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Interim results

For the six months ended 30th September, 2004

SUMMARY OF RESULTS

The directors of King Fook Holdings Limited (the ‘‘Company’’) announce that the unaudited

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

September, 2004 and comparative figures for the previous corresponding period are set out below:

Unaudited
Six months ended
30th September,

2004 2003
Note HK$’000 HK$’000

TURNOVER 2 287,455 230,800
COST OF SALES (218,307) (182,929)

GROSS PROFIT 69,148 47,871
OTHER OPERATING INCOME 8,423 8,502
DISTRIBUTION AND SELLING COSTS (47,845) (43,703)
ADMINISTRATIVE EXPENSES (21,237) (16,991)
OTHER OPERATING EXPENSES (1,236) (304)

OPERATING PROFIT/(LOSS) BEFORE FINANCE COSTS 3 7,253 (4,625)
FINANCE COSTS (1,345) (2,586)

OPERATING PROFIT/(LOSS) 5,908 (7,211)
SHARE OF PROFIT OF A JOINTLY CONTROLLED ENTITY 34 137

PROFIT/(LOSS) BEFORE TAXATION 5,942 (7,074)
TAXATION 4 (165) (408)

PROFIT/(LOSS) AFTER TAXATION 5,777 (7,482)
MINORITY INTERESTS 1 22

PROFIT/(LOSS) ATTRIBUTABLE TO SHAREHOLDERS 5,778 (7,460)

DIVIDEND 5 1,740 —

EARNINGS/(LOSS) PER SHARE 6 1.3 cents (1.7 cents)
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Notes:

1. Basis of preparation and accounting policies

These unaudited condensed consolidated interim accounts (the ‘‘interim accounts’’) are prepared in
accordance with Hong Kong Statement of Standard Accounting Practice 25, Interim Financial
Reporting, issued by the Hong Kong Institute of Certified Public Accountants.

The interim accounts should be read in conjunction with the annual accounts for the year ended 31st
March, 2004.

The accounting policies and methods of computation used in the preparation of the interim accounts
are consistent with those used in the annual accounts for the year ended 31st March, 2004.

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
2004 2003 2004 2003

HK$’000 HK$’000 HK$’000 HK$’000

Retailing, bullion trading and diamond
wholesaling 284,275 227,055 19,147 357

Securities broking 3,180 3,745 745 1,352

287,455 230,800 19,892 1,709

Unallocated results (12,639) (6,334)

Operating profit/(loss) before finance costs 7,253 (4,625)
Finance costs (1,345) (2,586)

Operating profit/(loss) 5,908 (7,211)
Share of profit of a jointly controlled entity in
retailing, bullion trading and diamond
wholesaling 34 137

Profit/(loss) before taxation 5,942 (7,074)
Taxation (165) (408)

Profit/(loss) after taxation 5,777 (7,482)
Minority interests 1 22

Profit/(loss) attributable to shareholders 5,778 (7,460)
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b. Geographical segments

Over 90% of the Group’s revenues, results, assets and liabilities are derived from activities in
Hong Kong.

3. Operating profit/loss before finance costs

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

Six months ended
30th September,

2004 2003
HK$’000 HK$’000

Crediting

Dividend income from listed investments 1,380 1,933
Interest income 205 300
Net realised and unrealised gains on trading listed investments 1,242 4,690
Net realised gains on non-trading listed investments 2,702 —
Net reversal of provision for stocks 70 —
Rental income less outgoings
— owned land and buildings 297 253
— operating subleases 545 831

Charging

Amortisation of goodwill 207 155
Cost of stocks sold 218,637 182,173
Depreciation 3,472 2,685
Net provision for stocks — 1,056
Write off of fixed assets 223 —

4. Taxation

Hong Kong profits tax has been provided at the rate of 17.5% (2003 : 17.5%) on the estimated
assessable profit for the period.

The amount of taxation charged to the consolidated profit and loss account represents:

Six months ended

30th September,
2004 2003

HK$’000 HK$’000

Hong Kong profits tax 163 66
Under provision in prior years 1 —
Overseas taxation 1 —
Deferred taxation relating to the origination and reversal of temporary
differences — 342

165 408
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5. Dividend

Six months ended

30th September,
2004 2003

HK$’000 HK$’000

Interim dividend declared after the interim period end of HK0.4 cent (2003 :
Nil) per ordinary share 1,740 —

Notes:

(a) At a meeting held on 9th July, 2004, the directors proposed a final dividend of HK0.5 cent per
ordinary share for the year ended 31st March, 2004, which was approved by the shareholders at
the annual general meeting held on 27th August, 2004. This final dividend was paid on 6th
September, 2004 and has been reflected as an appropriation of retained profits for the six months
ended 30th September, 2004.

(b) At a meeting held on 17th December, 2004, the directors declared an interim dividend of HK0.4
cent per ordinary share for the year ending 31st March, 2005. This interim dividend is not
reflected as a dividend payable in the interim accounts, but will be reflected as an appropriation
of retained profits for the year ending 31st March, 2005.

6. Earnings/loss per share

The calculation of earnings/loss per share is based on the Group’s profit attributable to shareholders of
HK$5,778,000 (2003 : loss attributable to shareholders of HK$7,460,000) and the total number of
435,071,650 (2003 : 435,071,650) ordinary shares in issue during the period.

7. Comparative figures

Certain comparative figures have been reclassified to conform with the current period’s presentation.

INTERIM DIVIDEND

The directors have resolved the payment of an interim dividend of HK0.4 cent per ordinary share

in respect of the year ending 31st March, 2005 (2004 : Nil), payable to all shareholders whose

names appear on the register of members of the Company on 12th January, 2005. The interim

dividend will be paid on or about 21st January, 2005.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 10th January, 2005 to 12th January,

2005, both days inclusive, during which period no transfer of shares will be effected. In order to

qualify for the interim dividend, all transfers accompanied by the relevant share certificates must

be lodged with the Company’s Registrars, Computershare Hong Kong Investor Services Limited,

at Room 1712–1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Hong Kong, no later

than 4 : 00 p.m. on Friday, 7th January, 2005.
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BUSINESS REVIEW AND PROSPECTS

The Group’s unaudited profit attributable to shareholders for the six months ended 30th

September, 2004 was HK$5,778,000. The Group’s turnover for the period increased by 25% as

compared with the same period for the previous year. The increase in turnover was mainly due to

growth in retail sales of gold ornaments, jewellery, watches and gifts. The Group benefited from

improved local consumer sentiment as a result of better economical environment such as recovery

of the property market and diminishing deflation. The increase in tourists from the People’s

Republic of China (the ‘‘PRC’’) as the Government of the PRC relaxed restrictions on individual

travellers to Hong Kong also helped to boost the Group’s sales. However, commission income

from the securities broking division of the Group decreased by 15% during the period, which was

mainly due to the severe competition within the industry as a result of the introduction of on-line

brokerage services by many banks in Hong Kong.

During the period under review, the Group launched a new branded diamond product of ‘‘4 in 1’’

with special design at competitive prices, which has been successfully launched with positive

response. In order to provide quality customer services, the management continued to upgrade its

frontline staff quality by providing training programs in both customer services and language. The

overall efficiency in operation of the Group improved as a result of effective management control.

On the financial side, the overall debt to equity ratio continues to be at a healthy level.

Looking forward, the Group plans to explore the PRC retail market in respect of gold ornaments,

jewellery, watches and gifts. As the first step, the Group had set up a wholly owned subsidiary

company, King Fook Jewellery (China) Company, Limited, in the PRC under the Hong Kong

Closer Economic Partnership Arrangement in October 2004 to engage in such business.

Barring any unforeseeable circumstances, the Group is optimistic of the results in the second half

of the financial year ending 31st March, 2005. The management will continue to seek opportunity

to diversify its activities into other business operations to generate more stable income.

INVESTMENTS

As at 30th September, 2004, the Group held 2,554,000 shares in Hong Kong Exchanges and

Clearing Limited amounting to HK$45,334,000. The Group also held non-trading investments

listed outside Hong Kong amounting to HK$10,709,000, which is a related party of the Group.

FINANCE

As at 30th September, 2004, the Group’s current assets and current liabilities were HK$649 million

and HK$153 million respectively. There were bank balances and cash of HK$26 million and

unsecured bank loans and overdrafts of HK$160 million.

Based on the total borrowings of HK$186 million and the shareholders’ funds of HK$495 million

of the Group, the overall borrowings to equity ratio was 37%, which was at a healthy level.

EMPLOYEES

As at 30th September, 2004, the Group had approximately 250 employees. The employees are

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

their performance.
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SHARE OPTION SCHEME

On 27th August, 2004, the Company adopted a share option scheme under which the directors may

grant options to eligible persons, including employees and directors of the Group, to subscribe for

shares of the Company. The Company has not granted any option under such scheme since its

adoption.

AUDIT COMMITTEE AND REVIEW BY AUDITORS

The Company has established an audit committee comprising three non-executive directors, two of

whom are independent. It was set up with written terms of reference in compliance with the rules

set out in ‘‘A Guide for the Formation of An Audit Committee’’ issued by the Hong Kong Institute

of Certified Public Accountants.

At the request of the directors, the Group’s external auditors have carried out a review of the

interim accounts in accordance with Statement of Auditing Standards 700 issued by the Hong

Kong Institute of Certified Public Accountants.

The audit committee has reviewed with the management the accounting principles and practices

adopted by the Group and discussed auditing, internal control and financial reporting matters,

including the interim report and the results of the review of the unaudited interim accounts by the

external auditors.

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, 17th December, 2004

The directors of the Company as at the date of this announcement are Mr. Yeung Ping Leung,

Howard, Mr. Tang Yat Sun, Richard, Mr. Cheng Kwai Yin, Dr. Sin Wai Kin, Mr. Cheng Ka On,

Dominic, Mr. Yeung Bing Kwong, Kenneth, Ms. Fung Chung Yee, Caroline, Mr. Lau To Yee, Mr.

Cheng Kar Shing, Peter, Mr. Wong Wei Ping, Martin, Mr. Ho Hau Hay, Hamilton and Mr. Chan

Chak Cheung, William.

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