATEMENTS

3 PRINCIPAL ACCOUNTING POLICIES

(Continued)

(c) Foreign currency translation (Continued)

(ii)

(iii)

Transactions and balances

Foreign currency transactions are translated into
the functional currency using the exchange rates
prevailing at the dates of the transactions.
Foreign exchange gains and losses resulting
from the settlement of such transactions and
from the translation at year-end exchange rates
of monetary assets and liabilities denominated
in foreign currencies are recognised in the
income statement.

Translation differences on non-monetary
financial assets and liabilities such as equity
instruments held at fair value through profit and
loss are recognised in profit and loss as part of
the fair value gain or loss. Translation
differences on non-monetary financial assets
such as equities classified as available-for-sale
are included in the fair value reserve in equity.

Group companies

The results and financial position of all the
group entities (none of which has the currency
of a hyperinflationary economy) that have a
functional currency different from the
presentation currency are translated into the
presentation currency as follows:

(a) assets and liabilities for each balance
sheet presented are translated at the
closing rate at the date of that balance
sheet;

(b) income and expenses for each income
statement are translated at average
exchange rates (unless this average is
not a reasonable approximation of the
cumulative effect of the rates prevailing
on the transaction dates, in which case
income and expenses are translated at
the dates of the transactions); and
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3 PRINCIPAL ACCOUNTING POLICIES
(Continued)

(c)

(d)

Foreign currency translation (Continued)
(iii) Group companies (Continued)
(c) all resulting exchange differences are

recognised as a separate component of
equity.

Property, plant and equipment

Buildings comprise retail shops and other properties
such as office premises. Retail shops are stated at cost
less accumulated depreciation and accumulated
impairment losses. Properties other than retail shops
(“other properties”) are stated at valuation less
subsequent accumulated depreciation. The valuation,
being fair value at the date of valuation, is determined
by the directors based on independent valuations which
are performed annually. Increases in valuation are
credited to the revaluation reserve in shareholders’
equity. Decreases in valuation are first offset against
previous increases of the same property and are
thereafter expensed in the income statement. Each year
the difference between depreciation based on the
revaluated carrying amount of the asset expensed in the
income statement and depreciation based on the asset’s
original cost is transferred from revaluation reserve to
retained earnings, if material.

Buildings are depreciated on a straight-line basis over
the unexpired period of the leases or the expected useful
lives of the buildings to the Group, whichever is shorter.

Other tangible fixed assets are stated at cost less
accumulated depreciation and accumulated impairment
losses. Cost includes the purchase price of the asset and
any directly attributable costs of bringing the asset to its
working condition and location for its intended use.
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ANNUAL REPORT £ %

NOTES TO THE FINANCIAL STATEMENTS

3 PRINCIPAL ACCOUNTING POLICIES
(Continued)

(d)

Property, plant and equipment
(Continued)

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the
cost of the item can be measured reliably. All other
repairs and maintenance are expensed in the income
statement during the financial period in which they are

incurred.

Depreciation is calculated on a straight-line basis to
write off the cost less accumulated impairment losses of
each asset to their residual values over their estimated
useful lives as follows:

20% or over the
unexpired lease period,

Leasehold improvements

whichever is shorter

Furniture and fixtures

and computer equipment 20%
Plant and machinery 20%
Motor vehicles 20%

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at each balance
sheet date.

An asset’s carrying amount is written down immediately
to its recoverable amount if the asset’s carrying amount
is greater than its estimated recoverable amount (Note 3

(g))-

Gains or losses on disposals are determined by
comparing net proceeds with the carrying amount of the
relevant assets and are included in the consolidated
income statement.
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3 PRINCIPAL ACCOUNTING POLICIES
(Continued)

(e)

o)

(2)

Leasehold land and land use rights
Leasehold land and land use rights are stated at cost less
accumulated amortisation and accumulated impairment
losses, if any. Cost represents consideration paid for the
rights to use the land on which various plants and
buildings are generally situated for a period from 50 to
70 years. Amortisation of leasehold land and land use
rights is calculated on a straight-line basis over the
period of the lease.

Trading licences
Trading licences with indefinite useful lives are carried
at cost less accumulated impairment losses, if any.

Impairment of non-financial assets

Assets that have an indefinite useful life are not subject
to amortisation and are tested annually for impairment.
Assets that are subject to amortisation are reviewed for
impairment whenever events or changes in
circumstances indicate that the carrying amount may not
be recoverable. An impairment loss is recognised for the
amount by which the asset’s carrying amount exceeds
its recoverable amount. The recoverable amount is the
higher of an asset’s fair value, less costs to sell, and
value in use. For the purposes of assessing impairment,
assets are grouped at the lowest levels for which there
are separately identifiable cash flows (cash-generating
units). Non-financial assets other than goodwill that
have suffered an impairment are reviewed for possible
reversal of the impairment at each reporting date.
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ANNUAL REPORT £ %

NOTES TO THE FINANCIAL STATEMENTS

3 PRINCIPAL ACCOUNTING POLICIES

(Continued)

(h)

Financial assets

In 2004, the Group classified its investments in

securities, other than subsidiaries, as non-trading

securities and trading securities, which were stated at

cost less provision for impairment losses.

From 1st January 2005 onwards, the Group classifies its

financial assets in the following categories: at fair value

through profit and loss, loans and receivables, held-to-

maturity and available-for-sale. The classification

depends on the purpose for which the financial assets

were acquired. Management determines the

classification of its financial assets at initial recognition

and re-evaluates this designation at every reporting date.

(i)

Financial assets at fair value through profit and
loss

This category has two sub-categories: financial
assets held for trading, and those designated at
fair value through profit and loss at inception. A
financial asset is classified in this category if
acquired principally for the purpose of selling in
the short term or if so designated by
management. Derivatives are also categorised as
held for trading unless they are designated as
hedges. Assets in this category are classified as
current assets if they are either held for trading
or are expected to be realised within 12 months
of the balance sheet date. During the year, the
Group did not hold any financial asset in this
category.
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3 PRINCIPAL ACCOUNTING POLICIES

(Continued)

(h) Financial assets (Continued)

(ii)

(iii)

(iv)

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. They are included in current assets,
except for maturities greater than 12 months
after the balance sheet date. These are classified
as non-current assets. Loans and receivables are
included in trade and other receivables in the
balance sheet (Note 3(j)).

Held-to-maturity investments

Held-to-maturity financial assets are non-
derivative financial assets with fixed or
determinable payments and fixed maturities that
the Group’s management has the positive
intention and ability to hold to maturity. During
the year, the Group did not hold any financial
asset in this category.

Available-for-sale financial assets
Available-for-sale financial assets are non-
derivatives that are either designated in this
category or not classified in any of the other
categories. They are classified as non-current
assets unless management intends to dispose of
the investment within 12 months of the balance
sheet date.
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NOTES TO THE FINANCIAL STATEMENTS

3 PRINCIPAL ACCOUNTING POLICIES

(Continued)

(h) Financial assets (Continued)

(iv)

Available-for-sale financial assets (Continued)
Regular purchases and sales of investments are
recognised on the trade-date — the date on which
the Group commits to purchase or sell the asset.
Investments are initially recognised at fair value
plus transaction costs for all financial assets not
carried at fair value through profit and loss.
Financial assets carried at fair value through
profit and loss are initially recognised at fair
value and transaction costs are expensed in the
income statement. Investments are derecognised
when the rights to receive cash flows from the
investments have expired or have been
transferred and the Group has transferred
substantially all risks and rewards of ownership.
Available-for-sale financial assets and financial
assets at fair value through profit and loss are
subsequently carried at fair value. Loans and
receivables and held-to-maturity investments are
carried at amortised cost using the effective
interest method.

Gains and losses arising from changes in the
fair value of the “financial assets at fair value
through profit and loss” category, including
interest and dividend income, are recognised in
profit and loss in the period in which they arise.
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3 PRINCIPAL ACCOUNTING POLICIES

(Continued)

(h) Financial assets (Continued)

(iv)

Available-for-sale financial assets (Continued)
Changes in the fair value of monetary securities
denominated in a foreign currency and
classified as available-for-sale are analysed
between translation differences resulting from
changes in amortised cost of the security and
other changes in the carrying amount of the
security. The translation differences are
recognised in profit and loss, and other changes
in carrying amount are recognised in equity.
Changes in the fair value of monetary securities
classified as available-for-sale and non-
monetary securities classified as available-for-
sale are recognised in equity.

When securities classified as available-for-sale
are sold or impaired, the accumulated fair value
adjustments recognised in equity are included in
the income statement as “gains and losses from
investment securities”. Interest on available-for-
sale securities calculated using the effective
interest method is recognised in the income
statement. Dividends on available-for-sale
equity instruments are recognised in the income
statement when the Group’s right to receive
payments is established.

The fair values of quoted investments are based
on current bid prices. If the market for a
financial asset is not active (and for unlisted
investments), the Group establishes fair value
by using valuation techniques. These include the
use of recent arm’s length transactions,
reference to other instruments that are
substantially the same, discounted cash flow
analysis, and option pricing models making
maximum use of market inputs and relying as
little as possible on entity-specific inputs.
However, if the range of reasonable fair value
estimates is significant and the probabilities of
the various estimates cannot be reasonably
assessed, such financial assets are carried at
cost less accumulated impairment losses.
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NOTES TO THE FINANCIAL STATEMENTS

3 PRINCIPAL ACCOUNTING POLICIES
(Continued)

(h)

(i)

Financial assets (Continued)

(iv) Available-for-sale financial assets (Continued)
The Group assesses at each balance sheet date
whether there is objective evidence that a
financial asset or a group of financial assets is
impaired. In the case of equity securities
classified as available-for-sale, a significant or
prolonged decline in the fair value of the
security below its cost is considered as an
indicator that the securities are impaired. If any
such evidence exists for available-for-sale
financial assets, the cumulative loss — measured
as the difference between the acquisition cost
and the current fair value, less any impairment
loss on that financial asset previously
recognised in profit and loss — is removed from
equity and recognised in the income statement.
Impairment losses recognised in the income
statement on equity instruments are not reversed
through the income statement.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined on the first-in, first-
out basis. The cost of merchandise comprises raw
materials, direct labour and other direct costs. It
excludes borrowing costs. Net realisable value is the
estimated selling price in the ordinary course of
business, less applicable variable selling expenses.

Trade receivables

Trade receivables are recognised initially at fair value
and subsequently measured at amortised cost using the
effective interest method, less provision for impairment.
Such provision for impairment of trade receivables is
established when there is objective evidence that the
Group will not be able to collect all amounts due
according to the original terms of receivables. The
amount of the provision is the difference between the
asset’s carrying amount and the present value of
estimated cash flows, discounted at the effective interest
rate. The amount of the provision is recognised in the
consolidated income statement.
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3 PRINCIPAL ACCOUNTING POLICIES
(Continued)

(k)

)

(m)

(n)

Cash and cash equivalents
Cash and cash equivalents include cash on hand,
deposits held at call with banks and bank overdrafts, if

any.

Derivative financial instruments

Derivative financial instruments, if any, are initially
recognised at fair value on the date a derivative contract
is entered into and are subsequently remeasured at their

fair value.

Financial liabilities and equity

Financial liabilities and equity instruments issued by the
Group are classified according to the substance of the
contractual arrangements entered into and the
definitions of a financial liability and an equity
instrument. An equity instrument is any contract that
evidences a residual interest in the assets of the Group
after deducting all of its liabilities.

Ordinary shares are classified as equity. Non-
mandatorily redeemable ordinary shares are classified as
equity. Incremental costs directly attributable to the
issue of new shares are shown in equity as a deduction
from the proceeds.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in the consolidated income
statement over the period of the borrowings using the
effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of
the liability for at least 12 months after the balance
sheet date.
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NOTES TO THE FINANCIAL STATEMENTS

3 PRINCIPAL ACCOUNTING POLICIES
(Continued)

(0)

(r)

Deferred income tax

Deferred income tax is provided in full, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities and their
carrying amounts in the consolidated financial
statements. However, the deferred income tax is not
accounted for if it arises from initial recognition of an
asset or liability in a transaction other than a business
combination that at the time of the transaction affects
neither accounting nor taxable profit and loss. Deferred
income tax is determined using tax rates (and laws) that
have been enacted or substantially enacted by the
balance sheet date and are expected to apply when the
related deferred income tax asset is realised or the
deferred income tax liability is settled.

Deferred income tax assets are recognised to the extent
that it is probable that future taxable profit will be
available against which the temporary differences can
be utilised.

Deferred income tax is provided on temporary
differences arising on investments in subsidiaries,
except where the timing of the reversal of the temporary
difference can be controlled by the Group and it is
probable that the temporary difference will not reverse
in the foreseeable future.

Employee benefits

(i) Employee leave entitlements
Employee entitlements to annual leave are
recognised when they accrue to employees. A
provision is made for the estimated liability for
annual leave as a result of services rendered by
employees up to the balance sheet date.

Employee entitlements to sick leave and
maternity leave are not recognised until the time
of leave.
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3 PRINCIPAL ACCOUNTING POLICIES 3 T 2 EOR o
(Continued)
(p) Employee benefits (Continued) (p) 1 H %A &)
(ii) Profit sharing and bonus plans (ii) T 8 77 2= & 7E AL it &)
Provisions for profit sharing and bonus plans AL E SR A C R
are recognised when the Group has a present it 2 IR B EE A LA I
legal or constructive obligation as a result of AR M E AR - T
services rendered by employees and a reliable AR 4 B T L E
estimate of the obligation can be made. [l 7 1 R R
B AE AL wH#) 2 A -
(iii) Pension obligations (iii) BIKE EHAT

The Group operates a defined contribution
Mandatory Provident Fund Scheme (the “MPF
Scheme”) which is registered under the
Mandatory Provident Fund Schemes Ordinance
in Hong Kong. The assets of the MPF Scheme
are held in a separately administered fund. The
MPF Scheme is generally funded by payments
from employees and by the Group.

The Group’s contributions to the MPF Scheme
are expensed as incurred and are reduced by the
employer’s voluntary contribution forfeited
from the MPF Scheme by those employees who
leave the scheme prior to vesting fully in the
contributions.
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NOTES TO THE FINANCIAL STATEMENTS

3 PRINCIPAL ACCOUNTING POLICIES

(Continued)

(r)

(9)

Employee benefits (Continued)

(iv)

Share-based compensation

The Group operates an equity-settled, share-
based compensation plan. The fair value of the
employee services received in exchange for the
grant of the options is recognised as employee
share option expense in the income statement.
The total amount to be expensed over the
vesting period is determined by reference to the
fair value of the options granted, excluding the
impact of any non-market vesting conditions
(for example, profitability and sales growth
targets). Non-market vesting conditions are
included in assumptions about the number of
options that are expected to become exercisable.
At each balance sheet date, the Group revises its
estimates of the number of options that are
expected to become exercisable. It recognises
the impact of the revision of original estimates,
if any, in the income statement, and a
corresponding adjustment to employee share-
based compensation reserve over the remaining
vesting period.

The proceeds received net of any directly
attributable transaction costs are credited to
share capital (nominal value) and share
premium when the options are exercised.

Provisions

Provisions are recognised when the Group has a present

legal or constructive obligation as a result of past

events; it is more likely than not that an outflow of

resources will be required to settle the obligation; and

the amount has been reliably estimated. Provisions are

not recognised for future operating losses.
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3 PRINCIPAL ACCOUNTING POLICIES
(Continued)

(r)

Revenue recognition

Revenue comprises the fair value of the consideration
received or receivable for the sales of goods and
services in the ordinary course of the Group’s activities.
Revenue is shown net of value-added-tax, sales returns

and discounts, after eliminating sales within the Group.

Turnover represents revenues recognised on sales of
goods, and is recognised as follows:

(i) Sales of goods — wholesale
Sales of goods are recognised when a group
entity has delivered products to the customer,
the customer has accepted the products and
collectibility of the related receivables is
reasonably assured.

(ii) Sales of goods — retail
Sales of goods are recognised when a group
entity sells a product to the customer. Retail
sales are usually settled in cash or by credit
card. The recorded revenue is the gross amount
of the sale, including credit card fees payable
for the transaction. Such fees are included in

selling expenses.

Consultancy fee income and service income in respect
of technical support and consultancy services are
recognised on an accrual basis and are determined in
accordance with the terms of the service agreement.

Interest income from bank deposits is recognised on a
time proportion basis using the effective interest
method.

Dividend income is recognised when the right to receive
payment is established.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

(s)

)

(w)

Operating leases

Leases in which a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under
operating leases (net of any incentives received from the
lessor) are charged to the consolidated income statement
on a straight-line basis over the period of the lease.

Borrowing costs

Borrowing costs incurred for the construction of
property, plant and equipment (qualifying asset) are
capitalised during the period of time that is required to
complete and prepare the asset for its intended use. All
other borrowing costs are expensed as incurred.

Dividend distribution

Dividend distribution to the Company’s shareholders is
recognised as a liability in the Group’s financial
statements in the period in which the dividends are
approved by the Company’s shareholders.

FINANCIAL RISK MANAGEMENT

(a)

Financial risk factors

The Group’s activities expose it to a variety of financial
risks, including foreign exchange risk, credit risk,
liquidity risk, interest rate risk and commodity price
risk. The use of financial derivatives to hedge certain
risk exposures is governed by the Group’s policies. The
Group does not use derivative financial instruments for
speculative purposes.
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4 FINANCIAL RISK MANAGEMENT

(Continued)

4

(a)

Financial risk factors (Continued)

The Group mainly operates in Hong Kong with
most of the transactions settled in HK$. The
Group also has retail operations in Canada,
Macau and the People’s Republic of China (the
“PRC”), which are relatively insignificant to the
Group. The Group’s assets and liabilities, and
transactions arising from its operations that are
exposed to foreign exchange risk are primarily
with respect to Renminbi (“RMB”). The Group
has not used any forward contracts to hedge its
exposure as foreign currency risk is considered

As at 31st March 2006, the Group had certain
deposits in banks (Notes 31(c)) denominated in
foreign currencies. The HK$ has been relatively
stable against the RMB over the past few years.
Since July 2005, the RMB has appreciated
against the HK$. The directors are of the
opinion that such appreciation did not have any
material adverse impact on the Group’s net

(i) Foreign exchange risk
minimal.
assets.

(ii) Credit risk

The Group has no significant concentrations of
credit risk. The carrying amount of trade
receivables included in the consolidated balance
sheet represents the Group’s maximum exposure
to credit risk in relation to its financial assets.
The Group has policies in place to ensure that
sales of products are made to customers with an
appropriate credit history and the Group
performs periodic credit evaluations of its
customers. The Group’s historical experience in
collection of trade and other receivables falls
within the recorded allowances and the directors
are of the opinion that adequate provision for
uncollectible trade receivables has been made in
the financial statements.
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4 FINANCIAL RISK MANAGEMENT

(Continued)

(a) Financial risk factors (Continued)

(iii)

(iv)

(v)

Liquidity risk

The Group’s primary cash requirements have
been for additions to and upgrades of property,
plant and equipment, payment of debts and
payment for purchases and operating expenses.
The Group finances its working capital
requirements through a combination of funds
generated from operations and bank borrowings.

Due to the dynamic nature of the underlying
businesses, the Group’s policy is to maintain
sufficient cash and cash equivalents or have
available funding through adequate committed
credit facilities to meet its working capital
requirements. The directors believe that the
Group has obtained sufficient general credit
facilities from banks for financing capital
commitments in the near future and for working
capital purposes.

Interest rate risk

The Group’s income and operating cash flows
are substantially independent of changes in
market interest rates and the Group has no
significant interest-bearing assets except for the
cash and cash equivalents, details of which have
been disclosed in Notes 31(c). The Group has
not used any interest rate swap to hedge its
exposure to interest rate risk.

Commodity price risk

The Group is engaged in the sale of gold and
platinum ornaments. The gold and platinum
markets are influenced by global as well as
regional supply and demand conditions. A
decline in prices of gold and platinum could
adversely affect the Group’s financial
performance. The Group uses a limited number
of future contracts to reduce its exposure to
fluctuations in the price of gold and platinum.
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FINANCIAL RISK MANAGEMENT
(Continued)
(b) Fair value estimation

The carrying amounts of the Group’s current financial
assets, including bank balances and cash, trade
receivables, other receivables, prepayments and deposits
and current financial liabilities, including trade and
other payables and short-term bank loan approximate
their fair values due to their short maturities. The fair
value of the “non-current asset held for sale” is
determined with reference to the estimated cash flows
arising from the disposal of this asset.

The face value, less any estimated credit adjustments, of
financial assets and liabilities with maturity of less than
one year are assumed to approximate their fair values.
The fair value of financial liabilities for disclosure
purposes is estimated by discounting the future
contractual cash flows at the current market interest rate

available to the Group for similar financial instruments.

CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS

Estimates and judgements used in preparing the financial
statements are continually evaluated and are based on historical
experience and other factors, including expectations of future
events that are believed to be reasonable under the
circumstances. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The estimates
and assumptions that have a significant risk of causing a
material adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed below.

(i) Depreciation and amortisation
The Group’s management determines the estimated
useful lives and related deprecation/amortisation
charges for property, plant and equipment and leasehold
land and land use rights with reference to the estimated
periods over which the Group intends to derive future
economic benefits from the use of these assets.
Management will revise the depreciation and
amortisation charge where useful lives are different
from those previously estimated, or it will write-off or
write-down technically obsolete or non-strategic assets
that have been abandoned or sold.

4
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NOTES TO THE FINANCIAL STATEMENTS

AND JUDGEMENTS (Continued)

(it)

(iv)

Inventories

Management estimates the net realisable value of

(1)

merchandise based primarily on the latest invoice prices
and current market conditions. The Group carries out an
inventory review on a product-by-product basis at each
balance sheet date and makes provision for impairment
on obsolete and slow-moving items to write-off or
write-down inventories to their net realisable value.

Impairment of non-financial assets
Assets are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying
amount of the asset exceeds its recoverable amount in
accordance with the accounting policy stated in Note
3(g). The recoverable amount of an asset or a cash-
generating unit is determined based on value-in-use
calculations. The value-in-use calculation requires the
Group to estimate the future cash flows expected to
arise from the cash-generating unit and a suitable
discount rate in order to calculate present value, which
is prepared on the basis of management’s assumptions
and estimates. Detailed sensitivity analyses are
performed and management must be confident that the
carrying amount of the relevant assets will be recovered
in full.

Income taxes

The Group is subject to income taxes in Hong Kong and

(iv)

other jurisdictions. There are certain transactions and
calculations for which the ultimate tax determination is
uncertain during the ordinary course of business. Where
the final tax outcome of these matters is different from
the amounts that were initially recorded, such
differences will impact the income tax and deferred tax
provisions in the period in which such determination is
made.
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TURNOVER AND SEGMENT
INFORMATION

The Group is principally engaged in the retailing and
wholesaling of gold jewellery and gold ornaments, gem-set
jewellery and gemstones, and other accessory items. The Group
also provides technical support and consultancy services, and
quality control of jewellery products to certain licensees.
Revenues recognised during the year are as follows:

ANNUAL REPORT &

NOTES TO THE FINANCIAL STATEMENTS
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BREBEY R

AR A S B A A -
8 i S B DR A T i 2 4 Rt
BEEHS o ASE WIS A T4 A P AR 4
1l S 48 e R B) 5 LA B 2 i 2 L
o FNHERZWAWMT

2006 2005
HK$°000 HK$°000
T#L T
Turnover R
Sale of goods (note) & 857 5 (K AE) 2,126,297 1,961,720

Note: Included in sale of goods is HK$491,338,000 (2005:
HK$377,982,000) which was settled by the receipt of
gold bullion. This gold bullion was in turn used for
settlement of trade payables.

Primary reporting format — business segments
The Group is organised mainly in Hong Kong into two major
business segments:

. Retailing of jewellery

. Manufacturing and wholesaling of jewellery

Other operations of the Group mainly comprise investments and
services relating to internet and software development.
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TURNOVER AND SEGMENT
INFORMATION (Continued)
Primary reporting format — business segments

(Continued)

6

$UE 5 % o Y ik

BEBEESBER @)
THERF I — EH @

Manufacturing
Retailing and wholesaling Other operations Eliminations Group
ZE R R pRUES 05 AEH
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
HK$°000 HK$'000 HK$'000 HK$000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$ 000
T#xL Tir TF#x T#x T#x Tc T#x Tx T#gx TEx
(Restated) (Restated) (Restated) (Restated) (Restated)
(EJ1) (EJ1) (EJ1) (EJ1) (EJ1)
Sales to external HHEF
customers B 1,427,434 |1,449.276 696,843 | 510,326 2,020 | 2,118 - - 2,126,297 |1,961,720
Inter-segment sales 3 1) 4 £ 4 40,292 | 44,167 435,700 | 454,993 23 ~  (476,015)] (499,160) - -
Other income from KAHNEF
external customers 2 H At A 915 404 22,570 20,001 1,881 2,167 - - 25,366 22,572
Inter-segment SR Z
other income HAfg A - = - = 797 1,104 (797)|  (1,104) - =
Total okl 1,468,641 |1,493,847 1,155,113 | 985,320 4,721 | 5389 (476,812)| (500,264) 2,151,663 [1,984,292
Segment results NHWES 118,490 | 117,326 35,068 | 45,623 1| 2706 @810 (3.271) 150,758 | 156,972
Interest income FE A 835 95
Unallocated costs R LA (37,864)| (29,986)
Gain on disposal 1 3
of properties - 16,537 - - - 8,912 - - - 25,449
Operating profit 258 i A 113,729 | 152,530
Finance costs L 24l (1,309)|  (425)
Profit before taxation B i i A 112,420 | 152,105
Taxation BE (15,891) (25,146)
Profit after taxation TR B 1% i A 96,529 | 126,959
Segment assets NHEE 550,222 | 485,041 579,997 | 551356 15,370 | 59441 (313,009)| (317,179) 832,580 | 778,639
Unallocated assets RN BE B 66,361 | 53,425
Total assets Mg 898,941 | 832,084
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6 TURNOVER AND SEGMENT
INFORMATION (Continued)
Primary reporting format — business segments

BEBEESBER @)
THERF I — EH @

(Continued)
Manufacturing
Retailing and wholesaling Other operations Eliminations Group
24 R B ok Jofl % il %5 M
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
HK$’000 HK$'000 HK$’000 HK$'000 HK$’000 HK$'000 HK$’000 HK$000 HK$’000 HKS$ 000
T#x Ti#Ex T#x T#x T#x T#x TEx THx TEx Tz
(Restated) (Restated) (Restated) (Restated) (Restated)
(&) (E71) (E71) (E71) (E71)
Segment liabilities HHAE (396,872)| (391,709) (64,790)| (40,190)  (2,575)| (24,485) 313,009 | 317,179 (151,228)](139,205)
Unallocated liabilities £ 4Bl & fi (19,521)| (19,570)
Total liabilities MAE (170,749)| (158,775)
Depreciation it
- allocated -E4E 8,545 5,815 6,256 2,676 308 717 - - 15,109 9,208
- unallocated - RO R 3,747 2978
18,856 | 12,186
Amortisation 1 8
— allocated - B4R 1 23 122 135 15 126 - - 138 284
— unallocated o i 44 31
182 315
Capital expenditure &4 3¢
— allocated — B4 E 12,750 8,219 18,336 | 27,462 911 | 38,188 - - 31,997 | 73.869
- unallocated — KB 1,806 | 7,731
33,803 | 81,600
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TURNOVER AND SEGMENT
INFORMATION (Continued)

Secondary reporting format — geographical

segments

The geographical analysis is divided into three regions:

BEBEESBER @)

$UE 5 % o Y ik

7 Jis 22 % 75 X — b i 4 7

1 53 AT T o3 A = 1

. Hong Kong ° iR
. PRC . H
J Others ° HoAty
Total assets Capital expenditure
BV ¥ A B 3%
2006 2005 2006 2005
HK$°000 HK$’000 HK$°000 HK$’000
T#L T T#L T T
(Restated)
(E51)
Hong Kong s 653,202 631,105 13,432 52,628
PRC H 195,084 158,563 18,644 27,462
Others HAth 50,655 42,416 1,727 1,510
898,941 832,084 33,803 81,600
No geographical analysis on segment revenue and result is H A A AR [ D R 10%°8 2E 5 D IR 10%
presented as less than 10% of the Group’s turnover and less than AR FEETIIR A B W ST o B 4
10% of the Group’s consolidated results were attributable to X2 N E S T
markets outside Hong Kong.
OTHER INCOME 7 HfbcA
2006 2005
HK$’000 HKS$’000
T# T T# 7T
Other income H A e A
Service income IR s Uit A 15,458 12,759
Consultancy fee income R 2 s A 7,098 5,729
Interest income FLE de A 835 95
Commission income HERT PN 13 75
Others A 2,797 4,422
26,201 23,080
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96

8  OPERATING PROFIT 8 KaEaM
Operating profit is stated after crediting and charging the £ A B SEA LB R & TE
following:
2006 2005
HK$°000 HK$’000
T#L T
(Restated)
(E41)
Crediting it A
Net exchange gain T 51, Wiz 4 V3% 920 1,181
Write back of provision 125 [m] ¥ 61 A 5 4 A
for slow-moving inventories 3,168 385
Charging Eil]%
Auditors’ remuneration 1% BT T <5 2,666 2,433
Amortisation of leasehold land AL L &
and land use rights ok fef A R A 64 182 315
Cost of inventories sold CEFERA 1,666,615 1,546,133
Deficit on revaluation of buildings Al 5 A A 22 -
Depreciation of property, W FRE KA T
plant and equipment 18,856 12,186
Loss on disposal of other fixed assets i B H At [ & & & 2 k5 18 1,572 1,562
Operating lease rentals in respect o R B AR A IR
of land and buildings Z 91,156 67,135
Provision for permanent impairment ] fik tH B [ 15
of available-for-sale B E K A (T
financial asset (Note 19) (Mt 7E19) 1,042 =
Provision for impairment of L Ath, 452 ol (45 A
other investments (Note 18) (ffat18) - 1,073
Retirement benefit costs included FHR R B AR ) 2 AR R AR R R R
in staff costs (Note 14) (Wt 7E14) 5,480 5,410
Staff costs Tk B B A%
(including directors’ emoluments) (35 EFH M%) 155,076 142,344
Write-down of non-current asset held (i % A fit th 5 2 JE i 8 & =
for sale to fair value (Note 25) B HNFE (FfaE2s) 662 =
FINANCE COSTS 9 WEHEM
2006 2005
HK$°000 HK$°000
T#xL T T
Interest on short-term bank loan S 1 SR AT B R 2 B 1,309 424
Interest on bank overdrafts RATIE X ZF B - 1
1,309 425
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TAXATION

The amount of taxation charged to the consolidated income

statement represents:

$UE 5 % o Y ik

10 ML

TEAR o H 2 RN SO 2 BLHIE -

2006 2005
HK$°000 HK$’000
T#xL T
Hong Kong profits tax A5

— current — B A 17,448 21,226

— over-provision in prior years — fE A B R R (3,728) (1,305)
Overseas taxation 15 SR TE 3,370 2,633
Deferred taxation (Note 30) % SE B IH (Kf E30) (1,199) 2,592
15,891 25,146

Hong Kong profits tax has been provided at the rate of 17.5%
(2005: 17.5%) on the estimated assessable profit for the year.

Taxation on overseas profits has been calculated on the

estimated assessable profit for the year at the rates of taxation

prevailing in the countries in which the Group operates.

The taxation on the Group’s profit before taxation differs from

T vt P A5 T 4 HR AR 4F B % 51 B SR B T8
4% B 2R 17.5% (20054F © 17.5%) 4= 33
HE o I 4N A 2 B B T3 4R AT A R
Wi v 1) D A 42 [H SE S BT A B KR IR R
REHHE -

A4 [ R 5L ATk ) B G A W B R B

the theoretical amount that would arise using the taxation rate in Z MG BIHZE BT
Hong Kong as follows:
2006 2005
HK$°000 HK$’000
TH#x T# 7T
(Restated)
(FE51)
Profit before taxation W B i i A1) 112,420 152,105
Calculated at a taxation rate #17.5% (20054F : 17.5%)
of 17.5% (2005: 17.5%) Bl FHA 2 BiLIE 19,674 26,618
Effect of different taxation rates FoAth B 5K [7] B 26 2 5%
in other countries 122 82
Income not subject to taxation P70 R B 2 A (3,007) (1,806)
Expenses not deductible for ENCIEIE s s
taxation purposes 2,144 625
Unrecognised tax losses KA MER Z BLE 1,189 932
Utilisation of previously B DA A oA T R
unrecognised tax losses Z B s 4R (503) -
Over-provision in prior years 4T BE 8 B 5 4 (3,728) (1,305)
15,891 25,146
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11

12

PROFIT ATTRIBUTABLE TO EQUITY
HOLDERS OF THE COMPANY

The profit attributable to equity holders of the Company is dealt
with in the financial statements of the Company to the extent of
HK$59,696,000 (2005: HK$59,956,000).

EARNINGS PER SHARE

The calculation of basic earnings per share is based on the
Group’s profit attributable to equity holders of the Company of
HK$95,695,000 (2005 (Restated): HK$125,795,000) and the
weighted average number of 486,738,371 (2005: 482,591,036)
ordinary shares in issue during the year.

The calculation of diluted earnings per share is based on the
Group’s profit attributable to equity holders of the Company of
HK$95,695,000 (2005 (Restated): HK$125,795,000) and the
weighted average number of 490,458,067 (2005: 488,342,001)
ordinary shares in issue during the year after adjusting for the
effects of all potential dilutive ordinary shares deemed to be
issued at no consideration if all outstanding share options
granted under the share option scheme of the Company had been
exercised.

11

12

A2 AR A AN A B A

A 2 ) S 3 T B 2 AN D RE 2R
Fe A N MEAG % R £559,696,0003: JC (2005
4F 1 59,956,000% JC) °

(Y F |

5 IR A 2 R T AR R AR T AR S D 5 R
AN JE AL A £ F 3 F 95,695,000 G
(20054F (FE 41) : 125,795,000% C) &
AN B B AT R 2 RE T B B
486,738,371 (20054F : 482,591,036
J§) FTE -

B IR 2 R T ARG AS A R RE SR R A
JRE A1k 74 45 [ 345 1195,695,000% 7T (20054
(E ) : 125,795,000% 7T) & 4F A AR
AR AN I IR RE S 92 2 B
TRAT {5 i P b 2L £ fe T 4 DA AR
BEAT 2 A VAR 0 B 2 R A
iR 2 B OB AT A R BT B B
490,458,067/ (20054F : 488,342,001
&) FTE -
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DIVIDENDS 13 KA
2006 2005
HK$’000 HK$’000
T Tt
2004/05 final, paid, of HK$0.06 £ £ 2004/054F i 7K A i 5
(2003/04 final: HK$0.05) g 11 % 78 1% 0.06 1 7T
per ordinary share (2003/044F FE K B A &L -
0.05% JG) 29,127 24,049
2004/05 special, paid, of HK$0.02 £ £ 2004/054F Ji 45 Fll Bt 5
(2003/04 special: nil) & I 78 112 0.02¥ T
per ordinary share (2003/044F B 45 Fll B &L -
) 9,709 =
2005/06 interim, paid, of HK$0.03 B £F2005/064F B 1 11 i 5
(2004/05 interim: HK$0.04) g [ 3 % 1% 0.03%5 I8
per ordinary share (2004/05%4F £ H i 5.
0.04%5 Jt) 14,638 19,418
2005/06 final, proposed on R 200647 H 24 H #E Ik
24th July 2006, of HK$0.07 2005/064F & A 1 i 5.
(2004/05 final: HK$0.06) g 1 % 78 1 0.07 1 T
per ordinary share (note) (2004/054F FE K B A &L -
0.06% 7T) (K 5%) 34,156 29,127
2005/06 special, proposed on R 200647 H 24 H #E Ik
24th July 2006, of HK$nil 2005/064F B 5 il i 5L
(2004/05 special: HK$0.02) g 1% 7 1 U T
per ordinary share (2004/054F B 45 Fll B &L -
0.02% 7t) - 9,709
Note: Bt at -

At a meeting held on 24th July 2006, the directors declared a final
dividend of HK$0.07 per ordinary share. This proposed dividend is not

reflected as dividends payable in these financial statements, but will be

reflected as an appropriation of retained earnings for the year ending

31st March 2007.

200647 H 24 H 8472 ik I - EHEIR
R 3 S BB 4 % 0.07HE I o S 3 UR S,
S 0 A 5% S A S R R R B B RS IR, 5 (H
A B Z 200743 A 31 B 1E4E B 5 /E R B &
F 43Uk o
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14 RETIREMENT BENEFIT COSTS

All statutory contributions under the MPF Scheme are

immediately fully vested in the employees.

During the year, the Group’s contributions to the retirement

14 58 K6 A AR

58 B W R BT A A E AR B R A

B R BT A -

AETR > ACEE B 1R AR B 2 i

schemes were as follows: T 3
2006 2005
HK$°000 HKS$’000
T#L T T
Net contributions charged to SRR e
consolidated income statement Sz 8 2 O A 5,480 5,410
During the year, there were no forfeited contributions (2005: AF NI B 3R i 2 3K (20054F © fE) o

Nil).

At 31st March 2006 and 2005, there were no unutilised forfeited

contributions.

15 DIRECTORS’ AND SENIOR
MANAGEMENT’S EMOLUMENTS

20064 % 2005453 H 31 H - i 48 3 oK

B 2 SR WK -

15 HHEEHHTHAHNE

(a) Directors’ emoluments (a) HFME
The aggregate amounts of emoluments payable to the AR N AT A A ) 2 T A
directors of the Company during the year were as BEWE
follows:
2006 2005
HK$’000 HK$’000
T# T T 7
Fees i 4 921 880
Salaries, housing allowances, ¥4 - 5 & # AN -
other allowances and Al v B
benefits-in-kind e 4 Il 4 11,962 10,743
Performance and e R B % I 1 8
discretionary bonuses ZAEAL 2,300 3,476
Contributions to pension plan  # /R 5} #1 ik 3k 268 262
Total payable and expensed B i 2% A M A iR T
in the financial statements PEE L 15,451 15,361
Benefit from exercise A {1 1 AR O 45 ) 4
of share options 3,650 -
19,101 15,361
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DIRECTORS’ AND SENIOR
MANAGEMENT’S EMOLUMENTS

15 HHEEHREEABMNE @

(Continued)
(a) Directors’ emoluments (Continued) (a) #F 2 )
The remuneration of each director is set out below: HEHRZMEWT
For the year ended 31st March 2006
A 20064E3 H 31 H Ik 4F
Total
Employer’s payable and
contribution  expensed in
to pension  the financial ~Benefit from
Discretionary scheme  statements  exercise of
bonuses ~ Housing 4 Wi R share options Total
Fees  Salaries  MWHM  allowances MHKAH CHAME GHBRE  emoluments
Name of Director fiE)i2] s 4 kE RERE S WEHEE O WBAR  MAHH
HEK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HKS'000  HKS$'000
T T#x T T T T T T
WONG Wai Sheung BRE 55 8,267 1227 - 114 9,663 3,650 13313
TSE Moon Chuen iz 55 669 07 251 4 1,30 - 1322
LAW Tim Fuk, Paul BiR 5 1,037 613 - 4 1,774 - 1,774
POON Kam Chi it 4 598 - - 3 667 - 667
LAU Kok Sum YRR 5 73 153 - ki 1,020 - 1,020
WONG Koon Cheung BRE 5 115 - - - 1 - 1
CHAN Wai hefe 55 115 - - - 1 - 170
LEE Shu Kuan Zhish 5 113 - - - 1 - 1
YEUNG Po Ling, Pauline BER 55 - - - - 55 - 5
HUI King Wai A 110 - - - - 110 - 110
CHIU Wai Mo' #ER 110 - - - - 110 - 110
HUI Chiu Chung? e 110 - - - - 110 - 110
LO Mun Lam, Raymond* E#F 110 - - - - 10 - 10
9l 1 2,300 21 268 15451 3,630 19,101
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15

DIRECTORS’ AND SENIOR
MANAGEMENT’S EMOLUMENTS
(Continued)

Directors’ emoluments (Continued)

For the year ended 31st March 2005

15 HHEEHREEABMNE @

(a) HF W& )

% 200543 H 31 1L 4F B

Employer's Total Benefit

contribution  payable and from

to pension  expensed in exercise

scheme  the financial of share

Discretionary BEH  statements options
bonuses e EfRE fiff Total
Fees  Salaies  MEEH  HHZ  AAME  BRE  emolumens
Name of Director EEHA ik ks a5 s BEZAE  WRHE  Me4E
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000
Tt  TEx  TEx  TEx  Téx  TEx  TEx
WONG Wai Sheung R 55 7,129 1,389 110 8,683 - 8,683
TSE Moon Chuen E 1K 55 825 459 3 137 - 137
LAW Tim Fuk, Paul BirE 55 1021 695 4 1818 - 1818
POON Kam Chi it 55 689 695 3 1471 - 1471
LAU Kok Sum LLEES 55 734 24 % 1,062 - 1,062
WONG Koon Cheung B 55 115 - - 170 - 170
CHAN Wai Rl 55 115 - - 170 - 170
LEE Shu Kuan FHEH 55 115 - - 170 - 170
YEUNG Po Ling, Pauline HEA 55 - - - 55 - 55
HUI King Wai A 110 - - - 110 - 110
CHIU Wai Mof BfER 110 - - - 110 - 110
HUI Chiu Chung® B 110 - - - 110 - 110
LO Mun Lam, Raymond* AR 55 - - - 55 - 55
880 10,743 3476 262 15,361 - 15,361

# Independent non-executive directors.

No directors waived their emoluments in respect of the years
ended 31st March 2005 and 2006.

# WL BT F

% 20054 & 200643 A 31 H 1E4E >
SIf e S 2 i B 4 e
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DIRECTORS’ AND SENIOR
MANAGEMENT’S EMOLUMENTS
(Continued)

(b)

Five highest paid individuals

Among the five highest paid individuals, 4 (2005: 4) of
them are directors of the Company and the details of
their remuneration have been disclosed in the preceding
paragraph. The emoluments of the remaining highest

15

WP RN R A @

(b) LB H A A
AL RETHTMA L% > M4
(20054 : U 4) /A 4 7] #
WS ZMEHBO N LB
Wi Hitmmir AL 24

paid individual are as follows: #HE T
2006 2005
HK$°000 HK$’000
T#xL T T
Salaries, housing allowances, e EEER
other allowances and Ay B
benefits-in-kind B 5 4 1,381 1,141
Performance and e 38 B S I 1 85 ik
discretionary bonuses Z AL 575 825
Contributions to pension plan # K 51 &1 {ik 2K 51 49
Total payable and expensed B R 2% A M A R T
in the financial statements To 3 H #A%E 2,007 2,015
Benefit from exercise A7 1 % i
of share options Fr 45 F 42 - 4,719
2,007 6,734
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16 PROPERTY, PLANT AND EQUIPMENT 16 3¢ ~ WG Kt i
Group %M
Furniture and
Buildings fixtures and
Other ~ Leasehold  computer  Plant and
Retail shops  properties improvements  equipment  machinery Motor  Construction

£ e fBE RE kR WiFi  vehicles i progress Total
FEHE S VS T T | fi ERIE b
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
e  TEx  Téx  TEx  TEx T#Ex  TEx TEx

Cost or valuation A E
At Ist April 2005 JR2005% 4R (A - 52,489 57,388 32,052 §.442 4209 - 154580
Exchange adjustment Ejig = = 135 35 = - - 170
Additions RE - 1,875 11,897 6,807 1914 13 5,097 33,803
Revaluation adjustment EALELS - 5015 - - - - - 5,015
Transfer between categories e - = = 9 0 - - -
Transfer to non-current BRIRALE
asset held for sale ZFRHEE - (220) - - - - - (220)
Disposals hE - - (9.661) (3.359) (93) - - (1)
At 315t March 2006 TR200653 310 - 59,159 59,759 35,544 16,254 440 5,007 180,235
Accumulated depreciation by it
At Ist April 2005 JR200554 1 1H - - 4197 21,130 3.949 1,602 - 08,608
Exchange adjustment Ejink = = 54 § = = = 6
Charge for the year KEETE - 121 9,171 4950 2,799 815 = 18856
Revaluation adjustment BffAE - (1,121) - - - - - (1,121)
Transfer between categories HEREE - - = | 0 - - -
Disposals i - - (8,466) (2733) (78) - - (11.21)
At 315t March 2006 H200653/31 - - A 233% 6,669 2417 - I
Net book value L
At 315t March 2006 TR200653 7318 - 59,159 17073 12,188 9,585 2,005 5,007 105,107
Cost or valuation HARIEE
At Ist April 2004 JR200444 1 1H 4,462 34611 53137 2,119 5,021 1 - 127,171
Exchange adjustment Eing - - 200 54 - - - 264
Additions RE - 23,868 1244 6,599 4269 2437 - 49,615
Transfer between categories PEHER - - - 3 (33) - - -
Disposals i (4,462) (5,990) (9,001) (1,753) (815) (449) - (22,470)
At 315t March 2005 12005434 314 - 52,489 §7.388 32,052 8,442 4209 - 154,580
Accumulated depreciation ZENE
At Ist April 2004 JR200444 1 1H 4o - 43,609 18,274 3269 1,190 - 06,788
Exchange adjustment ] - - 67 14 - - - 81
Charg for the year KEETE - - 5,905 4,184 1305 T = 12,186
Transfer between categories e - = = 14 (14) - - -
Disposals i (446) - (7,674) (1,356) (611) (360) - (10,447)
At 315t March 2005 12005434 314 - - 4.9 21,130 3,949 1,602 - 08,608
Net book value IR
At 31st March 2005 HR200553 7318 - 52489 15,461 10922 4493 2,607 - 85972
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16 PROPERTY, PLANT AND EQUIPMENT 16 P13k - BB B it il (0
(Continued)
Group (Continued) 2E B )
The analysis of the cost or valuation of the above assets is as bl R 2 AR S (E A TR
follows:
Furniture and
fixtures and
Other ~ Leasehold computer  Plant and
properties improvements  equipment  machinery Motor ~ Construction

fiEhE KR kR Wh vehicles  in progress Total

W Kl REER Rith fli ERIE i
HKS000 HK$000 HKS'000 HKS'000 HKS'000 HK$000 HKS'000
Tk Tibn Tk Tk Tk Tin Tk

At 31st March 2006 2006531 31H
At cost RAH - 59,759 35,544 16,254 440 5,097 121,076
At professional valuation - 2006 {2006 59,159 = = = = = 59,159
59,159 59,759 35,54 16,254 440 5,097 180,235
At 31st March 2008 2005431310
At cost R - 5138 30052 8440 4209 R ()1
At professional valuation - 2003 2{hE-2005F 52,489 - - - - - 52489
52489 51388 32,052 §442 4209 - 154,580
Net book value of buildings is analysed as follows: M RENFEZ AR
Group
£
2006 2005
HK$°000 HK$’000
T# T T 7T
In Hong Kong, held on: TEA W A% T 5 X EE A -
— Leases of over 50 years —504E LA LAY 2,760 2,700
— Leases of between 10 to 50 years —10E 504EfH 4 530 720
3,290 3,420
Outside Hong Kong, held on: TE B W LA S [ 3% T 571
I A FRA
— Leases of over 50 years —504E L EAH A 505 430
— Leases of between 10 to 50 years — 10Z= S04E L&) 55,364 48,639
55,869 49,069
59,159 52,489
Other properties were revalued on 31st March 2006 on the basis HoAh 4 3 B iR 200643 H 31 H i 8 7 &
of open market value by DTZ Debenham Tie Leung Limited, an S A (L IS 7 2R AT A R W 4% 4 B T E
independent professional valuer. FEUEE AL -
The carrying amount of these revalued other properties would Ay JECAth, B ik 497 2 DA AR (A B R AR T %
have been HK$53,883,000 (2005: HK$53,458,000) had they SR BE E B R - R R T (E E A
been stated at cost less accumulated depreciation and 53,883,000%5 7t (20054F : 53,458,00075
accumulated impairment losses. ) ©
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17 LEASEHOLD LAND AND LAND USE 17 L b K b £ A
RIGHTS
2006 2005
HK$°000 HK$’000
T# T Wt
Cost A
At 1st April w4H1H 15,656 39,486
Additions wE - 31,985
Transfer to non-current asset ﬁ Tﬁﬁ #_fﬁ 17H\: & %
held for sale 2 IE Ui B A E (1,630) =
Disposals i & - (55,815)
At 31st March R3A31H 14,026 15,656
Accumulated amortisation 2T Y
At st April R4aH1H 1,347 3,415
Amortisation for the year AF N 8 182 315
Transfer to non-current asset ﬁ%i ﬁf;ﬁ 'ﬁ# Llw-l %
held for sale 2 JE i & (338) -
Disposals ek - (2,383)
At 31st March R3A31H 1,191 1,347
Net book amount ENTRER
At 31st March W3HA31H 12,835 14,309
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LEASEHOLD LAND AND LAND USE 17

RIGHTS (Continued)

The net book value of leasehold land and land use rights is

AL o B - b f B BE ()

FELEE b S b0 Y BB B T 4 (0 A

analysed as follows: LU
2006 2005
HK$°000 HK$’000
T T
In Hong Kong, held on: R T LA
Leases of over 50 years 504E DL E AL &Y 6,094 6,102
Leases of between 10 to 50 years 104E £ 50414 313 1,643
Outside Hong Kong, held on: TEA U LA T 51 O K Fe A
Leases of over 50 years 504F Bh EAH % 804 817
Leases of between 10 to 50 years 104E £ 5044 5,624 5,747
12,835 14,309
OTHER INVESTMENTS 18 H b8t %
Group
Y|
2006 2005
HK$°000 HK$’000
T T
Unlisted investments, at cost FELEHHE > AT - 3,080
Less: Provision for impairment W I B A - (1,073)
- 2,007
Advance to an investee T B % A 4 I 2 K - 140
- 2,147

The advance to an investee is unsecured, interest-free and is not

repayable in the next twelve months.

1] 45 B B A8 GRS S
B R AC 1208 A A 3R
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19

20

21

108

AVAILABLE-FOR-SALE FINANCIAL 19 w4t i B W% &
ASSET
HK$000
Tt
At Ist April 2005 and #20054F4H 1H K&
31st March 2006, at cost 20064E3 A 31H » i A #F 1,067
Repayment from investee B A 2 R K (25)
Provision for permanent impairment /R L (1,042)
TRADING LICENCE 20 UM
HK$000
Tt
As at Ist April 2005 and R 20054F4H 1H K&
31st March 2006, at cost 200643 H31H » i LA #F 1,080
INTERESTS IN SUBSIDIARIES 21 BB A W) bt
Company
2 )
2006 2005
HK$°000 HK$’000
Tt Tt
Unlisted investments, at cost FELEHHE > AT 298,887 298,887
Loans to subsidiaries 1w) BfF S 2 F) $2 1k B K 120,521 120,521
419,408 419,408

Particulars of the principal subsidiaries are set out in Note 36 to
the financial statements.

Loans to subsidiaries are unsecured, interest-free and repayable
on demand.

F BB B 2 ) 2 R O S R A
36 °

1) Y JB 2 ) 42 ik 2 B AR AT - R
B IR BOR R -
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INVENTORIES - GROUP 22
At 31st March 2006, inventories carried at net realisable value
amounted to HK$933,000 (2005: HK$3,106,000).

AMOUNTS DUE FROM/TO 23
SUBSIDIARIES - COMPANY

The balances are unsecured, interest-free and repayable on
demand.

TRADE RECEIVABLES 24

The majority of the Group’s sales are on a cash basis. Credit
sales are mainly for the Group’s wholesale customers with terms
of 0 to 90 days.

$UE 5 % o Y ik

A1 —H£H
TR 200643 31 H > 4 Al 4 Bl i (E 51 R
Z 17 & 5 933,000 JT (20054 :
3,106,000%% 7G) °

M M S 24—
A7

%SG R MR G B R R R A
I o

B 5 HE W B

AR SR R4 61 8 T A B S AT o B
FEHALEMZ IR F MK - 5
F0E90H o

The ageing analysis of trade receivables is as follows: B 5 e B TH 2 BR 8 4 BT an
Group
£y |

2006 2005
HK$°000 HK$°000
T# T
0 — 30 days 0-30H 11,885 13,090
31 — 60 days 31-60 H - 1,072
61 — 90 days 61-90H - 70
91 — 120 days 91-120H 6 122
Over 120 days i 120H 253 852
12,144 15,206

The carrying amounts of trade receivables approximate their fair
value.

B oy IR Wi B T 2 B T (L B G S B AR
.
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25

26

NON-CURRENT ASSET HELD FOR SALE

25 AR A 2 Jk B R

HK$°000
T# 7T
At 1st April 2004 and R 200444 H 1H K&
31st March 2005 20054F3H 31H -
Transfer from property, plant and HEaWE - B KR
equipment and leasehold land N AL b S
and land use rights + b A 1,512
Write-down to fair value (Note 8) M 2 A FAE (K 7ES) (662)
At 31st March 2006 200643 H 31 H 850

TRADE AND OTHER PAYABLES

Included in trade and other payables are trade payables and their

26 ¥ 5 K I b ME £ R
45 7E 5 T A Ao B TEL A £ 2 5

ageing analysis is as follows: fFRRIH 2 IR A ATt T
Group
ey |

2006 2005
HK$°000 HK$’000
T# T 7
0 — 30 days 0-30H 50,000 44,530
31 — 60 days 31-60 H 29,486 19,220
61 — 90 days 61-90H 8,066 8,873
91 — 120 days 91-120H 4,186 2,070
Over 120 days 120 H 722 217
92,460 74,910

The carrying amounts of trade and other payables approximate
their fair value.

52 5y T A AT B T 2 B T (L B G F
HFAA
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27 SHARE CAPITAL 27 JBA
2006 2005
No. of shares HK$°000 No. of shares HK$’000
JBe 4y % H T# T JB o3 B H T T
Authorised: %
Ordinary shares of g 1 T (B 0. 195 JT
HK$0.1 each 2508 800,000,000 80,000 | 800,000,000 80,000
Issued and fully paid: CEAT KB -
Ordinary shares g 1B T (E 0. 1% JC
of HK$0.1 each 25
At beginning of the year EH) 485,443,850 48,544 | 480,974,850 48,097
Exercise of share options AT A8 i i 2,500,000 250 4,469,000 447
At end of the year A 487,943,850 48,794 | 485,443,850 48,544
The Company has a share option scheme under which the AN ERAT W IR RE T > R ]
directors may, at their discretion, grant employees, including any R 58 8 R T ) BT Ak B A > T 1
executive directors, of the Company and/or any of its [ 7% 2 ) B /ol HLAT AT B A =) 2 A B
subsidiaries, options to subscribe for shares in the Company, (EL P35 AT AT FUAT ZE 55) 432t I G A DA i I
subject to the terms and conditions stipulated in the share option /N )
scheme.
During the year, no such options were granted (2005: Nil). RN o A HESR HRZ S AR (20054F ¢
) o
Options to subscribe for 2,500,000 (2005: 4,469,000) ordinary AE R > AT LL0.34%s J6 (20054F © 0.34¥
shares in the Company were exercised at a price of HK$0.34 JC) Z M8 5 58 12,500,000/ (20054F :
(2005: HK$0.34) per share during the year. The premium on the 4,469,000/ ) - 4 i 2 1 i HEAEAT (L -
issue of the shares of HK$600,000 (2005: HK$1,073,000) was BEAT WA 2 i 17 600,000 JC (20054F
credited to the share premium account. 1,073,000% 75) € 7F A & 43 i 15 i o
At 31st March 2006, there were 4,564,000 (2005: 7,064,000) i 20064E 31 31 H > 24 4,564,000
share options outstanding which are exercisable at HK$0.34 per (20054F : 7,064,0001) 7] Ji*20104F6 H
share at any time prior to 13th June 2010. 13 H AT AT IR ] DA % 0. 345 T AT (2

S ISt HE ¥ R AT i o
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28 RESERVES 28 i fli
(a) The reserves of the Group and the Company as at 31st (a) A4 [ Je 7R A\ R 20064F:3 1 31
March 2006 are analysed as follows: Az o mT :
Group Company
£ | |
2006 2005 2006 2005
HK$’000 HK$’000 HK$°000 HK$’000
T#xT T4 T T ¥ T# T
(Restated)
# 4]
Reserves fit A6 632,214 576,680 390,208 378,706
Proposed final dividend H5E UR A 0 1 B
(Note 13) (Kt 7E13) 34,156 29,127 34,156 29,127
Proposed special dividend H5E UR e L 1 5
(Note 13) (MfaE13) - 9,709 - 9,709
Total reserves A 666,370 615,516 424,364 417,542
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ok 75 ik 3 B ik

RESERVES (Continued) 28 G i (w0
(b) Group (b) 'y
Share Capital Revaluation  Exchange  Retained
premium reserve reserve reserve earnings Total
By uedl  EAGEME WG EREE  REARN i
HK$°000  HK$000  HK$'000  HK$°000  HK$000  HK$’000
Tt Tt T T T T T T T
At Ist April 2005 J$20054F4H 1H 57,189 135,713 8,752 (269) 424,099 625,484
Reversal of revaluation &Y
reserve for leasehold i Al ¢ 1)
land (Note 2) (Htat2) - - (8,752) - - (8,752)
Effect of adoption A s & S U
of HKAS 17 (Note 2) BT Y (M 7E2) = - - - (1,216) (1,216)
As at Ist April 2005, 2005441 1H -
as restated £ 5 51 57,189 135,713 = (269) 422,883 615,516
Exercise of share options G i
(Note 27) (Ht7£27) 600 - = = = 600
Profit attributable B T £ ¥ A
to shareholders - - - - 95,695 95,695
Exchange differences I 5, 5% 3 - - = 1,875 = 1,875
Surplus on revaluation BT AR
of buildings = = 6,158 = = 6,158
2004/05 final dividend B 3 1F2004/054F
paid (Note 13) ABI B (K aE13) - - = = (38,836) (38.836)
2005/06 interim dividend £ 3 £ 2005/064F
paid (Note 13) TR (Mat13) = = = = (14,638)  (14,638)
At 31st March 2006 2006434 31 H 57,789 135,713 6,158 1,606 465,104 666,370
At Ist April 2004 J$20044F4 4 1H 56,116 135,713 1,796 (143) 341,578 535,060
Reversal of revaluation FLE b A
reserve for leasehold it At ¢ 1)
land (Note 2) (Htit2) = = (1,796) = = (1,796)
Effect of adoption of RN U & i SR 175
HKAS 17 (Note 2) 2 (fzE2) - - = = (1,023) (1,023)
As at Ist April 2004, R20044F4 A 1H >
as restated £ &5l 56,116 135,713 - (143) 340,555 532,241
Exercise of share A7 1 1 FBL
options (Note 27) (Mt aE27) 1,073 - = = = 1,073
Profit attributable i R A1 355 A
to shareholders - - - - 125,795 125,795
Exchange differences T 5. 75 %8 - - - (126) - (126)
2003/04 final dividend £ % £$2003/044F
paid (Note 13) KR (Hf7E13) - - - - (24,049) (24,049)
2004/05 interim dividend £ 32 £ 2004/054F
paid (Note 13) TR (K at13) - - - - (19,418) (19,418)
At 31st March 2005 J#20054F3 4 31 H 57,189 135,713 = (269) 422,883 615,516
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28

RESERVES (Continued) 28  fifi i (80
(c) Company (c) 4wl
Share Contributed Retained
premium surplus earnings Total
JBe By 6 A1 B 4 Bk B8 7 A A
HK$°000 HK$’000 HK$’000 HK$’000
T Tk Tk T
At Ist April 2005 JR20054E4H 1H 57,189 298,687 61,666 417,542
Exercise of share A7 A7 B Ji
options (Note 27) (Kt a£27) 600 = = 600
Profit for the year AF JE s A - - 59,696 59,696
2004/05 final dividend £ 3217 2004/054F
paid (Note 13) KB (ffat13) - - (38,836) (38.,836)
2005/06 interim dividend £ 32 £72005/064F
paid (Note 13) AR (M aE13) - - (14,638) (14,638)
At 31st March 2006 200643 H 31 H 57,789 298,687 67,888 424,364
At Ist April 2004 200444 1H 56,116 298,687 45,177 399,980
Exercise of share A7 A8 B Ji
options (Note 27) (W 7E27) 1,073 - - 1,073
Profit for the year AF B Ui ) - = 59,956 59,956
2003/04 final dividend £ 3217 2003/044F
paid (Note 13) KB (ffat13) = = (24,049) (24,049)
2004/05 interim dividend & 32 12004/054F
paid (Note 13) A (M aE13) - - (19,418) (19,418)
At 31st March 2005 % 200543 4 31 H 57,189 298,687 61,666 417,542
(d) The contributed surplus of the Company represents the (d) RAFZEBMBERIEANAH
difference between the nominal value of the shares 22 ##2 Luk Fook Investment (B.V.I)
issued by the Company in exchange for all the issued Limited 4= & & #5 17 & 48 i i 4%
ordinary shares of Luk Fook Investment (B.V.I.) AT 2 B 4y 1hd (B B2 A 19974F4 H 17
Limited and the value of net assets of the underlying H 2 23w B i s 2 A B e )
subsidiaries acquired by the Company as at 17th April ) B E O E WA 2 AR - RE
1997. Under the Companies Act 1981 of Bermuda (as O 19814 A Al Ik (K&
amended), the contributed surplus is distributable to the 7)o BB R TR BT A5 R
shareholders, provided that the Company would, after B AR L AR ﬁ%ﬁﬁ IR ﬁ
the payment of dividends out of the contributed surplus, & B A% - AR A B I
be able to pay its liabilities as they become due; or the T A BOR 1 b EIRE . A
realisable value of the Company’s assets would thereby N E 2 T SR BUE A g >
not be less than the aggregate of its liabilities, its issued RHARR - O 8T AR K H R
share capital and its share premium. At the Group level, > i 5 Bk 2 AN o A 4R B B 5
the contributed surplus is reclassified into its component WERN > WEMEBEERD
of reserves of the underlying subsidiaries. JE 55 45 0 R O ) 2 45 T
f# o
(e) At 31st March 2006, goodwill written off against the (e) JA20064E3 H 31 H - B A FE2001

Group’s capital reserve as a result of the acquisition of
subsidiaries prior to 1st April 2001 amounted to
HK$4,147,000 (2005: HK$4,147,000).

EAH 1H Z ki BHE A B
e Sl N s ]
BB 4,147,0004 7T (20054 ¢
4,147,000 JT) °
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MINORITY INTERESTS 29 A BB HOHE %
Group
gL
2006 2005
HK$’000 HK$°000
TH#xT T # 7T
Equity interests Ji A HE 4 11,989 8,210
Loans from minority shareholders B J88 2 m) 20 B

of a subsidiary B B K 1,039 1,039
13,028 9,249

The loans from minority shareholders of a subsidiary are

unsecured, interest-free and have no fixed terms of repayment.

iFJag 2> ) 20 B BB AR B T SRR AT - e S

Fr 4 18] 5 25 I

DEFERRED TAXATION 30 BB
The movement on the net deferred taxation account is as EAREBLIHIR H S BT
follows:
Group
M
2006 2005
HK$°000 HK$’000
T T
At Ist April 2005/04 JA2005/044F4 4 1H 4,435 7,027
Credited/(charged) to consolidated REEA R RTTA
income statement () 1,199 (2,592)
At 31st March 2006/05 A 2006/054E3 4 31 H 5,634 4,435
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30 DEFERRED TAXATION (Continued) 30 I EE B w0
Deferred taxation is provided in respect of: R SE LI 2 B T A B

Unrealised profit

Tax depreciation on closing inventories
allowances MA#ERZ Total
BE 5 7 45 38 i A 8 315 X
2006 2005 2006 2005 2006 2005

HK$’000  HK$°000 HK$’000  HK$°000 HK$’000 ~ HK$°000
T#x T Tl Tix Tl T#T

At Ist April 2005/04 ~2005/04F4H 1 H 1,359 4,523 3,076 2,504 4,435 7,027
Credited/(charged) R &R A 5 R
to consolidated EA S G
income statement 707 (3,164) 492 572 1,199 (2,592)
At 31st March 2006/05 2006/054-3 A 31 H 2,066 1,359 3,568 3,076 5,634 4,435
Representing: & -
2006 2005
HK$’000 HK$’000
T#xL T
Deferred tax assets 1 3L Bl JE A 7E 6,257 6,380
Deferred tax liabilities W S B TE B (623) (1,945)
5,634 4,435
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CONSOLIDATED CASH FLOW 31 HEBEWREE
STATEMENT
(a) Reconciliation of profit before taxation to net cash (a) I Bt AT 65 1) BELAS A E A 2 B &
generated from operations: FHEFBEANT
2006 2005
HK$°000 HK$’000
T#T T T
(Restated)
(FE51)
Profit before taxation ¥R Bt i vz A1) 112,420 152,105
Amortisation of leasehold land A T b 2 A b fi R
and land use rights 8 515 182 315
Depreciation of property, plant Y - B E Kot
and equipment g 18,856 12,186
Loss/(gain) on disposal of property, HEYE - R KA
plant and equipment ZEHE (kgR) 1,572 (23.887)
Interest income S e A (835) 95)
Interest paid A ALE 1,309 425
Provision for permanent impairment At 6 B
of available-for-sale financial asset JEE K A Tk (L 4 A 1,042 -
Provision for impairment of At 2 WM A
other investments - 1,073
Deficit/(surplus) on revaluation HAth 4 2E F Ah
of other properties M s (R 22 (564)
Write-down of non-current asset K 4 A A 2 O
held for sale to fair value HEZATHE 662 -
Operating profit before working B 4 B B T 2 K8 Uk
capital changes 135,230 141,558
Increase in rental deposits T8 A FH 4 4% 4 3% Jn (3,885) (1,563)
Increase in inventories &z 5m (67,158) (56,740)
Increase in trade and other receivables, 2 % S H i JfE g HEIH - % 4
deposits and prepayments e A B JE (1,161) (4,337)
Increase in trade and other payables B 5 Fe HoAth JE A+F R JH 2 18 0 40,148 9,090
Net cash generated from operations KEEAZ S FHE 103,174 88,008

117




118

ANNUAL REPORT &

NOTES TO THE FINANCIAL STATEMENTS
$ 5 it o Y ik

31

CONSOLIDATED CASH FLOW
STATEMENT (Continued)

31 HABEWREE @)

(b) A A BB S B 2 B2 A

(b) Analysis of changes in financing during the year
Minority interests Short-term bank loan
& U4 B TR 2 o ) B AT £E K
2006 2005 2006 2005
HK$’000 HK$°000 HK$°000 HK$°000
T T T T#i T 7T
At 1st April 4H1H 9,249 7,836 21,420 -
Minority interests’ share b B SR A Vi A A
of net profits 834 1,164 - -
Investment in a subsidiary R—X W B AR 2B E 2,945 - - -
Loan from a minority shareholder — 44 % % it 3R ik 2 48 3K - 490 - =
Repayment of loan from i 1 — 2 2 WU R
a minority shareholder ZEH - (241) - -
Proceeds from short-term o 3 R AT BB A5 A
bank loan - - - 25,200
Repayment of short-term bank loan {5 # 5 1] 81 17 £ 5k - - (21,420) (3,780)
At 31st March 3H31H 13,028 9,249 - 21,420
(c) Bank balances and cash (c) SRAT &5k Bl &
2006 2005
HK$°000 HK$’000
T#L T
Denominated in: AHE & ¥ -
HKS$ EPH 70,916 113,388
RMB A R 32,423 11,086
Other currencies HoAth £ s 5,399 6,932
108,738 131,406

Cash at bank earns interest at floating rates based on
daily bank deposit rates. The conversion of the RMB
denominated balances into foreign currencies is subject
to the rules and regulations of foreign exchange control
promulgated by the PRC Government.

SRAT AR AR HSRAT 7 ) A7 K
FIRBBAE - NR¥LEHE
e Iy B W 8 % v I IR AR A 2
S W A o B Rk R 2 R -
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CONSOLIDATED CASH FLOW 31
STATEMENT (Continued)

Cash and cash equivalents include the following for the

RABAERER W

MBEEMERN S - HERBEFHY

purposes of the cash flow statement: f4E -
2006 2005
HK$°000 HK$°000
T# T T# T
Cash and bank balances Bl K SRAT 45 R 108,738 131,406
COMMITMENTS 32 TR
(a) Capital commitments (a) BEAKIE
Group
AR
2006 2005
HK$°000 HK$’000
TH# T T# 7T
Contracted but not provided for EAHEOKER (S ¥
property, plant and equipment BN L Y& ] 8,580 11,234
(b) Commitments under operating leases (b) HEEREHRIE

At 31st March 2006, the Group had future aggregate
minimum lease payments under non-cancellable

R 20064E3 H 31 H » A 45 M 5 -
i S A8 AR IR R ] i 2 AR

operating leases in respect of land and buildings as i N 2k Wl = =
follows: PRI R -
Group
|
2006 2005
HK$°000 HK$’000
T#L T # 7T
Not later than one year —4E A 87,315 88,950
Later than one year and —4E DA B AH R A AR
not later than five years 97,073 126,006
184,388 214,956

The actual payments in respect of certain operating
leases are calculated at the higher of the minimum
commitments as noted above and the amounts
determined based on a percentage of the sales of the
related outlets.

AT REE A AT AT SO 1 b
SCIT At i AR R 4 BRAR 4 AR B 7
o B —E o LT E

WMBHEEFH -
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32

33

COMMITMENTS (Continued)

(c)

At 31st March 2006 and 2005, the Company did not
have any material capital and financial commitments.

RELATED PARTY TRANSACTIONS

The Group is controlled by Luk Fook (Control) Limited, the
ultimate parent company of the Group, incorporated in the
British Virgin Islands (“BVI”), which owns 47.52% of the
Company’s shares. The remaining shares are widely held. Set

out below are the significant related party transactions during

the year in addition to the related party information shown

elsewhere in the financial statements.

(a)

(b)

A subsidiary of the Company entered into a tenancy
agreement with Mr. WONG Kwai Sang, Mr. WONG
Wai Sheung’s father, for the lease of a retail shop of the
Group for a period of 1 year (2005: 1 year), expiring on
31st December 2006. During the year ended 31st March
2006, rental payable to Mr. WONG Kwai Sang
amounted to HK$1,800,000 (2005: HK$1,530,000).

A subsidiary of the Company entered into a service
contract (“Service Contract”) with Miss YEUNG Po
Ling, Pauline and Topone Investments Limited
(“Topone”) for a period of 1 year (2005: 1 year)
expiring on 31st March 2006. Pursuant to the Service
Contract, Topone agreed to make available Miss
Yeung’s exclusive services for the promotion of the
products and services of the Group in consideration of
an annual fee of HK$395,000 (2005: HK$380,000).

Both Mr. WONG Wai Sheung and Miss YEUNG Po
Ling, Pauline are directors of the Company and have
beneficial interests in the Company.

32

33

R YE 80

(c) 1200652005437 31H » AL
37 0 A ] T OK B A R B B R
o

FHREALZRY

A SR 2 PERE S B By SR () A R
Al o BIARSE [ 2 BB AT > WA AL
S Jo AT 5 ([ o AT 50 ) BE M RSL -
HEA AR T AT 52% By o HBR B 7 1L
A - FR > ERMNAREALZRS
(i 11 75 e 22 JEL At 350 49 iy ik 8 2 B A
+Z &R WHAF

(a) AR E—FKE A A B AR
Jo i 2 A H R AR e A RT SL L
B h ko AR ET T AR 4R R
F A5 W AR & 0 B AR (2005
Fo14F) o R 20064F 12 31
HE i o # £ 20064E3H 31H 1k
AR ME AR AR ek A2
FH 4 £51,800,000% JC (20054F :
1,530,000% JG©) °

(b) AN EZ — [H B 2 F BB A
TN KT — B G RA T
(T#&—1) WIS A A > 2k
B AR A1 (20054 ¢ 1
4E) > R 20064E3 H 31 H JE i o
WMERBE AL - F—BEREH
NG 4 8 KR T A
DA B8 A 45 100 B IR
fRAE % 5 4F 395,000% 7T (2005
4F 1 380,000% J8) ©

AR o R R N S
RAFRER > LA RAHA
I g B i o
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RELATED PARTY TRANSACTIONS 33 AWEALZRS @)
(Continued) .
(c) Key management compensation () B S Lk
2006 2005
HK$°000 HK$°000
T#T T T
Directors’ fees A 261 275
Salaries, housing allowances, other e EERER
allowances and benefits-in-kind Al R K B R AR 12,998 11,539
Performance and discretionary bonuses 4% 3¢ 54 M {9 1% %% it 2 {& 4L 2,875 4,301
Contributions to pension plan FERUN I (R 319 311
16,453 16,426
ULTIMATE HOLDING COMPANY 34 I AEPERA T

The directors regard Luk Fook (Control) Limited, a company
incorporated in the BVI, as being the ultimate holding company.

APPROVAL OF FINANCIAL 35
STATEMENTS

The financial statements were approved by the board of
directors on 24th July 2006.

AR R A T e B g LS 2
Luk Fook (Control) Limited % fix £ 2 i
AN e

W R
5 ¥ 3% B R 20064E7 F 24 H | %5 &5 &
A o
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36 PARTICULARS OF SUBSIDIARIES 36 MW & A H e
At 31st March 2006, the Company had the following principal 200643 H31H » AN w2 EEKE
subsidiaries: NETF -
Particulars
Place of of issued Percentage of
incorporation/ share capital/ attributable interest
establishment registered capital held by the Company
b i 3, B RA 7 2 ¥ Bt $5 HE A Principal activities
P b ki W %6 A% ¥ BT A BEEH
2006 2005
Interests held directly:
Hk A REAE
Luk Fook Investment BVI HK$2 100 100 Investment holding
(B.V.L) Limited AR 2T BB R
HE
Interests held indirectly:
TP % 5 A B 2
China Gems Laboratory Limited Hong Kong HK$2 100 100 Authentication
o 3 TR B 8 E D A BRA i 20 of gemstones
&S
Great Cyber Investment Limited Hong Kong HK$100 100 100 Property holding
T M B8 A PR A A it 100% 7T ERRE7E S
Ice Collection (International) Hong Kong HK$100 100 100 Retailing of gold and
Limited B 100% 70 jewellery products
vk (B BE) A R A TR i i E
ES
Jewellworld.com Limited BVI HK$8,000,000 51 51 Investment holding,
b B HE T AL 8,000,000 7¢ and provision of
5 software
development and
services relating
to internet
BB R - B B
B e 4 3 L A
Bl e 5
Jewellworld.com Limited Hong Kong HK$100 51 51 Investment holding,
TRE A (FH) AR A 7 100 7T and provision of
software
development and
services relating
to internet
BRI - BB
B Je e 3 TG A
A B R 5
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36 PARTICULARS OF SUBSIDIARIES 36  WHE A A REN a0
(Continued)
Particulars
Place of of issued Percentage of
incorporation/ share capital/ attributable interest
establishment registered capital held by the Company
sk i 3, B RA 7 2y W) Bt 5 HE A Principal activities
). 3 2 Wk %6 A w4 B v 4 I EX:S 37
2006 2005
Luk Fook Bullions Hong Kong HK$14,000,000 100 100 Gold bullion trading
Dealers Limited 7 Y 14,000,000 7¢ HEHT
TN AR & R A R F
Luk Fook Holdings Hong Kong HK$2 100 100 Provision of
Company Limited s 2% 0 management
7N AR AR B AT PR A H services to group
companies and
wholesale
distribution of gold
and jewellery
products
AL T IR S T &
EIPANCIDSE R
Luk Fook Jewellery Hong Kong HK$100 100 100 Retailing of gold and
& Goldsmith (HK) G 100%s 75 jewellery products
Company Limited ThOE 4 il e 2
ANEHRE ST (FW) EX
AR
Luk Fook Jewellery Macau MOP 1,000,000 100 100 Retailing of gold and
& Goldsmith (Macao) M 1,000,000 '] 7t jewellery products
Company Limited* in Macau
ANEHRE ST (R TR 4 2 2R B
AR i 7 i % 6 ST
Luk Fook Jewellery Canada CAS 100 100 100 Retailing of gold and
& Goldsmith (Canada) JIEDN IIE SN jewellery products
Limited in Canada
NI E 1T & K) T R A ok
AR iz Al 2E O 8 S
Max Forum Development Hong Kong HK$100 100 100 Property holding
Limited 7 100# ¢ ERRR7ES
it & B AR T
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36 PARTICULARS OF SUBSIDIARIES 36 BB A H RN @0
(Continued)
Particulars

Place of of issued Percentage of

incorporation/ share capital/ attributable interest

establishment registered capital held by the Company

ok 1 % 3 BETIRA A 2y W] Bt % HE Al Principal activities

B b ik 1 ¢ A i A B 4 I FEEH

2006 2005

Maxigood Enterprises Limited Hong Kong HK$3,000,000 93.3 93.3 Manufacturing and
EAMERERRAH ik 3,000,000 JC wholesale

distribution of
jewellery products

B o Atk g% o 5
TR B
Success Era Investments Limited Hong Kong HK$3,000,000 51 51 Sales of electroplated
JFH G A BRA i 3,000,000%5 JG gold ornament
NIERE (FEH) A R+ PRC HK$15,000,000 100 100 Manufacturing,
L 15,000,000 7 wholesale,

retailing of gold
and jewellery
products and
provision of
quality examination
services in the PRC

B B R

HEE R T EEE
Fo R 7E i DL I
4k BT S R
&5
B 01 ) 28 A PR D+ PRC HK$35,000,000 100 100 Property holding
B 35,000,000 7T in the PRC
UE RS EERYES
+ The subsidiaries were established as wholly foreign-owned 4 % 55 B A W) B A R B ST 2 4 S
enterprises in the PRC. B
# The subsidiaries have a financial year end date of 31st # 2 4 B A m) 2 B BCAE FE AR A H OB
December in compliance with the respective local regulations. 12H31H » &S Z B8 -
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PARTICULARS OF SUBSIDIARIES

(Continued)
Unless otherwise stated, all the above companies operate
principally in Hong Kong.

The above list includes the subsidiaries of the Company
which, in the opinion of the directors, principally affected
the results of the year or formed a substantial portion of the
net assets of the Group. To give details of other subsidiaries
would, in the opinion of the directors, result in particulars
of excessive length.
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BB A vl R @0

W A IS - LA B A A Rl R
TWLEED -

ERFIN AR FIME AR T EER S
A A SRR R B N A A 4R
FEEZ LMD  HER L > RUH
ftu Bif g 2 ) 2 RS & % ERHR IR TUR -
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