
(Incorporated in Hong Kong with limited liability)

Interim results
For the six months ended 30th September, 2002

SUMMARY OF RESULTS

The directors of King Fook Holdings Limited (‘‘the Company’’) are pleased to announce that the

unaudited results of the Company and its subsidiaries (‘‘the Group’’) for the six months ended 30th

September, 2002 and comparative figures for the previous corresponding period are set out below:

Unaudited

Six months ended

30th September,

2002 2001

Note HK$’000 HK$’000

TURNOVER 2 259,775 405,665

COST OF SALES (205,681) (355,188)

GROSS PROFIT 54,094 50,477

OTHER OPERATING INCOME 3,147 3,390

DISTRIBUTION AND SELLING COSTS (44,299) (48,662)

ADMINISTRATIVE EXPENSES (16,000) (15,435)

IMPAIRMENT OF NON-TRADING INVESTMENTS (20,227) —

OTHER OPERATING EXPENSES (2,240) (1,007)

OPERATING LOSS BEFORE FINANCE COSTS 3 (25,525) (11,237)

FINANCE COSTS (2,777) (4,959)
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Unaudited

Six months ended

30th September,

2002 2001

Note HK$’000 HK$’000

OPERATING LOSS (28,302) (16,196)

SHARE OF LOSS OF:

AN ASSOCIATED COMPANY — (296)

A JOINTLY CONTROLLED ENTITY (22) —

LOSS BEFORE TAXATION (28,324) (16,492)

TAXATION 4 (62) (63)

LOSS AFTER TAXATION (28,386) (16,555)

MINORITY INTERESTS 90 —

LOSS ATTRIBUTABLE TO SHAREHOLDERS (28,296) (16,555)

LOSS PER SHARE 6 (6.5 cents) (3.8 cents)

NOTES:

1. BASIS OF PREPARATION AND ACCOUNTING POLICIES
These unaudited condensed consolidated interim accounts (‘‘interim accounts’’) are prepared in
accordance with Hong Kong Statement of Standard Accounting Practice (‘‘SSAP’’) 25, Interim
Financial Reporting, issued by the Hong Kong Society of Accountants.

These interim accounts should be read in conjunction with the annual accounts for the year ended 31st
March, 2002.

The accounting policies and methods of computation used in the preparation of these interim accounts
are consistent with those used in the annual accounts for the year ended 31st March, 2002 except that
the Group has changed certain of its accounting policies following its adoption of the following
SSAPs issued by the Hong Kong Society of Accountants which are effective for accounting periods
commencing on or after 1st January, 2002 :

SSAP 1 (Revised) : Presentation of financial statements
SSAP 11 (Revised) : Foreign currency translation
SSAP 15 (Revised) : Cash flow statements
SSAP 25 (Revised) : Interim financial reporting
SSAP 34 : Employee benefits

The changes to the Group’s accounting policies and the effect of adopting these new policies are set
out below:

SSAP 11 (Revised): Foreign currency translation
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The balance sheets of subsidiaries and jointly controlled entities expressed in foreign currencies are
translated at the rates of exchange ruling at the balance sheet date whilst the profit and loss accounts
are translated at an average rate. Exchange differences are dealt with as a movement in reserves.

In prior periods, the profit and loss accounts of foreign enterprises were translated at closing rates.
This is a change in accounting policy, however, the translation of the profit and loss accounts of
foreign enterprises in prior periods has not been restated as the effect of this change is not material to
the current and prior periods.

2. SEGMENT INFORMATION
a. Business segments

The Group is principally engaged in gold ornament, jewellery, watch and gift retailing, bullion
trading, securities broking and diamond wholesaling. An analysis of the Group’s turnover and
results for the period by business segments is as follows:

Six months ended 30th September,
Segment Turnover Segment Results

2002 2001 2002 2001
HK$’000 HK$’000 HK$’000 HK$’000

Retailing and bullion trading 248,803 393,897 6,270 846
Securities broking 2,873 4,640 (525) (422)
Diamond wholesaling 8,099 7,128 115 (311)

259,775 405,665 5,860 113

Impairment of non-trading investments (20,227) —
Unallocated results (11,158) (11,350)

Operating loss before finance costs (25,525) (11,237)
Finance costs (2,777) (4,959)

Operating loss (28,302) (16,196)
Share of loss of:

an associated company — (296)
a jointly controlled entity in retailing and

bullion trading segment (22) —

Loss before taxation (28,324) (16,492)
Taxation (62) (63)

Loss after taxation (28,386) (16,555)
Minority interests 90 —

Loss attributable to shareholders (28,296) (16,555)

b. Geographical segments

Over 90% of the Group’s revenues, results, assets and liabilities are derived from activities in
Hong Kong.
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3. OPERATING LOSS BEFORE FINANCE COSTS

Six months ended
30th September,

2002 2001
HK$’000 HK$’000

Operating loss before finance costs is stated after crediting and charging the
following:

Crediting

Dividend income from listed investments 1,135 899
Interest income 461 1,103
Rental income less outgoings
— owned land and buildings 250 198
— operating subleases 808 500
Net reversal of provision for stocks 100 —

Charging

Cost of stocks sold 205,650 351,791
Depreciation 2,304 3,459
Impairment of fixed assets 357 —
Write off of fixed assets 97 —
Net realised and unrealised losses on trading listed investments 1,271 995
Provision for stocks — 2,300

4. TAXATION

The amount of taxation charged to the consolidated profit and loss account represents Hong Kong
profits tax for the Group which has been provided at the rate of 16% (2001 : 16%) on the estimated
assessable profit for the period.

5. DIVIDEND

The directors do not recommend the payment of an interim dividend for the six months ended 30th
September, 2002 (2001 : Nil).

6. LOSS PER SHARE

The calculation of loss per share is based on the Group’s loss attributable to shareholders of
HK$28,296,000 (2001 : HK$16,555,000) and the total number of 435,071,650 (2001 : 435,071,650)
ordinary shares in issue during the period.

INTERIM DIVIDEND

The directors have resolved that no interim dividend be paid in respect of the six months ended

30th September, 2002 (2001 : Nil).

BUSINESS REVIEW AND PROSPECTS

Due to continued high unemployment rate and deflation in Hong Kong, consumer sentiment for the

retail sectors of Hong Kong is still weak. Despite the consecutive interest rate cuts and close to

zero Hong Kong Dollar savings rate, consumer spending has not improved, especially on the

luxurious items.
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The Group’s turnover for the six months ended 30th September, 2002 decreased by 36% as

compared with that for the last period and the Group has recorded a loss of HK$28,296,000. The

decrease in turnover was mainly due to the Group’s transfer of the refining and its related bullion

trading business to a newly established joint venture company in China. The turnover for the retail

business of the Group increased by 4% although the operating environment for the period was

tough under the influence of high unemployment rate and weak consumer sentiment. The

commission income from the securities broking division of the Group decreased by 38% mainly

due to the volatile worldwide stock markets and the continued decrease in trading volume of the

Hong Kong stock market.

During the period under review, the Group opened its first concept shop of ‘‘how collection’’ in

The Central Mass Transit Railway Station, which mainly sells its branded ‘‘how’’ jewellery and

fashion watches for young executive ladies. It has received positive response from its customers.

For the franchise business in China, the Group has opened two franchised shops in Beijing. In

addition, the Group has now obtained the sole dealer right in Hong Kong for the watches of

‘‘Lancaster’’. For the ‘‘Masterpiece by king fook’’ shops, we also acquired two sole dealer rights in

Hong Kong for the fine jewellery of ‘‘Mirabelle’’ and ‘‘Faberge’’. The overall efficiency in

operation of the Group was also improved as a result of effective management control. On the

financial side, the overall borrowings to equity ratio was at a healthy level.

Looking forward, as high unemployment rate and weak consumer sentiment are prevailing in Hong

Kong, we believe that the local retail market will remain bleak for some time. The management

will focus on the development of the ‘‘how collection’’ shops and the franchise business in China.

We expect that there will be a total of three ‘‘how collection’’ shops in Hong Kong and five

franchised shops in China by the end of year 2002. The management will also endeavour to

improve the retail operations by implementing incentive plan for sales persons and effective

marketing strategies.

INVESTMENTS

As at 30th September, 2002, the Group held 2,554,000 shares in Hong Kong Exchanges and

Clearing Limited amounting to HK$24,007,000. The Group also held non-trading investments

listed outside Hong Kong amounting to HK$5,394,000, which is a related party of the Group.

During the period, impairment of non-trading investments amounting to HK$20,227,000 was

recognised in the profit and loss account.

FINANCE

As at 30th September, 2002, the Group’s current assets and current liabilities were HK$596 million

and HK$164 million respectively. There were bank balances and cash of HK$28 million and

unsecured short term bank loans and overdrafts of HK$80 million.

Based on the total borrowings of HK$182 million and the shareholders’ funds of HK$440 million

of the Group, the overall borrowings to equity ratio was 41%, which was at a healthy level.

EMPLOYEES

As at 30th September, 2002, the Group had approximately 220 employees. The employees are

remunerated according to the nature of their jobs and are entitled to an incentive bonus scheme

based on their performance.
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PURCHASE, SALE OR REDEMPTION OF SHARES

The Company has not redeemed any of its shares during the period.

Neither the Company nor any of its subsidiaries has purchased or sold any of the Company’s shares

during the period.

COMPLIANCE WITH THE CODE OF BEST PRACTICE OF THE
LISTING RULES

None of the directors of the Company is aware of any information which would indicate that the

Group is not, or was not, in compliance with the Code of Best Practice as set out in Appendix 14 of

the Listing Rules of The Stock Exchange of Hong Kong Limited at any time during the six months

ended 30th September, 2002 except that:

1. the directors have not established an audit committee to review and supervise the Group’s

financial reporting process and internal controls; and

2. the independent non-executive directors of the Company are not appointed for a specific term

as they are subject to retirement by rotation and re-election at the annual general meeting of

the Company in accordance with the Company’s Articles of Association.

PUBLICATION OF FURTHER INFORMATION ON THE STOCK
EXCHANGE’S WEBSITE

All the information required by paragraphs 46(1) to 46(6) inclusive of Appendix 16 of the Rules

Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited will be

published on the website of The Stock Exchange of Hong Kong Limited in due course.

By Order of the Board

Yeung Ping Leung, Howard

Chairman

Hong Kong, 13th December, 2002

Please also refer to the published version of this announcement in the (The Standard)
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