Notes to Condensed Consolidated Interim Accounts

Basis of preparation and significant

accounting policies

These unaudited condensed consolidated interim accounts
(“interim accounts”) are prepared in accordance with Hong
Kong Statement of Standard Accounting Practice (“SSAP")
25, “Interim Financial Reporting”,
Society of Accountants, and Appendix 16 of the Listing
Rules of The Stock Exchange of Hong Kong Limited.

issued by the Hong Kong

The accounting policies and methods of computation used
in the preparation of these interim accounts are consistent
with those used in the annual accounts for the year ended
31 December 2002 except the change in accounting policy
arising from the adoption of the new SSAP 12 “Income
Taxes” during the period.

Under the new SSAP 12, deferred tax is provided in full,
using the liability method, on temporary differences arising
between tax bases of assets and liabilities and their carrying
amounts in the financial statements. Deferred tax assets
are recognized to the extent that it is probable that future
taxable profit will be available against which the temporary
difference can be utilized. In prior year, deferred tax was
accounted for at the current taxation rate in respect of
timing differences between profit as computed for taxation
purposes and profit as stated in the accounts to the extent
that a liability or an asset was expected to be payable or
recoverable in the foreseeable future. The adoption of the
new SSAP 12 represents a change in accounting policy,
which has been applied retrospectively so that the
comparatives presented have been restated to conform to
the changed policy.

The effect of the change was a decrease in the opening
retained earnings and an increase in reserves at 1 January
2003 amounting to HK$997,000 (2002: an increase of
HK$8,669,000) and HK$8,266,000 (2002:
HK$11,804,000) respectively. The profit and reserve
movement for the period ended 30 June 2002 has been
reduced by HK$2,461,000 and HK$32,000 respectively.

An associated company of the Group has made a prior
year adjustment in respect of share of loss of its associated
company. The Group’s share of the prior year adjustment
was a decrease in opening retained earnings at 1 January
2003 of HK$5,905,000 (2002: HK$5,905,000). There was
no effect on the profit for the period ended 30 June 2002
and 2003.
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Notes to Condensed Consolidated Interim Accounts

Turnover and segment information

An analysis of the Group’s turnover and contribution to

profit before taxation by principal activities is as follows:

RHRRFR & hHEABR B PG

2. EXBERDEER

B EXBRBRTANENZ ERIRER
FBEOMT

Contribution to profit

Turnover before taxation
For six months ended For six months ended
3 MR A s 2 5 Rk
NEAKEZE NMERKHEZE

30.6.2003 30.6.2002 30.6.2003 30.6.2002

HK$000 HK$'000 HK$'000 HK$'000
FET FT FET FET
Securities broking BHELR 68,909 73,261 (4,012) (4,489)
Forex, bullion, commodities
and futures HNE - E® - mmREE 68,588 34,893 15,483 2,145
Margin finance and other
financing services B HBGRR E @ B AR 61,064 56,314 5,113 8,614
Term loans BHIER 44,150 85,919 37,664 50,723
Corporate finance and others RS READ 27,418 38,169 13,005 26,179
270,129 288,556 67,253 83,172
Associated companies =N
Share of profits and losses Pk s & e 31,791 31,117
Amortization of share
of goodwill BT RER (412)  (1,225)
Amortization of goodwill BIHIER T E S
on acquisition ZEE (14,848) (3,057)
Amortization of negative B SH R R T EE A
goodwill on acquisition ZEEE 20,465 22,222
36,996 49,057
Jointly controlled entity FHRIZEHIR A
Share of profits and losses Bl ) & g5 18 1 (4,891)
Amortization of share
of goodwill HBIEFT G B - (1,357)
1 (6,248)
104,250 125,981
As both the turnover and contribution to profit before tax HRE S B E 25 2 &2 585,211,0008 7T
of securities dealing activity amounted to HK$5,211,000 (ZZZT =4 : 3,247,000 7T) M BRF AT

(2002: HK$3,247,000) and HK$4,472,000 (2002:
HK$1,962,000) were below 10% of the total, this segment
was reclassified under securities broking activity in the
current period and comparative figures were restated
accordingly.

No analysis of geographical segments is presented as the
contribution to turnover and results of operations outside
Hong Kong is below 10%.

FlzEmB4,472,0008 L (=TT —_F :
1,962,000/ 7T) * D RLEZ210% - Itk
DERANPER D RRBSFERLERZ
T - MBRBEFIEAmES) -

RSN 1 SR R A B B
R10% - B K 2 548 52 5578
B




Notes to Condensed Consolidated Interim Accounts

Operating profit after finance costs

RHRR%R & hHEABR B B

PR B R AN 12 AR R A

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

Crediting:

Amortization of negative
goodwill on acquisition of
subsidiary companies

Interest income

Loss arising from default
of loan agreement with
Millennium Touch Limited
written back

Net unrealized profit on
trading securities

Profit on dealing in foreign
currencies

Profit on disposal of an
associated company

Profit on other
dealing activities

Provision for doubtful debts
written back

Realized profit on derivatives

Realized profit on trading
securities

Unrealized profit on derivatives

Charging:

Amortization of intangible
assets

Depreciation

— Owned fixed assets

— Leased fixed assets

Interest expenses

Loss on disposal of a jointly
controlled entity

Loss on disposal of
fixed assets

Loss on disposal of other
investments

Net realized loss on trading
securities

Net unrealized loss on
trading securities

Permanent impairment of
other investments
transferred from investment
revaluation reserve

Provision for bad and
doubtful debts

Realized loss on derivatives

BB E KA RS R A
Bt ARG T
IHAE :

FTATFIS -

BB A R
FEEZ A&

FBUHA

Millennium Touch
Limited REFTERK
Tohes i 2 A 2 B 1R
7|

S A A S S 3 S
HNE B e

HE—BE R R ZEF

HEHEB K
RARZE (R

PTAETARD BN

AR D B
PTHET AR ST KR

HEBTHIX M

BHETAE

wE

- BEEREEE

- HEEEEE

S

H & — AR
NAEEE
HEEEEERR
HEE MR EER

BB ET A BFER

BFEERABFER
BElRBEEGHREZE
b3 B K ABIEHR

R
T T AR XA

For six months ended

NMERHEEE
30.6.2003 30.6.2002
HK$000 HK$000
FET FET
1,402 1,408
73,735 119,815
19,332 =
276 -
5,953 4,922
1,146 2,001
3,010 159
3,938 1,471
3,160 =
= 845
= 81
1,076 1,604
6,816 7,969
256 =
3,675 12,054
5,549 -
382 28
1,348 -
14 =
= 2,353
1,200 4,760
19,927 14,739
= 482




Notes to Condensed Consolidated Interim Accounts E5RE#5: & = HABR B Mis:

4. Taxation 4. B\
For six months ended
ANMEREHEZ
30.6.2003 30.6.2002
HK$°000 HK$'000
FET FET
Company and subsidiary
companies ARARRHBAR
Hong Kong profits tax BBNEH 6,144 9,304
Overseas taxation TEINELIR 3,039 576
Deferred taxation EERE (&E)
(written back)/provided At (1,769) 2,778
7.414 12,658
Associated companies =N
Hong Kong profits tax BBEFFH 643 5
Overseas taxation provided/
(written back) TEONRIEZERS S (BE) 5,297 611)
Overseas deferred taxation T INEIER T 287 12,703
6,227 12,097
13,641 24,755
Hong Kong profits tax has been provided at the rate of BEFEBEH R AR ERT R T
17.5% (2002: 16%) on the estimated assessable profits ERREAT 5% (ZTZT=4F  16%):1H °
for the period.
Taxation on overseas profits has been calculated on the EH A [ EU 2 IR AR IR R E R AR
estimated assessable profits for the period at the rates of TEZ B R & TS 2 (et R SR B i A 3R 5%
taxation prevailing in the countries in which the Group 2 RITHRGTE o
operates.
5. Dividend 5. KRS
For six months ended
GRS ES
30.6.2003 30.6.2002
HK$’000 HK$'000
FET FET
Proposed interim dividend of FRF RSB
2 cents per share (2002: 28l (ZZT=F -
2 cents per share) FRR 2 L) 24,955 30,084
Adjustment to 2002 —ZE_FREKE
final dividend 2 (4) -
24,951 30,084




Notes to Condensed Consolidated Interim Accounts

6. Earnings per share

The calculation of earnings per share is based on the profit
attributable to shareholders of HK$90,672,000 (2002:
HK$101,147,000) and the weighted average number of
1,340,538,311 ordinary shares in issue during the period
(2002: 1,504,223,465 ordinary shares).

No diluted earnings per share is presented for the period

as there are no dilutive potential ordinary shares as at period

end (2002: Nil).

Other investments

SREF

FRE R Z 5T E TR 2 R B AE G 5 A

90,672,000/ 7T (=2

=4 : 101,147,000

FETT) R HB BB AT AR A0 HE F 49 AR
1,340,538,3111 (CFE—F : ¥BK
1,504,223,4650%) it & -

RERE - REEAEEE RN B -
HAY \EESREERN (ZFT_F

RHRR%R & hHEABR B B

Listed equity investments
issued by corporate entities,
at market value
— Listed in Hong Kong
— Listed outside Hong Kong

Unlisted equity investments,
at fair value

Club debentures, exchange
participation rights and
statutory deposits and other
deposits with Exchange and
Clearing companies

Add: amounts due from
investee companies

Less: provision for amount due
from an investee company

Less: amount due to an
investee company

MRET EHRE
RE A
— EEFELW
— EEBLAIN LT

JE LML E -
BERYEE

SR
RGMREERTZ
EERE REMERS

o AR EARRE
A —EEREAR
RERAEM

R Z2 R

=) o
HibR&E
30.6.2003 31.12.2002
HK$°000 HK$°000
FET FET
237,858 204,041
1,311 1,461
239,169 205,502
228,108 238,900
30,941 19,480
498,218 463,882
103,542 106,789
(2,161) (2,161)
599,599 568,510
- (1,702)
599,599 566,808
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Notes to Condensed Consolidated Interim Accounts

RHRRFR & hHEABR B PG

8. Cash and bank balances 8. RERBITHEE
30.6.2003 31.12.2002
HK$°000 HK$°000
FET FET
Cash and bank balances Re RIBITHET 244,584 194,822
Fixed deposits with banks RITE HATE R 168,715 133,884
413,299 328,706

The Group maintains trust accounts with licensed banks
to hold clients’ deposits arising from normal business
transactions. At 30 June 2003, trust accounts not otherwise
dealt with in these accounts totaled HK$1,406,756,000

(2002: HK$944,695,000).

9. Trade and other receivables

SERFERITRAGELD - REER
BEBHEMH{EELERTER - R=F
T=FA=1TH ARBEAURKREF
Z=7EFERF1,406,756,0008 7T (T =
£F : 944,695,000 7T) °

9. RERHMEWIR

Trade receivables
Accounts receivable from
brokers and clients
Less: provision

Secured margin loans
Less: provision

Secured term loans *
Unsecured term loans
Less: provision

Current portion of promissory
notes and amounts due from
a listed associated company

Interest receivable

Other accounts receivable,
deposits and prepayments

R
TR E I S

B R

BRI 5K
B R

i3

*

HEHE Ht
A 2
B R

2
A
T
BN

mE o

— L E A RR
—FREHZ
AR R MR AR

FEM B

HAEUWER - Ze
RIENER

30.6.2003
HK$’000 HK$’000
FET FET

556,157
(40,895)
515,262
1,420,870
(221,795)
1,199,075
327,810
5,864
(60,816)

272,858
1,987,195
220,954
1,549
70,757

2,280,455

31.12.2002

HK$'000  HK$'000

T FET
373,136
(31,301)

341,835
1,146,503
(196,026)

950,477
592,112
5,864
(60,816)

537,160

1,829,472

215,125

1,834

20,912

2,067,343




Notes to Condensed Consolidated Interim Accounts E5BH#5 & = HABR B Mis:

9. Trade and other receivables (continued)

* On 24 November 1999, the Company entered into an
agreement for the sale of 770 million shares in Tian
An China Investments Company Limited (“Tian An")
to Millennium Touch Limited (“MT"). These 770 million
Tian An shares represented approximately 19.79% of
the then issued share capital of Tian An and 9.07%
of the issued share capital of Tian An as at 30 June
2003 (2002: 9.07%). MT paid 5% of the purchase
price and entered into a loan agreement with the
Group to finance the balance. As security for the loan
agreement, MT entered into a share mortgage with
the Group. The share mortgage provided that if there
was default under the loan agreement, then the Group
may enforce its security by, inter alia, selling the 770
million Tian An shares to discharge the indebtedness
owed by MT to the Group or foreclosing on the shares.
However, the Company has not exercised, and has
forgone any entitlement to exercise any voting rights
on these 770 million Tian An shares.

MT has defaulted under the loan agreement since 24
November 2000 and the Group wrote down the loan
by accounting for an unrealized loss of
HK$134,124,000 in year 2000 by marking to market
those 770 million Tian An shares at the closing market
price of HK$0.134 as at 31 December 2000. A further
unrealized loss of HK$10,110,000 was taken up in
year 2002.

In August 2003, 650,000,000 Tian An shares were
tendered for the share repurchase offer by Tian An
and were accepted in full. The consideration of the
shares repurchased amounting to HK$97,402,500 (as
to HK$19,402,500 in cash and HK$78,000,000 in the
form of 5 years loan notes at an interest rate of 2.5%
p.a. issued by Tian An) was received by the Group in 2
September 2003, resulting in a reduction of amount
due from MT.

As a result of the above shares repurchase and by
marking to market the remaining 120 million Tian An
shares at the closing market price as at 30 June 2003
of HK$0.125, unrealized loss adjustment of
HK$19,332,000 was written back to the profit and
loss account. The amount due from MT after the
aggregate unrealized loss as at 30 June 2003 was
HK$112,402,000 (2002: HK$93,070,000) and was
included in secured term loans.

9.

R H W AR ()

*

R—hhANE+—A=1+mWmA - ARQF]
&2 Millennium Touch Limited (TMTJ)
=S 155  AIMT I E770,000,0004%
RERBEEEFR AR ([RE]) & ©
1t£770,000,000 IRAR LR A (EE B RE
BITIRAK) 19.79% * (G =TT =47
A=1TBXRLEITRAL 9.07% (=F
T4 9.07%) ° MTEMT 5% KRB KR
ER£R B 5T 37 — B R s AU 8RR -
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02 RRHE - REKREITEZTRR
T2 RER -
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ReeBITE R © #25%770,000,000
BREZRODR-ZZZTZF+ A=
—BAmSKRHESAR0.1348 T ERT
H KER_ZTTFHARLEES
18134,124,0007 T LABIEZE K » R
—ET _FHFAKRLREBE
10,110,000/ 7T

R-ZBZ=F\A  BRLRLEZR’
fp B8B83 - 5650,000,0000% K %%
HREWE I EER - EER =T
T=FNA =B UKREIRGKEEZKE
97,402,500/ 7T (X +19,402,50078 7T
BIRE RET 78,000,000/ T AHKRE

BT AFHERNE2. 5% 2 ERE
)+ BIBMTETR Z 5RIB R ©

BHARANURNERMEERABKB T Z
120,000,000 K LD A =TT =4
NA=TAmMBKRMESR. 125757
sTH - 519,332,000 T2 K 7355
ERABREEFITERP - R
=FXNA=18  fFAFRBRLES
181& - MTFT/R Z 538 4112,402,000
BT (ZZZ =4 : 93,070,000%57T)
W HIR B IEAREEAERP o
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Notes to Condensed Consolidated Interim Accounts

9. Trade and other receivables (continued)

The ageing analysis of the trade receivables is as follows:

9.

RHRRFR & hHEABR B PG

R H W AR ()

BERKARZ BREE DTN T

Current 2111
30-60 days 30-60 X
60-90 days 60-90 X
Over 90 days 90 KEA E
Less: provisions L R

30.6.2003 31.12.2002
HK$°000 HK$°000
FET TET
1,893,722 1,743,546
5,757 2,281
3,844 1,052
407,378 370,736
2,310,701 2,117,615
(323,506) (288,143)
1,987,195 1,829,472

There were listed securities, unlisted securities and
properties of clients held as collateral against secured
margin loans and term loans. The market value of the listed
securities as at 30 June 2003 was HK$3,939,003,000
(2002: HK$3,531,596,000).

The credit of trade receivables including secured margin
loans and secured term loans are approved and reviewed
by either the Credit and Risks Management Committee or
the Executive Committee. Clients are normally required to
provide additional margin or securities whenever there are
any shortfalls in their accounts.

Specific provisions are made for doubtful debts as and when
they are considered necessary by the Credit and Risks
Management Committee or the Executive Committee.
Trade receivables in the balance sheet are stated net of
such provisions.

EEFAREF LMES ELMBEHFRD
EIERAEMBHF M LA EEEHER
ZHEFG c R=ZTT=FA=1H "It
&£ Fh&FH 2 MEA3,939,003,000%47T (=
T — 4 ¢ 3,531,596,000/87T) ©

BIEHEREFIR R KRG B ERD
meEEbRz EESREERRREES
BENMITEE U - EXFF DEH
TRE » —RERF LIRS HEM M
AN R ZE -

FERREFARARGEEREREEEZE
BANTEZETRRTERRERE - K28
WAR BRI S EEI N EERBERT -




Notes to Condensed Consolidated Interim Accounts E5BH#5 & = HABR B Mis:

10.Trading account securities

10. BHRER

30.6.2003 31.12.2002
HK$°000 HK$°000
FET FET
Equity securities listed in EBEB 2 RIEES -
Hong Kong, at market value RhE
Issued by corporate entities AR ET 5,005 5,101
Issued by banks HIRTTEAT 1,257 1,390
Issued by public
utility entities A WERTT 21 23
6,283 6,514
Equity securities listed outside EBBIAIN LT 2 ik
Hong Kong, at market value B RmE
Issued by corporate entities AEEET 4,098 1,799
Marketable debt securities B TEERES
Issued by central government P R BUTEAT 7,779 7,772
Issued by banks RERITEAT - 5,424
7,779 13,196
Others EHAh 513 335
18,673 21,844
11.Bank loans and overdrafts 1. BITERREX
30.6.2003 31.12.2002
HK$’000 HK$'000
FET FET
Unsecured bank overdrafts ERRITES - 23
Secured bank overdrafts * BIEMIRITRER * 43,018 -
Current portion of long term —FRNEH 2 RERT
bank loans (note 16) &R (et 16) 5,849 5,787
48,867 5,810

* At 30 June 2003, listed investments belonging to the

Group and clients with a total market value of
HK$833,171,000 (2002: HK$761,412,000) were
pledged to banks and financial institutions. The Group

has also pledged leasehold properties with a total book
value of HK$32,000,000 to banks. Banking facilities
of HK$2,126,000,000 (2002: HK$2,030,000,000)

were available to the Group.

RZZETE=FA=1+H BREH
REFZ & AR TIRT &M
TS - H4am{EA833,171,000/87T
(ZZFZ =4 : 761,412,000/ 7T) @ &
= 71 A LABR M 42{832,000,000/48 7T 2
BHRZYERETIRT - £EEAIHHA
K= E5/42,126,000,000/8 7T (—TF
—4F : 2,030,000,000/57T) °
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RHRRFR & hHEABR B PG

12.Trade and other payables 12. KRE R HAMETER
30.6.2003 31.12.2002
HK$°000 HK$'000
FET FET
Accounts payable to brokers
and clients B EEREFER 665,718 478,658
Other accounts payable
and accruals H e IR M e B A 204,503 200,833
Current portion of obligation
under a finance lease —FRNEHzREEE
(note 16) &% (Kt 16) 870 850
Trade payable to a listed — EiEgE AR
associated company IS E RS AR 2,478 =
873,569 680,341
The ageing analysis of
accounts payable to brokers R R B PR
and clients is as follows: ZERER DTN
Current BNEA 627,089 465,233
30-60 days 30-60 X 4,049 3,076
60-90 days 60-90 X 24,514 1,676
Over 90 days 90 RIA £ 10,066 8,673
665,718 478,658
13.Share capital 13. B&A&
No. of shares of HK$0.2 each Amount
RESKAE 0247 &8
30.6.2003 31.12.2002 30.6.2003 31.12.2002
HK$'000 HK$'000
Fi&x FHT
Authorized: EERA
Balance brought forward and
carried forward HESEERET 15,000,000,000 15,000,000,000 3,000,000 3,000,000
Issued and fully paid BORBRRA
Balance brought forward 1,504,223,465 1,504,223,465 300,845 300,845
Shares repurchased by way of a NEEREEES
general offer and cancelled B8 Rt SR 3 (255,234,309) = (51,047) =
Shares repurchased on The Stock
Exchange of Hong Kong Limited WEABE XHMAER
and cancelled REBEREHRN (520,000) - (104) -
Balance carried forward EHET 1,248,469,156  1,504,223,465 249,694 300,845
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Notes to Condensed Consolidated Interim Accounts

Share capital (continued)

In February 2003, the Company repurchased a total of
255,234,309 shares of the Company pursuant to a general
offer at a price of HK$1.30 per share (as to HK$0.30 in
cash and HK$1.00 in loan note). The Company paid
HK$76,570,292.70 in cash and issued loan notes with a
total face value of HK$255,234,309 on 7 March 2003 to

14.

satisfy the consideration.

Subsequent to the above repurchase and up to 30 June
2003, the Company has repurchased a total of 520,000
shares of the Company on The Stock Exchange of Hong

Kong Limited at an aggregate consideration of

HK$508,970.

Profit and loss account

13. PR (48)

REZE=F_8 AR RKRBE2EKE
A LAEAR1. 304 el B & ££255,234,309
R A% 15 (FE#0.30/B T AR & KR T1.00748
TTAERER) - AARIR=-TT=F=A
+ Bt HIE$76,570,292. 7078 T R 3EITHA
1B $£255,234,30978 7T 2 EREIR AT 7
HARME -

REMEEBEERSEE—ZST=F A=+
B NARNMEREBHERIAERA
AIEIRE 4 E520,000 &1 - BRES
508,970/ 7T °

RHRR%R & hHEABR B B

Balance as at 1 January,
as previously reported
Prior year adjustments
— Adoption of new SSAP 12

— Share of an associated
company

As restated

Profit attributable to
shareholders for the
period/year

Dividends paid

Premium on shares repurchase

Transfer to capital redemption
reserve on shares repurchase

Shares repurchase expenses

Transfer (to)/from capital
reserve by associated
companies

Representing:
Retained profits
Proposed dividend

—RA—B&fF  BAE
SIIfR

X3 £
— RFTREER)

F125%

— M ERAR

]l

AE REERR
FEAEE

[ E=S-ah]

DR 2 i (B

SEERDEREEAR
B

BERNZER

BEAREE () /
BEARRE

DR
RE B
FURAR S

14. #BEAR

30.6.2003 31.12.2002
HK$'000 HK$'000
FRET FET
2,247,170 2,085,538
(997) 8,669
(5,905) (5,905)
2,240,268 2,088,302
90,672 195,223
(24,976) (45,126)
(281,162) -
(51,151) =
(1,399) =
(195) 1,869
1,972,057 2,240,268
1,947,102 2,215,288
24,955 24,980
1,972,057 2,240,268
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15.Loan notes

RHRRFR & hHEABR B PG
15. EREH

30.6.2003 31.12.2002
HK$°000 HK$'000
FET FET
Loan notes issued on shares ?ﬁ@ﬁﬁﬂﬁf’ﬁﬁﬁ%ﬁ
repurchase (note 13) BRERE (K 13) 255,234 -
Purchase and cancellation E%@ Rt (21,597) =
233,637 -
The loan notes bear interest at 4% per annum and the EREBERMAEFHERI%ZFE - BERERE
principal of the loan notes is due for repayment on 7 March AR _ZZE/N\F=AtH ‘Jﬁﬂ &
2008.
16.Long term liabilities 16. REAEE
30.6.2003 31.12.2002
HK$°000 HK$°000
FET FET
Secured bank loans * HEARIRITER * 39,122 42,000
Obligation under
a finance lease mEREES 1,396 1,816
Other long term employee
benefits HiRHAE TEF 6,133 6,133
Deferred income PRIEHTA 3,306 -
49,957 49,949
Less: current portion o —FHREIEZ
Secured bank loans BERITER (5,849) (5,787)
Obligation under
a finance lease REREEB (870) (850)
43,238 43,312

*  The Group had leasehold properties with a total book
value of HK$63,608,000 (2002: HK$63,897,000)
pledged to banks as security for installment loans

granted to the Group with a total outstanding balance
of HK$39,122,000 (2002: HK$42,000,000).

*  KBEBREAE63,608,000% 7T (=%
T 4 : 63,897,000/ 7T) 2 BHRY

FRTIRIT - ERBTERE \HH‘E
ZHEM - ZFEEFOREE

39,122,000% (=&
42,000,000/ 7T) °




Notes to Condensed Consolidated Interim Accounts

RHRR%R & hHEABR B B

At 30 June 2003, the Group had future aggregate

minimum lease payments under non-cancelable

operating leases as follows:

17.Commitments 17. &YE
(a) Capital commitments (a) BEAREME
30.6.2003 31.12.2002
HK$°000 HK$'000
FET FET
Contracted but not EENEXRERE
provided for RYE A E 3,930 4,339
Authorized but not
contracted for EHEBRFLNE 46,526 47,175
50,456 51,514
(b) Commitments under operating leases (b) BEHEAKIE

RZZBT=FA=+H SERE

Within one year
In the second to fifth year
inclusive

—FA

AL B R T R R RS2 2
SERERKAT :
30.6.2003 31.12.2002

Land and Land and
buildings Others  buildings Others
FHE Hft HEE Hit
HK$000 HK$'000 HK$'000 HK$'000
FET FET FET FET
28,361 934 22,933 77
20,036 496 26,404 -
48,397 1,430 49,337 77
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18.Contingent liabilities

(a)

At 30 June 2003, the Group had guarantees as follows:

RHRRFR & hHEABR B PG

18. RARAME

(a)

EEN-TE=FAA=+BZRE
m

Guarantees for banking

and loan facilities BTFUAT AR ZIRTT
granted to: REREERE :
— a subsidiary company
of a jointly controlled — —HEESAF
entity Z—HEAR
— an investee company — —HMIRERR

Indemnities on banking
guarantees made

available to a clearing HIET—HEEAR

house and regulatory BEE MRS 2 R1T
body IREBATIEZ AR
Other guarantees H A fRE

30.6.2003 31.12.2002
HK$000 HK$'000
FET FET

= 100,000

7,020 7,020
4,540 4,540
1,563 1,734
13,123 113,294

20

Sun Hung Kai Securities Limited (“SHKSL"), a wholly-
owned subsidiary of the Company, issued proceedings
against New World Development Company Limited
("NWD") on 22 December 1998, claiming, inter alia,
the repayment of approximately HK$35,319,000 paid
by SHKSL to NWD as restitution of monies received by
NWD in relation to a hotel project in Kuala Lumpur,
Malaysia.

NWD and its wholly-owned subsidiary, namely,
Stapleton Developments Limited, subsequently issued
proceedings against SHKSL, claiming, inter alia, the
specific performance of SHKSL's alleged commitment
with them in respect of the development project to
provide funding of approximately HK$115,910,000,
of which HK$18,740,000 represents interest accrued.
A trial date, originally set for April 2002, was vacated
following NWD's request to do so and the trial
commenced on 9 June 2003. Final submissions have
been made and the court has reserved its judgement.

Legal costs are recorded in the profit and loss account
as incurred.

(b)

ARBZEMBRARFBELESFR
AR([FEED - R—NAANFE+=—A=
T RRAFERERBR AR ([F
FDIBHFR - RE Eh 218 RFHE
< Tttt 514935,319,0007 7T * 14
SRR R — IR G RS AR PEGE H IR
EIERTEIPT I Z FRIR ©

it SR ERH 2 & [{ B A RlStapleton
Developments Limitedp {4 [ #7 s 52
HEFA - Bk (K8 FiEEiT—
ERBZ TR RABEESE
PREFRIAXI115,910,000/8 7T + HA
18,740,00078 7T B FERHFILS o fEXTHH
RZEXRT RN =% £ A
ZEAEHEBCH  MR=ZTT=4F
NANBRHA  EHEEHRER
) EBT R E M HIR o

EREANEERRERSFERTP
S ©
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18.Contingent liabilities (continued)

(¢) On 9 September 2002, Sun Hung Kai Investment
Services Limited (“SHKIS"”), an indirect wholly-owned
subsidiary of the Company, was served with a writ
attaching a statement of claim by Shenzhen Building
Materials Group Co. Limited, a Shenzhen P.R.C.
registered company, claiming the return of certain
shares in Shenzhen International Holdings Limited
(worth approximately HK$29,031,000 at 30 June
2003) together with interest, costs and damages. The
actions taken by SHKIS were based on considered
advice from reputable legal counsel, which advice was
strictly followed in its implementation. The claim is
being strenuously defended and at this stage the
Directors take the view that no contingency arises for
which a provision is required to be made. The case is
at an early stage with interlocutory matters only being
dealt with.

19.Acquisition of subsidiary

On 25 June 2003, the Group has acquired 100% of the
share capital of Shun Loong Holdings Limited (“Shun
Loong”). The principal activities of its subsidiaries are
securities, forex, bullion, commodities and future broking,
money lending, share margin financing and property
investment. The consideration of the above acquisition is
HK$36,500,000 subject to additional amounts in a sum of
HK$15,700,000 which may be payable one year from the
date of completion under certain conditions. A negative
goodwill of HK$19,918,000 resulted from the acquisition
based on the maximum consideration of HK$52,200,000
and related cost on acquisition. The acquisition of Shun
Loong during the period did not have any significant
contribution to the Group’s operating profit or material
impact on the Group’s net operating cash flow.

RHRR%R & hHEABR B B

18. RAREMHE ()

(c) R=ZFZ=FhANA ' FIIHEM
SEAR AR (—REEH BRI MR
B2 AR) MAARMEEENEA
BIFTBEAR A RIS AR A A ([F B E
BEDBLREER  ERBEEET
RYNBBRIER AR AT Z & (R=F
T=F;NA=+H#E29,031,000%
J0)  WRESRZAE - BRAKREH
B - IBEREFEDMZITHEER
— B RERAEBREATIRL ZREH
BER - MBEHRIT - REIVIEEA
BEURE  MERKR  AFES
BRIBEEERASIABBEEELEMEN
TEIEHEE o LFFREEITIFESR
E£IH - WEER VIR ARG ER ©

19. UBE B A E

REZFZT=FA=1+HB SEEAIE
fEEEARA R ([NEE]) 100%A84 - HH
BRARIZEEEBRES INE - Hd -
EmREBEERL EE - BHFERRRME
& - DA EUEE 2 R {8 436,500,000/ 7T
(] A pe 48 2 515,700,000/ 7T 2 585N IR
TR FAEE) - REREINFIER BN K4
TAIBEM R B =R — FEZ - MEmai
f852,200,000/5 T:E R A BEEAE AT
8 WEEAZARNER19,918,000%8
TC o B EA L B P 3 £ 0 4 5 i AR I £
BEAER  RUEEELLEFREREES

=27
b2
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Notes to Condensed Consolidated Interim Accounts

20.Maturity profile of assets and liabilities 20. BEREERHS T
As at 30 June 2003
RZBE=FXA=1H
Within 3 months 1 year On
3 months to 1year to5years  After demand
= =@A —§Z Syears LS Total
AR Z-F iF  If# BR BE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEr FEx TFEn FEr TEx  TEx
Assets =13
Promissory notes of a listed
associated company — IR RRZRERE - 185,419 - - - 185,419
Fixed deposits with banks RITESER 168,715 - - - - 168,715
Term loans HHER 71,510 100,617 - - 161,547 333,674
Debts securities in trading
account securities REFRER BHES 7,779 - - - - 7,779
Liabilities =1
Bank loans and overdrafts RITEAREX 43,018 - - - - 43,018
Loan notes ERRE - - 233,637 - - 233,637
Long term bank loans REJRITER 1,451 4,398 24,694 8,579 - 39122
Obligation under a finance
lease REHEEY 214 656 526 - - 1,39%
As at 31 December 2002
RZBZ-F+-A=1—H
Within 3 months 1 year On
3 months to 1year to5 years After  demand
=@ =R —%% Syears LSS Total
AN E-F 1E  AfFk BR ]
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
FEr  FEr  FEr  FEr  FEr TEn
Assets 13
Promissory notes of a listed
associated company — A RRZAHER - 185,419 - - - 185,419
Fixed deposits with banks BATHER 133,884 - - - - 133,884
Term loans BHIER 127,339 309,500 - - 161,137 597,976
Debts securities in trading
account securities REFLER BHES 13,196 - - - - 13,19
Liabilities =1
Bank loans and overdrafts RITERREX 23 - - - - 23
Long term bank loans REBITHER 1,436 4351 24,428 11,785 - 42,000
Obligation under a finance
lease BEAMEEY 209 641 966 - - 1,816
The above tables only list out the assets and liabilities which EXRRFIEEHRZEERAE - B
have a term of maturity. Overdue assets are reported as on RIEBZ BEINRBBERER -
demand.
22
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21.Related party transactions

During the period, the Group had the following material

21. FREALTZRS

REAN - KREEEGHEATEUTZEXR

RHRR%R & hHEABR B B

transactions with related parties: R :
For six months ended
RNMEAGEEE
30.6.2003 30.6.2002
Note HK$°000 HK$°000
Hifat FHT FHET
Dividend received from a
subsidiary company of the LR ARZ —
ultimate holding company B8 A R ER 2 AR B 4,610 9,300
Disposal of Group’s interest
in a jointly controlled entity
together with the
assignments of advances to HE—HRAEHIAFZ
that company and its W N EG TZAR
subsidiary to an indirect REMBRRZERT
subsidiary of the ultimate BIRIERATZ
holding company —RENMB AR (@& (b) 87,500 -
Interest income from a listed W — EriHE A RATE
associated company 2 TSN as 6,436 5,891
Insurance premium received
from the ultimate holding
company and its subsidiary WA AR 7] R EL BT 8
companies ARKEMZ R E 3,784 3,158
Insurance premium received
from a listed associated #— EiEE A EERZ
company RBE 1,249 -
Promissory note received from #— EriEE A BER 2
a listed associated company EERE (c) 40,419 40,419
Rent, property management
and air-conditioning fees W — EriHE A RATE
received from a listed 2 MEER
associated company REAEBR 468 622
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Notes to Condensed Consolidated Interim Accounts E5RE#5: & = HABR B Mis:

21.Related party transactions (continued) 21. EREALTZR S (&)
At 30 June 2003, the Group had the following material REZZZE=FA=1H SEEFHE
balances with related parties: ATEUA T ZEREES -
30.6.2003 31.12.2002
Note HK$000 HK$'000
Hitat FET FET

Amounts due from/(to)

associated companies BENRIRER (BER)
Amounts due from a

listed associated company — EiEE R RIRER

— Promissory notes — EHER 185,419 185,419

— Interest receivable

and others — FEWH B R E A 35,535 29,706

Amounts due from other

associated companies b Bt R B R ER 81,452 78,209
Trade payable to a listed — EEE AR

associated company L REER (2,478) =
Amounts due to other

associated companies Hinft & ARER (32,168) (31,818)

Amount due from a jointly
controlled entity —HEESI QR RER (b) - 90,000

Guarantees for banking and

loan facilities granted to a BT —HREHRFZ
subsidiary of a jointly —MIBARRITR
controlled entity BREEZRE (b) - 100,000
(@) The loss on disposal of the jointly controlled entity ) HEWLERAES AR ZEBR A
was HK$5,549,000. 5,549,000 7T °
(b) The jointly controlled entity is also a subsidiary of the (b) Lt RS FH & B IR AR AR
ultimate holding company before the disposal. RABIZ —HEBAT] °
(c) The promissory note was issued by a listed associated (c) #ZFEAFHEZRIEHR — EHE QAT -
company for the purpose of repaying the outstanding RIEREEBR -_ZZT_FA=-HEF
principal and interest under the 4% convertible loan 2 —ANANFNAZB4% AR E
note dated 2 June 1998 due on 2 June 2002. The RERBHREREERS RFE o th&EGE

promissory note bore interest at 7% per annum and ERMI B F RN LT %2 T2

matured for repayment on 2 June 2003. It was agreed

on 2 September 2003 that the repayment date of the FNAZH EHRAEBZAERE
amount and accrued interest should be extended to 2 FIABEZEEEERERE_TZTM
June 2004 with other terms and conditions remained FRNAZA - M EAE R R G4
unchanged. A o
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