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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

TAI FOOK SECURITIES GROUP LIMITED

1. ACCOUNTING POLICIES

These unaudited interim condensed consolidated financial statements

have been prepared in accordance with Statements of Standard

Accounting Practice (“SSAP”) 25 “Interim Financial Reporting”

issued by the Hong Kong Society of Accountants and Appendix 16

of the Rules Governing the Listing of Securities on The Stock

Exchange of Hong Kong Limited (the “Listing Rules”).

The accounting policies and basis of presentation used in the

preparation of these interim financial statements are the same as those

used in the Group’s audited financial statements for the year ended

31 March 2002, except the following new/revised SSAPs have been

adopted for the first time in the preparation of the current period’s

condensed consolidated financial statements:

• SSAP 1 (Revised): “Presentation of Financial

Statements”

• SSAP 11 (Revised): “Foreign Currency Translation”

• SSAP 15 (Revised): “Cash Flow Statements”

• SSAP 33: “Discontinuing Operations”

• SSAP 34: “Employee Benefits”

A summary of their major effects is as follows:

(a) SSAP 1 (Revised) prescribes the basis for the presentation of

financial statements and sets out guidelines for their structure

and minimum requirements for the content thereof. The main

revision to this SSAP is to change the requirements from

presenting a statement of recognised gains and losses to a

statement of changes in equity. The condensed consolidated

statement of changes in equity for the current interim period

and the comparative figures have been presented in accordance

with the revised SSAP.

1.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

TAI FOOK SECURITIES GROUP LIMITED

1. ACCOUNTING POLICIES (continued)

(b) SSAP 11 (Revised) prescribes the basis for the translation of

foreign currency transactions and financial statements. The

principal impact of this revised SSAP on the condensed

consolidated financial statements is that the profit and loss

account of subsidiaries operating in overseas and in the People’s

Republic of China (the “PRC”) are translated at an average

rate for the period on consolidation, rather than translated at

the applicable rates of exchange ruling at the balance sheet

date as was previously required. This SSAP is required to be

applied retrospectively. The Group has adopted the transitional

provision of this SSAP that where the calculation of a prior

year adjustment is impractical, these changes in policy are

applied only to current and future financial statements and the

effect on the results of the current period is not significant.

(c) SSAP 15 (Revised) prescribes the provision of information

about the historical changes in cash and cash equivalents by

means of cash flow statement which classifies cash flows during

the period into operating, investing and financing activities.

The condensed consolidated cash flow statement for the current

interim period and the comparative figures have been presented

in accordance with the revised SSAP.

(d) SSAP 33 prescribes the basis for reporting information about

discontinuing/discontinued operations. This SSAP has had no

major impact on these condensed consolidated financial

statements.

(e) SSAP 34 prescribes the accounting treatment and disclosures

for employee benefits. This SSAP has had no major impact on

these condensed consolidated financial statements.

1.

(b) 11

(c) 15

(d) 33

(e) 34
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2. SEGMENT INFORMATION

The Group’s operating businesses are structured and managed

separately, according to the nature of their operations and the services

they provide. Each of the Group’s business segments represents a

strategic business unit that offers services which are subject to risks

and returns that are different from those of other business segments.

Summary details of the business segments are as follows:

(a) the broking segment engages in securities, futures, options and

gold bullion contracts broking;

(b) the margin financing and money lending segment engages in

the provision of margin financing to margin customers, and

personal loans and commercial loans to individuals and

corporate customers, respectively;

(c) the corporate advisory, placing and underwriting segment

engages in the provision of corporate advisory, placing and

underwriting services;

(d) the trading and investment segment engages in investment

holding, proprietary trading on securities, futures, options and

gold bullion contracts; and

(e) the other segment comprises fund management, provision of

custodian and handling services, insurance broking and sale of

saving plans.

In determining the Group’s geographical segments, revenues and

results are attributed to the segments based on the location of the

customers, and assets are attributed to the segments based on the

location of the assets.

Intersegment transactions are conducted with reference to the prices

charged to third parties.

2.

(a)

(b)

(c)

(d)

(e)
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

TAI FOOK SECURITIES GROUP LIMITED

2. SEGMENT INFORMATION (continued)

(a) Business segments

The following tables present revenue, profit/(loss) for the

Group’s business segments.

2002

Margin Corporate

financing advisory,

and money placing and Trading and

Broking lending underwriting investment Others Eliminations Consolidated

(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Segment revenue:

Sales to external customers 60,162 52,185 26,475 1,446 4,517 – 144,785

Intersegment sales 636 1,156 – – – (1,792) –

Total 60,798 53,341 26,475 1,446 4,517 (1,792) 144,785

Segment results (8,082) 16,236 11,917 (2,041) (707) – 17,323

Loss on disposal of a jointly-

controlled entity (415)

Unallocated expenses (8,108)

Profit from operating activities 8,800

Share of loss of a jointly-

controlled entity (372)

Profit before tax 8,428

Tax 2,131

Net profit from ordinary activities

attributable to shareholders 10,559

2.

(a)
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(b) Geographical segment

No geographical analysis is presented as over 90% of the

Group’s revenue and results are derived from activities in Hong

Kong.

2. SEGMENT INFORMATION (continued)

(a) Business segments (continued)

2001

2.

(a)

(b)

90%

Margin Corporate

financing advisory,

and money placing and Trading and

Broking lending underwriting investment Others Eliminations Consolidated

(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Segment revenue:

Sales to external customers 63,150 69,549 16,864 (9,091) 5,427 – 145,899

Intersegment sales 298 3,423 – – – (3,721) –

Total 63,448 72,972 16,864 (9,091) 5,427 (3,721) 145,899

Segment results (17,014) (9,715) 60 (8,880) (2,925) – (38,474)

Unallocated expenses (9,950)

Loss before tax (48,424)

Tax 2,885

Net loss from ordinary activities

attributable to shareholders (45,539)
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

TAI FOOK SECURITIES GROUP LIMITED

3. PROFIT/(LOSS) FROM OPERATING ACTIVITIES

The Group’s profit/(loss) from operating activities is arrived at after

charging/(crediting):

For the six months

ended 30 September

2002 2001

(Unaudited) (Unaudited)

HK$’000 HK$’000

Depreciation 10,976 8,701

Amortisation of intangible assets 406 406

Loss/ (profit) on trading of securities (133) 11,225

Loss/ (profit) on trading of

futures contracts (344) 471

Provision for doubtful debts 2,192 30,500

Interest expense for securities broking

and margin financing operations:

On bank loans and overdrafts 8,618 15,755

On other loans wholly repayable

within five years 2,038 1,346

3.
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4. TAX

No provision for Hong Kong profits tax has been made as the Group

had no assessable profits for the period (2001: Nil). Taxes on profits

assessable elsewhere have been calculated at the rates of tax prevailing

in the countries in which the Group operates, based on existing

legislation, interpretations and practices in respect thereof.

For the six months

ended 30 September

2002 2001

(Unaudited) (Unaudited)

HK$’000 HK$’000

Group:

Provision for tax in respect of

profit for the period:

Mainland China 33 34

Overseas – 113

Overprovision in prior years (2,164) (3,032)

Tax credit for the period (2,131) (2,885)

5. DIVIDEND

The directors declared an interim dividend of 1 HK cent (2001:

1 HK cent) per ordinary share for the six months ended 30 September

2002, to shareholders whose names appear on the register of members

of the Company on Friday, 10 January 2003. The interim dividend

will be paid on Friday, 17 January 2003.

4.

5.

1 1
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

TAI FOOK SECURITIES GROUP LIMITED

6.

10,559,000

45,539,000

478,950,815

488,243,723

10,559,000

478,950,815 

2,443,432 

6. EARNINGS/(LOSS) PER SHARE

The calculation of basic earnings/(loss) per share is based on the

unaudited net profit attributable to shareholders for the period of

HK$10,559,000 (2001: net loss of HK$45,539,000), and the weighted

average of 478,950,815 (2001: 488,243,723) ordinary shares in issue

during the period.

The calculation of diluted earnings per share for the period ended 30

September 2002 is based on the unaudited net profit attributable to

shareholders for the period of HK$10,559,000. The weighted average

number of ordinary shares used in the calculation is the 478,950,815

ordinary shares in issue during the period, as used in the basic earnings

per share calculation, and the weighted average of 2,443,432 ordinary

shares assumed to have been issued at no consideration on the deemed

exercise of all share options outstanding during the period. The

outstanding warrants of the Company would not result in the issue

of ordinary shares for less than the fair value as their exercise price

was above the average market price of the Company’s shares during

the period.

The diluted loss per share for the period ended 30 September 2001

is not presented as there were no dilutive effects on the basic loss per

share. The outstanding share options of the Company had an anti-

dilutive effect on the basic loss per share, and the outstanding warrants

of the Company would not result in the issue of ordinary shares for

less than the fair value as their exercise price was above the average

market price of the Company’s shares during that period.
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7. LONG TERM INVESTMENTS 7.

30 September 31 March

2002 2002

(Unaudited) (Audited)

HK$’000 HK$’000

Listed equity investments in

Hong Kong, at market value 31,595 42,086

Unlisted equity investment in

the PRC, at fair value 4,597 4,597

36,192 46,683

At the balance sheet date, certain of the listed investment were

pledged to banks to secure certain banking facilities granted to the

Company’s subsidiaries.

8. ADVANCES TO CUSTOMERS

30 September 31 March

2002 2002

(Unaudited) (Audited)

HK$’000 HK$’000

Loans to margin clients 1,057,152 1,137,644

Short term loans receivable 2,824 117,866

1,059,976 1,255,510

Loans to margin clients are secured by the underlying pledged

securities, bear interest at commercial rates and are repayable on

demand. No aged analysis is disclosed as, in the opinion of the

directors, an aged analysis is not meaningful in view of the nature of

the business of securities margin financing.

8.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

TAI FOOK SECURITIES GROUP LIMITED

9. ACCOUNTS RECEIVABLE

30 September 31 March

2002 2002

(Unaudited) (Audited)

HK$’000 HK$’000

Accounts receivable arising from the

ordinary course of business of

dealing in:

Securities and equity options

transactions:

Clearing houses, brokers

and dealers 29,852 19,362

Cash clients 21,248 21,646

Futures and options contracts

transactions:

Clearing house, brokers

and dealers 75,602 75,078

Gold bullion contracts transactions:

Brokers 489 125

Accounts receivable arising from the

ordinary course of business of the

provision of corporate advisory and

placing and underwriting services 7,034 3,814

134,225 120,025

9.

The settlement terms of accounts receivable arising from the ordinary

course of business of dealing in securities and equity options

transactions are two days after the trade date, and those of accounts

receivable arising from the ordinary course of business of dealing in

futures, options and gold bullion contracts transactions are one day

after the trade date. The above balances are all aged within 30 days.

30
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9. ACCOUNTS RECEIVABLE (continued)

An aged analysis of accounts receivable arising from the ordinary

course of business of the provision of corporate advisory and placing

and underwriting services is as follows:

30 September 31 March

2002 2002

(Unaudited) (Audited)

HK$’000 HK$’000

Within 3 months 4,913 2,483

Between 4 and 6 months 650 500

Between 7 and 12 months 621 681

Over 1 year 850 150

7,034 3,814

The Group allows a credit period according to relevant business

practice. Credit limits are set for customers. The Group seeks to

maintain tight control over its outstanding receivables in order to

minimise credit risk. Overdue balances are regularly reviewed by

management.

9.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

TAI FOOK SECURITIES GROUP LIMITED

10. SHORT TERM INVESTMENTS

30 September 31 March

2002 2002

(Unaudited) (Audited)

HK$’000 HK$’000

Listed equity investments, at

market value:

Hong Kong 5,790 8,873

Elsewhere 332 350

Listed debt investment, at

market value:

Hong Kong – 2,044

6,122 11,267

10.
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11. ACCOUNTS PAYABLE

30 September 31 March

2002 2002

(Unaudited) (Audited)

HK$’000 HK$’000

Accounts payable arising from the

ordinary course of business of

dealing in:

Securities and equity options

transactions:

Clearing houses, brokers

and dealers 47 –

Cash clients 327,495 312,193

Margin clients 139,812 123,519

Futures and options contracts

transactions:

Clients 99,329 102,646

Gold bullion contracts transactions:

Broker – 164

Clients 1,291 40

567,974 538,562

The settlement terms of accounts payable arising from the ordinary

course of business of dealing in securities and equity options

transactions in respect of clearing houses, brokers and dealers and

cash clients are two days after the trade date.

Included in accounts payable to cash clients arising from the ordinary

course of business of dealing in securities and equity options

transactions is an amount of approximately HK$253,627,000 (31

March 2002: HK$284,429,000) representing these clients’ undrawn

monies/excess deposits placed with the Group. The balances are

repayable on demand. No aged analysis is disclosed as, in the opinion

of the directors, an aged analysis is not meaningful in view of the

nature of the business of dealing in securities and equity options.

11.

253,627,000

284,429,000 
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

TAI FOOK SECURITIES GROUP LIMITED

11. ACCOUNTS PAYABLE (continued)

Accounts payable to margin clients arising from the ordinary course

of business of dealing in securities and equity options transactions

are repayable on demand. No aged analysis is disclosed as, in the

opinion of the directors, an aged analysis is not meaningful in view

of the nature of the business of dealing in securities and equity options.

Accounts payable to clients arising from the ordinary course of

business of dealing in futures, options and gold bullion contracts

transactions are margin deposits received from clients for their trading

of futures, options and gold bullion contracts, respectively. The

excesses of the outstanding amounts over the required margin deposit

stipulated are repayable to clients on demand. No aged analysis is

disclosed as, in the opinion of the directors, an aged analysis is not

meaningful in view of the nature of the business of dealing in futures,

options and gold bullion contracts.

12. SHARE CAPITAL

11.

12.

30 September 31 March

2002 2002

(Unaudited) (Audited)

HK$’000 HK$’000

Authorised:

1,000,000,000 (31 March 2002: 1,000,000,000

600,000,000) ordinary shares of 600,000,000

HK$0.10 each 0.10 100,000 60,000

Issued and fully paid:

475,877,699 (31 March 2002: 475,877,699

480,273,699) ordinary shares of 480,273,699

HK$0.10 each 0.10 47,588 48,027

Pursuant to an ordinary resolution passed on 23 August 2002,

the authorised share capital of the Company was increased

from HK$60,000,000 to HK$100,000,000 by the creation of

400,000,000 additional ordinary shares of HK$0.1 each.

 400,000,000

0.1 60,000,000

100,000,000
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12. SHARE CAPITAL (continued)

During the period, the Company repurchased a total of 4,396,000 of

its ordinary shares of HK$0.10 each on the The Stock Exchange of

Hong Kong Limited, as follows:

Number of

shares in issue Issued capital

HK$’000

As at 1 April 2002 480,273,699 48,027

Repurchase and cancellation (4,396,000) (439)

As at 30 September 2002 475,877,699 47,588

13. CONTINGENT LIABILITIES

At the balance sheet date, contingent liabilities not provided for in

the financial statements were as follows:

(i) The Company has provided corporate guarantees to the extent

of HK$1,970 million (31 March 2002: HK$1,930 million) to

secure the general banking facilities granted to a subsidiary.

As at 30 September 2002, the amounts drawn against the

banking facilities amounted to HK$470,047,000 (31 March

2002: HK$471,688,000);

(ii) Corporate guarantees to the extent of US$4 million (31 March

2002: US$4 million) have been provided by the Company in

respect of gold trading facilities granted to a subsidiary; and

(iii) The Company has provided a corporate guarantee to the extent

of HK$9,310,000 (31 March 2002: HK$10,345,000) in favour

of the lessor in respect of an operating lease arrangement for

the leasing of computer equipment by a subsidiary.

12.

4,396,000 0.10

13.

(i)

1,970,000,000 

1,930,000,000

470,047,000

471,688,000 

(ii)

4,000,000 

4,000,000

(iii)

9,310,000 

10,345,000
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

TAI FOOK SECURITIES GROUP LIMITED

14. OPERATING LEASE ARRANGEMENTS

As lessee

The Group leases certain of its office properties and computer

equipment under operating lease arrangements. Leases for properties

and computer equipment are negotiated for terms ranging from one

to three years.

At 30 September 2002, the Group had total future minimum lease

payments under non-cancellable operating leases falling due as

follows:

14.

30 September 31 March

2002 2002

(Unaudited) (Audited)

HK$’000 HK$’000

Within one year 23,905 24,496

In the second to fifth years, inclusive 25,554 34,699

49,459 59,195

15. CAPITAL COMMITMENTS

In addition to the operating lease commitments detailed in note

14 above, the Group had the following commitments at the

balance sheet date:

30 September 31 March

2002 2002

(Unaudited) (Audited)

HK$’000 HK$’000

Contracted for 3,229 4,428

15.

14
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16. RELATED PARTY TRANSACTIONS

In addition to the transactions and balances detailed elsewhere in

these interim condensed consolidated financial statements, the Group

had the following material transactions with related parties during

the period:

(a) During the period, the Company leased from New World Tower

Company Limited, a company controlled by Chow Tai Fook

Enterprises Limited (“CTF”), which is itself a company

controlled by the family of Mr. Cheng Kar Shun, certain office

premises at New World Tower, 16-18 Queen’s Road Central,

Hong Kong, at a monthly rental, including management and

air-conditioning fees, of approximately HK$1,404,266 for

various terms between one to three years. The Group paid total

rental of HK$8,426,000 (2001: HK$10,221,000) for the period.

The rentals paid were calculated by reference to open market

rentals as confirmed to the Group by an independent

professional valuer.

(b) During the period, the Group provided corporate advisory

services to Asia Logistics Technologies Limited (“ALTL”), of

which Mr. Lo Lin Shing, Simon, a director of the Company, is

also a director and a substantial shareholder. The corporate

advisory fee income from these transactions amounted to

HK$502,000 for the period and were charged in accordance

with terms similar to those offered to unrelated customers.

(c) During the period, New World Insurance Management Limited,

a company controlled by the family of Mr. Cheng Kar Shun,

provided insurance services to the Group. The insurance

premium paid arising from those transactions amounted to

HK$43,000 for the period and was charged at a rate with

reference to the size and nature of the underlying insurance

policy.

(d) The Company and CTF have provided guarantees in respect of

a bank loan granted to a wholly-owned subsidiary of the

Company. A guarantee fee is charged by CTF and is calculated

at 2% per annum on the average daily amount outstanding under

such facility during a financial year. The outstanding balance

of this bank loan at 30 September 2002 amounted to

HK$104,000,000 and the guarantee fee paid to CTF for the

period amounted to HK$1,328,000.

16.

(a)

16-18 

1,404,266

8,426,000

10,221,000

(b)

502,000

(c)

 43,000 

(d)

2

104,000,000

1,328,000



34

NOTES TO THE CONDENSED FINANCIAL STATEMENTS

TAI FOOK SECURITIES GROUP LIMITED

16. RELATED PARTY TRANSACTIONS (continued)

(e) During the period, the Group was advanced a loan of

HK$86,000,000 from New World Finance Company Limited

(“NWF”), a wholly-owned subsidiary of New World

Development Company Limited (“NWD”). The loan has been

fully repaid on 24 September 2002. The interest paid to NWF

for the period amounted to HK$827,000.

(f) During the period, the Group was advanced a loan of

HK$40,000,000 from ALTL. The loan has been fully repaid

on 24 September 2002. The interest paid to ALTL for the period

amounted to HK$682,000.

(g) During the period, the Group was advanced a loan of

HK$800,000 from Mr. Lee Yiu Wing, William, a director of

the Company. The loan is unsecured, bears interest at 1.7187%

and has subsequently been rolled over to 10 December 2002.

(h) During the period, Far East Engineering Services Limited, a

subsidiary of NWD, provided office electrical installation work

to the Group . The amount paid for the period was HK$104,000.

(i) During the period, the Group paid internet maintenance service

fee of HK$143,000 and computer server reallocation project

fee of HK$84,000 to Cyber On-Air Limited, a wholly-owned

subsidiary of Cyber On-Air Group Company Limited (“COA”),

of which Mr. Lo Lin Shing, Simon, a director of the Company,

is also the chairman of COA.

(j) During the period, the Group provided corporate advisory

services to New World CyberBase Limited (“NWCB”), of

which Mr. Lo Lin Shing, Simon, a director of the Company, is

also a director and a substantial shareholder. The corporate

advisory fee income from these transactions amounted to

HK$1,158,000 for the period and were charged in accordance

with terms similar to those offered to unrelated customers.

17. CONNECTED TRANSACTIONS

The connected transactions undertaken by the Group during the

period are set out in (a) to (h) of note 16 to the condensed financial

statements.

16.

(e)

86,000,000

827,000

(f)

40,000,000 

682,000

(g)

800,000

 1.7187 

(h)

104,000

(i) Cyber On-Air Limited

143,000

84,000 Cyber On-Air

Limited

(j)

1,158,000

17.

16 (a)  (h)




