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MARKET OVERVIEW

In the six months ended 30 September 2011 (the “Period”),
the stock market in Hong Kong has been in a slump. The
European debt crisis has escalated, while the US and other major
developed countries have started showing the signs of a slow-
down in the economy since the third quarter. On the other hand,
in the Mainland, the real estate prices and demand have been
weakened upon further tightening of monetary policies that were
promulgated by the central government to curb inflation. The
market sentiment has also been affected by the debt concern of
local governments. The abundance of uncertainties have caused
the Hang Seng Index to go down from 23,664 points as at 1 April
2011 to 17,592 points as at 30 September 2011, representing an

accumulated decrease of 25.7%.

Despite the disappointing performance of the Hang Seng
Index during the Period, the securities and derivatives markets
recorded brisk trading and The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) reported an average daily value
of transactions of HK$71.87 billion, representing an increase of
15.4% as compared with the six months ended 30 September
2010 (the “Same Period 2010”). In respect of the initial public
offering (“IPO”) market, based on the HKEx Securities and
Derivatives Markets Quarterly Report of the second and third
quarters of 2011 issued by Hong Kong Exchanges and Clearing
Limited (“HKEx”), there were 45 companies (including Main
board and Growth Enterprise Market (“GEM”) board but
excluding companies which have transferred their listing from
GEM board to Main board) newly listed with total raised funds of
HK$176.24 billion, representing an increase of 39.3% compared
to HK$126.49 billion in the Same Period 2010.

During the Period, HKEx consulted on a number of financial
reforms and has continued to develop new financial products.
Of these, the HKEx has been promoting the “Dual Tranche,
Dual Counter” (“DTDC”) trading model (in RMB and Hong
Kong dollars) to issuers and intermediaries, and has finalised
the trading arrangements and completed system upgrade for
securities trading in the DTDC model. To complement secondary
market trading in RMB-denominated securities, HKEx has
launched the “RMB Equity Trading Support Facility” for brokers
and custodians. However, as the RMB equity products are still in
the early stage and the RMB remains under-circulated in Hong
Kong, it is expected that trading is not expected to be active

upon the initial launch of the RMB-denominated securities.
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Looking ahead, the Hong Kong equity market will be exposed
to additional uncertainties in the face of the unresolved debt
crisis in Europe, the risk of further economic deceleration in
Europe and the US and the fund chain concern in the Mainland.
Notwithstanding these issues, the formulation of a preliminary
market rescue plan by the European Union in mid-October
has stimulated the risk appetite on the market, and has in turn
pushed the Hang Seng Index back to a closing of 19,865 points
on 31 October 2011, marking a monthly increase of 12.9%. With
the capital flowing back to China and Hong Kong, coupled with
the possible hold-down of inflation and the sound fundamentals
of the Hong Kong economy, we are cautiously optimistic on the

outlook for the Hong Kong equity market.

OPERATING RESULTS

During the Period, Bright Smart Securities & Commodities Group
Limited (the “Company”) and its subsidiaries (the “Group”)
reported inspiring results with strong growth in both turnover and
profits. Turnover for the Period amounted to HK$122.7 million
(Same Period 2010: HK$72.6 million), representing a significant
increase of 69.1% compared to the Same Period 2010; whereas
the net profits amounted to HK$33.0 million (Same Period
2010: HK$10.1 million), escalating by 226.7% from the Same
Period 2010. The Group’s outstanding performance during the
Period was mainly attributable to the efficacy of the branch
network expansion which has resulted in a rapid increase in the
customer base and in turn a significant increase in the brokerage
commission income. The expansion of the branch network
has brought the full play of economies of scale, powering
the increase in profits. Basic earnings per share were HK4.85
cents (Same Period 2010: HK1.88 cents). The Group does not
recommend the payment of an interim dividend for the Period
(Same Period 2010: Nil).
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TURNOVER

In 2010, 10 new branches went into operation, with their
operation gathering momentum during the Period and stimulating
remarkable increase in the number of clients. Consequently, the
Group generated a turnover of HK$122.7 million in the Period
(Same Period 2010: HK$72.6 million), significantly up by 69.1%
from the Same Period 2010.

During the Period, the turnover from the branches grew
astonishing over 6-fold to HK$52.0 million (Same Period 2010:
HK$7.1 million); whereas the turnover from the head office also
recorded a steady increase to HK$70.7 million (Same Period
2010: HK$65.5 million), representing an increase of 7.9%
from the Same Period 2010. The branches contributed 42.4%
of the total turnover (Same Period 2010: 9.8%), representing a
substantial increase of 32.6 percentage points from the Same
Period 2010.
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Amid intensive competition in the securities brokerage industry,
the Group continued to adopt aggressive marketing strategies,
including providing commission-free offers to new accounts in
order to secure the Group’s market share. Also, the Group has
launched a multi-channel trading platform during the Period to

facilitate iPhone, iPad and Android users to trade online.
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A summary of the revenue from different business segments of AEBEEB W2 WBBEHIIMT ¢

the Group is set out below:

6 months ended 30 September
BEAR=THIEAER

Proportion of Proportion of
total turnover total turnover Increase/
2011 hBEXH 2010 B (decrease)
—E--F Z LBl “E-Ef 2t Em/ CR)
HK$’000 HK$'000
TR % TR % %
Commission income from: REUATREZAEWA
— Securities brokerage — BHER 57,681 46.9% 39,487 54.4% 46.1%
— Hong Kong futures and options — BBHER LA
brokerage 23,780 19.4% 13,167 18.2% 80.6%
— Global futures brokerage — BRHEEL 7,830 6.4% 3,371 4.6% 132.3%
— IPO brokerage — BRAHBERR 2,710 2.2% 2,214 3.1% 22.4%
— Stock options brokerage — REERELY 1,422 1.2% — — —
Interest income from margin HFREEFSBA
financing 28,564 23.3% 12,322 17.0% 131.8%
Interest income from IPO financing &)X ABIREREFEWA 700 0.6% 1,993 2.7% (64.9%)
122,687 100% 72,554 100% 69.1%

Turnover breakdown by business segments
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Securities brokerage
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Hong Kong futures and options brokerage
FRME KRR

Global futures brokerage
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IPO brokerage
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1 6 months ended 30 September 2011
HEZ——FNA=THILXEA
M 6 months ended 30 September 2010
HEZ-ZFNA=THIXEA

Interest income from margin financing
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Interest income from IPO financing H'?$'900
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1. Securities brokerage EFERE
The Group’s commission income from securities brokerage REBRAPEESRLCASWAESS7.7
for the Period amounted to HK$57.7 million (Same Period BEBRN(CEZE-ZEFBP 39588 B
2010: HK$39.5 million), representing an increase of ) B-E-ZEREBIEMN6.1% HEE
46.1% as compared to the Same Period 2010, and which BEEA6.9%  NEBEBIBZERREEHE
accounted for 46.9% of the total turnover. During the 87,686 BT B_Z—ZFEHARLHE
Period, the total value of transactions recorded by the 77262188t R 13.5% HEMS » &
Stock Exchange was HK$8,768.6 billion, representing an SEEFSLLHESRAZBREBRTERR
increase of 13.5% as compared to HK$7,726.2 billion 2R (EESL) BERATRR -
for the Same Period 2010. In comparison, the Group’s
securities brokerage segment significantly outperformed
the market, recording a growth in commission income that
far exceeded the growth (in terms of percentage) in market
turnover.

HK$'M Turnover from securities brokerage HK$’B  Value of transactions of the Hong Kong stock market

BEET EECLEXE TEET ERRETHBRAREHE

80 12,000

70 8,768.6

60 > 7,726.2 135% a

o ’ 8,000

40 :

30 4,000

20

10

0 2010 0 2010 2011
—TFF —ETHF —-F—

6 months ended 30 September

6 months ended 30 September
BENA=THIEAEA

HEANA=TRILAER

FEERAHBELTEBRRGREEBLL
R# - A RERBHELEBHBEDSHK
B AEEER-2——F+—- AEHIMK
REEERY - AEERERARL  AEEE
BEEELHMBERNEZCLRY - EE2R
—BIHNBE  BEREEFELEKATR
BRED -

During the Period, the Group launched brokerage services
for China B shares and Taiwan securities, however the
global securities brokerage business is still in its infancy. In
November 2011, the Group launched Singapore securities
trading services. To promote the internationalisation of
its products, the Group will continue to roll out securities
brokerage services of other countries. It is expected that
the global securities brokerage business will have desirable

growth potential under the trend of globalisation.
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Hong Kong futures and options brokerage

During the Period, the Group’s Hong Kong futures and
options brokerage segment delivered a commission income
of HK$23.8 million (Same Period 2010: HK$13.2 million),
representing a significant increase of 80.6% as compared
to the Same Period 2010, and which accounted for 19.4%

of the total turnover.

Global futures brokerage

Global futures trading has been stimulated by wavering
in the global market, and during the Period commission
income from global futures brokerage increased by 132.3%
from the Same Period 2010 to HK$7.8 million (Same
Period 2010: HK$3.4 million), accounting for 6.4% of the
total turnover. During the Period, the Group introduced 13
new global futures products, extending the total number of

global futures products to 50 as at 30 September 2011.

Stock options brokerage

To meet customer needs, the Group also provides stock
options trading services. During the Period, the stock
options brokerage recorded an income of HK$1.4 million
(Same Period 2010: Nil), accounting for 1.2% of the total
turnover. As stock options are highly leveraged investment
products, the Group stringently monitors the deposit
level in the stock option accounts and makes adjustments
according to the market situation in order to implement

sound risk control.

Margin financing

The Group has been offering competitive margin rates to
its clients. During the Period, the interest income generated
from margin financing was HK$28.6 million (Same
Period 2010: HK$12.3 million), representing a significant
increase of 131.8% from the Same Period 2010, and which

accounted for 23.3% of the total turnover.

11.

1.

1v.
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VI.  IPO brokerage and IPO financing

During the Period, although the amount of funds raised
through IPO of newly listed companies increased by
39.3% compared to the Same Period 2010, there has been
a shrinkage in the scale of new share subscription by
customers. This is as a result of the sluggish response to
Hong Kong public offering under the impact of the market
sentiment, and the interest income from IPO financing
decreased by 64.9% to HK$0.7 million (Same Period
2010: HK$2.0 million). However, due to an increase in
the total value of new shares allotted to customers during
the Period, the commission income from IPO brokerage
amounted to HK$2.7 million (Same Period 2010: HK$2.2
million), representing an increase of 22.4% from the Same
Period 2010.

OVERVIEW OF BRANCH NETWORK AND CLIENTELE

The Mong Kok Second Branch commenced operation in May
2011. The total number of branches therefore has increased
to 12 (excluding the head office in Central), covering the
population-dense areas in Hong Kong. To enhance its customer
service level, the Group has implemented seven-day operation
at selected branches since July 2011, making it more convenient
for customers to open accounts, participate in seminars and have

access to account services seven days a week even on Sundays.

Benefiting from the Group’s expanded branch network, and the
attraction of new customers by different promotion campaigns
launched during the Period, the total number of net new client
accounts opened (after deducting the number of client accounts
closed) reached 11,143 (Same Period 2010: 5,515), representing
a growth of 102.1% from the Same Period 2010. Among the
new client accounts opened, 755 and 10,388 were attributable
to the head office and the branches respectively, accounting for
6.8% and 93.2% of total number of new client accounts opened
respectively (Same Period 2010 — head office: 16.1%; branches:
83.9%). As at 30 September 2011, the Group’s total number of
client accounts amounted to 43,524, representing an inspiring
growth of 34.4% from 32,381 accounts as at 31 March 2011.

VI. BEXABRELEREANAFREHE

B REFLTOAERLBEBRNEESE
R—E—ZFFIEM39.3%  BEZHEREA
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Number of new client accounts opened*

HEYFEO*

5,515
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11,143

2011
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6 months ended 30 September
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Total number of client accounts
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OPERATING EXPENSES HERX

During the Period, the Group recorded operating expenses REBRAPELCLHEEAI10148EET(ZE—
of HK$101.4 million (Same Period 2010: HK$68.0 million), TERHE 680 FEERT) R-ESE—FEREHIE N
representing an increase of 49.1% from the Same Period 2010. 49.1% « KEMTERTIEGREABEELERT
The increase in operating expenses was mainly attributable to BATEE UBETIRAREKEBERESZLEH -
the increase in business and the operation of new branches MM AR EEREERXUREEREXER
during the Period, leading to increased staff costs and business- DRITH#34.6%K68.8%  BRANRAKQRENZ
related expenses. However, advertising and promotion expenses E-EFENA LT HEANEERXREZERT —
as well as legal and professional fees, have decreased by 34.6% IR o IREBIZ AT -

and 68.8% respectively during the Period, due to the one-off
nature of the promotion expenses, and professional fees payable
in relation to the listing of the Company in August 2010. Details

of the operating expenses are set out below:

6 months ended 30 September

BENAA=1THLEAEAR Increase/
2011 2010 (decrease)
—B——F —E-Z2F  #mWCED)
HK$’000 HK$’000
FET FHET %
Staff costs BIKA 40,765 25,008 63.0%
Depreciation e 5,199 3,121 66.6%
Finance costs B % B AR 8,695 2,734 218.0%
Advertising and promotion expenses E&HEREEHX 3,282 5,015 (34.6%)
Handling and settlement expenses FEERGEEER 9,466 4,761 98.8%
Commission expenses to overseas EEMREEZAzEE
brokers 2,221 1,261 76.1%
Information and communication EAMRBEARX
expenses 10,353 6,117 69.3%
Rentals, rates and building HE  ZREFERE
management fees 14,476 9,311 55.5%
Legal and professional fees FEEREESBR 1,431 4,592 (68.8%)
Miscellaneous expenses MIEMX 5,529 6,102 (9.4%)
101,417 68,022 49.1%

12
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FUTURE PLANS

HKEx’s launch of various reform measures to enhance the
Hong Kong financial market, such as the extension of trading
hours, the development of RMB structural products, the
enhancement of the trading system, the alliance with overseas
financial markets and the proposed night-time trading of futures,
positively contributes to the investment environment in Hong
Kong and to increasing the competitiveness of the Hong Kong
financial market. Notwithstanding the uncertainties in the global
economic prospects, the Group is optimistic about the long-term

development of the financial market in Hong Kong.

The Group will continue to strive for a bigger market share by
implementing aggressive marketing strategies, and to launch
new products in response to market conditions to meet the
diverse needs of its customers. To further extend the success of
the low-commission strategy in the past, the Group launched
new fee schedules for the trading of callable bull/bear contracts
(“CBBCs”) and warrants at a flat rate of HK$4.88 for each
transaction in October 2011. The new “HK$4.88” fee has broken
the lowest commission fee level for trading CBBCs and warrants
among securities companies in Hong Kong, further fortified the
Group’s leading position as the “King of Low Commission”.
Moreover, in view of more investors engaging in short-term
trading, the Group launched the “Day Trade” (ZR%) margin
financing services for securities trading in the same month. Since
their launch, the new “HK$4.88” fee and the “Day Trade” (&
B #5 ) margin accounts have received overwhelming market
response. The Group believes that these new campaigns have
helped to further broaden its customer base and rapidly increase

its market share, lifting the Group to new heights.

In July 2011, the Group’s wholly-owned subsidiary, Bright
Smart Futures & Commodities Company Limited, was approved
as a broker member of the Hong Kong Mercantile Exchange
(“HKMEX”) to provide futures products launched by HKMEx.
The Group will also continue to enrich its portfolio of global
investment products, and Singapore securities trading services

were launched in November 2011.

o B o B A AT
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The Group is currently identifying opportunities to enter the
Mainland market and is exploring feasible business models.
The Group is negotiating possible co-operation with different
Mainland financial websites, with the aim of increasing the
Group's presence through the live broadcast of the “Bright Smart
Finance Channel” (87 Bf & &) on Mainland websites. The
Group is also preparing for the launch of assets management

business.

In terms of branch development, the Group plans to open a new
branch in Quarry Bay, scheduled to be completed early 2012, in
the pursuit of further enhancing its branch network. The Group
will continue to implement seven-day operation in selected
branches in an effort to enhance their customer service level and
at the same time attract new customers with extended service

hours.

As for internal management, the Group will continue to adopt
stringent risk and credit control as well as prompt response
measures in accordance with market changes, in order to ensure
the sound management of capital risks and accounts receivable
from margin clients. The Group will also proactively enhance its
management efficiency and cost control efforts with the objective

of further raising its profitability.

CAPITAL STRUCTURE, LIQUIDITY AND FINANCIAL
RESOURCES

As at 30 September 2011, the net current assets of the Group
increased by HK$26.6 million or 6.7% to HK$422.9 million
(31 March 2011: HK$396.3 million). The Group’s current ratio,
which is current assets divided by current liabilities, was 1.44 as
at 30 September 2011 (31 March 2011: 1.30).

The Group’s bank deposits, bank balances and cash amounted
to HK$272.3 million as at 30 September 2011 (31 March 2011:
HK$349.9 million), decreased by 22.2% compared with that
as at 31 March 2011. The decrease was mainly attributable to
the combined effect of the net repayment of bank borrowings
of HK$323.0 million, loan proceeds from a related company
of HK$100.0 million, the decrease in accounts payable of
HK$140.4 million and the decrease in accounts receivable of
HK$248.9 million.
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As at 30 September 2011, the Group had bank borrowings and a
loan from a related company worth a total of HK$592.0 million
(31 March 2011: HK$815.0 million) which are primarily at fixed
rates. The bank borrowings were primarily collateralised by the
Group’s margin clients’ securities pledged to the Group. The
Group’s gearing ratio, which is the total borrowings divided by
the total shareholders’ equity, was 128.1% as at 30 September
2011 (31 March 2011: 184.6%).

CAPITAL MANAGEMENT

The Group actively and regularly reviews and manages its
capital structure and make adjustments to the capital structure
in light of changes in economic conditions. The Group ensures
each licensed subsidiary maintains an adequate liquid capital
level to support the level of activities, with a sufficient buffer to
accommodate increases in liquidity requirements arising from
potential increases in the level of business activities. During the
Period, all the licensed subsidiaries complied with the liquid
capital requirements under the Securities and Futures (Financial

Resources) Rules (“FRR”).

CHARGES ON ASSETS
No asset of the Group was subject to any charge as at 31 March
2011 and 30 September 2011.

CONTINGENT LIABILITIES

As at 30 September 2011, the Company’s subsidiaries engaging
in securities and futures broking had secured banking facilities
from authorised institutions for a total amount of HK$466 million
(31 March 2011: HK$466 million). The Company has issued
corporate guarantees for a total principal amount of HK$466
million (31 March 2011: HK$466 million) for these facilities. As
at 30 September 2011, the subsidiary has utilised HK$20 million
of these aggregate banking facilities (31 March 2011: HK$145

million).

As at 30 September 2011, the Directors did not consider it
probable that a claim would be made against the Company

under any of the guarantees.

OPERATING LEASE COMMITMENTS AND CAPITAL
COMMITMENTS

The operating lease commitments as at 30 September 2011 were
HK$38.9 million (31 March 2011: HK$51.5 million). The Group
did not have any material capital commitment as at 31 March
2011 and 30 September 2011.
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EMPLOYEES AND REMUNERATION POLICIES

As at 30 September 2011, the Group had a work force of 224
employees (31 March 2011: 228 employees). Remuneration
packages for the Group’s employees are determined with
reference to the personal performance and experience
of individuals. In order to ensure the reasonableness and
competitiveness of the employee remuneration and stay in
line with market trends, the Group reviews its employee
remuneration on a regular basis. In addition to basic salary, the
Group also provides a bonus scheme which is based on the
Group’s performance, and a share option scheme, to motivate its
employees for the Group’s long-term growth and development.
The Group also provides appropriate training and development
programmes to its employees to enhance the staff’'s work ability

and personal effectiveness.

SIGNIFICANT ACQUISITION AND DISPOSAL OF
SUBSIDIARIES
During the Period, the Company did not make any significant

acquisitions and disposals of subsidiaries.

RISK MANAGEMENT

Credit risk

The Group’s credit risk is primarily attributable to accounts
receivable due from clients, brokers and clearing houses.
Management has a credit policy in place and the exposure to

credit risk is monitored on an ongoing basis.

In respect of accounts receivable due from clients, individual
credit evaluations are performed on all clients including cash
and margin clients. Cash clients are required to place deposits
before the execution of any purchase transactions, as prescribed
by the Group’s credit policy. Receivables due from cash clients
are due within the settlement period commonly adopted by
the relevant market convention, which is usually within a few
days from the trade date. Because of the prescribed deposit
requirements and the short settlement period involved, the
credit risk arising from the accounts receivable due from cash
clients is considered small. The Group normally obtains liquid
securities and/or cash deposits as collateral for providing margin
financing to its clients. Margin loans due from margin clients
are repayable on demand. For commodities and futures broking,
an initial margin is required before opening a trading position.
Market conditions and the adequacy of securities collateral and
margin deposits of each margin account and futures account are
monitored by the management on a daily basis. Margin calls and

forced liquidation are made where necessary.
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In respect of accounts receivable from brokers and clearing
houses, credit risks are considered low as the Group normally
enters into transactions with brokers and clearing houses which
are registered with regulatory bodies and which have a sound

reputation in the industry.

The Group has no significant concentration of credit risk as

credits are granted to a large population of clients.

The Group does not provide any other guarantees which would

expose it to credit risk.

Liquidity risk

Individual operating entities within the Group are responsible
for their own cash management, including the raising of loans
to cover expected cash demands, and ensuring compliance with
FRR. The Group’s policy is to regularly monitor its liquidity
requirement and its compliance with lending covenants, to
ensure that it maintains sufficient cash reserves and adequate
committed lines of funding from major financial institutions to

meet its liquidity requirements in the short and long term.

Interest rate risk

The Group charges interest to its margin clients on the basis of its
cost of funding plus a mark-up. Financial assets such as margin
loans and deposits with banks, and financial liabilities such as
bank loans and loans from related companies are primarily at
fixed rates. The Group’s income and operating cash flows are not

subject to significant interest rate risk.

Foreign currency risk

The Group’s business is principally conducted in Hong Kong
dollars (“HKD"”) and United States dollars (“USD”), and most of
the Group’s monetary assets and liabilities are denominated in
HKD. As the HKD is pegged to the USD, the Group considers
the risk of movements in exchange rates between the HKD and
the USD to be insignificant. Accordingly, the Directors consider

the Group’s exposure to foreign currency risk as minimal.
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
LISTED SHARES

Neither the Company nor any of its subsidiaries had purchased,
sold or redeemed any of the Company’s listed shares during the
Period, other than as an agent for clients of the Company or its

subsidiaries.

SHARE OPTION SCHEME

On 4 August 2010, the Company conditionally approved and
adopted a share option scheme (the “Scheme”) for the purpose of
enabling the Group to grant share options to selected participants
as incentives or rewards for their contribution to the Group. As
at 1 April 2011, a total of 18,348,000 share options had been

granted and none of which was exercised during the Period.

Particulars of the movement of the options held by each of the
Directors, the employees of the Company and its affiliates (other
than the Directors) in aggregate and other participants granted

under the Scheme during the Period were as follows:
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Options held
Options held at30
at 1 April Options Options Options Options  September
2011 granted exercised cancelled lapsed 2011
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Executive Directors:
HirEs:
Mr. Yip Mow Lum - - - - - - - - -
34 Vi
Mr. Chan Kai Fung 2,000,000 - - — - 2,000,000 1122500272011 25/02/2011— Nil
WAL 241022013
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Mr. Kwok Sze Chi 2,000,000 - - - — 2,000,000 112250022011 25/022011— Nil
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Options held
Options held at30
at 1 April Options Options Options Options September
2011 granted exercised cancelled lapsed 2011
W=B--£  duringthe  duingthe  duringthe  duringthe H=F--F
A-B Period Period Period Period  AAZTH Exercise  Date of Exercise Vesting
KR TEBARY  ABERTE  AEEAEE  AHEAKY 2 price  grant period conditions
B ZERE LERE ZERE ZERE BhE fkE RHAE s BERM
HKS
B
Mr. Chan Wing Shing, 400,000 - - - — 400,000 112 25/0220m 25/02/2011— Nil
Wilson 24/02/2013
RAsHTE Z3--52f Z3--52f B
I il “TERZ
“F-zf
~R=1mA
Independent Non-
executive Directors:
BIkefEs:
Mr. Yu Yun Kong 666,000 — — — — 666,000 112250022011 25/0212011— Nil
REBRE 240022013
Z2--fCf ZE--fZf B
Zt1iA ZtERZ
“E-zF
“AZ1EA
Mr. Szeto Wai Sun 666,000 - — — — 666,000 1122500222011 25/0212011— Nil
G 2y 240022013
Z2--fCf ZB--EZf B
ZtIH ZTERE
“E-zF
“RZ1EA
Mr. Ling Kwok Fai, 666,000 — — — — 666,000 1122500222011 25/0212011— Nil
Joseph 2410212013
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Others:
Aft:
Employees 8,450,000 — - — (2,080,000) 6,370,000 11225002201 25/02/2011— Nil
8 240001013
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Consultants and 3,500,000 — - - - 3,500,000 11225002201 25/02/2011— Nil
contractors 2410212013
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18,348,000 - - - (2,080,0000 16,268,000
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Note: Due to the significant drop in the price of the shares of the
Company (the “Shares”) resulting from global market downturn, the
outstanding options no longer served as effective incentives for the
grantees as the exercise price was much higher than the current
market price of the Shares. To preserve the effectiveness of these
share options as an incentive and reward, all outstanding options
were cancelled and new options were granted on 13 October
2011. The exercise price of the new option is HK$0.69. These
options have no vesting condition and are then exercisable within

a period of two years.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 September 2011, the Directors and Chief Executives of
the Company and their associates had the following interests in
the shares and underlying shares and debentures of the Company
and its associated corporations (within the meaning of Part XV
of the Securities and Futures Ordinance (“SFQ”)), as recorded in
the register required to be kept under Section 352 of the SFO or
as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”):

(A) Interests in shares and underlying shares of the Company

Bt ARBREBRTEE . AAFNROGTRE D NE
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Approximate
percentage of the

issued share capital

HEBITREZ
Name of Director Nature of interest Long/short positions Number of shares BAOasL
BEEnf BEME B RR R EE (%)
Mr. Yip Mow Lum (Note) Interest in a controlled Long 450,000,000 66.2%
ERMEE (M) corporation "e

ZEREEER

Mr. Yip Mow Lum Beneficial owner Long 36,012,000 5.3%
BRMEE BEREAA "R

Note: The 450,000,000 shares were held by New Charming Holdings
Limited, a company wholly owned by Mr. Yip Mow Lum, Chairman
of the Board of Directors of the Company (the “Board”). Therefore,
Mr. Yip Mow Lum is deemed to have an interest in these shares.

BitaE © 450,000,000 RN HIFTRBEBRERAT(RLQT
EER((EEGNEIEERMEELEREG2AT)
BE Bl EEMEEBEEARZERDTES
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Save as disclosed above, as at 30 September 2011, none of the
Directors or Chief Executives of the Company or their associates
had any interest or short position in the shares, underlying
shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) as
recorded in the register required to be kept under Section 352 of
the SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

(B) Share options

The interests of the Directors and Chief Executives in the
share options of the Company are detailed in the section

headed “Share Option Scheme” on page 18.

Save as disclosed above, at no time during the Period,
the Directors or Chief Executives (including their spouses
and children under 18 years of age) had any interest in,
or had been granted, or exercised, any rights to subscribe
for shares (or warrants or debentures, if applicable) of the
Company or its associated corporations required to be

disclosed pursuant to the SFO.

INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL
SHAREHOLDERS IN THE SHARE CAPITAL OF THE COMPANY
As at 30 September 2011, the interests of substantial shareholders
in the shares or the underlying shares of the Company which
were required to be notified to the Company pursuant to
Divisions 2 and 3 of Part XV of the SFO, or which were required
to be recorded in the register to be kept by the Company under

section 336 of the SFO were as follows:
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Approximate
percentage of the
issued share capital

HEBRITRAZ
Name of shareholder Nature of interest Long/short positions Number of shares BAOBas
RERE R BEME BRRE R BE (%)
New Charming Holdings Beneficial owner Long 450,000,000 66.2%
Limited BREAA HR
FRAZERERATE
Mr. Yip Mow Lum (Note 1) Interest in a controlled Long 450,000,000 66.2%
BERMEE(WFET) corporation Ha
ZEEE RS
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Approximate
percentage of the
issued share capital

HERITREZ
Name of shareholder Nature of interest Long/short positions Number of shares MABED
RERE EaME 387 RHEE (%)
Mr. Yip Mow Lum Beneficial owner Long 36,012,000 5.3%
EEMEE BREEA )
BOCOM International Beneficial owner Long 50,000,000 7.4%
Holdings Company BREAA HR
Limited
RREFPRIER B R AT
Bank of Communications Interest in a controlled Long 50,000,000 7.4%
Co., Limited (Note 2) corporation HR
RBERITBROBRAR SEEERSE
(Bt 2)
Notes: Hiat -

(1) The 450,000,000 shares were held by New Charming Holdings
Limited, a company wholly owned by Mr. Yip Mow Lum,
Chairman of the Board. Therefore, Mr. Yip Mow Lum is deemed to
have an interest in these shares.

2) The 50,000,000 shares were held by BOCOM International
Holdings Company Limited, a company wholly owned by the
Bank of Communications Co. Limited. Therefore, the Bank of
Communications Co. Limited is deemed to have an interest in
these shares.

Save as disclosed above, as at 30 September 2011, there was
no other person who had any interest or short position in the
shares or underlying shares of the Company which would fall to
be disclosed to the Company under the provisions of Divisions
2 and 3 of Part XV of the SFO, or which were recorded in the
register required to be kept by the Company under Section 336
of the SFO, or as otherwise notified to the Company and the
Stock Exchange.

CHANGES OF DIRECTORS’ INFORMATION

Pursuant to Rule 13.51B(1) of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”), the changes in Directors’ information are set out below.

(@)  With effect from 1 February 2011, the director’s fees of
Mr. Kwok Sze Chi and Mr. Chan Wing Shing, Wilson were
increased from HK$100,000 and HK$45,000 per month to
HK$110,000 and HK$55,000 per month respectively.

(1) 450,000,000 BB HHFTRALERERAF(EEE
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Tt K 45,0008 TIRAZE A 110,000 TR
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(b)  With effect from 1 July 2011, the director’s fees of Mr.
Yu Yun Kong, Mr. Szeto Wai Sun and Mr. Ling Kwok Fai,
Joseph were increased from HK$140,000, HK$120,000 and
HK$100,000 per annum to HK$154,000, HK$132,000 and
HK$110,000 per annum respectively.

Save as disclosed above, there is no other information required

to be disclosed pursuant to Rule 13.51B(1) of the Listing Rules.

COMPLIANCE WITH THE CODE ON CORPORATE
GOVERNANCE

The Board is committed to maintaining a high standard of
corporate governance. During the Period, the Company had
fully complied with the code provisions set out in the Code on
Corporate Governance Practices contained in Appendix 14 to

the Listing Rules.

COMPLIANCE WITH THE MODEL CODE

The Company has adopted the Model Code as set out in
Appendix 10 of the Listing Rules regarding securities transactions
by the Directors. The Company has made a specific enquiry
to all Directors regarding any non-compliance with the Model
Code. All Directors confirmed that they have fully complied
with the required standard set out in the Model Code during the
Period.

AUDIT COMMITTEE

The primary duties of the Audit Committee of the Company
are to review and supervise the financial reporting process and
internal control procedures of the Group. The Audit Committee,
together with the external auditor of the Group, KPMG, has
reviewed the accounting principles and practices adopted by the
Group and discussed internal controls and financial reporting
matters concerning the unaudited consolidated results of the

Group for the six months ended 30 September 2011.

By Order of the Board

Chan Kai Fung

Chief Executive Officer and Executive Director

Hong Kong, 22 November 2011
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Bright Smart Securities A BH

Consolidated Statement of Comprehensive Income

A 4 T WL 48 3R

For the six months ended 30 September 2011 — unaudited (Expressed in Hong Kong dollars)
BE-Z-——FAA=THLENER — REFXR(BTIIR)

Six months ended 30 September
BENRA=1THLEXEAR

2011 2010
—E——fF —E-=F
Note $ $
Bt JT JT
Turnover =2 4 122,687,201 72,553,567
Other revenue Hibki 5 17,679,882 8,350,771
Other net gain/(loss) Hitz / (&518 ) $5E 6 364,835 (759,729)
Staff costs STRA (40,765,104) (25,007,716)
Depreciation e (5,199,052) (3,120,888)
Other operating expenses Hih & (46,758,342) (37,158,681)
Profit from operations R A 48,009,420 14,857,324
Finance costs B AR AR 7(a) (8,694,819) (2,734,467)
Profit before taxation BREL AR 7 39,314,601 12,122,857
Income tax FriE%i 8 (6,347,058) (2,056,488)
Net profit and total comprehensive ERRREGHR
income attributable to equity HMAREEKRERE
shareholders for the period 32,967,543 10,066,369
Earnings per share BREF 9
Basic and diluted (cents) HARR#EL) 4.85 1.88

The notes on pages 30 to 59 form part of this interim financial

report.

E30E59 A2 MEBRATHMBHRERL P E D
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Consolidated Statement of Financial Position
2 A S
&5 A B R UL R
At 30 September 2011 — unaudited (Expressed in Hong Kong dollars)
RZZB——FhA=1+H — REBZCABTIIR)
At At
30 September 31 March
2011 2011
R=B——F RZZ——F
AA=+H =A=+—H
Note $ $
FEE JT JT
Non-current assets IRBEE
Fixed assets BEEEE 12 28,315,022 23,897,559
Deferred tax assets EERIBEE 469,358 —
Other non-current assets HiIERBEE 10,668,646 21,868,923
Total non-current assets kRBEEHAE 39,453,026 45,766,482
Current assets REBEE
Accounts receivable FEUBR TR 13 1,095,698,185 1,344,636,595
Other receivables, deposits and HEWFIE - RER
prepayments FEfTRIE 14 11,042,453 12,885,488
Taxation recoverable AT UK B 1E — 1,818,947
Cash and cash equivalents RERBESEEY 15 272,270,383 349,858,257
Total current assets REBEEHAE 1,379,011,021  1,709,199,287
Current liabilities REEE
Accounts payable FEFBRFR 16 335,594,866 475,966,075
Accrued expenses and other payables FEETRA X R H A e FIE 17 20,889,953 19,751,202
Bank loans RITER 18 492,000,000 815,000,000
Amount due to a related company FEEE R RFIE 21(a)(iii) 100,000,000 —
Current taxation B EA%A 18 7,666,828 2,154,300
Total current liabilities FEBEERAE 956,151,647 1,312,871,577
Net current assets REEEZRE 422,859,374 396,327,710
Total assets less current liabilities EEABRABAERE 462,312,400 442,094,192
Non-current liabilities kRBEE
Deferred tax liabilities EERIEAE — 515,059
NET ASSETS EEFRE 462,312,400 441,579,133
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Bright Smart Securities A BH

Consolidated Statement of Financial Position

A5 £ B 5K DL AR

At 30 September 2011 — unaudited (Expressed in Hong Kong dollars)
REB——FAA=+H — REFXR(BUBTIIR)

At At
30 September 31 March
2011 2011
R=ZZB——F HRZB——F
hA=+8 =A=+—H
Note $ $
S 7T 7T
EQUITY =
Share capital [N 19(a) 203,904,600 203,904,600
Share premium BR=RE 19(c) 180,021,232 192,255,508
Merger reserve EOHEEE 19(c) (19,999,991) (19,999,991)
Share option reserve B 19(c) 2,437,828 2,749,525
Retained profits REB A 95,948,731 62,669,491
TOTAL EQUITY e 462,312,400 441,579,133
The notes on pages 30 to 59 form part of this interim financial F30E59EZMTFBAARTHMBEREEL RIS ©
report.
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Consolidated Statement of Changes in Equ ity
For the six months ended 30 September 2011 — unaudlted Expressed in Hong Kong dollars)
HE-Z——FAAZF+HLAER — REBZAETIITR)
Share Share Merger  Share option Retained
capital premium reserve reserve profits Total
e RiiaE AftRE  BRERE REEF @it
Note $ $ $ $ $ §
Balance at 1 April 2010 RZZ2-2EMA-BzkH 130,000,009 - - — 22,051,423 152,051,432
Changes in equity for BE-Z2-ZFhAZTH
the six months ended LEABR 2 EEEE !
30 September 2010:
Merger reserve arising BEAREZAHEE
from reorganisation (130,000,001) — (19,999,991) — — (149,999,992)
Issue of shares pursuantto  RIEBARTRH
reorganisation 149,999,992 — — — — 149,999,992
Issue of shares in Initial Public HRAREERZTRH
Offering 53,904,600 233,574,602 — — — 287,479,202
Share issuance costs RH#TER —  (41,319,094) - - —  (41,319,094)
Profit and total comprehensive  H3iERIR 2ERALLE
income for the period = = = — 10,066,369 10,066,369
Balance at 30 September 2010 R=E-FEHRA=+A
28 203,904,600 192,255,508  (19,999,991) — 32,117,792 408,277,909
Balance at 1 October 2010  R=B-FE+H-Az&tH 203,904,600 192,255,508  (19,999,991) — 32,117,792 408,277,909
Changes in equity for BE-E--F=fA=t-AL
the six months ended AR REED
31 March 2011:
Equity-settled share-hased BEHEERGAH
payments — — — 2,749,525 — 2,749,525
Profit and total comprehensive EiR'EFIR 2 ARALE
income for the period — — — — 30,551,699 30,551,699
Balance at 31 March 2011 R=ZF--#ZfA=+-8
&8 203,904,600 192,255,508  (19,999,991) 2,749,525 62,009,491 441,579,133
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Bright Smart Securities A BH

Consolidated Statement of Changes in Equity

For the six months ended 30 September 2011 — unaudited (Expressed in Hong Kong dollars)

HE-Z-——FAA=THILAER — REFXL(BTIIR)

Share Share Merger  Share option Retained
capital premium reserve reserve profits Total
e RiiaE At BRERE REER @t
Note $ $ $ $ $ $
(i Tt Tt Tt Tt Tt b
Balance at 1 April 2011 RIZ-—-FMA-H2&8 203,904,600 192,255,508  (19,999,991) 2,749,525 62,609,491 441,579,133
Changes in equity for BZ-B--£hA=1H
the six months ended IEAER 2 EEEE
30 September 2011:
Profit and total comprehensive HREFIK 2ERALE
income for the period — — — — 32,967,543 32,967,543
Lapsed share options AN BRE — — — (311,697) 311,697 —
Dividend declared during HRERKRE
the period 19(b) —  (12,234.276) — — —  (12,34276)
Balance at 30 September 2011 R=Z——FNB=1H
28 203,904,600 180,021,232 (19,999,991) 2,437,828 95,948,731 462,312,400

E30E59HZMEBRATHRMBHREAL DD

The notes on pages 30 to 59 form part of this interim financial

report.
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Condensed Consolidated Cash Flow Statement

il B %% 7 Bl 4 i B 5%

for the six months ended 30 September 2011 — unaudited (Expressed in Hong Kong dollars)
BHECZ——FAAZTHLERNER — REEZUETIITR)

Six months ended 30 September
BENAA=THLEXEAR

2011 2010
—E——fF —E-FF
Note $ $
Bt 7T 7T
Cash generated from/(used in) operations && %8 (FiA)RE 175,957,736 (2,707,961,422)
Tax paid [SRRE 2 — —
Net cash generated from/(used in) REFEHME (A RSFHE
operating activities 175,957,736 (2,707,961,422)
Net cash used in investing activities RETBARSFEE (9,616,515) (17,993,795)
Net cash (used in)/generated from METE (A FBRSEHE
financing activities (243,929,095) 2,903,965,641
Net (decrease)/increase in cash and HERBESSEYWCORD)
cash equivalents FE (77,587,874) 178,010,424
Cash and cash equivalents at 1 April REB—BZERERESEEY 349,858,257 157,531,612
Cash and cash equivalents at RAA=Z+HZAE
30 September RRESEEY 15 272,270,383 335,542,036
The notes on pages 30 to 59 form part of this interim financial BI0ESIHZMERBRAP I BREEPED o
report.
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Notes to the Unaudited Interim Financial Report

AR 8 A % b ] B i B R

(Expressed in Hong Kong dollars unless otherwise indicated)

(BREBEMI - LUBITHIR)

1. GENERAL INFORMATION
Bright Smart Securities & Commodities Group Limited

(“the Company”) was incorporated in the Cayman Islands

on 4 August 2009 as an exempted company with limited

liability under the Companies Law, Cap 22 (Law 3 of

1961, as consolidated and revised) of the Cayman Islands.

The consolidated interim financial report of the Company

as at and for the six months ended 30 September 2011

comprises the Company and its subsidiaries (together

referred to as the “Group”).

The Company had direct or indirect interests in the

following subsidiaries, all of which are private companies,

particulars of which are set out below:

Name of company

Place and date of

incorporation

Issued and fully
paid-up capital

—REHR
BAZLSEMEEERARN(A2ANR=-R
ZENFENALNERBASESEAFENER

AE(—NAAR—FE=EM - BRESRENE
MEHRBEMALAERZERATF - A2 F
BE-_Z——FAA=T+HLEREAZGET
R EBEA DR REMEQE (S A
£ME]) -

ARABRRUTHEARBEEEZESEEES
ZEMBARGRIALRE  HFBEWT ¢

Attributable

equity interest  Principal activities

NCIEE FE AR S 3t B K B AR ERITREHRE BhERAER ETEEHR
direct indirect
HE e
Bright Smart Investment  British Virgin Islands (BVI)/  US$100 at US$1 per  100% — Investment holding
Holdings Limited 22 October 2009 share REZER
B REZRBRDE KEELEB 100% 7T BREE
—EEAFTA=1+=H e
Bright Smart Securities Hong Kong/ HK$326,000,000 at — 100% Securities broking and
International (H.K.) 10 August 1998 HK$1 per share margin financing
Limited BB/ 326,000,000 & 7T * BERERFTRBE
B REER(F8) —hAhNENATHE EREE1ET
BRLH
Bright Smart Futures & Hong Kong/ HK$44,000,000 at — 100% Commodities and
Commodities Co., Ltd 14 November 1995 HK$1 per share futures broking
BAIMERERARAT BB 44,000,00038 7T Bk EET
—hhaF+—-—A+HA EREE1ET
Merit Act Limited Hong Kong/ HK$1 at HK$1 per — 100% Administrative services
REARAFE 3 November 2009 share TBURT
B8/ 18T BREE
—EZAFT—-A=H 1387
Huge Dynasty Limited Hong Kong/ HK$1 at HK$1 per — 100% Administrative services
REBERAF 13 January 2010 share THRE
5/ 1787 BREE

—Z-2E-J+=§

18T
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Notes to the Unaudited Interim Financial Report

(Expressed in Hong Kong dollars unless otherwise indicated)

1.  GENERAL INFORMATION (Continued)

Name of company

Place and date of

incorporation

Issued and fully
paid-up capital

—RER(E)

Attributable
equity interest

(BREEEA - LUBTHIR)

Principal activities

DR BB MR R B ERITREMRE BERAER ETEEHR
direct indirect
B CEES
Ideal Magic Limited Hong Kong/ HKS$1 at — 100% Administrative services
WEFRAF 13 January 2010 HK$1 per share TBUR
B8/ —B-2F 138x  BREE
—A+=H 18T
Glow Dragon Limited Hong Kong/ HK$1 at — 100% Administrative services
EREARAR 21 January 2010 HK$1 per share THRT
B/ —E-BF 18T SREE
—A=t—H 18T
Victor Tone Limited Hong Kong/ HK$1 at — 100% Administrative services
EEBRAR 21 January 2010 HK$1 per share THRTS
BE/—2-FF 187 SREE
—RA=t+—H 1787
Everlasting Source Limited Hong Kong/ HK$1 at — 100% Administrative services
BYARATR 8 December 2010 HK$1 per share TR
BB/ —E-EF 187x > BREE
+t=RANR 1787
Bright Smart Investment ~ Hong Kong/ HK$1 at — 100% Investment holding
Consultancy (China) 9 November 2010 HK$1 per share REZER
Company Limited BB/ —T—TF 1587 SREE
B RE R t—AAhA 187T
(FEDBRAR
BAmEEHHCRYNDAER  People’s Republic of China/ HK$1,000,000 —  100% Inactive
AT (Note) (Bat) 10 January 2011 1,000,000 7T EEe
hEARANE,
—E2——%—-AtH
Bright Smart Asset Hong Kong/ HK$150,000 at — 100% Inactive
Management Limited 18 August 2011 HK$1 per share gmex
RAEGEEERRATY BB -T——F 150,000 7T »
NA+NH BREE1BT
Note: It is registered as a wholly-foreign-owned enterprise under the Mt AR TIRBPEARAMBEEEEMA — B

People’s Republic of China.

BEER-

31



32

Notes to the Unaudited Interim Financial Report

AR 8 A % b ] B i B R

(Expressed in Hong Kong dollars unless otherwise indicated)

(BREBEMI - LUBITHIR)

2

SIGNIFICANT ACCOUNTING POLICIES

(@)

Statement of compliance

This interim financial report for the six months period
ended 30 September 2011 has been prepared in
accordance with Hong Kong Accounting Standard
34 “Interim Financial Reporting” issued by the
Hong Kong Institute of Certified Public Accountants
(“HKICPA”). This interim financial report also
complies with the applicable disclosure provisions of
the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited. A summary
of the significant accounting policies adopted and
consistently applied by the Group in the preparation
of this interim financial report is set out below.

The preparation of an interim financial report
in conformity with HKAS 34 “Interim Financial
Reporting” requires management to make
judgements, estimates and assumptions that affect
the application of policies and reported amounts of
assets and liabilities, income and expenses on a year
to date basis. Actual results may differ from these

estimates.

The interim financial report contains condensed
consolidated financial statements and selected
explanatory notes. The condensed consolidated
interim financial statements and notes thereon do
not include all of the information required for full
set of financial statements prepared in accordance
with Hong Kong Financial Reporting Standards
(“HKFRSs”).

The interim financial report is unaudited, but has
been reviewed by KPMG in accordance with the
Hong Kong Standard on Review Engagements 2410
“Review of Interim Financial Information Performed
by the Independent Auditor of the Entity” issued by
the HKICPA.

28
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Notes to the Unaudited Interim Financial Report

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(b)

(c)

(d)

Basis of measurement
The interim financial statements are presented in
Hong Kong Dollars (“HKD”). It is prepared on the

historical cost basis.

Use of estimates and judgements

The preparation of interim financial statements
in conformity with HKFRSs requires management
to make judgements, estimates and assumptions
that affect the application of policies and reported
amounts of assets, liabilities, income and expenses.
The estimates and associated assumptions are
based on historical experience and various other
factors that are believed to be reasonable under the
circumstances, the results of which form the basis
of making the judgements about carrying values of
assets and liabilities that are not readily apparent
from other sources. Actual results may differ from

these estimates.

The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in
which the estimate is revised if the revision affects
only that period, or in the period of the revision and
future periods if the revision affects both current and

future periods.

Subsidiaries

Subsidiaries are entities controlled by the Group.
Control exists when the Group has the power to
govern the financial and operating policies of an
entity so as to obtain benefits from its activities.
In assessing control, potential voting rights that
presently are exercisable are taken into account. The
financial statements of subsidiaries are included in
the financial statements from the date that control
commences until the date that control ceases. Intra-
group balances and transactions and any unrealised
profits arising from intra-group transactions are
eliminated in full in preparing the financial
statements. Unrealised losses resulting from intra-
group transactions are eliminated in the same way as
unrealised gains but only to the extent that there is

no evidence of impairment.

AR K8 A A% b ﬂ%*ﬁ’cﬁbﬁﬁﬁ

Expressed in Hong Kong dollars unless otherwise indicated)

(BREEEA - LUBTHIR)

2. EXRSTTEEE)
(b) FEEE
hE B BERRUB (BT )RS - 3
BREENAREERR
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EREMEIHBEE - BE - WARFH
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ARRREFHEERTHEASEZH
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ﬁﬁﬂﬁﬁﬂiiﬁﬁhﬁ{mﬁkﬁﬁ’aﬁééﬁiﬁ
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Bright Smart Securities A BH

Notes to the Unaudited Interim Financial Report

AR AL T A% b 15 0 A A R

Expressed in Hong Kong dollars unless otherwise indicated)

(BREEEBN - LBTHIR)

2

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(e)

M

Fixed assets
Fixed assets are stated in the consolidated statement
of financial positions at cost less accumulated

depreciation and impairment losses (see note 2(g)).

Gains or losses arising from the retirement or disposal
of an item of fixed assets are determined as the
difference between the net disposal proceeds and the
carrying amount of the item and are recognised in

profit or loss on the date of retirement or disposal.

Depreciation is calculated to write off the cost of
items of fixed assets, less their estimated residual
value, if any, using the straight-line method over their

estimated useful lives as follows:

—  Leasehold improvements

2o

BEXEFHEEE)

(e)

BE&EE
BEEERBARBITITERBESE
(RHMEE2(g)) REFEEMBMRR KT

BEJHERTEERAMELEZRS
LUZIE B 2 HERERIRFEREARA
BEzEN=HEE YRBEEIHEE
REiB R o

BEEERMBEUBEEEERB RARE
fREt RIBREE (A MR - LUEZE
BEFER TAFERAENT ¢

Shorter of the unexpired term of lease and 3 years

£1& RERERY 3 F(UBEHRE)
—  Motor vehicles 5 years
AE 5%
—  Office equipment 5 years
MOERME 55
—  Furniture and fixtures 5 years
RARKE 56
—  Computers and software 5 years
ERR B 54

Both the useful life of an asset and its residual value,

if any, are reviewed annually.

Operating lease charges

Leases which do not transfer substantially all the risks
and rewards of ownership to the Group are classified
as operating leases. Where the Group has the use
of assets under operating leases, payments made
under the leases are charged to profit or loss in equal
instalments over the accounting periods covered by
the lease terms, except where an alternative basis
is more representative of the pattern of benefits to
be derived from the leased asset. Lease incentives
received are recognised in profit or loss as an integral

part of the aggregate net lease payments made.

(U]

BEZUEAFREERGEE(WEA)
EEFETRY -

RERANX N
HAKEERASERANT 2EE AR
BHAXN ZREERENFHMRE

ZEH R UEEMEEPMR - BR
FREHMEXTRARAEEENES
ZHHEEXRBELIS - BEZHYESR
RESZEIRFHSLEARBD -



Notes to the Unaudited Interim Financial Report

AR K8 A A% b ﬂ%*ﬁ’cﬁbﬁﬁﬁ

Expressed in Hong Kong dollars unless otherwise indicated)

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(g) Impairment of assets

(i)

Impairment of accounts receivable and other
receivables

Accounts receivable and other receivables
that are carried at cost or amortised cost are
reviewed at the end of the reporting period to
determine whether there is objective evidence
of impairment. If any such evidence exists, any
impairment loss is determined and recognised

as follows:

—  For accounts receivable and other
receivables carried at amortised cost,
the impairment loss is measured as the
difference between the asset’s carrying
amount and the present value of
estimated future cash flows, discounted
at the financial asset’s original effective
interest rate (i.e. the effective interest rate
computed at initial recognition of these
assets), where the effect of discounting
is material. This assessment is made
collectively where financial assets carried
at amortised cost share similar risk
characteristics, such as similar past due
status, and have not been individually
assessed as impaired. Future cash flows
for financial assets which are assessed
for impairment collectively are based on
historical loss experience for assets with
credit risk characteristics similar to the

collective group.

If in a subsequent period the amount of
an impairment loss decreases and the
decrease can be linked objectively to an
event occurring after the impairment loss
was recognised, the impairment loss is
reversed through profit or loss. A reversal
of an impairment loss shall not result in
the asset’s carrying amount exceeding
that which would have been determined
had no impairment loss been recognised

in prior periods.

(BREEEA - LUBTHIR)

2. EBERETBEE)
(g EERE

()

FEW SRk R B JE W 5K TR Bl

1 R 7S 85 AR AR B BR 2 B KRR
RRHEMERREREREHR
EZH LBEEEATEBRER
B-ErEEMZERE  £F
HEBBEERERNT

—  BARESEMATIER 2 R
RREMEWFRIENS i
%ﬁ%%ik'ﬂﬁgﬁﬁ
EEREEEMGRRRES
NREREZEZHE  RUYKE
EREERR (WD HE
RELEEERTEMAER
M=) BRI o 2 i 8
BB BR 2 TS & AR 2
| B 45 f80AR 4 (20 38 5 51RO
AL K 3 K 18 B R Ak &
RREES  BEUEREX
TR o KERT AR
B2 BEEZRRREER
%D&FEH@F%WM%
SHENNEEZBEERE
ﬂﬁ%ﬁ%o

R EERHE2RESES
HHD  MAEBRETSL
HERAREERRREZS
HERE  BRESEENE
mIEE o BESEZED R
EEREERAEEBEE
BTHE L EERREEE
MECEEZEHE °
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Notes to the Unaudited Interim Financial Report

AR 8 A % b ] B i B R

(Expressed in Hong Kong dollars unless otherwise indicated)

(BREEEHRS -

2

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(g

Impairment of assets (Continued)

(i)

Impairment of fixed assets

Internal and external sources of information are
reviewed at each end of the reporting period
to identify indications that fixed assets may
be impaired or an impairment loss previously
recognised no longer exists or may have

decreased.

If any such indication exists, the asset’s

recoverable amount is estimated.

—  Calculation of recoverable amount
The recoverable amount of an asset is
the greater of its fair value less costs to
sell and value in use. In assessing value
in use, the estimated future cash flows
are discounted to their present value
using a pre-tax discount rate that reflects
current market assessments of time value
of money and the risks specific to the
asset. Where an asset does not generate
cash inflows largely independent of those
from other assets, the recoverable amount
is determined for the smallest group
of assets that generates cash inflows
independently (i.e. a cash-generating

unit).

—  Recognition of impairment losses
An impairment loss is recognised in profit
or loss if the carrying amount of an asset,
or the cash-generating unit to which it
belongs, exceeds its recoverable amount.
Impairment losses recognised in respect
of cash-generating units are allocated to
reduce the carrying amount of the assets
in the unit (or group of units) on a pro
rata basis, except that the carrying value
of an asset will not be reduced below its
individual fair value less costs to sell, or

value in use, if determinable.
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Notes to the Unaudited Interim Financial Report

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(g)

(h)

(0]

()

Impairment of assets (Continued)
(i) Impairment of fixed assets (Continued)
—  Reversals of impairment losses

An impairment loss is reversed if there has
been a favourable change in the estimates
used to determine the recoverable
amount. A reversal of impairment loss
is limited to the asset’s carrying amount
that would have been determined had no
impairment loss been recognised in prior
periods. Reversals of impairment losses
are credited to profit or loss in the period

in which the reversals are recognised.

Accounts receivable and other receivables
Accounts receivable and other receivables are
initially recognised at fair value and thereafter stated
at amortised cost less allowance for impairment
of doubtful debts (see note 2(g)), except where the
receivables are interest-free loans made to related
parties without any fixed repayment terms or the
effect of discounting would be immaterial. In
such cases, the receivables are stated at cost less
allowance for impairment of doubtful debts (see note
2(g)).

Accounts payable and other payables

Accounts payable and other payables are initially
recognised at fair value and thereafter stated at
amortised cost unless the effect of discounting would

be immaterial, in which case they are stated at cost.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially
at fair value less attributable transaction costs.
Subsequent to initial recognition, interest-bearing
borrowings are stated at amortised cost with any
difference between the amount initially recognised
and redemption value being recognised in profit or
loss over the period of the borrowings, together with
any interest and fees payable, using the effective

interest method.
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AR 8 A % b ] B i B R

(Expressed in Hong Kong dollars unless otherwise indicated)

(BREBEMI - LUBITHIR)

2

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k)

M

(m)

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank
and on hand, time deposits and demand deposits
with banks.

Employee benefits

(i) Salaries, annual bonuses, paid annual leave,
contributions to defined contribution retirement
plans and the cost of non-monetary benefits
are accrued in the year in which the associated

services are rendered by employees.

(ii)  Contributions to Mandatory Provident Funds
as required under the Hong Kong Mandatory
Provident Fund Schemes Ordinance are
recognised as an expense in profit or loss as

incurred.

(iii) The fair value of share options granted to
employees is recognised as an employee
cost with a corresponding increase in a share
option reserve within equity. The fair value is
measured at the grant date using the Black-
Scholes model, taking into account the terms
and conditions upon which the options
were granted. Where the employees have
to meet vesting conditions before becoming
unconditionally entitled to the options, the total
estimated fair value of the options is spread
over the vesting period, taking into account the

probability that the options will vest.

Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities.
Current tax and movements in deferred tax assets and
liabilities are recognised in profit or loss except to the
extent that they relate to items recognised in other
comprehensive income or directly in equity, in which
case the relevant amounts of tax are recognised in
other comprehensive income or directly in equity,

respectively.
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Notes to the Unaudited Interim Financial Report

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(m)

Income tax (Continued)

Current tax is the expected tax payable on the
taxable income for the year, using tax rates enacted
or substantively enacted at the end of the reporting
period, and any adjustment to tax payable in respect

of previous years.

Deferred tax assets and liabilities arise from
deductible and taxable temporary differences
respectively, being the differences between the
carrying amounts of assets and liabilities for financial
reporting purposes and their tax bases. Deferred tax
assets also arise from unused tax losses and unused

tax credits.

Apart from certain limited exceptions, all deferred
tax liabilities, and all deferred tax assets to the extent
that it is probable that future taxable profits will be
available against which the asset can be utilised, are
recognised. Future taxable profits that may support
the recognition of deferred tax assets arising from
deductible temporary differences include those
that will arise from the reversal of existing taxable
temporary differences, provided those differences
relate to the same taxation authority and the same
taxable entity, and are expected to reverse either
in the same period as the expected reversal of the
deductible temporary difference or in periods into
which a tax loss arising from the deferred tax asset
can be carried back or forward. The same criteria are
adopted when determining whether existing taxable
temporary differences support the recognition of
deferred tax assets arising from unused tax losses
and credits, that is, those differences are taken into
account if they relate to the same taxation authority
and the same taxable entity, and are expected to
reverse in a period, or periods, in which the tax loss

or credit can be utilised.
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(Expressed in Hong Kong dollars unless otherwise indicated)

(BREBEMI - LUBITHIR)

2

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(m)

Income tax (Continued)

The limited exceptions to recognition of deferred tax
assets and liabilities are those temporary differences
arising from goodwill not deductible for tax purposes,
the initial recognition of assets or liabilities that
affect neither accounting nor taxable profit (provided
they are not part of a business combination), and
temporary differences relating to investments in
subsidiaries to the extent that, in the case of taxable
differences, the Group controls the timing of the
reversal and it is probable that the differences will
not reverse in the foreseeable future, or in the case of
deductible differences, unless it is probable that they

will reverse in the future.

The amount of deferred tax recognised is measured
based on the expected manner of realisation or
settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively
enacted at the end of the reporting period. Deferred

tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is
reviewed at each end of the reporting period and is
reduced to the extent that it is no longer probable
that sufficient taxable profit will be available to
allow the related tax benefit to be utilised. Any such
reduction is reversed to the extent that it becomes
probable that sufficient taxable profits will be

available.

Current tax balances and deferred tax balances, and
movements therein, are presented separately from
each other and are not offset. Current tax assets are
offset against current tax liabilities, and deferred tax
assets against deferred tax liabilities if the Group has
the legally enforceable right to set off current tax
assets against current tax liabilities and the following

additional conditions are met:

— in the case of current tax assets and liabilities,
the Group intends either to settle on a net
basis, or to realise the asset and settle the

liability simultaneously; or
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Notes to the Unaudited Interim Financial Report

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(m)

(n)

Income tax (Continued)
— in the case of deferred tax assets and liabilities,
if they relate to income taxes levied by the

same taxation authority on either:

—  the same taxable entity; or

— different taxable entities, which, in each
future period in which significant amounts
of deferred tax liabilities or assets are
expected to be settled or recovered,
intend to realise the current tax assets and
settle the current tax liabilities on a net

basis or realise and settle simultaneously.

Provisions and contingent liabilities

Provisions are recognised for other liabilities of
uncertain timing or amount when the Group has a
legal or constructive obligation arising as a result of a
past event, it is probable that an outflow of economic
benefits will be required to settle the obligation and a
reliable estimate can be made. Where the time value
of money is material, provisions are stated at the
present value of the expenditure expected to settle

the obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future
events are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits

is remote.

(Expressed in Hong Kong dollars unless otherwise indicated)
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AR 8 A % b ] B i B R

(Expressed in Hong Kong dollars unless otherwise indicated)

(BREBEMI - LUBITHIR)

2

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(o)

(p)

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable. Provided it is
probable that the economic benefits will flow to the
Group and the revenue and costs, if applicable, can
be measured reliably, revenue is recognised in profit
or loss as follows:

()  Brokerage commission income

Brokerage commission income is recognised
on a trade date basis when the relevant
transactions are executed. Volume rebate
to customers is recognised as a reduction in
brokerage commission income when payment
of the rebate is probable and the amounts can
be estimated reliably. The fair value of the
consideration received or receivable in respect
of the initial trade under customer loyalty
programmes is allocated between the award
credits and other components of the trade by
reference to their relative fair value. The award
credits are deferred and revenue is recognised
only when the Group fulfils its obligation to
provide free or discounted brokerage services.

(i)  Interest income
Interest income is recognised as it accrues

using the effective interest method.

(iii) Handling and settlement fee income
Handling and settlement fee income are
recognised when the related services are
rendered.

Translation of foreign currencies

Foreign currency transactions during the year are
translated at the foreign exchange rates ruling at the
transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated
at the foreign exchange rates ruling at the end of
the reporting period. Exchange gains and losses are

recognised in profit or loss.

Non-monetary assets and liabilities that are measured
in terms of historical cost in a foreign currency are
translated using the foreign exchange rates ruling at
the transaction dates.
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Notes to the Unaudited Interim Financial Report

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(q)

(r)

Fiduciary activities

The Group commonly acts as trustees and in other
fiduciary capacities that result in the holding or
placing of assets on behalf of its customers. These
assets and income arising thereon are excluded from
the financial statements, as they are not assets of the

Group.

Related parties
For the purposes of the financial statements, a party

is considered to be related to the Group if:

(i)  the party has the ability, directly or indirectly
through one or more intermediaries, to control
the Group or exercise significant influence over
the Group in making financial and operating
policy decisions, or has joint control over the

Group;

(i)  the Group and the party are subject to common

control;

(iii) the party is an associate of the Group or a joint

venture in which the Group is a venturer;

(iv) the party is a member of key management
personnel of the Group or the Group’s parent,
or a close family member of such an individual,
or is an entity under the control, joint control

or significant influence of such individuals;

(v)  the party is a close family member of a party
referred to in (i) or is an entity under the
control, joint control or significant influence of

such individuals; or

(vi) the party is a post-employment benefit plan
which is for the benefit of employees of the
Group or of any entity that is a related party of
the Group.

Close family members of an individual are those
family members who may be expected to influence,
or be influenced by, that individual in their dealings

with the entity.
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(Expressed in Hong Kong dollars unless otherwise indicated)

(BREBEMI - LUBITHIR)

2

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(s) Segment reporting
Operating segments, and the amounts of each
segment item reported in the financial statements,
are identified from the financial information provided
regularly to the Group’s most senior executive
management for the purposes of allocating resources
to, and assessing the performance of, the Group’s
various lines of business and geographical locations.

Individually material operating segments are not
aggregated for financial reporting purposes unless
the segments have similar economic characteristics
and are similar in respect of the nature of products
and services, the nature of production processes,
the type or class of customers, the methods used to
distribute the products or provide the services, and
the nature of the regulatory environment. Operating
segments which are not individually material may be
aggregated if they share a majority of these criteria.

ACCOUNTING POLICIES

The accounting policies applied in preparing this interim
financial report are the same as those applied in preparing
the financial statements for the year ended 31 March 2011,
as disclosed in the Annual Report and Financial Statements
for 2010/11. A number of new and revised Hong Kong
Financial Reporting Standards have become effective in
2011. None has material impact on the Group.

TURNOVER
The principal activities of the Group are securities broking,
margin financing and commodities and futures broking.

Turnover represents the brokerage commission from
securities, commodities and futures broking and interest
income from margin and initial public offering (“1PO”)
financings as follows:
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Six months ended 30 September
BEAA=THILEAEA

2011 2010

—E——F —E-FF

$ $

JT 7T

Brokerage commission KLMe 93,423,241 58,239,205
Interest income from margin financing FREBENEWA 28,564,168 12,321,695
Interest income from PO financing BRAAEEMENEWA 699,792 1,992,667
122,687,201 72,553,567
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Notes to the Unaudited Interim Financial Report

(Expressed in Hong Kong dollars unless otherwise indicated)

(BREEEBN - UBTHIR)

5.  OTHER REVENUE 5. Hftkzs
Six months ended 30 September

BZEhA=1+RHILEAREAR

2011 2010
—E——F —ZT-ZF
$ $
7T 7T
Interest income from FEWARE

— Authorised institutions — TR 1,669,342 134,606
— Others — Hih 4,018,117 1,438,736
5,687,459 1,573,342
Handling and settlement fees FEENEEER 11,793,946 6,279,391
Sundry income FEIE LA 198,477 498,038
17,679,882 8,350,771

6. OTHER NET GAIN/(LOSS) 6. Hipuka (fEiE)E8E

Six months ended 30 September
BEAA=TRHILAMEA

2011 2010
—E——F —E-EF
$ $
7T 7T

Error trades arising from securities, commodities %% - BRRPER S
and futures dealing ZIRT S (435,270) (792,406)
Net foreign exchange gain SMNE W 22 R BE 800,105 32,677
364,835 (759,729)
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AR AL T A% b 15 0 A A R

Expressed in Hong Kong dollars unless otherwise indicated)

(BREEEBN - LBTHIR)

7. PROFIT BEFORE TAXATION 7. BBIATEFR
Profit before taxation is arrived at after charging: BREIADERE IR T HRIE -

Six months ended 30 September
BEAA=THILEAEA

2011 2010
—B——fF —E-EF
$ $
7T 7T
(@) Finance costs (@ BrIEEIA

Interest expense on LU & IE R BB 32
Bank loans for IPO financing BXAAEEERE ZRITER (307,697) (1,131,641)
Other bank loans and overdrafts HiiR1ITERREX (6,104,235) (1,602,826)
Loans from related companies REBEAREN (2,282,887) =
(8,694,819) (2,734,467)

(b) Other operating expenses (b) HRKERX

Auditors’ remuneration ZEEE € (663,000) (330,000)
Advertising and promoting expenses EEREERX (3,282,375) (5,015,445)
Handling and settlement expenses FEENEEER (9,466,086) (4,760,605)
Commission expense to overseas brokers BN ARSI (2,221,039) (1,261,035)
Information and communication expenses BERRBAAX (10,352,642) (6,117,326)
Legal and professional fees EREREXRER (1,430,860) (4,591,668)

Operating lease charges in respect of MEKERNER
properties (12,924,058) (8,388,236)
Rates and building management fees EZHREFEREE (1,551,617) (923,003)
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INCOME TAX

A K

A% b 0] B 955 e i B

(Expressed in Hong Kong dollars unless otherwise indicated)

8.

(BREEEA - LUBTHIR)

Frig®t
Six months ended 30 September
BEAA=THILAMEA

2011 2010
—g——fF —Z-ZF
$ $
T JT
Current tax — Hong Kong Profits Tax ENEABiIE — BEREB
Provision for the period HAEE (7,331,475) (1,993,166)
Deferred tax BRI
Origination and reversal of temporary EREFH 2 HRIR
differences R#EEmE 984,417 (63,322)
Actual tax expense BBRHIEMX (6,347,058) (2,056,488)

10.

Hong Kong Profits Tax has been provided at the rate of
16.5% (2010: 16.5%) on the estimated assessable profits

for the current period.

EARNINGS PER SHARE

The calculation of basic earnings per share is based on the
profit attributable to ordinary equity shareholders of the
Company of $32,967,543 (six months ended 30 September
2010: $10,066,369) and the weighted average number of
shares in issue during the period ended 30 September 2011
of 679,682,000 (six months ended 30 September 2010:
534,710,098).

There were no dilutive potential ordinary shares for the
six months ended 30 September 2010 and 2011, therefore
basic earnings per share equals to diluted earnings per

share.

DIVIDEND

The Board does not recommend the payment of an interim
dividend in respect of the six months ended 30 September
2011 (six months ended 30 September 2010: Nil).

10.

EANESH RN E T ERBEFR U
16.5% 2B E(ZE—FF 1 16.5%) EFH &
[

BRAEF
BREAXBFDIRADN TS ERERBRRENL
32,967,543 T (BE=-ZE—ZFNA=1
BIERMEA 10,066,369 L) REBEE=-ZT——
FAA=ZTHEHBRE ZTROMEFITH
679,682,000 R(BZ—_Z—ZFNA=1H
IEMEA : 534,710,098 R) 5T & ©

HREBZ_Z—ZFR_Z——FNA=1+
BIEANBEAMESEHESER  HERE
AEFNESREERFIESE -

KA
EXETERMBE-_ZE——FNA=1H
LEAREARETHRE(BEZZ-ZFNA
=+ HIENER - #) -

47



48

Notes to the Unaudited Interim Financial Report

AR 8 A % b ] B i B R

(Expressed in Hong Kong dollars unless otherwise indicated)

(BREBEMI - LUBITHIR)

11.

SEGMENT REPORTING

The Group manages its businesses by divisions, which

are organised by business lines. In a manner consistent

with the way in which information is reported internally

to the Group’s most senior executive management for

the purposes of resource allocation and performance

assessment, the Group has presented the following two

reportable segments. No operating segments have been

aggregated to form the following reportable segments.

(@)

Securities broking — provision of broking services in
securities traded in Hong Kong and overseas markets
and margin financing services to those broking

clients.

Commodities and futures broking — provision of
broking services in commodities and futures contracts

traded in Hong Kong and selected overseas markets.

Segment results, assets and liabilities

For the purposes of assessing segment performance
and allocating resources between segments, the
Group’s senior executive management monitors the
results, assets and liabilities attributable to each

reportable segment on the following bases:

Segment assets include all tangible assets and current
assets with the exception of taxation recoverable,
deferred tax assets and other corporate assets.
Segment liabilities include trade creditors and
accruals attributable to the activities of the individual

segments.

The measure used for reporting segment profit is
earnings before finance costs and taxes (“EBIT”).
To arrive at EBIT, the Group’s earnings are further
adjusted for items not specifically attributed to
individual segments, such as corporate administration

costs.

11.
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11. SEGMENT REPORTING (Continued)

(b) Segment information

11. HHREE)
by HDHTER

Six months ended 30 September 2011
BE-ZE-——FNA=tHILKEAR

Commodities

Securities and futures
broking broking Total
RELLE BoRBERL Bt
$ $ $
JT JT JT
Revenue from external customers: RBEWNRBEFE 2N :
— Brokerage commission — B Ee 61,813,389 31,609,852 93,423,241
— Interest income from margin — FEBEMEWA
financing 28,564,168 — 28,564,168
— Interest income from IPO — BRAAHBERMERE
financing PN 699,792 — 699,792
Consolidated turnover EEERE 91,077,349 31,609,852 122,687,201
Handling and settlement fees FEEBNEEEHN 11,784,447 9,499 11,793,946
Reportable segment revenue AR 2 Pk = 102,861,796 31,619,351 134,481,147
Reportable segment profit (EBIT) &R 2 & F] (EBIT) 25,669,962 23,872,508 49,542,470
Depreciation for the period HAFE (4,995,446) (7,904) (5,003,350)
Other interest income HbF 2 U A 5,506,370 180,485 5,686,855
Finance costs B R AR AR (8,694,819) — (8,694,819)
Additions to non-current segment  HIARE Z IEFR
assets during the period DEEE 9,392,980 — 9,392,980
At 30 September 2011
R-ZZB——FhA=+H
Commodities
Securities and futures
broking broking Total
REEL BmRBERK st
$ $ $
JT JT JT
Reportable segment assets AREDEEE 1,217,396,743 197,387,982 1,414,784,725
Reportable segment liabilities ARESHEE (839,475,994)  (109,791,823)  (949,267,817)
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11. SEGMENT REPORTING (Continued)
(b) Segment information (Continued)

1. DEBmEE)
(b) DEER(E)
Six months ended 30 September 2010
BE-Z-ZFNA=1THILAER

Commodities

Securities and futures
broking broking Total
BELE BRRIELL st
$ $ $
JT JT JT
Revenue from external customers: RENREF 2z -
— Brokerage commission — REMe 41,701,254 16,537,951 58,239,205
— Interest income from margin — HFRBEMEWA
financing 12,321,695 — 12,321,695
— Interest income from IPO — BRAHBERERN WA
financing 1,992,667 — 1,992,667
Consolidated turnover R 56,015,616 16,537,951 72,553,567
Handling and settlement fees FEENGEEER 6,279,391 — 6,279,391
Reportable segment revenue AR & 2 EB IR & 62,295,007 16,537,951 78,832,958
Reportable segment profit (EBIT) R %R 5 &Bi= A (EBIT) 3,283,456 11,970,477 15,253,933
Depreciation for the period BRITE (3,112,420) (8,468) (3,120,888)
Other interest income H RS KA 1,562,282 11,060 1,573,342
Finance costs B R B AN (2,734,314) (153) (2,734,467)
Additions to non-current segment AR E Z IEFR
assets during the period DEEE 19,560,637 6,500 19,567,137
At 31 March 2011
R=—ZE——F=A=+—H
Commodities
Securities and futures
broking broking Total
BERLE BoRPEgL Bt
$ $ $
JT JT JT
Reportable segment assets AMEDIEE 1,552,541,809 194,923,040 1,747,464,849
Reportable segment liabilities AiRED AR (1,186,660,201)  (123,899,390) (1,310,559,591)
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11. SEGMENT REPORTING (Continued) 11. DEPHRE (&)
(c) Reconciliation of reportable segment profit, assets () TAWELTHA - EERAEBZIYHE
and liabilities
Six months ended 30 September
BZENB=1+HILAEA
2011 2010
—EB——F —E-ZF
$ $
JT JT
Profit R Al
Reportable segment profit (EBIT) AR E 2 ERE A (EBIT) 49,542,470 15,253,933
Finance costs B 3 B A (8,694,819) (2,734,467)
Unallocated corporate expenses ROBA AR (1,533,050) (396,609)
Consolidated profit before taxation FRERBADEF 39,314,601 12,122,857
At At
30 September 31 March
2011 2011
R=-=ZF——F R-E——F
AA=+H =R=+—H
$ $
JT JT
Assets EE
Reportable segment assets AREDHEE 1,414,784,725 1,747,464,849
Elimination of inter-segment receivables 15 85 70 P E FE W Rk TR (5,150,724) (3,856,365)
Deferred tax assets EERIBEE 469,358 —
Taxation recoverable A UK B B 18 — 1,818,947
Unallocated corporate assets KOBATERE 8,360,688 9,538,338
Consolidated total assets GEEEHE 1,418,464,047 1,754,965,769
Liabilities 8fE&
Reportable segment liabilities ARG s HasE (949,267,817) (1,310,559,591)
Elimination of inter-segment payables 15 85 70 AP FE FE A 7R 0B 908,984 40,000,000
Current taxation ENERFR 18 (7,666,828) (2,154,300)
Deferred tax liabilities IFIEFEEE — (515,059)
Unallocated corporate liabilities AAOWMATEE (125,986) (40,157,686)
Consolidated total liabilities mEREALE (956,151,647) (1,313,386,636)

51



52

Bright Smart Securities A BH

Notes to the Unaudited Interim Financial Report

AR A8 A% v 3] B Al B R

(Expressed in Hong Kong dollars unless otherwise indicated)

(BREEEBN - LBTHIR)

12.  FIXED ASSETS 12. EEEE
Acquisitions and disposals IR HE
During the six months ended 30 September 2011, the NEBE-SE——FHA=+HILENMEAAR » &
Group acquired items of fixed assets with a cost of EBERA 616515 T(BEZE—FFAN
$9,616,515 (six months ended 30 September 2010: B=1tHLAEA 119,567,137 T) WEREE
$19,567,137). No item of fixed assets was disposed of BEEE NEZE-_Z-ZSER-_"Z=——FN
during the six months ended 30 September 2010 and 2011. B=+HLEANERR TEHEEEEEHE
B o
13. ACCOUNTS RECEIVABLE 13. FEWERR
At At
30 September 31 March
2011 2011
R-B——F RI2——F
ALA=+H =HA=+—H
$ $
JT JT
Accounts receivable from FEUWERFR R B
— Cash clients —HeEF 95,333,587 62,895,693
— Margin clients — FREF 786,977,396 997,367,347
— Clearing houses — EEAR 194,480,084 266,424,169
— Brokers and dealers — RERXRZE 18,907,118 17,949,386
1,095,698,185 1,344,636,595
The aging analysis of accounts receivable from cash clients BHRETRFAREBRBREHR 2RE DN
as at the end of the reporting period is as follows: TS =
At At
30 September 31 March
2011 2011
R-B——% RZI2——%F
hA=+8 =A=+—H
$ $
JT JT
Current BN KR 45,188,481 35,656,590
Less than T month past due BERDA1EAR 24,998,885 17,229,566
1 to 3 months past due w1 =388 17,255,601 6,073,729
More than 3 months but less than 12 months BEAZHA3IEABLR12M8A
past due 7,890,620 3,935,808
Amount past due Sl 50,145,106 27,239,103
95,333,587 62,895,693
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13. ACCOUNTS RECEIVABLE (Continued) 13. FEWBEZR (&)
Accounts receivable from cash clients relate to a wide EUWREEFERERIRZSERF - ﬁ‘ﬁ;ﬁﬁg)’z’
range of customers for whom there was no recent history I HA NG S A0 S0 4% o ARIEIB TSR BB
of default. Based on past experience, management believes = BEMZEESRELRBERE  ERAE
that no impairment allowance is necessary in respect of EEEVWEEARSH R AR AET Y
these balances as there has not been a significant change W@ o
in credit quality and the balances are considered fully
recoverable.
Margin loans due from margin clients are current and EWFREE RS AR EREREG
repayable on demand. Margin clients are required to B oHREEFAMNAEBIKBESIKER
pledge securities collateral to the Group in order to LHESXEERNEERE BTYREZE
obtain credit facilities for securities trading. The amount ERESHERANEBIEN S KR AEER
of credit facilities granted to them is determined by the BT R-E——FhA=+BR=-Z——
discounted value of securities accepted by the Group. At EZHA=+—-HB mAFE E)E}itﬂg‘“
30 September 2011 and 31 March 2011, the total market OIS EARBR T EHEES YA
value of securities pledged as collateral in respect of the 1,832,099,521 75}323,573,187,16771: °
loans to margin clients was approximately $1,832,099,521
and $3,573,187,167 respectively.
Accounts receivable from clearing houses, brokers and FE UK % ";ﬁ'ﬁﬁ N £«<£E}§ SRS AR E
dealers are current. These represent (1) pending trades ,':'JIJ ®H (1 ok MK Y iEuk ﬁ;‘é%fé
arising from the business of dealing in securities, which ﬁxEAxg Efggyam FE - RQBEE
are normally due within a few days after the trade date and ﬁﬂﬁégﬁ%ﬁ%,jﬁ
(2) margin deposits arising from the business of dealing in
futures contracts.
Subsequent to the end of the reporting period, one of the HEHKRE  NEBEP—FZZSEEAB
group’s trade debtors, MF Global Hong Kong Limited, EEREBERATINR=-E——&+—A=H
appointed provisional liquidators on 2 November 2011. ZEEEEEE  c RBEHKR  BEWZEER
At the end of the reporting period, $4,656,523 was due A 4,656,523 7T c ANEBFEB T2 W E SR
from this debtor. The Group expects to recover the whole ZhIE o AN HIE IR IR W E AL L EE R ER
amount. No allowance for doubtful debts has been made B o
in these interim financial reports in this regard.
14. OTHER RECEIVABLES, DEPOSITS AND PREPAYMENTS 14. BEWEIE - RERANSE
At At
30 September 31 March
2011 2011
R=B——F RIB——F
hWB=+H =ZA=+—H
$ $
7T 7T
Rental and utility deposits HeEkRARXREZES 7,655,863 7,640,331
Prepayments HENE 1,983,279 2,568,058
Other receivables Hin W IE 1,403,311 2,677,099
11,042,453 12,885,488

Included in the above balances are amount of $8,698,473
and $7,677,359 as at 30 September 2011 and 31 March
2011 respectively which are expected to be recovered in
more than one year.

F:ﬁ——inﬁ_+5&:§——$=
B=1t—RB st AL r R E DA
8,698,473 T & 7,677,359 T %E,HH%E’\‘ F

#Um o
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15. CASH AND CASH EQUIVALENTS 15. BERBEESEEY
Cash and cash equivalents comprise: HeRBEEEEBYEIE :
At At
30 September 31 March
2011 2011
R=ZB——F HRZB——F
ALB=+H =A=+—H
$ $
JT JT
Deposits with banks RITER 171,577,549 265,868,809
Cash at bank and in hand BITRFERE 100,692,834 83,989,448
272,270,383 349,858,257

AEBRATEBERBEB LIRS BAEER
KREEF&EZ -

The Group maintains segregated accounts with authorised
institutions to hold client money in the normal course of

business.

At 30 September 2011 and 31 March 2011, client money

maintained in segregated accounts not otherwise dealt

RZE——FNA=+tHER=-Z——F=A8
=+—H - RABERF 7RI IR
REBCEFESDRA1,542,151,917 T K
1,114,430,601 7T °

with in the interim financial statements amounted to
$1,542,151,917 and $1,114,430,601 respectively.

54

16. ACCOUNTS PAYABLE 16. BB
At At
30 September 31 March
2011 2011
R=-B——F R=Z——F
hA=+H EREr=E
$ $
JT JT

Accounts payable FEAT BRI

— Cash clients —BeEF 76,904,025 182,796,758
— Margin clients — FREF 212,415,204 270,682,039
— Clearing houses — HEEAT 46,275,637 22,487,278
335,594,866 475,966,075

All of the accounts payable are due within one month or

on demand.

FARMNRAIN—EARNIBRRREREE -
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17. ACCRUED EXPENSES AND OTHER PAYABLES 17. ESBXREAMENSZE
At At
30 September 31 March
2011 2011
R=-ZE——F R=Z=——F
AB=+H =B=+—H
$ $
JT JT
Commission rebate payable FEfHE & o i 3,664,790 5,575,743
Accrued bonuses FESTIEAL 7,939,408 3,951,845
Stamp duty, trading levy and trading fee FENENTER - REBER
payables 5B 2,444,692 3,546,688
Other payables Hib K8 6,841,063 6,676,926
20,889,953 19,751,202
All accrued expenses and other payables are expected to R ARSI R HENRER—FERE
be settled or recognised as income within one year. EHERAKRA
18. BANK LOANS 18. MITE
At At
30 September 31 March
2011 2011
R-ZE——F R=F——F
hA=+H =A=+—8
$ $
JT JT
Secured short-term bank loans BIEAEHRTER 492,000,000 815,000,000
All the bank loans are repayable within one year and FAERTERAR - FREERIEARDE
classified as current liabilities. The carrying amounts of the B ROTBEZREABEEAANFERS -
bank borrowings approximate their fair value.
The bank loans at 30 September 2011 are secured by R=ZB——FRA=TRAZRITERRUFR
securities collateral of margin clients re-pledged to BEFzRFERARBERATRTERER - R
banks. The fair value of the collateral re-pledged as at 30 “E-—FhA=+H BEAZEARAF
September 2011 amounted to $995,727,000 (31 March H%995,727,000 L (=ZFE——F=A=+—
2011: $1,257,394,000). H :1,257,394,0007T) °

55



Notes to the Unaudited Interim Financial Report

AR 8 A % b ] B i B R

(Expressed in Hong Kong dollars unless otherwise indicated)

(BREBEMI - LUBITHIR)

19. SHARE CAPITAL, SHARE PREMIUM, RESERVES AND 19. BA& - ROBE - #HERKRE
DIVIDENDS
(@) Share capital (@) B&
At 30 September 2011 At 31 March 2011
R=B——FHhA=+H R=ZB——F=A=+—8H
No. of shares Amount No. of shares Amount
RGEE X R EE o
$ $
JT JT
Authorised: EE
Ordinary shares of $0.3 each &k 0.3 7T
ZEBER 2,000,000,000 600,000,000 2,000,000,000 600,000,000
At 30 September 2011 At 31 March 2011
R=-ZB-——%RA=+H R-ZB——%=A=1+—H
No. of shares Amount No. of shares Amount
REEE g R EE ]
$ $
JT JT
Issued and fully paid: EERTRAR
Ordinary shares of $0.3 each &% 0.3 7t
ZEER 679,682,000 203,904,600 679,682,000 203,904,600
(b) Dividends b)) RE
Dividends payable to equity shareholders of the BNFAAREERRZBRETIRE £
Company attributable to the previous financial year, —BBFE TAPHREERERX
approved and paid during the interim period: I :

Six months ended 30 September
BERA=1THLEREAR

2011 2010
— —EF-FF
$ $
7T Tt
Final dividend in respect of the previous L—HRFEZRERE
financial year, approved and paid during the RBEZ-_Z——FhA=+H
interim period for the six months ended 30 1E75E B iz Fh B H R R A A R S A

September 2011 12,234,276 —




rp ]t 4 2011/12 Interim Report

Notes to the Unaudited Interim Financial Report

(Expressed in Hong Kong dollars unless otherwise indicated)

19. SHARE CAPITAL, SHARE PREMIUM, RESERVES AND
DIVIDENDS (Continued)
(c) Nature and purpose of reserves

(i)

(ii)

(iii)

Share premium

Under the Companies Law of the Cayman
Islands, the share premium account of the
Company may be applied for payment of
distributions or dividends to shareholders
provided that immediately following the
date on which the distribution or dividend is
proposed to be paid, the Company is able to
pay its debts as they fall due in the ordinary

course of business.

Merger reserve

On 29 June 2010, the Company acquired
the entire issued share capital of Bright
Smart Futures & Commodities Co., Ltd,
Bright Smart Securities International (H.K.)
Limited and Merit Act Limited through Bright
Smart Investment Holdings Limited from
their respective shareholders. The difference
between the nominal value of the share capital
of the subsidiaries acquired as a result of the
restructuring exercise and the nominal value
of the share capital of the Company issued
in exchange thereof is treated as an equity

movement and recorded in “Merger reserve”.

Share option reserve

The share option reserve comprises the fair
value of the actual number of unexercised share
options granted under the share option scheme
recognised in accordance with the accounting

policy adopted for share-based payments.

(BREEEA - LUBTHIR)

19. BAE - RO&EE  HERKREE)

(0 RFEMHEREW

)

(i)

(iii)

KR EE

RERESEHELTE 22T Z
PR 17 % 18 BR 7T A (Y BRI Y T
BRERZDIKBKRE - R
F2RSFIRSRE B#E - AD
ANAUAEREERBREPELSH
FIRER -

BOHRE
RZE—ZFXA=Z+AAB K
AREEBBRATREZERER AT
MEFHERFERERLRE - B
TERFER(EB)ERIARE
KBERAFZEERREWEZS
ANEZEHERITRA - HEA
EERKEHE AR ZRAE
BEADNTBITZRAEEMES
RE)MEZEZEREEREEER
8 Wittt & OHRE IR -

BRERE
BRERMBEERBEUAROGAE
BeREARAZETREBEAR
BREREABARTFZRITEBR
RERHBE D FE-
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20. OPERATING LEASE COMMITMENTS 20, &R EIE
The total future minimum lease payments under non- BEME A HEEKLEYNET 2 A REE
cancellable operating lease on properties are payable as HEFBEEBEAEN TR :
follows:
At At
30 September 31 March
2011 2011
R=2B——F R=ZB——F
hLB=+H =A=+—8
$ $
JT 7T
Within one year —F R 25,003,616 25,136,336
After one year but within five years —F#ERFR 13,864,402 26,391,850
38,868,018 51,528,186
The Group leases a number of properties under operating AEERBELEANEESEYE - ZEAY
leases. The leases run for an initial period of two to three NETHBA-ZE=F - HYTEBEIAEE -
years. None of the leases includes contingent rentals.
21.  MATERIAL RELATED PARTY TRANSACTIONS 21. EXEREALRS
In addition to the related party information disclosed R ERREMIBNEECEBEALE
elsewhere in the interim financial statements, the B REBITETIERBRAEALRS -
Group entered into the following material related party
transactions.
(@) Balances with related parties (@ HEBEALZ#ARR
(i)  As at 30 September 2011, the Group had ) RZEB——FhA=+H8 K&
accounts payable balance due to a related party BHEXBEBEALTZESERERE
of $10,148,114 (31 March 2011: $366,535) 510,148,114 (=B ——F=
which was arising from the Group’s ordinary B=+—H :366,5357T) " ltJy
course of business in securities broking, margin BRAEEAEXEBRETHES
financing and commodities and futures broking. R - FFREEURERESE
Accounts payable from related parties are set REEBEMEE - ERAEALE
out at same terms as those normally offered to TeeBE-—RREHFE=ZSF
third party clients. F&EBMEERMR o
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21. MATERIAL RELATED PARTY TRANSACTIONS (Continued)

(@) Balances with related parties (Continued)

(ii)

(iii)

As at 30 September 2011, included in other

receivables, deposits and repayments were
rental and office management deposits of
$3,053,918 (31 March 2011: $3,187,117)
which had been made to related companies
owned by a director of the Group. These
amounts are unsecured, interest-free and

repayable upon expiry of the respective leases.

On 31 March 2011,
into a loan facility letter with World Mix

the Group entered

Limited (“WML”), a company which is
100% beneficially owned by the controlling
shareholder of the Company, for the provision
of a $310,000,000 revolving loan facility by
WML to the Company for general working
capital purposes. As at 30 September 2011,
the Group has drawn $100,000,000 (31 March
2011:
interest at HIBOR plus 2.25% per annum, is

Nil) under the facility. The loan bears

unsecured and repayable on demand.

(b)  Other transactions with related parties

(i)

Brokerage and interest income of $203,152
(six months ended 30 September 2010:
$127,582) was received from related parties in
the ordinary course of the Group’s business of
securities broking and commodities and futures
broking. Commission rates are set at the same
level as those normally offered to third party

clients.

Rental expenses of $5,647,226 (six months
ended 30 September 2010: $4,998,379) paid to
related parties were charged at a rate mutually
agreed between the parties with reference to

market rates.

(BREEEA - LUBTHIR)

21. EREBEALIRZ(E)
() HEBEALZHEH(E)

(i)

(iii)

R=ZZE-——FRAA=+8 Hft

EWHRE - - e RBAREBEHE
3,053,918 t(Z & — —F = A
=+—H:3,187,1177xt) BRME

REB-FESHERZHEELT
XHzHERBRAZEERRSE -
ZETRREREAREE L&
FMERI R A fE i B 2 o

R=ZZB——H=A=+—-H" &K
SEEMHEERA (]
KABZERBREI00%E &
B2RAR)BTERBMERH
REBBEEHREAD = REFER
& B & 310,000,000 7T © A E
—REEEL - R=ZF——Fh
BA=+H8 ' "&EECRENHEH
100,000,000 t(=Z=ZF——F=A
=E+—H: &)  ZERRBT
RATRIZEF EMEFZFE2.25% 51
S NEKARARERERE -

by HEBEATZHMXZS

)

(iD)

LKA B U A203,152 T (H
—ZFNA=1+HLKME
BA:i127582xn) i AKERAE
%ﬁ%‘??ﬁﬁ EERLEURERR
ERGDEBEMEBEEEALTH)
H)z AeWBEITR-—REE=FH
EFRMZMEEKT -

E-E

£ B X5647,2260(H E =
ZE-ZFEEAA=1THIEREA :
4,998 379 L) NN FSET
GHEZEMEBEZBETEM
TRFEBEEAL -
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Review report to the board of directors of
Bright Smart Securities & Commodities Group Limited
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial report set out on pages
24 to 59 which comprises the consolidated statement of financial
position of Bright Smart Securities & Commodities Group Limited
(the “Company”) as of 30 September 2011 and the related
consolidated statement of comprehensive income, statement
of changes in equity and condensed consolidated statement of
cash flows for the six month period then ended and explanatory
notes. The Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited require the preparation of an
interim financial report to be in compliance with the relevant
provisions thereof and Hong Kong Accounting Standard 34,
Interim financial reporting, issued by the Hong Kong Institute of
Certified Public Accountants. The directors are responsible for
the preparation and presentation of the interim financial report
in accordance with Hong Kong Accounting Standard 34.

Our responsibility is to form a conclusion, based on our review,
on the interim financial report and to report our conclusion
solely to you, as a body, in accordance with our agreed terms
of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for
the contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong
Standard on Review Engagements 2410, Review of interim
financial information performed by the independent auditor of
the entity, issued by the Hong Kong Institute of Certified Public
Accountants. A review of the interim financial report consists of
making enquiries, primarily of persons responsible for financial
and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit
conducted in accordance with Hong Kong Standards on Auditing
and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be
identified in an audit. Accordingly we do not express an audit
opinion.

CONCLUSION

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial report as at 30
September 2011 is not prepared, in all material respects, in
accordance with Hong Kong Accounting Standard 34, Interim
financial reporting.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

22 November 2011
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