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Executive Summary+

Simce the mfluence of hit the econorme m 2020 and affecting the revenue of all mdustry,
and the tourism hit the most. As Jexgellery 1= one of the mdustry benefitz form the
tourizsm, if the tourism hit, sales of the jewesllery will got hut <

The sales revemue of the Lukfook Jewellery, affected To mamtam the sales and sustain
its business, a more target and sales stores needed to be chosen «

This report will mvestizate and do recommendations of the possibibity of mvesting ma
new project. In general, there will be miroduction of the business, financial analysis,
cooperate governance and the discussion of the new projects. Fundmg
recommendations and give concluzion and recommendations will be the last part.
Charter 1 wall show in the history, basic imformation, and the business conditions of the
busmess. Chow Tai Fook: and Jze Sm Luen are the competitors i the same mdustry. A
companson will be given mn this part. <

Using different financial ratio to analysis among the compames and to investizate the
financial structure of Lukfock Jewelleny: among the mdustry m the operational capacity,
profitability, chance of bankruptcy in chapter 2.+

Among Chapter 3, a clear demonstration of the corporate governance. Throughout the
committee components, the fransparency, and the recommendations will alzo provide
m this chapter.«

Chapter 4 shows the mvestment in the new project where choze in Quarry Bay. The
profitability and the feasibility of the investment will caleulate m different financial
ratios which wall explamed. ~

The next chapter will show sources of fundmg m the new mvestment. And the way used
m fimding. In Chapter &, 2 conclusion and recommendations will be given m the last
chapter. «
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1. Introduction

1.1 Background

"Brand Hong Kong" that is a confidence as shopping paradise and it is welcome by
tourism, especially China since 2003. In epidemic period, revenue decrease (Lukfook
Group (International) Co., Ltd., 2023). When the economy is sluggish, shoppers’

willingness to buy is affected.

Listed in 1997 named Hong Kong Luk Fook Holdings (International) Limited (HKEX:
0059, Lukfook Jewellery (LKJ) found in 1991 positioned as renowned luxury brands.
(Luk Fook Holdings (International) Limited, 2023). A professional institution

launched by LKJ in order to foster the professionalism among the industries.

As borders reopen, tourist spending increases which stimulating the retail in sales. (The
Standard, 2023a) Sales of jewellery, watches and luxury gifts are initially estimated to
grow 88.0% in the first quarter of 2023, research shows. (Luk Fook Holdings
(International) Limited, 2022)

With the most current new branding program and new trend, Gold and Jewellery are
not only for the luxury, it also for the fashion and for the new trend to fits those Gen-Z
(Deloitte, 2022, HKTDC, 2023). As long as the Gold and Jewellery one of the
fashionable items that used matching in grooming and outfit. And LKJ also targeted in
Middle-class group while the group did not have the any selling spots in the famous
middles-class residential area. There are only have branch in nearest in North Point and
Causeway Bay where are the key famous spots form tourists. Since the sales from the
tourists are saturated, to increase the sales from the targeted customers, targeting back
into the middle-class group. As we found that there is no branch in Eastern District
where is a traditional residential area for middle-class group, so the location selected is
Quarry Bay. Apart from the residential area, we also target those who work in the
building blocks in Taikoo and Quarry Bay for easy pick items. There will be more

discussion in later chapters.



1.2 Operation Business Overview

LKJ found by the Chairman, Mr., Wong Wai Sheung and Ms. Pauline Yeung, the
champion of “Miss Hong Kong Pageant” in 1987. She had been an icon of LKJ for
years till 2019. The image of dignified, elegant, smart, and well-educated, a more
privileged icon had been footprinted in the mind of the customers. LKJ sponsored the
competitions since 1993 and the special icon presented the new woman in this era.
Brave, confident, independent, and strong, complementing femininity. The brand

targets the mid-to-high-end class because of the wiliness of spend money on clothing.

(Luk Fook Holdings (International) Limited, 2023).

Licensing, retailing, and wholesaling, retailing are the major sources of the revenue.
The branches located mainly in Eastern Asian countries over 2900 shops. Apart from
direct selling the gold and jewellery in their self-operating shops, there are also
franchised shops especially in Mainland China to sell the products. LKJ had penetrated
the mainland China in 1994, the branches more than 165 till 31 March 2023. There are
increasing needs in Gold in the brand of Hong Kong Brand. Besides, there are also
branches in Europe area and southeast Asia other than China.

(Luk Fook Holdings (International) Limited, 2023).

Other than selling the products of gold and jewellery, LKJ is recognized institution to
verify and proof the jewellery. Identification services for diamonds, emerald gemstones
and jewelry provided by China Gemological Laboratory Co., Ltd. provides while
Professional training in jewelery appraisal provided by the Victoria Gemological
Institute Limited. This certification is to prove the value of the jewelry launched by

Lukfook Group. It also has a training institution to provide employees with

corresponding knowledge.  (Luk Fook Holdings (International) Limited, 2023).

LK1 has a property investment in Hong Kong and China. According to annual report,
there are around 10% from the total assets are the investment properties in Hong Kong

and China, total has 11 properties for whole lease out.

As at year ended in 2023, the rental income is HKD $62.244 million as compared with



2022 is HKD $55.491 million So, the difference in incomes is not too much

concentration in the profit in table 1.

Table 1: Investment property analysis<’

LKIJ« ¢
< 2023« 2022¢ 2021« ¢
Investment properties¢ 1127.727¢ 1,007.606¢ 909,084 ¢
INVESTMENT ¢
PROPERTIES to Total|8%:* 8% 6%

Assets Ratio¢

Rental incomes« 64.244¢ 55.491¢ 45.485¢ ¢
Retail income / Net income . P i

after tax«

Source: constructed by the Author«

1.3 Challenges ahead

The number of tourists stay steady as 2018 in average of 200000 per months after the
re-opening of the border from China. (RTHK HK,2023) It had been an importance
source of income as (Luk Fook Holdings (International) Limited, 2023).
mentioned in annual report. Other than that, The Standard (2023b) revealed that the
impulse of the spending for locals are low. Locals are preferring to travel after release
the travel restrictions with 3 years-long locked in Hong Kong, especially Hongkonger
are travel lovers who travel or prefer to have a short trip in Shenzhen. (The Standard,

2023a, NOW [, 2023) These trends will affect the atmosphere of spending in Hong

Kong. There might be useful when the stimulus vouchers launched last year (HKSAR,

2021). However, it just has a slight increase showed in the revenue.



1.4 Current Business Environment

As the time of covid-19, the cities are locked down and the countries restricted tourists
to travel. The economic had a big hit ever on this century. As the Jewellery is one of
the shopper goods that the tourists, while the new trend of the tourists changed to
experience in different cultures and experiences in Hong Kong. So, the traditional way

depends on the spending of tourists which no longer sustain. (Fabius et al, 2020)

The sales growth rate had been decreased to only 2% in 2023 and recorded a decrease
6% in 2022, while in 2022 is 14.9 % in 2021 and 14.7% in 2020 before the epidemic.
(Luk Fook Holdings (International) Limited, 2023). As mentioned in previous
section, the sales from the market of China sharing nearly half of the whole group in
5,392 million in 2023 while more than half of the whole group as 57.1% in 2022. It
shared 59.9% of the sales revenue of the whole group in 2021 which revealed that the

importance of the China market for the whole group instead of local markets.

There is a chance to discover another way of sales.

1.5 Company Internal Profile

As on 31 March 2023, there are 6,000 employees which remain the same as 2022. There
is 1:2.3 ratio in male to female in 2022. And it is more than 90% are middle
management to front line staffs with 8% is the top management of the company. The
workforce is energetic as more than 50 % aged below 39 years old and even in top
management is one out of 4 from the segment aged below 59 years old. LKJ regularly
review the remuneration and benefits in order keep competitive in the market. With
providing training to their employees, to equip them with the qualification which align
with the government assurance course in QF2 in Advanced jewellery knowledge
certificate courses, High-quality service, and jewellery knowledge certificate; and to

further foster their ability courses in Coach-style leadership skills courses for shop

managers are launched. (Luk Fook Holdings (International) Limited, 2023).

Throughout the markets, there are two competitors have similar structure with LKJ.



These are Chow Tai Fook (CTF) and Tse Sui Luen (TSL) in the same jewellery industry

which will always use in comparison to LKJ. These are the summary of the comparison

of the listed companies:

1.6 Company Features comparison and financial structures

Table2: Company Features Comparison¢

Company* LKJ¢ [T (Ctrl) = TSL¢
Stock number¢ 0590.HK: 1929.HK+ 00417 HK:«
Year of 1991¢ 1961+« 1960.¢
Establishment¢
Market Value (In | $ 12,564.154¢ $155,800 « $36.150 «
HKD Millions)e | ' "
Price per earning<’ | $2.190¢ 40.540¢ $-0.290¢
Area of Business <’ | Hong Kong, Hong Kong, Hong Kong,
Macau, China, Macau, China, China, Macau, and
Southeast Asia, Southeast Asia, Kuala Lumpur«
United States. Korea, Japan
Canadas United States.
Canadas
Number of Store<” | 3015¢ 7655¢ 643«

Source: Constructed by the authors

Increasing demands in the use of financial analysis tools to control the overall
conditions of financial status and make their investment decisions. Peterson and
Fabozzi stated (1999) useful information can be provided by the financial statements in
evaluating the company's future. By analyzing the current situation of these companies

and assess risks, future predictions can be made through the annual financial reports.



Table3: Financial informations

(in SHKD LKJ< CTF+ TSL<
Millions)« 2023« 2022 2021« 2023« 20234
Net Working $9.506.47< | 49,003.414<] §8,785.95¢ $26,245¢
_ $1,087.53¢
Capital<”
Total Assets<| $14.928.51¢| $16,220.27¢ $14,512.04<] $87.341¢ | ¢ 544 59.
Retained $9,668.69< | $9,526.25¢'| $8,771.92<'| $22,397.40<
$831.76<
Earning<’

EBIT+ $1586.153¢ $1706.73¢ | $1284.286<| §$8,031.9¢ $22.198<
Stock Value<|  $25.10¢ $19.08¢ |  $21.40¢ $15.58¢ $1.35¢
Number of $587.11< $587.11« §587.11< | $10,000.00<

$249.00<
shares<’

Total $2.707.56< | $4,141.74<°| $2,946.77< | $53,981.20<

$1,950.75¢
Liabilities<”
Sales< $11,977.84<° $11,737.80<] $8,861.34<7| $94,684.00<] $2,591.00«

Source: Constructed by the Arthor<’




2. Financial analysis

2.1 Z-score analysis

Extreme Forecasting Models should be useful to analyze the healthiness of the company
in the financial statements. The well-known models are the Altman Z-score model
(Altman, 2020). Below 1.81 in the score shows the company has a higher chance to go
bankruptcy while it falls below 2.99, that falls in dangerous gray area. While the score
is above 2.99, that is less likely to go bankruptcy. Friedlob and Schleifer (2003)
explained if the 5 scores (A-E) in the ratio also valued low, the companies are unlikely

to avoid the chance of bankruptcy.
;

Table4: Z-score analysis<

LKJ< CTF+« TSL+

2023« 20224 2021< | 2023< 2022<(2021) 2023€ 2022 20214«

Z score= 6.09« 4.19<7|  4.84< | 3.84¢7| 3.85<7(3.994 1.91<| 2.08<| 2.19%

Source: Constructed by the Author<

Altman’s Z-Score<’
= 1.2* A(Net Current Assets / Total Assets) + 1.4*B (Retained earnings / Total Assets) + 3.3*C (EBIT /
Total Assets) + 0.6*D (Stock Value*No. of Shares) / Total Liabilities + 0.999*E (Sales / Total Assets)<

The Z-score from 2020 to 2023 is higher than six. LKJ is health and the possibility of
bankruptcy is low while compared with CFT and TSL is in safer zone.

Table5: Liquidity value analysis<

LK« CTF+ TSL<

2023€ 20224 2021 2023¢ 20229 2021¢ 2023« 2022« 2021«

Current ratio<?| 4.85¢7| 3.33¢| 3.98<'| 1.51¢ 1.57¢ 1.90¢] 1.86¢| L.49< 2.01<%

Quick Ratio<’ | 1.27¢7| 1.08¢7 1.50¢"| 0.35¢) 0.42¢] 0.42<] 0.70<] 0.62¢| 0.90<

Cash Ratio<” | 0.95¢| 0.89<| 1.20<| 0.23¢| 0.30¢ 0.21<]| 0.28<] 0.23<| 0.34<

Source: Constructed by the Author«
Current Ratio — Mohammed and Kim-Soon (2012) explained the company’s ability to
repay its debts next year depends on its current ratio which measures financial liquidity,
a high ratio can indicate that the company has a good liquidity position. Even compared

to other companies, LKJ has a good liquidity position. Improved from 3.98 in 2021 to
7



4.85 in 2023. (table 5)

Quick Ratio - Warrad (2014) mentioned that performance in liquidity can be measured
more accurately. A difficulty converting into cash quickly to pay the short-term
liabilities showed in low ratio. LKJ has good liquidity performance compared to CTF

and TSL.

Cash Ratio — Ismail (2016) explained the ratio shows the company's ability to use cash
and investments to pay its current liabilities. LKJ's is not changed profoundly between
2020 and 2022. Although the cash ratio has declined compared with 2020, its ability to

pay current liabilities is not strong compared with CTF and TSL.

After overall analysis, LKJ in the above the ratio is better than the industrial standard

level.



2.2 Leverage value analysis

T Table 6: Leverage value analysis <

LKJ< CTF: TSL-
Leverage -
2023< 20224 2021+ 2023« 20224 2021< 2023¢ 2022¢ 2021+
Ratio<
Total debt ‘
0.18<7| 0.26¢ 0.22<'| 0.62 0.61<7 0.51< 0.694 0.61< 0.81<
ratio %o+
Debt /equity ‘
. 0.22<7| 0.34¢ 0.28< 1.62¢0 | 1.54€| 1.04<9| 2.18¢ 1.58¢ 2.17¢
ratio%+<’

Long term -
0< 0< 0 4.46< | 5.18<'| 5.70<'| 0.67¢ 0.00¢ 0.45¢

debt ratio%

Equity

Multiplier | 1.22¢| 1.34¢| 1.28¢| 262 2.54<7 2.78<7| 3.18¢ 2.58¢ 2.69
([Times)«

Source: Constructed by the Author

Total Debt Ratio —It shows the portion that financed by creditors to total assets
(Nindiani and Arylyn, 2019). The company is financially risky while the ratio is high.
Looking at the three listed companies, LKJ is still more competitive than other

companies, however declined from 2022 to 2023.

Debt/Equity — The ratio of borrowed funds increases when the amount increases. When
a company relies on debt financing, its capital should decrease, and creditors face
considerable risk which implied the company may not be able to repay). LKJ is between
CTF and TSL. Therefore, LKJ suggested not borrowing money to invest in operating

their business.

Long-term debt ratio - A lower value indicates that the company has a lower degree of
debt capitalization and less financial pressure to repay long-term debt. LKJ declined
between 2021 and 2023, while other companies saw significant growth. I believe it was

affected by the epidemic.

Equity Multiplier - A low index means company can pay its asset with more equity and

less debt. It shows the average of the Equity multiplier is 1 in LKJ, 2.5 in CTF » 3 in
TSL in the table 6. It shows LKJ has a good use of the assets.



2.3 Coverage value analysis

; Table7: coverage value analysis<

1KJ< CTF< TSL<
Coverage ratio< 2023€ 20224 2021¢ 20239 20229 2021 2023 2022¢ 20214¢
Times interest earneds «
76.40] 71.604 44.524 13.72¢ 27.60¢ 23.33<| 0.32¢ 2.62¢] 0.98
(Times)<
Cash coverage ¢
. 05.971 91.104 60.63¢ 17.514 33.60¢ 28.96<| 2.55¢ 6.80¢| 5.16¢
(Times )}

Source: Constructed by the Author<

Time to Earn Interest — Farah and Amin (2021) mentioned it measures the number of

times a company can pay interest charges. Compared to the other two companies, LKJ

can cover interest payments in all years. In 2022, there have been about 27 times in

CTF which is far apart from LKJ.

Cash Coverage — A company can pay all the debt by earned profits or its capital. As

shown in Table 7, LKJ's value is 95.97 times its liabilities payable, and its value is much

better than CTF and TSL.

2.4 Inventory value analysis

Table8: Inventory value analysis

LKJ« CTF+ TSL«
Ty 20239 2022<| 20219 2023« 2022« 2021<'| 2023« 2022< 2021--I
ratio:
inventory
turnover _| 0.98¢ 0.97< | 0.85¢ 1.24<7 1.34¢| 1.16<"| 1.14¢ 1.24<7| 1.38«
(fimes )<’
Days sales
in inventory| 378%q 356%<| 451%q 204%<| 272%<| 312%7|318.939 293.17¢ 264.57
(days)-

Source: Constructed by Author¢’

*The figure source directly from the annual report of LKJ and CTF+’

Inventory Turnover - Times that inventory sold and replaced in a certain period. Sold

quickly to increase profits will shows as High value means (Amanda, 2019). Compared

10




with peers, LKJ’s valuation is low at 0.98, which is not good enough even for CTF and

TSL. It may be affected by the epidemic and Hong Kong's economic downturn.

Day’s Sales in Inventory — Bagais and Aljaaidi (2021) mentioned the average number
of days that company needs to take in conversion of inventory into revenue. LKJ about
a year to complete the sale of its inventory. Compared with CTF and TSL, the inventory
completed sales is about half of LKJ’s.

2.5 Receivable value, operating and cash period analysis

Table?: Receivables turnover, Credit ratio analysis+

E LEJ= CTF= TSL< =
Receivables &
202349 202249 20214 202349 20224 20214 202349 20224 20214
ratio=
Feceivables &

turnover | 56.024 62534 31954 15204 16734 11354 1.762 29874 22 814

(times}

Average
collection | 6.32<7 5.84< 11424 23.874 21.824 32.15¢207.054 12.224 16.00
period (days)
Credit ratio = &
Creditor's &

e s 7.08< 7354 6.09< 2444 3.04< 1992 5122 6.82<) 10874
ratio (times)

Period of &

creditor's

51.544 49,644 39904 149304 119.9291183.309 71.204 53,534 33.584
pavable

(days)=
Operating -
Period |384.524361.844 462 424317 874293 821344.154525.984 305.399 280.574
(days)-
Cash Period .
(e 332084312204 402.529 168 484 173.904 160.774 454.699 251 864 247 004

Source: constructed by Author+

Receivable Turnover — A measurement in times that the ability of accounts receivable

11



can converted into cash during a specific period which showed in number of times a
company collects accounts receivable each year (Purwanti, 2019).4 LKJ is 56.02 times

per year in Table9.

Average Collection Period - The time takes for a company to receive payment after a
product is sold. When period short, revealed in low probability of bad debt. LKJ used
6.52 days showed in Table 9. When compared with other 2 companies, LKJ is still

fewer days to receive the payment.

Period of Credit
Longer period needed in the same industry means postponed paying its creditors. Table
9 shows that the company is. LKJ is 51.54 days shorter than CTF and TSL. A better

credit rating will show in shorter days.

Operating period -
LKJ’s operational period increased from 462 days in 2021 to 364days in2023 . This
shows the days needed transform the inventory to customers. Compared with CTF and

TSL 1, LKJ nearly a double as long as CTF but shorter than TSL in the aboved Table.

Cash period -
The days that the company needs to keep cash in maintaining in operation. LKJ needs
332 days in cash kept for operation which is longer than the CTF but shorter than TSL

as showed in Table9.

12



2.7 Profitability analysis

Tablel(: Profitability analysis«

LK CTEF+ TSL+

Profitable« -
20234 2022« 2021<( 2023« 2022« 2021 2023« 2022« 2021

measures:
Gross profit i
269744 27554 29714 2236 22584 28614 3508« 3840+ 3623

margin. %o
Net profit -
10.734 11.86+] 11.50«] 580<| 6.95 8.80< -2.78< 0.56¢| -1.66¢

margin Yo

EBITDA
] 16,634 1850« 19.74+| 10834 11.47< 1552« 6.84<| 918 082

margin %o/

Return on
8.61<| B.5E 7.02<( 6.29<) 7.84 960 2534 0574 -1.74

assets (ROA)
Return on i
) 10,514 11.533< 9.00<| 1646« 1991« 1956« -8.06< 1.47<| -4.67

equity (ROE)

Return on

Capital
12904 13.60<] 1099+ 27.094 24724 2516 1.48<| 934 361

Emploved

(ROCE)

Total asset
turnover 080« 072<| 061 1.08: 1.13 1.09<] 091 1.02 1.05¢

{TAT) Times

Source: constructed by the author+

Gross Profit Margin - The higher the rate, the profitable of the company. LKJ can keep
the steady gross profit rate from 2020 to 2022 as compared to CFT but lower than TSL.

Net Profit Margin - Only by better controlling income, costs, expenses and taxes can
achieve high net profits and ensure sufficient funds for survival and development. LKJ
still has a change the net profit margin from 11.86% in 2021 to 10.73% in Tablel0,
however, the ratio is fewer than LKJ almost a half. LKJ had a good use of the financial

reflects the attempt to control costs in the pandemic.

EBITDA margin — The higher value in earnings, the more stable of the business. LKJ

13



has a stable value of EBITDA margin in 2021 to 2023 and similar to TSL.

Return of Assets — Strouhal et al (2018) explained it is the efficiency of the company
the use of assets to generate profits. ROA goes higher when profits used more effective
and efficient. However, LKJ has improved rate of ROA since 2022 and up to 8.61 in
2023 showed in Tablel0. LKJ shows the better profit productivity among the

competitors.

Return of Equity —Purnamasari (2015) stated this reflects the wellness in utilization of
the investments in the company. Among the industry, LKJ has a lower rate in 2020, but

the investment generate more profit than TSL.

Total asset turnover -Firms that use their assets to generate revenue are relatively
efficient (Sunjoko and Arylyn, 2016). CTF's business operating efficiency is higher
than LKJ and TSL. The value in 2023 is 1.08, which is higher than LKJ in 0.8 and TSL
in 0.91. This may indicate that LKJ and TSL has a large amount of fixed assets.

14



2.8 Stock Market prospects analysis

Tablell: stock Market Prospects ﬁnal}'sisl '

LKJ CTF: TSL:
Market i
2023« 2022¢| 20214 20234 20224 2021 |2023{ 2022 2021
value:
$14,736.461.000 $155.800,000.000« $336.150,000<
Market (2023)« (2023)« (2023)«
capitalizas-| $11.202.058.800 $142.600,000.000« $261.450,000
: (2022)« (2022)« (2022)«
ion- $12..564.154.000 $118.800,000.000« $209.160,000<
(2021) (2021)s (2021):
Price
Earing ratio| 11.461{ 8.051<] 12.37428.852{ 21.2844 19.800<|-4.66{ 17.5¢| -4.67:
$-
Market to
book ratio 121¢] 0.93¢| 1.11¢ 4.67< 4.13¢| 3.76¢ | 0384 0.25¢| 0.22:
%

Source: constructed by the author+

Market Capitalization -

Most investors take advantage of stock prices to increase the wealth generated by
companies (measured by market capitalization) (Joshi and Hanssens, 2004). TSL is
more valuable than other in from 2021 to 2023. There are decrease in 2021 to 2022 for
LKJ and CTF, but the stock values increase in 2023. It shows the effects of the Covid-

19 time. However, LK1 is the lowest stock values among the companies.

PE ratio - An investment strategy that indicates market predictions of future growth and
risk (Wu, 2014). A high P/E ratio reflect investors' expectations of high future growth
rates, or that the company's stock is overvalued. LKJ ratio is much higher than TSL but

lower than CFT.

Market to book ratio -

A company is considered overvalued if its market value is higher than its book value
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per share, vice versa. In comparison, LKJ is same value as book value in 1. It showed
that CTF is undervalued in 2021 to 2023 while TSL is overvalued. This ratio gives
investors and analysts to do comparison between a public company's true value and

investors' speculative value.

2.9 Growth ability capacity

Tablel2: Growth ability analysis.]”

+
LK CTF« TSL+
2023<| 20224 20214 20234 20224 2021< 2023 2022« 2021
Sustainable ‘
7912« TBE8T 7746« 6714« 6835 657 9¢ 93.09<) 94 104 93 41+
growth rate

Dividend

yield%+« | 438 7864 783 3351<| 337 0.00<| 1.90< 0.00¢

L
(e
r2

Retained ::
vield (humes)
Source: constructed by the author«

LA

3<| 6.84 8.61 0.78 343 336<| -11.

L
LA

63.984 -20.004

Sustainable growth rate — assumes that the company can fund its growth opportunities
using retained earnings and new debt (Chen et al., 2021). The LKJ's Sustainable growth
rate is higher, but lower than its competitors. LKJ's average interest rate is at an
industry-leading level. LKJ continues to maintain a higher interest rate, and internally
generated funds can be expanded to new products or other products while TSL rating

nearly 100%.

Dividend yield-

Once shareholders have invested their money, it should be paid out to shareholders to
maximize their wealth (Azhagaiah and Priya, 2008). As Compared to CTF, LKJ has a
poor dividend yield while good performance when compared to TSL. It would be th
effects of the COVID-19.

Retained yield -LKJ is based on retained earnings and profit after tax. Increased by

0.68% from 2022 to 2023 and indicator exceeded CTF by 6.74 times more and 19.08
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more in TSL. LKJ needs to pay dividends to shareholders to gain shareholder support;
also needs to keep some reserves to grow the business. The rate of return remained at a

reasonable level as the sales revenue grows at 2%.
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3. Corporate Governance

Corporate governance is a set of rules, practices and procedures designed to enhance
efficiency and achieve the long-term success of the Company by reducing misconduct
and avoiding risks, thereby safeguarding the interests of all stakeholders. (HKEX, n.d.)
There are 3 committees under corporate governance. The Audit Committee was
established to review the Company's financial information and oversee the reporting
system and internal control procedures to ensure appropriate reporting and adequate
internal controls. Recommendations on policy and structure making or all directors and
senior management is responsibility of the Remuneration Committee. To review the
structure, size and composition of the Board and to consider the succession of directors

and other senior management is the role of nomination committee.

(Luk Fook Holdings (International) Limited, 2023).

Table 13: structure of Lukfook Jewellery

External Auditor '
HREE AT ‘

Internal Audit Chai ":
Department ;rgan i
A EEHER i
Risk Management I
andcsox;l:m;aggnny [ Company Secretary
VL% B e ] 4 AEBE |
UELAE '
Audit Committee
BEEAT i
|
Remuneration Committee | Board of Directors :
ERE HEE i
i
i
Nomination Committee :

REERE

Management
EER

Source: (Luk Fook Holdings (International) Limited, 2023).
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As shown in the Table 13, leading the Board of Directors in formulating strategies and
achieving goals, and ensures that all directors are fully aware of issues arising in Board
meetings and receive sufficient, complete, and reliable information is the role pf the
chairman. CEO is given the authority and responsibility to run the company's business
and implement company. strategy to achieve business result. Board of Directors leading
the 3 committees to form and control the operations of the company which will be
discuss in next section. Besides, board of directors guiding the top management to run

the business. (Luk Fook Holdings (International) Limited, 2023).

3.1 Audit Committee

This committee is to do risk management that governance the procedures of the group
not to involve in those interest -risking activities to all the shareholders. Committee
members are independent non-executive directors. Preparing and examining of
financial statements and reviewing the external auditor’s performance is the role of this

committee.

3.2 Nomination Committee

Considering succession plans for top management in identify the professional qualities
and to assess the independence of independent non-executive directors. Regular
reviewing the structure, size and composition of the Board in skills, knowledge,
diversity and experience, and providing recommendations to the Board, to achieve

balance and appropriate qualifications for the Board.

3.3 Remuneration Committee
Providing the recommendations on remuneration policies and structures for above the
Board and management level staff to ensure that the competitive Remuneration for

qualified individuals.

3.4 Risk Management and Sustainability Committee
To have systematic and standardized risk management process and implement the
internal control system as an initial aim in corporate governance. The goals to establish

and improv a profound risk management system to ensure the risk can be identified.
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Manage risks to the achieve of the objectives of company by advising and assisting the
on the strategy, implement of the sustainable development and the assess of associated

risks.

Table 14: Risk Management Framework

RISK MANAGEMENT FRAMEWORK
RREERE

Policy

8 - ctor B
Report b
E® .
& ) : :

Risk Management and Sustainability

Control

=

" Committee
) EREERTHAREEAS Procedures &
s ) Standards
; . Departments & Management EERES
ARREREE
I Objpctive Soffing Risk Risk - Risk Effectivancss of ]
and Calegorsstion gy ideniification mp Aralysis gy Treatment g Monlioring and reapnn g |
EREFREN LT N LT T ] B R el

Source: (Luk Fook Holdings (International) Limited, 2023).

3.5 Transparency and Board composition

Consists of 12 directors which is 4 executive directors, 4 non-executive directors and 4
independent non-executive directors. There are more non-executive directors than
executive directors, to balance and strike for the interests of shareholders and the group.
There are 1/4 of the director and 1 to top management are from the ame family. Even
though the group explore the relationship within the Wong’s family. However, public
may concern the family can control over of the company, as hidden information can

transfer under the table resulting lack of transparency.
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Table 15: Roles and relationship of Wong's family+
Name - Roles in Lukfook: Foles 1 Wong's |

family

Mr. WONG Wai Sheung (Chairman | Executive Directors’ | Founder

& Chief Executive Officer)
Mr. WONG Ho Lung, Danny | Non-executive Somn ¢
(Deputy Chairman) Directors

Ms. WONG Lan Sze, Nancy | Executive Directors< | Daughter ¢
(Deputy Chief Executive Officer):

Mr. WONG Wai Tong - Senior Business | Elder brother:

Director

Source: constructed by author «

3.6 Ownership of the company

Besides, the majority of the shares are owned by the Wong’s family as showed in the
report. (Luk Fook Holdings (International) Limited, 2023). It revealed in the
annual report, more than 46% of the shares hold by the wife of the CEO which have
been clearly stated in the transparency part. And rest of the fund is holding by the

foundation also owned by the Wong’s family.

3.7 Recommendation in cooperate governance.

1) Public interest at risk. It is known that LJK is the grown from a family business,
while it goes public and liable to its shareholders. It is a risk on the interest of the
public as the entire family can control the operation of the company because there
are assumptions that the hidden information may exposure under the table and
cannot reach a consensus internally. This is a lack of transparency. Thus, the
recommendations are the board should be only involved half of Wong’s family
members and hired other professional. This can eliminate the concerns of the public

by the board members can examine and monitor each other.
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2) It is known that the family would like to control their own business. However, for
the sustainability of the business, the major ownership of the business should be
release. Besides, public may be afraid of the family will control the business through
the selling and purchase of the shares that affect the shares price resulted the loss of
the minority shareholders. This will greatly decrease the willing of the public to

have the shares. Thus, it will affect the portion of the investments.
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4. Investment Project Appraisal

LKIJ plans this year to open a new branch in the Eastern district. (=5 T_p5£/,2023)

The retail shop area of 800 square meters, the company planned to rent store for long-

term use selling the different priced products.

Figure 16: Project items basic information+

Project Costs< £ Remarks+
area (square meters) 800« Located in Quarry Bay+<
Rental price (in HEKD million)< 288 5 years<
Decoration (in HED million )+ 1.92 Based on the figure in 20234
Total Cost (in HKD million)- 4.8 &
Source: constructed by author «
Figure 17: Remaining basic information <
Remaining basic information £ Remarks« &

Building depreciation vears< 50+ Luk Fook Holdings (International) |«
Limited, 2023)<

Decoration period< 3 years< Regular approach+ &

Sales growth rate< 2. 7% Based on average sales n 2017 t0 |~

20234

ultimate growth rate< 5% | Assume long-term investment growths<

EBITDA (%)< 164 %+| Luk Fook Holdings (International) |«
Limited, 2023+

Cash and equivalents to sales 2% Assuming this is the cash period |

ratio= based on the ratio in 2023«

Source: constructed by author <
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Figure 20: Cashflow calculation Items «
[ ears 3 1o
EBITDA
(In HED 0.84 0.94 0.94 0.94 1.04
million )+
Expenditores | Cash penod:
1:1 i
(In HED
muillion)+
Expenditures | decoration
*ie costs
(In HED
muillion)+
Tax expenze+| Based on the

16.5%: .
inland
(In HED 0062 | -007<| -008| -0082| -0.08e

million)+ TEVENDE
department+

[
[k ]
T
L

-0.00034 -0.00034 -0.00044 -0.00044 -0.0004-

0382 038~ 0387 | 0382 -0384

Cashflow
(In HED 0.374 0414 0.44+ 0482 | 052
million)+
Source: constructed by the Awuthor

MNote 1) Working capital the first-year caleulation == annual direct sales x (cash and
eqAprents to sales rabio in 2023 /total number of shops)«

Workang capital for the rest calculation ==the previous year working capital x (1+3ales
growth rate) -

Note 2) assumption for expenditure to pay for the annual decorabion cost, about 1.92
million' year = $0.33 mullicns per year

MNote 3) Cashflow after 5 years, using the assumption the ultimate growth (Appendix K
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Calculation of NPV /PBP /IRR / PI/ ARR

Table 20: Chlculation of NPV / PBP / IRR / PI/ ARR:

Method 1 NPV 0.12
Method 2 PBP 9 years & months
Method 3 IRR 8.9%
Method 4 PI 1.03
Method 5 ARR 10.2%

Although the cash flow is negative in the first 5 years, however it comes to profit when
the projects in 19" year with assuming the inflation rate is 2.3%. (International

Monetary Fund, 2023). And it is expected 2.3 % is the same in coming years.

Net Present Value (NPV)

Several different criteria are using in economic benefit measurement and decision-
making for the project evaluation. Marchioni & Magni (2018) stated Net Present Value
(NPV) is defined as the most dependable tool. The effectively measures the growth of
investor value. There is only 0.12 million HKD in Table 20, this positive value is

accepted for the investment.

Payback period (PBP)

Payback period is the period to offset the initial investment's cost while it ignores the
cash flow beyond the date. That should be to apply a cutoff date while using this
measurement. (Dai et al, 2022). Around 9 Years 8§ months to recover the investment

cost in this project, the period is medium.

Internal rate of return (IRR)

It is commonly used to analyze individual items, but NPV is more preferable as
compatible. However, NPV is favored by investors because calculate the cash flow of
investment costs and the amount of reinvests. Furthermore, Arshad (2012) stated IRR
is also used in provides the answer in percentage form and is easy to understand. The
In Table 20, the IRR is 8.9%, which is not high, but is a bit higher than the ROA of
8.61%, so it is more inclined to evaluate the NPV value. However, if the IRR is high

enough, the evaluation may be worthwhile.
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The profitability index (PI)

It is an important metric that illustrates the costs and benefits of a project in terms of
revenue. 1.03 is acceptable as 1 is the minimum value in measurement which better if
it’s in higher values. John, Dabas, & Naseem (2014) stated that it is not worth to invest
in the value is less than 1. For this project of establishing a new sales store, the PI is
1.01, which is a positive value, so LKJ should start running this project based on the

strategic of the company.

Accounting rate of return (ARR)

ARR uses the project's cost of capital to evaluate an investment project's average annual
net rate of return. Normally the practice will choose a project with a high rate when the
project is beneficial. The rate of return in the ideal project. This project has a value of

9.4 % and is suitable for investment.
NPV should be used as the future cash flow will be counted in inflation that easily

neglect by investors. Besides, ARR also can used together with NPV as it is determined

in the profit offset by the initial cost.
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5. Financial Management of Funding
The commitment in an extra HKD $4.8 million as 0.33% of the total assets in 2023 to
the new store for the new project. There will be discussion in the pros and cons for

LKJ’s financial management methods.

5.1 Bank borrowing

LK1J’s preferred banks can lend money for the project. The initial cost of this project is
not very large. Therefore, easily borrow funds from banks. Banks can offer loans of
5.5% p.a.(Rodeck, 2023) As studied through the financial statement, there are no long-
term liabilities, this method would be used. The funds are not too much and do not have

much impact on liquidity.

5.2 Issued share capital fund-raising—

One of the ways to have funds for new project is to conduct a secondary public offering.
The move is good to the company while the percentage ownership declines as the
shareholder base grows in the perspective of initial investors as acquired their shares
through an IPO. Shareholding ratios are affected by dilution. The price of the stock and

the original investors will have negatively attitude.

5.3 Internal funding investment —

Using internal retained earnings is the easy sources of funding. In 2021 to 2023, the
retained earnings are positive Generally, the cash ratio should be above less than 10%.
When the cash ratio is low, companies will face risks such as being unable to pay loan
interest on time, repay debts, and fail to meet financial needs in daily production
operations and emergencies. Therefore, LKJ may be taking risks if they use internal

funds to make further investments.

5.4 Sale of assets
LKIJ has investment property which rate in total assets which below 10 % within 3 years
and it is not significant. And it initial investing cost is just 5.82 million, if sell for the

investment property, there will be not significant changes in all to total assets ratio.
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Besides the rental sale on the net income after tax also rate below 10% which will not

aincrease the pressure of the profitability.

In conclusion, the new project only sharing the 0.05 % of the retained earning and
sharing the 0.03% of the total assets of the retained earnings. It is believed that the cash
flow is positive even it is first year and assuming it is targeting the right markets and
location to increase the exposure in such area. Before mid of December, the occasion

of Christmas will bring the sales to the company. So, it is used the internal funding.

28



6. Conclusion and Recommendation

As aresult, the project will be process. The project management will be used in oversee
the project. Gantt charts is a popular management tool which is easily to understand
and easier to manage. Wilson (2003) stated is an efficient way to present basic data and
workflows The project manager will manage different tasks and work with different

parties based on a Gantt chart.

Figure 4 Gannt Chart of the new project
3 2023 2023 12024 22024
Project Tracker Tasks L _Q+ = o s
Sept Oct Nov Dec Jan Feb Mar Apr May Tune
Submit th
Rent the stores um osale Stage 1
located PP
in Quarry Bay Rent the store Stage 2
Getting the Submit the Stage 1
retained Eaming proposal
from Financial
Department Getting funding Stage 2
Decoation of
the stores
Select the ideal
Employee staffs and Stage 1
re-arrqangements | commuiccation
Fearranging Stage 2
Arrange supply
chain
Stage 1 Stage 2
and delievery of eES =
goods
Stores opening
before Chnstmas Stage 1 Begl
Maintain the
business
Contingency plan Thoughout the period
and risk
management Plan

6.1 Recommendation to Lukfook Jewellery

As board approval was required in open the sore in selected location in Quarry Bay
showed in figure 3. The plan is to align with the targeting market in middle-class level.
There are two types of market would like to attract: one is those who live in those
traditional middle-class residents and the executives who work in the blocks of
commercial quarters that need to have an ad-hoc jewellery to match their outfit for a
better glooming for a sudden meeting. (Sierra, and Hyman, 2011) By increase in the
selling channel with its outstanding image, it is believed that there will be attractive in
an ad-hoc and personalized experience in Quarry Bay. (Mastercard Economics Institute,
2023) As the nearest place for stores are in North Point where is the traditional sites
for tourists and the place concentrated of jewellery shops. Therefore, the first step is to
rent a suitable store in late-Oct-2023. In the meanwhile, the fund needed to obtain in

retained earnings to be approval from the board of directors. And there may be need

29



some time to get from the financial department with and the fund may take time to

obtain as the process and the procedures in acquisition around 2 months.

| .
- Figure3:location map

h'h\ S A\ ‘* ™ !-Llh&' ﬁ“*

As there are easy to find a suitable location now as there are many vacant stores, so 2

months are needed to obtain the store in the market. As LKJ have a nominated
renovation contractor, it will take less than 1.5 months to finish the decoration and

renovation works. Finally, the period would be aligned with the fund obtaining process.
30



Since the effect of post COVID era and the effects of immigrants’ wave is still affecting
the local market, it is not easy to hire skilled employees from outside. This location is
used for a quick sales and pick-and-go experience shop, and used to have skilled will
be more suitable than new fire. So, arranging the current staffs in the other operating
stores. As the store select is just around 800 sq ft is not large, so there are only 12 staffs

in operations.

The project manager needs to coordinate the various tasks in the project and work with
different departments to make the project run smoothly within 3 months to catch up
with the 4th quarter sales trend which before the occasion of Christmas. The tasks
should complete on time fix to the schedule. In addition, certain risk management
should be applied for any delay or any crisis may arise. There should be certain

solutions should be by communicating with corresponding.

31



Reference

Altman, Edward L. (2000). "Predicting Financial Distress of
companies" (PDF). Stern.nyu.edu: 15-22.

Amanda, R. 1. (2019). The Impact of Cash Turnover, Receivable Turnover, Inventory
Turnover, Current Ratio and Debt to Equity Ratio on Profitability.
Arshad, A. (2012). Net present value is better than internal rate of return. P.211-219.

Azhagaiah, R., & Priya, S. N. (2008). The impact of dividend policy on shareholders’
wealth. P.1450-2887.

Bagais, O., & Aljaaidi, K. (2021). Financial ratios in energy projects: The case of
days sales of inventory. P.57-60.

Chen, H. Y., Gupta, M. C., Lee, A. C., & Lee, C. F. (2021). Sustainable growth rate,
optimal growth rate, and optimal payout ratio: A joint optimization approach. (P.
3413-3464).

Dai, H., Li, N., Wang, Y., & Zhao, X. (2022). The Analysis of Three Main
Investment Criteria: NPV IRR and Payback Period. In 2022 7th (P. 85-189). Atlantis

Press.

Dartnell, L. (2022) The COVID-19 changes that could last long-term, BBC Future.
Available at: https://www.bbc.com/future/article/20200629-which-lockdown-
changes-are-here-to-stay (Accessed: 03 May 2023).

Deloitte (2022) Deloitte's Gen z and millennial survey reveals two generations
striving for balance and advocating for change - press release, Deloitte. Available at:
https://www.deloitte.com/global/en/about/press-room/fs-gen-z-and-millennial-survey-
reveals-two-generations-striving-for-balance-and-advocating-for-change.html

(Accessed: 27 March 2023)

Fabius, V. et al. (2020) How covid-19 is changing consumer behavior-now and forever,
McKinsey & Company. Available at: https://www.mckinsey.com/industries/retail/our-
insights/how-covid-19-is-changing-consumer-behavior-now-and-forever (Accessed: 3

May 2023).



Fabius, V. et al. (2020) How covid-19 is changing consumer behavior-now and forever,
McKinsey & Company. Available at: https://www.mckinsey.com/industries/retail/our-
insights/how-covid-19-is-changing-consumer-behavior-now-and-forever (Accessed: 3
May 2023).

Farah, 1., & Amin, C. (2021). The Effect of Debt To Asset Ratio, Long Term Debt To
Equity Ratio and Time Interest Earned Ratio on Profitability. P.68-78.

Friedlob, G. T., & Schleifer, L. L. (2003). Essentials of financial analysis.

HKEX (N.d.). Available at:
https://www.hkex.com.hk/Listing/Sustainability/Corporate-Governance-
Practices?sc_lang=en (Accessed: 04 Aug 2023).

HKSAR (2021), Government announces details of consumption voucher schemePress
Release. Available at:
https://www.info.gov.hk/gia/general/202106/18/P2021061800842.htm?fontSize=1
(Accessed: February 6, 2023).

HKTDC (2021) Jewellery Traders Remain Cautious: The HKTDC Hong Kong
International Jewellery Show Survey 2021, HKTDC research. Available at:
https://research.hktdc.com/en/article/ODk2M;jI40DQx (Accessed: 04 July 2023).

HKTDC (2023) Jewellery Industry in Hong Kong , HKTDC research. Available at:
https://research.hktdc.com/en/article/MzEzOTUONzcx (Accessed: 24 June 2023).

International Monetary Fund. (2023). World Economic Outlook (April 2023) -
Inflation rate, average consumer prices. Available at h
https://www.imf.org/external/datamapper/PCPIPCH@WEO/WEOWORLD
(Accessed 17 Aug 2023).

Ismail, R. (2016). Impact of liquidity management on profitability of Pakistani firms:
A case of KSE-100 Index P.304.
John, S., Dabas, K., & Naseem, 1. (2014). Economic Evaluation of an Eye Hospital in



Terms of Net Present Value and Profitability Index P.36-40.
Joshi, A., & Hanssens, D. M. (2004). Advertising spending and market
capitalization. P04-110.

Lukfook Group (International) Co., Ltd. (2022) Lukfook jewellery official website 7\

FEFREF Lukfook Jewellery | B 774814, Available at:
https://www.lukfook.com/content/uploads/2023/07/64b667a198c43.pdf (Accessed: 21
July 2023).

Lukfook Group (International) Co., Ltd. (2023) Lukfook jewellery official website 7\

FEFREF Lukfook Jewellery | B 774814, Available at:
https://www.lukfook.com/content/uploads/2023/07/64b667a198c43.pdf (Accessed: 6
Aug 2023).

Marchioni, A., & Magni, C. A. (2018). Investment decisions and sensitivity analysis:

NPV-consistency of rates of return. P361-372.

Mastercard Economics Institute (2023) Mastercard Economics Institute Shines
spotlight on how covid impacted hong kong consumers’ spending trends, Mastercard
Newsroom. Available at: https://www.mastercard.com/news/ap/en-
hk/newsroom/press-releases/en-hk/2023/mastercard-economics-institute-shines-
spotlight-on-how-covid-impacted-hong-kong-consumers-spending-trends/ (Accessed:

4 Aug 2023).

Mohammed, A. A. E., & Kim-Soon, N. (2012). Using Altman's model and current
ratio to assess the financial status of companies quoted in the Malaysian stock

exchange. P.1-11.

Nindiani, F., & Arilyn, E. J. (2019). Factors in Capital Structure and Its Influence on
Total Debt Ratio of Automotive Indutry. P.203-210.

NOW 3rfd. (2023) #EBHIEHE A 20 FOME ZRYIEEE © TR ZHE A, Now
fH]. Available at: https://news.now.com/home/local/player?newsld=522381 (Accessed:
26 June 2023).



Peterson, P. P., & Fabozzi, F. J. (1999). Analysis of financial statements (Vol. 54).
John Wiley & Sons.

Purnamasari, D. (2015). The effect of changes in return on assets, return on equity,
and economic value added to the stock price changes and its impact on earnings per
share. P.80-90.

Purwanti, T. (2019). An analysis of cash and receivables turnover effect towards

company profitability. P.037-044.

Rodeck, David (2023) What Is The Prime Rate Today? — Forbes Advisor Available
at: https://www.forbes.com/advisor/investing/prime-rate/ (Accessed: 03 Aug 2023).

RTHK HK (2023) pins hope on Golden Week to attract back tourists. Available at:
https://news.rthk.hk/rthk/en/component/k2/1693565-20230325.htm  (Accessed: 29
April 2023).

Sierra, J. J., & Hyman, M. R. (2011). Outlet mall shoppers' intentions to purchase
apparel: A dual-process perspective. P. 341-347.

Strouhal, J., Stamfestova, P., Klju¢nikov, A., & Vinctrova, Z. (2018). Different
approaches to the ebit construction and their impact on corporate financial

performance based on the return on assets.

Sunjoko, M. I., & Arilyn, E. J. (2016). Effects of inventory turnover, total asset
turnover, fixed asset turnover, current ratio and average collection period on

profitability. P.79-83.

The Standard (2023a) John Lee welcomes the positive effects of the Golden Week
Holidays, The Standard. Available at: https://www.thestandard.com.hk/breaking-
news/section/4/203236/John-Lee-welcomes-the-positive-effects-of-the-Golden-Week-
holidays (Accessed: 04 July 2023).

The Standard (2023b) Paul Chan urges residents to spend more to boost the economy,
The  Standard. Available  at: https://www.thestandard.com.hk/breaking-



news/section/4/205 174/Paul-Chan-urges-residents-to-spend-more-to-boost-the-

economy (Accessed: 23 June 2023).

Warrad, L. (2014). The impact of liquidity through quick ratio on share price:

evidence from Jordanian banks. P.9-14

Wilson, J. M. (2003). Gantt charts: A centenary appreciation. P.430-437.

Wu, W. T. A. (2014). The P/E ratio and profitability. JBER. P.67-76.

S s8R (2023) MIsOR et (29219) - iz FHERAR - S TREE Available
at:  https://www.midlandici.com.hk/ics/property/details/shops/Quarry-Bay/FINNIE-
STREET/29219 (Accessed: 6 Aug 2023).

Appendix A- Financial Highlighs extracted from annual report dated 31 march 2023



. FINANCIAL HIGHLIGHTS
M EE

FINANC AL PERFORMAMCE It o
¥-o-¥ Changes
KEM SR | T
R 5, 41,18 SO
o Prof £7] 40 Q%
Cisralig Proff B85 E ¥ 1045 R
Profit tar tre Vaar F A5 138 T
Piobt Almitaaatie o Foulty Hoiders R A B ET 1362 ST
B B pir Shaee SEIE=E HEZ2 I B TER
Final Oviooms per Snars SRR R THKE R =
Acrunl Dot por St S5 % E5S HichT 1l -
Drvciond Payon i Pt ST # 4644 Hlfipp HEHRE
{ms Margn £ T A pp. RS
Cperairg Magn 18 5 F/® 1415 48 pp WEHHE
el Marsjin FRIE 115% -3 pp EESE
ERIMONY deit B8 M*ﬁw 208 B
EBTITNA hiange At 3] 20 B - 17 0 MR S I7E% <1l plpl R
LRS- R FERASA RN 1.0 B
% ﬂ ﬂmm-lw 145% A0 pp B
s b0 Havenes Halz! )
T I55% 10 pp- INE D E
Fliagive Tas Hee WSS T Ol pp. BE SR
et ;"‘,'{ i i T N W TR e
':".H' : -";‘ I."l..:=' :-I-EI " 10~} ok A Jngdd | Lk - &l [EFTT ] YT
m i s [5 A b . Bl Lip L] " EsE ] - e e i
i FEE RS T L TR T
-"i' -_I.I.l-'. | ||"l' | | 'im 7__ =T

[T . B ML
Myerage ineniory Tumover Doy’ ST RERE" 356 gy
Coerny vty Ty D 0043 A2 10 i &
Camh el Bk Budrcais I R U TR Aaig ALEN
Bark Bommoenge & Gold Loans TR SR &2 WE 1255 LA
b Clisds WA 1,547 T B
Dol ko Ecpity Pt SRS L3 L 120 pp WA
e an Exuity IDE B0 W SETR RE “iapp EESE
Fetum on Torl Assals’ SR EEEE EH% =
Camant i FELLF 33 a1
W i = T
e

Appendix B- Consolidated income statement extracted from annual report dated 31

Vi



march 2023

CONSOLIDATED INCOME STATEMENT

Fir T yaar andad 31 kamn XES
EFimarsEIE s

2023 2032
Maoitn HK$000 HEE D00
fiEs FAlT TERT
Revenue WA ] 11,977,644 11,737,803
Cent of sales Ll 8 B74748T) @S0
Grosa pied! s ] 3,230,307 4,235 827
Ciher income = el T 228,650 270,344
rher Iosses net HiEm . B 9 17,208 {43,041}
Seling and disirbution costs BEEROHRAR {1,653,445) [1.626,33%
Agminstmtive axporses FERAm (214,070) (VBB T7TE
Nest renverssl abdpeeaion lor EREARMEEEAE
mmpakment kss on inancial assals BHReE. (RR il
and financial guarantes 1,832 11,7595
Operating prafil Egow B 1,576,175 1,843,224
Fnance ncorms R A 33128 o744
Finance costs 7 1 R {20,763) 3,097}
France incame. net B A 10 12362 64,247
Shars of resufts of an associate Hf.ﬁ—ﬂﬁ!ﬂlgllﬂ 19 123,146} {23 835
Profit before income Lax B FR R E 1,565,381 1,683,633
Income tex expenses MEkEy £ 280,664) 291,296
Profit for the year EMER 1,284,727 1,392,337
Praofit attributshle to: MR
Eruity holders of the Compary O EEEERA 1,284,757 1,342 384
Won-controling nomsts FEERNE {20 (=7}
1,284,727 1,392,337
Eamings per share for profit RO AEEERA
attributable to equity holders of EEE R RN
the Company during the year
Basic and diutsd ExEEAe 12 HKS2AET  HRS23TET

Tho above consclidated incoma siaterment should ba meod 0
conjunclion with e accompanmyng notes

LSS ER RN — e -

Appendix C- Consolidated statement of Comprehensive Income extracted from annual

report dated 31 march 2023
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For ey endod 31 Maron 303
EEo0cITIAIE LN

2023 2082
Motn HES000 RS D00
i Faw FET
Profit for the year FiiEH 1,284,727 1,382 337
Other comprehensive (losshincome: B IE2H (S - ®A
Marns Bhal may Do reclassiing BEgEZoETE
I profit o s W= 5
Curenoy transistion difesances: EHER
- G —EEN (502, 16T) 272004
— AN EEncias — S RESH 4 - 4,050
e Bl wal ol be rpciusafed HEFESGTEY
fo penifl! oF koss #Heras
Revaiumtion of fimancial assets at BoraEsR L EEER
tanr vakes tHeough other wAZEHNESREER
comprelansive ncoms 21 423 (B08)
Rempasumemonts of employes bonefit. B EH @8 BTN ESFGTR
 ohiigations - _ A 5,249 4,197}
Other comprehensive floss)income TR RS (S
tor the year, et of tax A HERE (496,485) 271,804
Total comprehensive income EMNSHSEA
tar the year 788,232 1,684,321
Attributable to: FRALE
— Erquity holders of the Comparty -FEEREENEA TBE,262 1,664 328
- Mon-contrelling intarests —HEREY i30) 7
Total comprehensive incoma EhREzEEEA
for the year 788,232 1,664,321
The above consolidsted statement of comprehansive income CHESTERAGBEREERSME —HE
ahoud be mad in comunction wih he accompanyirg rotes B

Appendix D- Consolidated balance sheet extracted from annual report dated 31 march
2023

Vil



CONSOLIDATED BALANCE SHEET

fFor tha pear ondod 1 kiscn 2003

ESacsksEnE L dE

As at 31 March
KaAnB
2023 2022
Mala HEKS000 HES'D00
fifd it Flw FHT
ASSETS RE
Mon-current assets E )T
Property, plant and aaguipment - R L[| 918,560 Bog 500
investment properties HEmE 17 1,127,727 1,007, 808
Figh-of-use aasets EmEEs 18 670,058 &0, Ba5
Irlerests o s Essoctale P—EReLBIEE 14 - 23146
Financisl aasets 6t far value thimugh SR EH AREEH
aiber cormprehanave |noome ErZzEHAe 2 TBE 385
Tracing leence e = 1,080 1,080
Gald loan moavabias ERELEE a2 = 41,708
Dieposits, prepayimnents and H-HOBRR
olfer recevables HiEmaER 2 80,724 A2 020
Dilomad noome tax assets BiEFEHESE 2 146,586 158,083
o . . 2,865,603 3,218,280
Current assets EWAE
Irvernionics ==} 23 B852 611 B, 768, 308
Right ol returty assets EBEEsREE 93,878 109,827
Trade recatabias BEEmEER 24 213,823 187,711
Deposits, prepaymants and i~ TR AR TE R
other ecevables HinmurREIR fr'] 440,212 413,551
Amourtt cue from an assoclate Wil —FNRC s 1 4 =
Gasird loan moavabien EREEER a2 - 18,719
Incoimie bax recoverabie o i (G F 2 i 18,724 23087
Cash and cash aquivaents REEEESEN 25 2,347,651 8,492,037
11,972,903 13,002,006
Total assets SHE 14,928,506 16,220,260
EQUITY e
Capital and reserves attributable to BETMENR A
the equity holders of BAEEHE
the Companmy
Srare capiin BE 27 58,710 58,710
Share premium fEiHEm 27 2,484,040 2,454,040
Reserves WS 28 Im 526,246
12,251 40 12,078 506
Mor-controling inerssis gL = (408 (B3
Total equity i N ER 12,290,942 12,078, 628

Appendix E- Consolidated balance sheet (continue) extracted from annual report dated

31 march 2023



CONSOLIDATED BALANCE SHEET

For 6 year ended 3% March 353
EFoaaafnEEts

Az at 31 March
HaRExA
2023 2022
Mote HKS'000 HE D00
W= T il TEmT
LIABILITIES Rl
MNon-current linbiliics FRABAMR
Dedared income tax lisbdites RiEF SR 25 59,658 7d,Ao2
Lonos labittias fREAM 18 147,608 183,013
Empioyes banefl obigations EEmAIRE X0 33872 5,480
241,153 233,153
GCurrent liabilities REAS
Trade payabies, other payahies B EmTaER-
and aocrEs [ RGN g gt o5 1,238,102 1,186 446
Friamcial guesantes coetrined B BT AR a8 38,631 36,831
Conlract liskiliies =Epi=ll 162,862 185,173
Dottt finorcad nstromant HEEHMTIR 2 - 280
Ly By b iRl i8 172 462 204,558
Bales refund 4abiites FEERSRN 193,518 a2y
Amount due 1o an assocabe EN—FRNELIEE 19 - 411
Bank Dormedngs S ER 3 115,020 1,383 351
1Goid loans - &l a2 425,114 &77,445
Cumeant Incame tax Lablties HIERAEESE 125,424 158054
2 466,431 3,508 888
Taotal liabilitios SaMm 2,707,564 4,141,741
Total equity and labilities WERA NS 149828506 1620280

The above consoldated balance shest should be resd bn b FEES S 0 EE O 0 0 0 I PR B — T R =
crjurEtiem wale e peenmparyg Rl

The consolidated financial statemants wenre opproved by the ESRFEEN AP ER 0 FHITER
Boded af Direclors an 27 June 2023 and wee signéed e s bebal  STEHTRBERESE -

by the foflowing diFeciors:
Wong Wai Sheung Chan So Kuen
ek MR
Dector Direscior
Exs yE

Appendix F- Consolidated statement of changes in equity extracted from annual report

dated 31 march 2023



A

o e

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

1 "LBEE AT ot 22 [,

I.'-;rn-.-m.u a-;zsa
BEIGILIRINDLEL

Asiriborabla o equily hotders of fhe Corpany

EEEMERAARL
M-
Sham S coritmifing Taikal
capss prmian Resenss Subfotal it iy
By EoaN o Jit FEENE WEaE
HHETD0 HEET00 000 RSO HETI0 1R OO0
Fln TAR F&rE & FER FER
ot 26
i)
For tha year sncled EExerEIga8
I Masch 2022 13-
AL A BT R RS SRR MO AT T e MR
Comprehonsive income/loss) SEEA - (BE
Profis/foms) o the e EmEiL kR - - 10800504 {30384 gn a0
Other comorohensive RESEE - 5N
Incomaifios s
Farsasciemants of erpives  BEEHETR
v bkt (harhe OO B i) - - 11 .1 - [ ¢
iy transivion cifences - [§8 58 . - ISR FTeRE - TR
Peralaton of froncisl s RO RES A HERSH
0f fi ks TP OTer aLzEHER
coinprohor neomo Mok IFEAREY (EEEE)
] - - o L] = k]
Tobsl other comprehenaive M SERE
u-;- = - IJ"IH-I 2i|_'1.ﬂ_!-ll = H!.Eﬂ
Titqud-d—hw—l' SESES - (B
finss) ) - = 1064080 16548 &N 1eaean
Transnctions with cwners  MMBAZZR
Ordurcts pad flate 1) DR ) - - MRHT e - Dlam7)
PR ST R, ... L AOD. .. OO, .
31 Moron 2022 IR n g BATI0  ZAD4 D40 D53 246 T20VAEEE MES) 1207ESIR

Xl



Appendix G- Consolidated statement of changes in equity (Continue) extracted from

annual report dated 31 march 2023

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

E-u-'rl-'.-nnrmmﬂ J'-:HI.I'E'LEEE.J
E¥IasaRNEIE e
Abiribuiabde to equity holders of the Gompany
SRR

Shane Share controiling Tkl
capitnl  premum  Aeserves  Sublotal | mieewsts egquity
Bk ESUW -1 it FEREE 0 ERRE
HELEO00 HEE 000 HES'000 HKS'000 HESO00 HESDOO
FAET IR FER FET FEn FA®

[Peate 28]
e - - - - e o - mj

For the year anded BExeIEagnE

I March 2023 e 1§
Ad 1 A 202 ExEg4BiE SETI0 - 2404040 l,ﬂ.ﬂl 'I.:!m Il- ‘I.I.ﬂ'l.ﬂl
Pl o) o e e M (R - = 12BATET 128475 B 28477
Giher camprehensive REZSEEN - (B

incomaliloss]
Hemaasuarems ot erpoves 188 AU RHE

il bbb e 30 B OBt - - 5240 ] - ]
Cumaney innsiadon difeonces  [§ % 508 - = [503,367) (502167 = [BO218T)
Rewiaion of tnancial aeasts. WD RENAERSE

a5 har v TPrough e BALZENASR

comprahondh neoma fats S HEERE EN)
] - =N - =
Totsd other comprehenatve M ERER

hoss - = (abE.A88]  (e56.405) - a5, 458
Totsl comprehansive income/ TSR A - OFH)

poss) = SR T I
Transsctions with oarrs ARELZTR
Crviciorcts puoed ot 13) DHER RE) - =  (BaSEiE)  (BASATE = WB4EEE

- - BasgIE s - s

A 31 Mwen 2029 i e R SET10 2404040  0,6GBE00 12294440 (S 42,290,043

The above comsolidaied stabemant of changes in equity shoukd e  CHEESESEHEESBEERE - ER -
read im conunclon with e BECopEamig nobes.
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Appendix H- Consolidated statement of Cash Flow extracted from annual report dated
31 march 2023

CONSOLIDATED STATEMENT OF CASH FLOWS

For 6 yaar nded 31 March 203
EEMgAEIENIB LSS

2023 2022
Paabe HEE'000 IS D00
FiaE FBT THT
Cash flows from operating activities BB HEEN
Net cosh genersted from operations BEEE >R EEE a3 1,685 341 1,133,858
Hong Koy peofits tax pald BaE&EEE (7.001) (78304
Maniand and cwarsess ncome B ER e
Met cash genersted from HEEERETTBRENB
opeenaling Bethvlies 1,341,471 788,538
Cash flows from investing activities B EEBR2RES0
Purchases of proper©ty, MEmE-BEEEGDR
plant and equipmenl (107, 260} {79,483
Prapeyment for purchass of ERmERSRES
proparties and equiprnent iR - (376,000}
Purchazes of imvestment propertes 8 B SR 7 {28} (10, Ty
Proceeds from ather reostvables ERHE-FHELH
arcie from phor disposal of & BT RnEwiRE
subisidiary ErEmE 7527 41 576
Proceeds from armaount cus from REHENERAEETR
Hong Koang Resources Holding BEREE THETEE
Company Limited {"HEKRH) et ANE el G T - 27,080
Irileres] peceved ENEE 1] 33,125 B7.344
Proceads from disposal of propey, HERK-EER
plant and squipmenl L i A B AL 2196 2,426
Net cash used In iwesiing acthvites  HEEBMEZRESEH ) {4,431} 00, TET)
Cash flows from financing activities REERZREER
Procesas from bank bomonsings ETRANRARTE 33 114,000 1,085, D00
Repayrment of bank borowings WEHGEE 33 {1,382,371) 43,117)
Procseds from gold loans with HREERS
cash setfiamant Bl EMmSHE 53 3,015,671 2,800,570
Repayment of gold ksans with REBLEEERN
casky getliament BEEE a3 (3,102,977 (2,323 A28}
Repaymient of iease babilties HEEEAE (RER N
{rehiting infenest) - | (294,158) {355,589
irtarest on bark, bomowings and foAREETHENE
ok loane 10 {12,846) {12.780)
Devidends pasd HilEE _Fl_ﬁ@1ﬂ_ 210017
Meal cash wsed n francng activiles SHEIWRMEZRELIR {2,308 469) 80,134}
Met decrease in cash and cash RERRSYARE
equivalents F R 1] {1,081 458) {120,583
Canh pnd eash souralents ot 1 Ageil B4BHEZRE R
REZHM 4,482 037 3,544,340
Exchange diferonces EHEE (112,927) 86 671
Cash and cash eguivalents FaAs1BZRERE
at 31 March HEWNH 25 2,347,651 8,400,037

Tho above consolcabed saterment of cash flows should bemad  EHIRERE S B BE BRER K —HEEW -
In corgunetion with 1he accompamang holes

Xl
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Appendix I- Calculation of accounting ratio
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Appendix J- Calculation of accounting ratio (Continue)

RS TR e o e R AR R

S iis
. firoas Profit Margin T# B -
5T
= EHE il i
25 ¥FF ot Roelit lhu ) - :2 1 M4 Creturn oo Sales, BOS)
i ) o 8l il
=z % T
T P RaAFE W BES-RAN AT R
. ; T s fida]
2 PN - -
LTIt F R AR — W
4 . L]
= pfeREE R - T P FEF (Retum on Asset. ROA) =Retum on Investment, #0010
A A SN (Dupont Formela) 7 = MWARE o B8R
EAT " SALFS
SALES T
W ERFEHAE R - E:’ir lirtarn o Tatal Assets, ROTA
i R ERIT=#fidi A EBIT - Interest gnin/loss
I |2 - - n L. S
S0 A9 N I L Y TS SRR Metarn an Basiness Ascets, ROEA
g : ROLC _ EBIT _. ERIT =
32 # AT BAEE T fietarn on lmvested Capival, ROIC
- WAB N AW (Copital Temover)
PRI % (Ret Asset Turnover)
_ EBIT ) SALES
SALES : i
AN R = B TP b T e A T - B~ REHE (Retmm on Set Asset.  RONAD
- A A ER% (Return oo Capitnl Employed, OCE)
0 WUERE rEy T e T - ﬁ E:fy Heturn on Equity, HE (After Tax)
fig e EAT SALES T4
[H-FEE % (Dupant: Batin) R X a3 % ity
x AN RNE x DS WEF 2 Bl
JLIOHT Foa Bl T
- R4 RLAERE — BOA 3 1) (-
= ERIT 2 sAles o EBT C y L EAT
SALES. [ EBIT Exuity EET
E Y i Y e
ROIC M TR - (-RE)
BTk e . A (Fiianc ] Leverage Mol tiplier)
M HARALE R RE (Before Tax)
Mt
L Hetain Eamning Ratio Bifrérih Brtoin Esrning
3L T i . o
5 AnMpmpy  OorfSustaintle Grovth Mute: | BTECA Ll Solf-smatatnably Grosth Hats, SClt-BERLEALIAILD) IAINIS 6 R0 AHIE)
LLE i Equity
EAT i 4 e iy
Fhang " i HE T e o
- - Wﬁ#mmﬁﬁﬁ'*
B i O 61 BB A R - (- R
i G AT Market Value / Earning Mensire
5 Hm EP: eLl| 3
AT g B Tetal issued comce shares
37 A - ERE PE Ratio i 1 i Share Price
B 3
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Appendix K- Calculation for new investment project

Yr Cashflow in/(out) PV of cashflow cuM Profit
Cashflow

0 (4.80) (4.80) (4.80)

1 0.37 0.34 (4.43) 0.32
2 0.41 0.35 (4.02) 0.35
3 0.44 0.34 (3.58) 0.39
4 0.48 0.35 (3.09) 0.42
5 0.52 0.35 (2.57) 0.46
6 0.54 0.33 (2.03) 0.47
7 0.55 0.31 (1.48) 0.48
8 0.56 0.29 (0.92) 0.49
9 0.57 0.27 (0.35) 0.50
10 0.59 0.26 0.24 0.52
11 0.60 0.24 0.84 0.53
12 0.61 0.23 1.46 0.54
13 0.63 0.21 2.09 0.55
14 0.64 0.20 2.73 0.56
15 0.66 0.19 3.39 0.58
16 0.67 0.18 4.06 0.59
17 0.69 0.17 4.75 0.60
18 0.70 0.16 5.46 0.62
19 0.72 0.15 6.18 0.63
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