NOTES TO THE ACCOUNTS
& B B aE

For the Year ended 31 December 2003 HE—FTE=—F+_A=+—HIFE

CORPORATE INFORMATION

The Company was incorporated in Bermuda as an exempted
company with limited liability. The principal place of business of
the Company is located at 34/F, COSCO Tower, Grand

Millennium Plaza, 183 Queen’s Road Central, Hong Kong.

Pursuant to a group reorganisation scheme to rationalise the
structure of the Group in preparing for the listing of the
Company’s shares on the Stock Exchange, the Company
became the holding company of the Group in Hong Kong on
15 August 2000 and its shares were listed on the Main Board
of the Stock Exchange with effect from 28 September 2000.

During the year, the Company is an investment holding company
and its subsidiaries are principally engaged in the provision of
financial services including broking, securities margin financing,
corporate finance and asset management, money lending and

investment trading and holding.

PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of

these consolidated accounts are set out as below:

(a) Basis of preparation

The accounts have been prepared in accordance with
generally accepted accounting principles in Hong Kong and
comply with accounting standards issued by the Hong
Kong Society of Accountants (“‘HKSA”). They have been
prepared under the historical cost convention as modified
by revaluation of certain investments in securities.
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NOTES TO THE ACCOUNTS (continued)

ik B B

af (#8)

For the Year ended 31 December 2003

2. PRINCIPAL ACCOUNTING POLICIES
(continued)

(@)

(b)

Basis of preparation (continued)

In the current year, the Group has adopted the following
Statement of Standard Accounting Practice (“SSAP”) issued
by the HKSA which is effective for accounting periods
commencing on or after 1 January 2003:

SSAP 12 (revised) Income taxes

The change to the Group’s accounting policy and the effect
of adopting this revised standard are set out in notes 2(j), 9

and 17 to the accounts.

Consolidation

The consolidated accounts include the accounts of the
Company and its subsidiaries made up to 31 December.
The results of subsidiaries acquired or disposed of during
the year are included in the consolidated profit and loss
account from the effective date of acquisition or up to the
effective date of disposal as appropriate. All significant
intercompany transactions and balances within the Group
are eliminated on consolidation.

The gain or loss on the disposal of a subsidiary represents
the difference between the proceeds of the sale and the
Group’s share of its net assets together with any
unamortised goodwill or negative goodwill or goodwill/
negative goodwill taken to reserves and which was not
previously charged to or recognised in the consolidated
profit and loss account.
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NOTES TO THE ACCOUNTS (continued)

Rk B B aE (48)

For the Year ended 31 December 2003

2. PRINCIPAL ACCOUNTING POLICIES
(continued)

(c) Subsidiaries

Subsidiaries are those entities in which the Group, directly
or indirectly, controls the composition of the board of
directors, controls more than half of the voting power or
holds more than half of the issued share capital.

In the Company’s balance sheet, the interests in subsidiaries
are stated at cost less any impairment losses. The results
of subsidiaries are accounted for by the Company on the

basis of dividends received and receivable.
(d) Revenue recognition
(i) Interest income

Interest income is recognised when there is no
uncertainty as to the ultimate collection on a time
proportion basis, taking into account the principal
amounts outstanding and the interest rates applicable.

(i)  Commission income and handling fee income, asset

management and aavisory fees

Income arising from broking, corporate finance and
asset management are recognised when the relevant
services are rendered and the amount can be reliably
estimated and it is probable that it will be received.

(i) Realised gains and losses on disposal of investments

in securities

Realised gains or losses on disposal of investments in
securities are dealt with through the profit and loss
account on a trade date basis when a sales contract
is entered into.
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NOTES TO THE ACCOUNTS (continued)
BR B B 5% (48)

For the Year ended 31 December 2003

2. PRINCIPAL ACCOUNTING POLICIES
(continued)

(d) Revenue recognition (continued)

()

()

(iv) Income from trading of listed securities

Income from trading of listed securities is recognised
as revenue on a trade date basis.

Turnover

Turnover represents commission income and handling fee
income, interest income, revenues from trading of listed
securities and revenues from asset management and

advisory fees.

Fixed assets

Fixed assets, comprising leasehold improvements, furniture
and fixtures and office equipment, are stated at cost less
accumulated depreciation and any accumulated
impairment losses.

Fixed assets are depreciated at the following annual rates
sufficient to write off their costs less any accumulated
impairment losses over their estimated useful lives, on a

straight line basis:

Leasehold improvements 16 - 50%
Furniture and fixtures 25%
Office equipment 25%

At each balance sheet date, both internal and external
sources of information are considered to assess whether
there is any indication that fixed assets are impaired. If any
such indication exists, the recoverable amount of the asset
is estimated and where relevant, an impairment loss is
recognised to reduce the asset to its recoverable amount.
Such impairment losses are recognised in the profit and
loss account except where the asset is carried at valuation
and the impairment loss does not exceed the revaluation
surplus for that same asset, in which case it is treated as a

revaluation decrease.

36 | REXCAPITAL Financial Holdings Limited ¢ #l 2 & B Z R & R A &

(d)

(e)

U]

HE-FE=F1 A=+ ALFE

2. FESTHHEE)

Wy s TR ()

(v) BEELTEZFZPA

BB EMRHFIRARZ S BH#ER
YA

-

EEEHRASBARFEBLRA - TS
WA~ BEE EhRSREAREERE
SEGELe

BE&EE

BEEERRHEEMERE  GRMRE
ENMAERME  BEANREATER
ERREREBEARK

BEIEEER NI R AN SHEL AR T fA]
REREBBRZFER - ERENER
FHAME R R HITE

HEMEREE 16-50%
RN ERE 25%
WRERE 25%

EBFEER  ARERIINEEER
FHELRHE  BEARTRBRETEE
EMRREzEERTRE o WA ERZ
EPRHA - BEAEEZATREE
8 WNEEREZREBEE R WD
28 o BUEEENBRERERARK -
BEZEEARMREERETEBR
—BEEHBERRRIN - ERER
T BERERREEGHRERE -



NOTES TO THE ACCOUNTS (continued)
iR B B s (48)

For the Year ended 31 December 2003

2. PRINCIPAL ACCOUNTING POLICIES
(continued)

(f)

(9)

(h)

Fixed assets (continued)

The gain or loss on disposal of a fixed asset is the difference
between the net sales proceeds and the carrying amount
of the relevant asset, and is recognised in the profit and
loss account. Any revaluation reserve balance remaining
attributable to the relevant asset is transferred to the profit

and loss account and is shown as a movement in reserves.

Intangible assets

Intangible assets represent trading rights in the Stock
Exchange and the Hong Kong Futures Exchange Limited
(the “HKFE”) which are stated at cost less accumulated
amortisation and any impairment losses. Intangible assets
are amortised over their estimated useful lives, based on
directors’ assessments, from the date of acquisition. Where
an indication of impairment exists, the carrying amount of
any intangible asset is reassessed and written down
immediately to its recoverable amount.

Investments in securities

()  Held-to-maturity securities

Held-to-maturity securities are stated in the balance
sheet at cost plus/less any discount/premium
amortised to date, less any impairment losses
recognised to reflect irrecoverable amounts. The
discount or premium is amortised over the period to
maturity and aggregated with other investment income,
interest income/expense included in the profit and loss
account so that the revenue recognised in each period
represents a constant yield on the investment. Provision
is made when there is a diminution in value other than

temporary.

(f)

(9)

(h)

BE-FF=F1 A=t ALEE

2. FESFHEKE

BEEE ()

HEEEEE 2 BEIEHERSIRS
BEAMEEREE CERE - Wi
RUER - BHEERIG IR TER
EEEERERRR  WIHEFHER
) o

BLEE

BV EERER IR EERER M
BRAB ([HIZFT]) 2 R 51 - 1R
R R TR ERBAR - EY
BERES TG 2 A A HIR f
BHEIERT Y - MBENRBRHERRE
- AesfETEEZREE - 1A
iS5 e qEE e

"ERE
() FFHEZI|HES

FAZRHESRES BRI
SRERBEZABEE IR
(8 - R R R EER
REERER - BRIMENRES
REET|HIH M - WRHA
REHBA - FIBWA Bz —Pat
ABzmERA - EESERRER
W9 B EERE B - & HERE
B 2R ER S EHBE o

Annual Report 2003 e — 22 =5 £ % | 37




NOTES TO THE ACCOUNTS (continued)
BR B B 5% (48)

For the Year ended 31 December 2003 HE—FE=FF+_A=+—HIFZE
2. PRINCIPAL ACCOUNTING POLICIES 2. FESHBEK (@
(continued)

(h) BHIERE (A

(h) Investments in securities (continued)

() Held-to-maturity securities (continued) () FBEZRIHESEB)
The carrying amounts of individual held-to-maturity BEAEE R B ERFFE ERH
securities or holdings of the same securities are BT 2 MR 75 2 BRETE -
reviewed at each balance sheet date in order to assess NEHEEER B REEEEES K
the credit risk and whether the carrying amounts are B - ZEREETEHIR s U B 51
expected to be recovered. Provisions are made when L - WA IBE RS ER
carrying amounts are not expected to be recovered X o
and are recognised in the profit and loss account as
an expense immediately.

(i) Investment securities (i) BREFES

Investment securities are stated at cost less any

impairment losses.

The carrying amounts of individual investments are
reviewed at each balance sheet date to assess whether
the fair values have declined below the carrying
amounts. When a decline other than temporary has
occurred, the carrying amount of such securities should
be reduced to its fair value. The impairment loss is
recognised as an expense in the profit and loss
account. This impairment loss is written back to the
profit and loss account when the circumstances and
events that led to the write-downs or write-offs cease
to exist and there is persuasive evidence that the new
circumstances and events will persist for the

foreseeable future.
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NOTES TO THE ACCOUNTS (continued)
iR B B s (48)

For the Year ended 31 December 2003

2. PRINCIPAL ACCOUNTING POLICIES
(continued)

(h) Investments in securities (continued)

(i)

(i)  Other investments

Other investments are carried at fair value. At each
balance sheet date the net unrealised gains or losses
arising from the changes in fair value of the investments
are recognised in the profit and loss account. Profits
or losses on disposal of other investments representing
the difference between the net sales proceeds and
the carrying amounts are recognised in the profit and
loss account as they arise.

Income tax

Income tax for the year comprises current and deferred
taxes. Current tax is the expected tax payable on the taxable
income for the year using the tax rates enacted at the
balance sheet date, and any adjustment to tax payable in

respect of previous years.

Deferred tax is the tax expected to be payable or
recoverable on differences between the carrying amounts
of assets and liabilities in the balance sheet and the
corresponding tax bases used in the computation of taxable
profit, and is accounted for using the balance sheet liability
method. Deferred tax liabilities are generally recognised for
all taxable temporary differences, and deferred tax assets
are recognised to the extent that it is probable that taxable
profits will be available against which deductible temporary
differences can be utilised. Such assets and liabilities are
not recognised if the temporary differences arise from the
initial recognition of other assets and liabilities in a
transaction that affects neither the tax profit nor the

accounting profit.

BE-FF=F1 A=t ALEE

2. FESFHEKE

(h) BHRE @)

0]

(i) EHEE

H I E RN EAR - B&4&
B AREQNFEREMELEZR
FREEFENERARER - HE
B & 2 BEREE LTS RF
MEREECZRE  YRELRAE
B RER o

Fris®t

REEMEHREEE MR EAEREN
R BEMHARFNREE A RERE
BRI AGT B 2 FRHREAHIE - &
AR FERMNREMELFEE -

ERERAREREEERBERCEER
BEZREENRE ARG E RS
MAEIER 2 R ZRRPTE £ 2 TRRAE
M RAWREIRIE - WAEERBRAE
EETE o —RIBENZT - FTERERD
EREEMES CREHRA G T
R BN TR E B R A R R T
BT YRR A FOME 2 R By = 58 2 PR R
WETE - INERFEEREHRIHIIX

REMEESBEMES - XTFE
FERBUEN RE0EF - AT AR
HEEERAE -

Annual Report 2003 e —ZZ2 =5 %% 39




NOTES TO THE ACCOUNTS (continued)
BR B B 5% (48)

For the Year ended 31 December 2003

2. PRINCIPAL ACCOUNTING POLICIES
(continued)

U]

Income tax (continued)

The carrying amount of deferred tax assets is reviewed at
each balance sheet date and reduced to the extent that it
is no longer probable that sufficient taxable profits will be
available to allow all or part of the assets to be recovered.
Any such reduction is reversed to the extent that it becomes
probable that sufficient taxable profits will be available.

Deferred tax assets and liabilities are not discounted.
Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the
asset is realised. Deferred tax is charged or credited to the
profit and loss account, except when it relates to items
charged or credited directly to equity, in which case the
deferred tax is also dealt with in equity.

In prior years, deferred taxation 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 receivable in the
foreseeable future. The adoption of the SSAP 12 (revised)
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.

As detailed in note 17 to the accounts, opening retained
profit and accumulated losses at 1 January 2002 and 2003
have been increased and decreased by HK$3,088,675 and
HK$2,191,491 respectively, which represent the unprovided
deferred tax asset. This change has resulted in an increase
in deferred tax asset at 31 December 2002 by
HK$2,191,491 and an increased charge to taxation in the
current year of HK$1,980,405 (2002: HK$897,184).
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NOTES TO THE ACCOUNTS (continued)

ik B B

it (#8)

For the Year ended 31 December 2003

2. PRINCIPAL ACCOUNTING POLICIES
(continued)

() Accounts receivable

)

()

(m

=

Provision is made against accounts receivable to the extent
that they are considered to be doubtful. Accounts receivable

in the balance sheets are stated net of such provision.

Operating leases

Leases where substantially all the risks and rewards of
ownership of assets remain with the leasing company are
accounted for as operating leases. Payments made under
operating leases net of any incentives received from the
leasing company are charged to the profit and loss account
on a straight line basis over the lease periods.

Foreign currencies

Monetary assets and liabilities in foreign currencies at the
year end date are translated into Hong Kong Dollars at
approximately the market rates of exchange ruling at the
balance sheet date. Transactions in foreign currencies are
translated into Hong Kong Dollars at exchange rates ruling
at the transaction dates. Differences arising on exchange
are dealt with in the profit and loss account.

Provisions

Provisions are recognised when the Group has a present
legal or constructive obligation as a result of past events, it
is probable that an outflow of resources will be required to
settle the obligation, and a reliable estimate of the amount
can be made. Where the Group expects a provision to be
reimbursed, the reimbursement is recognised as a separate
asset but only when the reimbursement is virtually certain.
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NOTES TO THE ACCOUNTS (continued)
BR B B 5% (48)

For the Year ended 31 December 2003 HE—FTE=Ff+_A=+—HIFE

2. PRINCIPAL ACCOUNTING POLICIES 2. FESHBEX B8

(continued)

(n) EEER

(n) Employee benefits

()  Bonus plans () 2ZELiE
Provision for bonus plans due wholly within twelve EREEEESRERBMESLR
months after balance sheet date is recognised when BEESEEEEN  WEHEAE
the Group has a present legal or constructive obligation REEBERTZEA N2 B &
as a result of services rendered by employees and a BER] SEMDE RIS R B RS R BB
reliable estimate of the obligation can be made. & o

(i) Accumulating compensated absences (unused paid (i) ZEHHENRE CREBBFHFR)
annual leave)
Employee entitlements to paid annual leave are EEZEEFFR2ENTIEERE
recognised when they accrue to employees. A BRER - AAFERHEENEZE
provision is made for the estimated liability for EHE BIRMHRT B ] SRS
“Accumulating compensated absences” (unused paid [EFHAENRE] RBBEHFER)
annual leave) which can be carried forward indefinitely ZAEETE L BE o
as a result of services rendered by employees up to
the balance sheet date.

(i) Retirement benefit costs (iii) RUKEFIAL K
The Group’s contributions to a defined contribution REBERBEEERE|IMAESEE
retirement scheme under the Hong Kong Mandatory e I3 FE B FORIRET 8l ([958 78
Provident Fund Schemes Ordinance (the “MPF”) are D) ER 2 HARELERIIER
expensed as incurred. The Group’s employer ¥ o AEBEZEEHFERRES
contributions vest fully with the employees when EHERRS2EFRENSE -
contributed into the MPF.

(iv) Share option scheme (iv) BER#EE

When the Group grants qualifying employee options
to acquire shares of the Company, the options can be
exercised at a price and under certain conditions as
indicated in note 24 to the accounts and no employee
benefit cost or obligation is recognised at that time.
When the options are exercised, equity is increased
by the amount of the proceeds received (net of any

transaction costs).
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NOTES TO THE ACCOUNTS (continued)
iR B B s (48)

For the Year ended 31 December 2003

2. PRINCIPAL ACCOUNTING POLICIES
(continued)

()

(P)

Contingent liabilities

A contingent liability is a possible obligation that arises from
past events and whose existence will only be confirmed by
the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the Group. It
can also be a present obligation arising from past events
that is not recognised because it is not probable that outflow
of economic resources will be required or the amount of
obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in
the notes to the accounts. When a change in the probability
of an outflow occurs so that outflow is probable, it will then

be recognised as a provision.

Discontinuing operations

The Group has adopted SSAP 33 for the reporting of
information about discontinuing operations as stipulated
in the SSAP in the current financial period where an initial
disclosure event has taken place. Since this SSAP relates
effectively to disclosures it has no effect on the results for
the current or prior accounting periods. The adoption of
SSAP 33 has resulted in the identification of the Group’s
broking, securities margin financing and corporate finance
and asset management business as discontinuing
operations in the current period, details of which are set

out in note 7 to the accounts.

A discontinuing operation is a clearly distinguishable
component of the Group’s business that is disposed of or
abandoned pursuant to a single plan, and which represents
a separate major line of business or geographical area of

operations.
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NOTES TO THE ACCOUNTS (continued)
BR B B 5% (48)

For the Year ended 31 December 2003 HE—FTE=Ff+_A=+—HIFE

2. PRINCIPAL ACCOUNTING POLICIES 2. FESHBEX B8
(continued)

(a) Segment reporting (q 2H/E
A segment is a distinguishable component of the Group DEPIEAR R E R AR B9 &) 3k
that is engaged either in providing services (business BB IR RMRES GtlE 5 8) 2 (&
segment), or in providing services within a particular RIABRER D - ELRTAEGE 2 Bk K B 2R TR
economic environment (geographical segment), which is EAE Ath 5 EB[E] o

subject to risks and rewards that are different from those
of other segments.

The Group has chosen business segment information as REEETEBOHERNREE2 WS
the primary reporting format and geographical segment A MitESEERAREZ2HI -

information as the secondary reporting format.

Segment revenue, expenses, results, assets and liabilities DEBNES C B~ ¥4E -  EEHBES
include items directly attributable to a segment and those REEEZHHEBIER - TEER]
that can be allocated on a reasonable basis to that segment. SEIWEBE#AD B 2IBE - HEfE -
Segment revenue, expenses, assets and liabilities are MY EEEBGBIINAHERBRES
determined before intra-group balances and intra-group ik ESEA YN 7 YN L -
transactions are eliminated as part of the consolidation 5 MEBR—2HcEEH TR A%
process, except to the extent that such intra-group RAZZRIRRAN o S EbfE 2 BB iRLE T H
balances and transactions are between Group enterprises MINRETT 2 BRHERERE ©

within a single segment. Inter-segment pricing is based on

similar terms as those available to other external parties.

Segment capital expenditure is the total cost incurred during DEERNFEZ BNARFE A TEHFE AR
the year to acquire segment assets (both tangible and B—F2HEEE B EREE) 2
intangible) that are expected to be used for more than one PR HREE o

year.

Unallocated items mainly comprise corporate assets and ROBEEFERRECEEERDES
corporate expenses. i o
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NOTES TO THE ACCOUNTS (continued)
iR B B s (48)

For the Year ended 31 December 2003

2. PRINCIPAL ACCOUNTING POLICIES
(continued)

U]

(s)

Cash and cash equivalents

Cash and cash equivalents comprise cash at banks and
on hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments that
are readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes in value,
having been within three months of maturity at acquisition.
Bank overdrafts that are repayable on demand and form
an integral part of the Group’s cash management are also
included as a component of cash and cash equivalents for
the purpose of the cash flow statement.

Related parties

Parties are considered to be related if one party has the
ability, directly or indirectly, to control the other party or
exercise significant influence over the other party in making
financial and operating decisions. Parties are also
considered to be related if they are subject to common
control or common significant influence. Related parties
may be individuals or corporate entities.
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NOTES TO THE ACCOUNTS (continued)

Ak B B s (48)

For the Year ended 31 December 2003

HE_TE=F+_A=1—HILFE

3. TURNOVER, REVENUE AND SEGMENT 3. EEHE WBEREKITESR
INFORMATION
Revenue recognised during the year is as follows: FRER 2 M=IT
2003 2002
—EE=F —EE-F
HK$ HK$
BT BIT
TURNOVER e
Commission income and handling fee income A& WA KR FEEWA 20,428,702 29,849,242
Interest income from: RENTEEZHFEWA -
- Banks —R1T 80,895 1,967,256
- Margin clients —HBREF 10,885,855 6,145,309
— Loan receivables — B ER 17,552,940 5,601,275
Trading of listed securities BEE FMEH 266,213,460 -
Asset management and advisory fees EEEERERE 531,466 571,176
324,693,318 44,134,258
OTHER REVENUE Hitlh
Reversal of impairment losses on
investment securities HEBHREEERE - 474,368
Realised gain on disposal of other HEEMEENAEEE
investments and futures trading 2 EEBBRWE - 1,893,545
Doubtful debts written back RIRE D - 210,000
Dividend income from listed investments EHiEEZREMA - 258,957
Loan commitment fee income EFUREBIRA 450,000 135,000
Other interest income H A EHA 70,174 33,988
Other income HbA 966,302 357,612
1,486,476 3,363,470
TOTAL TURNOVER AND REVENUE MEEBER W 326,179,794 47,497,728

BUSINESS SEGMENTS

The Group is principally organised into five main operating
divisions, namely broking, securities margin financing, corporate
finance and asset management, money lending and investment
trading and holding. These divisions are the basis on which the

Group reports its primary segment information. There are no

except that management fee of HK$6 million (2002: Nil) is paid

ES ]

BRENBREWE

AERER EDAREFEEENE
BRLETS - BATERE  CEREREE
EIR - BEFUARREEE RIZER - REER
FER - RERDH
M4 8 5B 2 B E 6,000,000/ 7T

EE_F |

sales or other transactions between the business segments, (ZZZ%=

from the money lending division to the broking division.
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NOTES TO THE ACCOUNTS (continued)
iR B B s (48)

For the Year ended 31 December 2003 B2 ELE=—F+ _-_A=+—HIFE
3. TURNOVER, REVENUE AND SEGMENT 3. EXEKE WEREKIBER (B

INFORMATION (continued)

BUSINESS SEGMENTS (continued) EB o (&)
() Turnover and profit/(loss) attributed to the business () AEESEBEIBzEEB L,
segments for the year are as follows: (BH8)WT -
2003 2002
—ER=F —TE-F
HK$’000 HK$ 000
FTER FHET
TURNOVER EE S
Discontinuing operations: BRI T
Broking EERE 28,512 29,365
Securities margin financing BHITERHE 10,886 6,145
Corporate finance and asset management ¥ EIE HEEEE 1,448 1,056
Continuing operations: FIBICE TS
Money lending B 17,553 5,601
Investment trading and holding WEBE RIZERKR 266,294 1,967
324,693 44,134

Annual Report 2003 ¢ — 22 =F £ 47




NOTES TO THE ACCOUNTS (continued)
BR B B 5% (48)

For the Year ended 31 December 2003 HE—FTE=Ff+_A=+—HIFE

3. TURNOVER, REVENUE AND SEGMENT 3. EX% -  WEREKIHER (B
INFORMATION (continued)

BUSINESS SEGMENTS (continued) 3 iRt )
As restated
=7
2003 2002
—EBB=F T -F
HK$’000 HK$ 000
TFHET FAT

SEGMENT RESULTS DEBRIE
Discontinuing operations: BRIEFR T

Broking AL TS (10,207) (37,387)

Securities margin financing BEAERE 4,647 659

Corporate finance and asset management ~ EFIE EHEEEIE 196 (89)
Continuing operations: FIBICEEET

Money lending (note) B (fsh) 9,310 5,736

Investment trading and holding (note) Tx,éf BB Rz () 3,508 4,572

7,454 (26,509)
NET UNALLOCATED EXPENSES ROBHEZFE (1,445) (2,616)
PROFIT/(LOSS) BEFORE TAXATION BB ADER (Ei8) 6,009 (29,125)
TAXATION BiE (1,978) (884)
PROFIT/(LOSS) FOR THE YEAR REERF, (BE) 4,031 (30,009)
Note: In 2002, the money lending segment and the investment KaE - W_FRF  BROBRREEENE
trading and holding segment included other revenue of I e iEE A E 5 B 4Y135,0007%8 7T
approximately HK$135,000 and approximately K #92,627,0008 7T °

HK$2,627,000 respectively.
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NOTES TO THE ACCOUNTS (continued)
iR B B s (48)

For the Year ended 31 December 2003 BE_EE=F+_A=1—HILFZF
3. TURNOVER, REVENUE AND SEGMENT 3. BEHE WEREKITER (B

INFORMATION (continued)

BUSINESS SEGMENTS (continued) %55 (8)
(i) Assets and liabilities analysed by business segments are iy EEHBEREBYFE S 2o
as follows: N
As restated
=7
2003 2002
—EE=F —TTF
HK$’000 HK$’000
FERT FAET
ASSETS 8E
Discontinuing operations: BRIEFRETE
Broking KAR TS 107,133 75,499
Securities margin financing BHITERHE 169,988 43,895
Corporate finance and asset management (P ¥ g0 E B1E EE 12 220 26
Continuing operations: SIEICE T
Money lending % 158,196 168,960
Investment trading and holding HEEE MER 28,419 27,131
TOTAL SEGMENT ASSETS SHEESE 463,956 315,511
UNALLOCATED ASSETS RKOBEE 300 15
TOTAL ASSETS BEHAE 464,256 315,526
LIABILITIES afE
Discontinuing operations: BRIERETE
Broking KAR TS 69,767 49,560
Securities margin financing BHITERHE 118,803 11,160
Corporate finance and asset management (P ¥ g0 E B4 E B 18 28 585
Continuing operations: FHEIRE 5T
Money lending B 37,624 16
Investment trading and holding WEBE RIZERK - -
TOTAL SEGMENT LIABILITIES SHEESE 226,222 61,321
UNALLOCATED LIABILITIES rOEEE 2,129 22,330
TOTAL LIABILITIES BEHE 228,351 83,651
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NOTES TO THE ACCOUNTS (continued)

Ak B B s (48)

For the Year ended 31 December 2003

3. TURNOVER, REVENUE AND SEGMENT

INFORMATION (continued)
BUSINESS SEGMENTS (continued)

Other information

(i)

BHE—FZF

SFEFZ A=t —ALEE

3. EX¥  WHEEREHKIBES (B

¥ @)

(i) EAERY

Depreciation Provision for
and doubtful Capital
amortisation debts expenditure
EEESH RERHEME BEAHX
2003 2002 2003 2002 2003 2002
“BE=F _TT-F ZBBZF _TT_F ZBBE=F _—TT_F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THER THER THER THER THER THER
Discontinuing operations: 4% [F %7 :
Broking BRES 4,248 5,451 - 11 343 6,772
Securities margin financing ~ EHFERE - - 6,000 1,854 - -
Corporate finance and hEmEHR
asset management BEEER 3 14 - - 11 -
Continuing operations: FELEER
Money lending e - - - - - -
Investment trading and REBRER
holding e - - - - - -
Unallocated Fivar: 18 - - - 22 -
4,269 5,465 6,000 1,865 376 6,772
GEOGRAPHICAL SEGMENT & 5 B

The Group’s principal markets are located in Hong Kong. For
both 2003 and 2002, more than 90% of the Group’s turnover
and carrying amount of assets were respectively generated from
and located in Hong Kong, and therefore no geographical

segment information is presented.
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NOTES TO THE ACCOUNTS (continued)
iR B B s (48)

For the Year ended 31 December 2003 HE-—TLE=—F+_A=1+—HIFZ
4. STAFF COSTS 4. BB
2003 2002
—EE=F —EEF
HK$ HK$
BT BT
Salaries, allowances and benefits in kind e FMREYN = 11,639,109 28,482,032
Discretionary bonuses BYETEAL - 1,078,630
MPF contributions EEB MK 350,697 764,927
Provision for short-term accumulating ISEEG
compensated absences N[EREL] - 353,476
11,989,806 30,679,065
Note: Included in commission expenses are amounts paid to staff for Kzt - eRYeEmEELEEE MM T
securities and futures dealing amounting to approximately HK$2.6 8 7 FIAE#)2,600,000/& 7T (ZBE —4F ¢
million (2002: HK$4.2 million) #)4,200,00078 7T) °
5. OPERATING PROFIT/(LOSS) 5. LSRR (E58)
Operating profit/(loss) is stated after charging the following: grasst R (E38) BB T FER ¢
2003 2002
—EE=F —EEF
HK$ HK$
BT BT
Amortisation of trading rights L3 i 1,292,257 1,292,255
Auditors’ remuneration AN 5 263,000 351,250
Loss on disposal of fixed assets HEBTEEE EE 549,572 3,788,364
Operating lease rentals in respect of WAEYERBIBEEZ
office premises and staff quarters KEMAHMER 4,928,072 7,246,696
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NOTES TO THE ACCOUNTS (continued)
BR B B 5% (48)

For the Year ended 31 December 2003 HE—FTE=Ff+_A=+—HIFE
6. FINANCE COSTS 6. BERKA
2003 2002
—EBB=F T F
HK$ HK$
BT BT
Interest on bank loans and overdrafts RITER B FIE 5,308,292 202,723
Interest on client payables with no ERTEERE
fixed repayment terms FER & P FRIER] S 2,964 56,687
Interest on other loan wholly repayable ARAFAZEER
within five years ZEMERFE 1,546,670 -
Borrowing costs BB A 250,000 -
Other interest HF 8 849 451
7,108,775 259,861
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NOTES TO THE ACCOUNTS (continued)
iR B B s (48)

For the Year ended 31 December 2003

7. DISCONTINUING OPERATIONS

As detailed in note 31 to the accounts, the Group entered into

a conditional agreement to dispose of certain subsidiaries which

BE_FFE=F+_A=1—HILFE

RIERER

HINRR B M EES1 Pt - NEEFTL T —
HE G - HEETRERLES &

carry on the business of broking, securities margin financing HHEMERDEMENEETEZMER
and corporate finance and asset management. The results, cash Al e ZERIPREBOB2EE HanE
flows and net assets of these discontinuing business segments LREEFENOT
are as follows:
2003 2002
—EE=F —TTF
HK$’000 HK$’000

FERT FAET
Turnover EER 40,846 36,566
Loss before taxation PRI AIEE (5,364) (36,817)
Taxation I8 - 13
Loss for the year KEFEGE (5,364) (36,804)
Net operating cash outflow LIRS R (79,645) (110,582)
Net investing cash (outflow)/inflow BERS (RL) RAFE (350) 40,281
Net cash outflow WRE M FRE (79,995) (70,301)
Total assets EEE 277,341 119,420
Total liabilities BEE (188,598) (61,305)

88,743 58,115
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NOTES TO THE ACCOUNTS (continued)
BR B B 5% (48)

For the Year ended 31 December 2003 HE—FTE=Ff+_A=+—HIFE

8. DIRECTORS’ REMUNERATION AND THE 8. EEMEeRERESHMAL

FIVE HIGHEST PAID INDIVIDUALS

EEMERIE EHRAREEC(R BRI E

Directors’ remuneration disclosed pursuant to the Listing Rules

and Section 161 of the Hong Kong Companies Ordinance is as 161 BT ¢
follows:
2003 2002
—22=F —TTF
HK$ HK$
BT BIT
Fees: e
Executive HWITESR = -
Independent non-executive B EMITES 200,000 153,438
200,000 153,438
Other emoluments for executive directors: WTESZEME -
Salaries, housing, other allowances and e BEER - HiE
benefits in kind B R BN = - 2,771,908
Discretionary bonuses BTEAEAL - 724,750
MPF contributions SRR S R - 20,603
200,000 3,670,699
The remuneration of the Directors fell within the following bands: EEMesHmENT -

Number of directors

EEAH

2003 2002

—EE=F —EE-F

Nil to HK$1,000,000 Z£ 71,000,000/ 7T 5 9
HK$1,000,001 to 1,000,001/ L&

HK$1,500,000 1,500,000/ 7T = 1
HK$1,500,001 to 1,500,001/ L&

HK$2,000,000 2,000,000 7T = 1

5 11

There was no arrangement under which a Director waived or

agreed to waive any remuneration during the year (2002: Nil).
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NOTES TO THE ACCOUNTS (continued)

Rk B B aE (48)

For the Year ended 31 December 2003

8. DIRECTORS REMUNERATION AND THE FIVE
HIGHEST PAID INDIVIDUALS (continued)

Five highest paid individuals

There were no (2002: two) executive directors whose
emoluments were among the five highest paid individuals in

the Group.

Details of the emoluments paid to five individuals who were not
directors (2002: three), and whose emoluments were among

the five highest paid individuals in the Group are as follows:

BE_FFE=F+_A=1—HILFE

8. EXMERAEBBESHMAL (B

EERSHFMAL

AEETLESTMA L LESE (CBS
R HTEE -

NFAKELEERTMALTHIESR (=
TTF ZR) AL ZHEFBOT ¢

2003 2002

—EE=F —ETF

HK$ HK$

BT BT

Salaries, allowances and benefits in kind e RMEEYN = 3,996,661 3,809,472
MPF contributions EiES MR 55,400 36,000
4,052,061 3,845,472

The remuneration of the non-director, highest paid employees

fell within the following bands:

FEERESFMEE ZMBENT -

Number of employees

EBEAZ

2003 2002

—EE=F —ETF

Nil to HK$1,000,000 Z£Z1,000,0005% 7T 4 1
HK$1,000,001 to 1,000,001/ E

HK$1,500,000 1,500,000/ 7T = 1
HK$1,500,001 to 1,500,001/ L&

HK$2,000,000 2,000,000 7T 1 1

5 3
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NOTES TO THE ACCOUNTS (continued)
BR B B 5% (48)

For the Year ended 31 December 2003 B2 —TT=Ff-H=1+—HIFE

9. TAXATION 9. Bi1E
No provision for Hong Kong profits tax is made in the accounts AR R G ETERRTUR N - S AN EE
as the Group has no estimated assessable profits for the year EREUEESENEHEE CTET_F
(2002: Nil). In 2003, the government enacted a change in the |) RZTE=F  BFReE=ZEZ=
profits tax rate from 16% to 17.5% for the fiscal year 2003/ :;ﬁgﬂﬁﬂiﬁlifﬂ STE  H16%HMAE
2004. 17.5% °
The amount of taxation charged/(credited) to the consolidated mEBEERANIHE GER) 2HBERE

profit and loss account represents:

As restated

=5
2003 2002
—FB=F —TTF
HK$ HK$
BT BTT
Hong Kong profits tax HEBENEB
— Overprovision for prior years — AT EBRER G 2,191) (12,730)
Deferred taxation relating to the origination A BE 4+ K@ EhE =2
and reversal of temporary differences ZIRIEFRTE 2,185,857 897,184
Deferred taxation resulting from an increase ~ EF RIEAIMEL 2
in tax rate R IR (205,452) -
Taxation charge RIES H 1,978,214 884,454
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NOTES TO THE ACCOUNTS (continued)
iR B B s (48)

For the Year ended 31 December 2003 HE2—TT=Ff_FA=1+—HIFEZE
9. TAXATION (continued) 9. BiiE (&)
The reconciliations of taxation on the Group’s profit/(loss) before REBERMRFATEF](E18) 2 BiTE B A E
taxation differing from the theoretical amount that would arise FARAREE 2 R E 2B wmEE 2 =53
using the applicable taxation rate of the Group are as follows: g -
2003 2002
—EE=F —TTF
HK$ HKS
BT BT
Profit/(loss) before taxation B ADRF] (&) 6,009,170 (29,124,543)
Calculated at a taxation rate of 17.5% BHE17.5%

(2002: 16%) (ZZZ=F 1 16%) 51 H 1,051,605 (4,659,927)
Tax effect of income not subject to taxation — HERR 2 WA Z Fi 85 2 (1,036,098) (1,217,298)
Tax effect of expenses not deductible AR IRIE B2

for taxation purposes X2 HIEE 1,429,702 1,130,308
Tax effect of utilisation of previously AR G HERIEEE

unrecognised tax losses LIRS R (871,734) -
Tax effect of increase in opening deferred TR EAHESURER T

tax asset resulting from an increase BEFYBE LA

in tax rate ZIIAR R (205,452) -
Tax effect of tax losses not recognised RERZ RISEE 2 FiEs 2 280,338 4,355,860
Tax effect of temporary differences not RERGREE 2 HIA

recognised T 1,332,044 1,288,241
Overprovision of Hong Kong profits tax in NEFEBANEHHERE

prior years BE (2,191) (12,730)
Taxation charge HIEXZ 1,978,214 884,454

10. PROFIT/(LOSS) ATTRIBUTABLE TO 10. REREAGRF 7 (8518)
SHAREHOLDERS
The profit/(loss) attributable to shareholders is dealt with in the SFARDRIERE 2 REEMEEH, (EE)
accounts of the Company to the extent of HK$2,924,811 (2002: 52,924,811 B (ZFET=F : 18
loss of HK$29,183,017). 29,183,017 7T) °
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NOTES TO THE ACCOUNTS (continued)
BR B B 5% (48)

For the Year ended 31 December 2003 HE—FE=FF+_A=+—HIFZE
11. EARNINGS/(LOSS) PER SHARE 1. 8REF (EE)
The Company has no diluted potential shares in 2003 and 2002. ARBRRZEE=F R -FWEALE

EEETE BN, -

The earnings/(loss) per share is calculated based on the profit BREF, (E18) JHRFE % F)4,030,956
for the year of HK$4,030,956 (2002: loss of HK$30,008,997 AL (ZTETZF : E1#830,008,997 7T
as restated) and the weighted average number of 3,000,000,000 (EF)) RFADEITEBR 2 NEF
(2002: 3,000,000,000 as restated) ordinary shares in issue 198(3,000,000,000f% (=Z=EE —4F :
during the year. 3,000,000,0000% (E31))) 2 ZE£EFHH -
The weighted average numbers of shares outstanding for the FR A HE B MsE23pmil 2 AR A E AR - i
year ended 31 December 2003 and 31 December 2002 have HE— ¢‘|' A=+—AKRZZZ=
been adjusted in light of the capital restructuring as referred to $+:ﬂ :‘f’* BIEFE BTG 2 Nk
in note 23 to the accounts. FHEEAELTE -

Loss per share for 2002 has been adjusted to reflect the —EEFERBECERE - URERAS
retrospective application of the change in the Group’s EIRAG T EBERE1298 (IB5] ) 2
accounting policy for adoption of SSAP 12 (revised). FTBUREEMEL B E -
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NOTES TO THE ACCOUNTS (continued)
iR B B s (48)

For the Year ended 31 December 2003 HE2—TT=Ff_FA=1+—HIFEZE
12. FIXED ASSETS 12.BEEE
The Group r&EH
Furniture
Leasehold and Office
improvements fixtures equipment Total
HEWERE BEREEE WAERE &%
HK$ HK$ HK$ HK$
BT BT BT BT
COST RN
At 1 January RZEE=F
2003 —H—H 7,374,872 1,088,660 10,953,184 19,416,716
Additions B 18,000 17,152 340,546 375,698
Disposals HE (943,874) - (41,023) (984,897)
At 31 December RZEE=F
2003 +=—A=+—H 6,448,998 1,105,812 11,252,707 18,807,517
DEPRECIATION e
At 1 January RZEE=F
2003 —H—H 1,001,325 170,506 8,268,547 9,440,378
Provided for the year — FE#fE 1,167,257 263,560 1,545,758 2,976,575
Written back on
disposals £ S B 188 [0 (401,412) - (29,912) (431,324)
At 31 December RZEE=F
2003 +=—A=+—H 1,767,170 434,066 9,784,393 11,985,629
NET BOOK VALUE  [REFE
At 31 December RZEE=F
2003 +=—A=+—H 4,681,828 671,746 1,468,314 6,821,888
At 31 December RZEETZF
2002 +=ZA=+—H 6,373,547 918,154 2,684,637 9,976,338
The Company AT
The Company has no fixed assets as at 31 December 2003 ARRABRZEE=F+_A=+—HCZE
(2002: Nil). ToF B\ UWEETEE -
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NOTES TO THE ACCOUNTS (continued)

Ak B B s (48)

For the Year ended 31 December 2003 HE—FTE=Ff+_A=+—HIFE
13.INTERESTS IN SUBSIDIARIES 13. f{E A Rl s
The Company
b N
2003 2002
—BE=F —TTF
HK$ HK$
BT BTT
Unlisted shares, at cost FE LR - KANME 286,338,117 286,338,109
Impairment losses BEEE (81,000,000) (85,000,000)
205,338,117 201,338,109
Amounts due from subsidiaries i GRy=NCID/ S 141,350,253 29,813,723
Amount due to a subsidiary FEATBY /BB~ R 5RIE (112,809,820) -
233,878,550 231,151,832
Amounts due from/(to) subsidiaries were unsecured, interest- W”ﬁl/ (FER) B A AR AEER R A
free and with no fixed repayment terms. - BEEREENE -
Details of the Company’s principal subsidiaries as at 31 RARRZTZZ=F+_A=+—RHZxZ
December 2003 are as follows: WEARFEWT :
Percentage of
nominal value
Place of of issued share
incorporation Class of capital held by
and operation shares held the Company
Name of subsidiary HEMERZ R Frism 1o KATFAFHEEIT  Principal activities
MR E B R =l RAEEBRDL FTEEK
Directly Indirectly
HiZ S
% %
REXCAPITAL Financial British Virgin Islands/  Ordinary 100 —  Investment holding
Group Limited Hong Kong LB HEER
EEEBRR
Be B
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NOTES TO THE ACCOUNTS (continued)
iR B B s (48)

For the Year ended 31 December 2003 HE—FTE=—F+_A=+—HIFE

13.INTERESTS IN SUBSIDIARIES (continued) 13. fi B A AR (1)

Percentage of

nominal value

Place of of issued share
incorporation Class of capital held by
and operation shares held the Company
Name of subsidiary MR iR 12 KATFAFHE ST Principal activities
(i) PNCIEE EME Ll REAEEBFDL FTEXK
Directly Indirectly
HE DEE3
% %
REXCAPITAL Financial British Virgin Islands/  Ordinary 100 — Investment holding
Management Limited Hong Kong gl KA
REHERR
BB/ BB
# REXCAPITAL Financial Hong Kong Ordinary — 100  Investment holding
Investment Limited BA =Rl KA
HETRIREFR AT
# REXCAPITAL Asset Hong Kong Ordinary — 100  Investment holding,
Management Limited B/A =Rl provision of
HEEEEEBRAA advisory and fund
management
services
REER - 124H7
HEBRLES
B2 PR
REXCAPITAL Finance Hong Kong Ordinary — 100  Money lending
Limited e Rl &%
HBREERRAR
# REXCAPITAL Futures Hong Kong Ordinary — 100  Futures and
Limited BB =Rl commodities
HEHAEBRAA] dealing
HErEmES
# REXCAPITAL Securities Hong Kong Ordinary — 100  Securities dealing and
Limited B =Rl margin financing
HREHBRAT BFEERTEME
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NOTES TO THE ACCOUNTS (continued)

Ak B B s (48)

For the Year ended 31 December 2003

13.INTERESTS IN SUBSIDIARIES (continued)

HE_TE=F+_A=1—HILFE

13. i /8 2 Rl s ()

Percentage of

nominal value

Place of of issued share
incorporation Class of capital held by
and operation shares held the Company
Name of subsidiary HEMERZ R Frism 1o KATFAEHCEIT  Principal activities
i) PNCI Y R il RAEEBRDL FEEWR
Directly Indirectly
B i
% %

# REXCAPITAL Corporate Hong Kong Ordinary — 100  Arrangement of leases
Services Limited BE TR for group companies
HRPERBERAA REBEKERA

PR

# lbrokers Company Hong Kong Ordinary — 100  Arrangement of leases

Limited BE TR for group companies

None of the subsidiaries had any loan capital outstanding at

the end of the year or at any time during the year.

#  Statutory audits of these entities for the year ended 31 December

2003 were not performed by Ting Ho Kwan & Chan. The net assets

of these entities at 31 December 2003 and their turnover and

REERE QT
LZHERA

E B A RRAFREF4E R RFRETMERE
BEEAREEZEEER -

FTEMTHET o

EEBERTELIEd T MRIRE

HEEBN-TT=41_F

=T HZBEFERRFAZ EEERE

results for the year are summarised as follows: ERLan T
Amount Percentage to
HK$’000 the Group
x| KR
TFHT Bk
Net assets BEFE 117,068 49.6%
Turnover B 40,912 12.6%
N/A
Loss for the year AEERE 11,603 iEH

62 | REXCAPITAL Financial Holdings Limited ¢ #l 2 & B R & R A &




NOTES TO THE ACCOUNTS (continued)
iR B B s (48)

For the Year ended 31 December 2003 HE_FT-F+_A=+—HILFE
14. INTANGIBLE ASSETS 14. B EE
The Group rEH
Three trading One

rights in the Stock trading right
Exchange in the HKFE

=EBER AT —IEHARR A Total
REE REE a5
HK$ HK$ HK$
BT BT BT
COST 2%
At1 January 2003 andat R-ZEZ=F—HF—HK
31 December 2003 —EE=F+=—A=+—H 4,042,800 149,600 4,192,400
AMORTISATION ey
At 1 January 2003 R-_ZEE=F—F—H 1,539,739 68,151 1,607,890
Provided for the year REERE 1,251,533 40,724 1,292,257
At 31 December 2003 R-EE=F+_A=+—H 2,791,272 108,875 2,900,147
NET BOOK VALUE BREFE
At 31 December 2003 R-EE=F+_A=+—H 1,251,528 40,725 1,292,253
At 31 December 2002 R-EZE-_F+_A=+—H 2,503,061 81,449 2,584,510
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NOTES TO THE ACCOUNTS (continued)

Ak B B s (48)

For the Year ended 31 December 2003

HE_TE=F+_A=1—HILFE

15.INVESTMENT SECURITY 15. REESH
The Group
AEE
2003 2002
—BE=F —TTF
HK$ HK$
BT BTT
Equity security, at cost BEES - HERA
Listed investment in Hong Kong BB LTIRE 50,000 50,000
Market value of listed investment FHREME 123,552 280,566
16. STATUTORY DEPOSITS 16. 2 EE S
The Group
rEE
2003 2002
—EBB=F T -F
HK$ HK$
BT BTT
The Stock Exchange SR FT
— compensation fund —BEEe 153,490 153,490
— fidelity fund —HBRE® 150,000 150,000
— teletext deposit —RAmiEe 2,400 2,400
— stamp duty deposit —ENfERiES 30,000 75,000
The HKFE PR
— compensation fund deposit —BEESES 100,000 100,000
Hong Kong Securities Clearing Company BAERRER
Limited BT
— guarantee fund deposit —REEEES 150,000 150,000
— admission fee - g% 150,000 150,000
The Stock Exchange Options Clearing B X P B A B P
House Limited BRAA
- reserve fund initial contribution —fREESESEMHN 1,500,000 1,500,000
HKFE Clearing Corporation Limited BEERERSEERRATA
— reserve fund deposit —HEESES 1,500,000 1,500,000
3,735,890 3,780,890
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NOTES TO THE ACCOUNTS (continued)
iR B B s (48)

For the Year ended 31 December 2003 HE2—TT=Ff_FA=1+—HIFEZE
17.DEFERRED TAXATION 17 EEBIE
() Deferred tax asset recognised () BERRELERIEEE
Deferred taxation is calculated in full on temporary BEHERAGELANESEEETE
differences under the liability method using a principal REA75% (ZZEZZF - 16%) 1E2E
taxation rate of 17.5% (2002: 16%). s -
The following is the major component of deferred tax asset AN AARSEFTERECHIBEE . X
recognised by the Group and movements thereon during 2O REREAFERUNTFEZE
the current and prior years: g :
Tax losses
PKEE
HK$
AT
At 31 December 2001 RZZZ—F+-A=1+—H
— as previously reported — B F AR -
- adjustment on adoption of SSAP 12 (revised) —PRINE T EBERE125% (IBFThR) FTE%  (3,088,675)
- as restated —E7 (3,088,675)
Charged to the consolidated profit and loss account ~ E4RA B35 & N 4 897,184
At 31 December 2002 RZZZ_F+-A=+—H (2,191,491)
Charged to consolidated profit and loss account AR ER RN 2,185,857
Effect of increase in tax rate - credited to PR A FE-
the consolidated profit and loss account ERABERRNER (205,452)
At 31 December 2003 RZZZ=F+-_A=1—H (211,086)
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NOTES TO THE ACCOUNTS (continued)
BR B B 5% (48)

For the Year ended 31 December 2003 B2 —TT=Ff-H=1+—HIFE
17. DEFERRED TAXATION (continued) 17 EERE (8)
(i) Deferred tax assets/(liabilities) have not been recognised in (iy ELERBEE(BFE WARATIER
respect of the following items: EITHER
As restated
57
2003 2002
—BE=F —TTF
HK$ HK$
BT BTT
Taxable temporary differences JERTE R ER (131,655) (1,981,638)
Deductible temporary differences AIMRERER 7,927,774 3,782,738
Tax losses M ER 65,527,033 68,659,552
73,323,152 70,460,652

RIRIRITIRAG RG] - AR 2 2 R
BRI EDRA -

The deductible temporary differences and tax losses do

not expire under current tax legislation.

18. TRADE RECEIVABLES 18. FEWBR X

The Group
2003 2002
—EBB=F ZET-F
HK$ HK$
BT BTT
Margin client receivables, net W RE PR 169,988,599 43,895,097
Other client receivables i3 Hﬁzﬁﬁﬁxﬁm 15,406,023 2,389,947
Broker receivables fEN g AR 4,407,597 4,327,512
Amounts due from clearing houses ﬁ%ﬂﬁl,ﬁ%x?ﬁ 9,761,119 19,151,330
Loan receivables FEWE K 151,934,686 162,067,911
Loan interest receivables FEME ST B 6,050,158 4,700,413
357,548,182 236,532,210
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NOTES TO THE ACCOUNTS (continued)
iR B B s (48)

For the Year ended 31 December 2003 HE—FTE=—F+_A=+—HIFE

18. TRADE RECEIVABLES (continued) 18. FEW AR X (&)

Margin client receivables are repayable on demand, bear interest
at prevailing market rates and are secured by clients’ securities
listed on the Stock Exchange with a market value of
approximately HK$542 million as at 31 December 2003 (2002:
HK$150 million). No aged analysis is disclosed for margin client
receivables as, in the opinion of the Directors, the aged analysis
does not give additional value in view of the nature of business

of securities margin financing.

The settlement terms of other client receivables, broker
receivables and amounts due from clearing houses are one or
two days after the trade date. The age of these balances is
within 30 days.

Included in the above client receivables as at 31 December
2003 are the accounts of associates of certain Directors of
approximately HK$12,898,000 (2002: HK$4,047,000). The
amounts due from the associates are of similar trading terms
as the other clients.

The remaining maturity of loan receivables as at 31 December
2008 is as follows:

JEMFTRER P IRARERHR EKER - 108
BSTISHRETE » WARPREZAT E 2
BHEW  ZEBEHFN BT =F+=-A=
+—H 2 M{E#4542,000,000 T (ZZF
— % : 49150,000,0007T) c ANEER
RMFRFEFREEHMEM S - RS
BEETK AW EERENTEEFHRIE
ZERER DT ERL ©

FEUMCEL bR PR - IR AC BRI e
BFRARRZ S RE—AIMBAREE
% F FORMKER 1 D308 o

PR T EE=F+ - A=+—HAZEKE
FPREBERERRKETES 2 BB AL
2 ER#12,898,000/8 T (—TE 4
4,047,000/ 7T) © EMEEEE A+ 2 FIRATE
Rz Z S EEME PR -

N_TE=F+_A=+—H ' BREFKH
NZFERIT

The Group
REE

2003 2002
—EE=F —ETCF
HK$ HK$
BT BT
Three months or less =EAAR 38,816,295 98,342,911
One year or less but over three months —FATMB=@EAB L 113,118,391 63,725,000
151,934,686 162,067,911

Included in the above loan receivables as at 31 December 2002
was a loan due from a company, in which certain Directors are
common directors, of HK$725,000. This loan has been fully
repaid during the year ended 31 December 2003.

TR T EEFE+ - A=+ —AZEKE
FEEEK—EETESARRES 2 AR
ZERH725,0008 T c ZEEFREBE=
TE=F+ A=+ RALZFEC2HE

o

8
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NOTES TO THE ACCOUNTS (continued)
BR B B 5% (48)

For the Year ended 31 December 2003 HE—FTE=Ff+_A=+—HIFE
19. OTHER INVESTMENTS 10. HfthikRE
The Group
2003 2002
—EE=F —EE-F
HK$ HK$
BT BT
Listed securities in Hong Kong, at market value && LFM&EH » HhE 34,560 87,750
20. BANK BALANCES AND CASH 20. BITHEBREASE
The Group The Company
rEE RANFE]
2003 2002 2003 2002
—EE=F —TECF —EE=F —TECF
HK$ HK$ HK$ HKS
BT BT BT BT
Bank balances IRITHEE R
- general accounts ——RERP 28,305,263 26,882,343 45,655 38,687
- segregated accounts  — B BRF 61,298,590 32,298,717 - -
Cash in hand FoEES 23,500 20,000 - -
89,627,353 59,201,060 45,655 38,687
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NOTES TO THE ACCOUNTS (continued)
iR B B s (48)

For the Year ended 31 December 2003 HE—FTE=—F+_A=+—HIFE
21. TRADE PAYABLES 21. E{FBRFX
The Group
KEH

2003 2002
—EE=F —ET-F
HK$ HK$
BT BT
Margin client payables ENHTREFPFIE 28,363,543 11,159,662
Other client payables JEREMEFFHIA 64,750,520 36,825,597
Broker payables FE 48 42 3RIE 196,332 -
Amount due to a clearing house JEN B FTFRIA = 18,511,406

93,310,395 66,496,665

Margin client payables are repayable on demand and bear FENHRERPIERRIZEKER RS
interest at prevailing market rates. No aged analysis is disclosed TSHEFTE - BREZRATRESF/M
for margin client payables as, in the opinion of the Directors, BEBRMEEMS @ RROMEETA Akt
the aged analysis does not give additional value in view of the WEHEEMNAFREFHRIBLERSITE
nature of business of securities margin financing. #} e

The settlement term of other client payables, broker payables FENEME P IAE -« BN &40 2018 I FE(T 45
and amount due to a clearing house is one or two days after HEIEAENZ S HE BB RNERE -
the trade date. The age of these balances is within 30 days. Mz 5 ZIERE Y D30 -

22. AMOUNT DUE TO A RELATED COMPANY 22. R EBE N EIFHIA

The amount was unsecured, interest-free and with no fixed BB ABEERL TR - BERTEER
repayment terms. HY o
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NOTES TO THE ACCOUNTS (continued)
BR B B 5% (48)

For the Year ended 31 December 2003 HE—FE=FF+_A=+—HIFZE
23.SHARE CAPITAL 23. |4
Authorised
EE
Ordinary shares of Ordinary shares of
HK$ 0.01 each HK$ 0.1 each
BREEOIETZEER BREEIBTZEBER
Number Number
of shares HK$ of shares HK$
BnEE BT BnEE BT
At 31 December RZET-F
2002 +-A=1+-H - - 2,000,000,000 200,000,000
Capital restructuring WA EHE 20,000,000,000 200,000,000 (2,000,000,000) (200,000,000)
At 31 December RZET=F
2003 +ZA=+—H 20,000,000,000 200,000,000 - -

Issued and fully paid

ERTRAR
Ordinary shares of Ordinary shares of
HKS$ 0.01 each HK$ 0.1 each
SRAECOIETZEER SRAEEIBIZEER
Number Number
of shares HK$ of shares HK$
Bu ! BT B! BT
At 31 December RZZTF
2002 +ZA=+—-H - - 600,000,000 60,000,000
Capital restructuring RAEH 3,000,000,000 30,000,000 (600,000,000) (60,000,000)
At 31 December RZZT=4F
2003 +ZA=+—H 300,000,000 30,000,000 - -
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NOTES TO THE ACCOUNTS (continued)

ik B B

it (#8)

For the Year ended 31 December 2003

23.

24.

SHARE CAPITAL (continued)
Note:

By a special resolution passed on 29 December 2003, a capital

restructuring was undertaken on 30 December 2003 which involved:

(i)  share subdivision on the basis that every one issued ordinary share
of HK$0.1 each in the capital of the Company was subdivided
into five shares of HK$0.02 each;

(i)  the nominal value of each of the subdivided shares was reduced
from HK$0.02 to HK$0.01 each by cancelling HK$0.01 paid up
on each issued share. The credit of HK$30,000,000 arising in the
books of the Company from such capital reduction was credited

to the contributed surplus account (note 25); and

(i) every ordinary share of HK$0.1 each in the unissued share capital

of the Company was subdivided into ten shares of HK$0.01 each.
SHARE OPTION SCHEME

The Company’s share option scheme was adopted by the
Company on 22 November 2002 (the “Scheme”) for the purpose
of enabling the Company to grant share options to executives
and employees of the Group and other persons who have made
contributions to the Group as incentives and/or rewards for their

contributions to the Company or its subsidiaries.

According to the Scheme, the Board may grant share options
to the eligible participants as defined in the Scheme to subscribe
for such number of shares as the Board may determine. Share
options granted should be accepted within 30 days from the
date of offer. Upon acceptance of the share options, the grantee
shall pay HK$1.00 to the Company by way of consideration for
the grant.

B=

—FE=FF_A=1—HIFE

23. R (48)

fifez -

B—ERZZE=F+A=t+NBBBZFH
5&;%% RABMER -_ZE=F+-A=1+8
17 RS R

) RARRRAGEREEO BT ZEET
TEkE— B A LR BIREE0.028 T
ZBtp 2 BAEEITIRID B

(i) BBFHEEREBITRG 2 B HARFR0.01
BT KBRS FRG 2 EERC.028 T
MZEO0.01BIT « ARABIRMEEZ
30,000,000 T EARARIRE LT AEH
BEAIRA (H5125) + &k

(i) ARBRBITRAPSREEOAB LT
B AT IRESREECOVBITZRG

24, B ERE

AATR-BE=

N—="=

“F AT HERRE
PergataEl (Izat8))) - AmGEAEEES
BRI ZAEEITRABREEAREMAL
KRB - ARG RIS RSHRE
B EEFMEARMMELZER/ -

RIEZTE  EFERIRZKTEMERZA
ERSEALREBREARBESRSE
EZBRMER - B AR BAAES T
1ETTZ B - WK A HIRERT30 B A

Annual Report 2003 e




NOTES TO THE ACCOUNTS (continued)
BR B B 5% (48)

For the Year ended 31 December 2003 HE—FTE=Ff+_A=+—HIFE

24. SHARE OPTION SCHEME (continued) 24, B RERTE (48)

The exercise price of share options shall be determined by the
Board, save that such price will not be less than the highest of
(a) the closing price of the shares as stated in the Stock
Exchange’s daily quotations sheet on the date of grant, which
must be a business day; (b) the average of the closing prices of
the shares as stated in the Stock Exchange’s daily quotations
sheet for the five business days immediately preceding the date

of grant, and (c) the nominal value of a share.

The maximum number of shares which may be issued upon
exercise of all share options to be granted under the Scheme
and any other share option scheme(s) of the Company must
not exceed 10% of the issued share capital of the Company on
the date of approval and adoption of the Scheme provided that
the Company may at any time seek approval from its
shareholders to refresh the limit to 10% of the shares in issue
as at the date of approval by the shareholders in general meeting
where such limit is refreshed. Share options previously granted
under any share option scheme(s) of the Company (including
those outstanding, cancelled, lapsed in accordance with such
schemes or exercised share options) will not be counted for

the purpose of calculating the limit as refreshed.

The total number of shares issued and which may fall to be
issued upon exercise of the share options granted under the
Scheme and any other share option scheme(s) of the Company
(including exercised, cancelled and outstanding share options)
to each eligible participant in any 12-month period up to and
including the date of grant shall not exceed 1% of the shares in
issue as at the date of grant. Share options granted to substantial
shareholders or independent non-executive directors in excess
of 0.1% of the Company’s issued share capital on the date of
grant or with a value in excess of HK$5 million must be approved

in advance by the Company’s shareholders.
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NOTES TO THE ACCOUNTS (continued)
iR B B s (48)

For the Year ended 31 December 2003 HE—FTE=—F+_A=+—HIFE

24. SHARE OPTION SCHEME (continued) 24, [B R T ()

The period during which share options may be exercised will
be determined by the Board at its absolute discretion, save
that no share options can be exercised more than 10 years
after they have been granted. There is no general requirement
that share options must be held for any minimum period before
they can be exercised. The Scheme will expire on 22 November
2012.

No share options have been granted under the Scheme since
its adoption and during the year ended 31 December 2003.

The Company made an offer for the grant of share options to
certain eligible participants on 11 December 2003, 300,000,000
share options at a subscription price of HK$0.138 per share
were accepted and granted on 3 January 2004. The share
options are exercisable during the period from 3 January 2004
to 2 January 2014.

25.RESERVES OF THE COMPANY

EEgn2RNEATERE 2 ITERR -
MR B i A ERRRET R AR A TR AR R
AR o ERITIR AR /RIS B B 2
B2 HABR O AT —ARFRE © s%RT BN =
——HFt+—HAZ+tZHEm-

BRMZERIEE—TT=F+ A=
T—HLEFER - WERIEZA SR DR
FERSHE

ARRR-_ZZE=F+_A+—BAETA
ERsBEATHERBOR L BRE -
300,000,00017 BAXRIE(E R0.138F T2
BRECR _ZTNF— A= BEENRE

o

ZEBREN _TTMF-A=HAE_

T—PNFE— [~ HEEA FITE -

25. KN RE) 2 #E

Retained profit/
(accumulated
Share losses) Contributed
premium REBEF, surplus Total
BRBRE (R5HEE) BEHRR et
HK$ HK$ HK$ HK$
BT BT BT BT
At 31 December RZEE—F
2001 +=A=+—H 43,651,967 (59,273,380) 214,938,109 199,316,696
Loss for the year FANBE - (29,183,017) - (29,183,017)
At 31 December RZEE—F
2002 +=A=+—H 43,651,967 (88,456,397) 214,938,109 170,133,679
Capital restructuring i E4H
- notes (i) & (i) —BIEE@ & G)  (43,651,967) 88,985,546 (45,333,579) -
- note 23 i) — B &k 23ii) - - 30,000,000 30,000,000
Profit for the year FR = - 2,924,811 - 2,924,811
At 31 December RZEE=F
2003 +=ZA=+—AH - 3,453,960 199,604,530 203,058,490
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NOTES TO THE ACCOUNTS (continued)
BR B B 5% (48)

For the Year ended 31 December 2003 HE—FTE=Ff+_A=+—HIFE

25. RESERVES OF THE COMPANY (continued) 25. KD\ 2 f#E (58

Notes: Bfat
Pursuant to a special resolution passed on 29 December 2003, BE—ER-_ZE=F+_A=-ThBBBRZEF
%‘J/ n%?% ’

()  the amount of share premium account was reduced to zero and () BEERE2ITSTEBEIBRES  FIEEZ
the credit arisen was transferred to the contributed surplus account; EREREARABIE &
and

(i) an amount of HK$88,985,546 standing to the credit of the (iy EHBEHRIRP 2 £%88,985,546/% 0.2 BETH
contributed surplus account was applied to offset against the HEERF AR AT -

accumulated losses.

Under the Company Act 1981 of Bermuda (as amended), the BEARE-NN—FR8E @B -
contributed surplus account of the Company is available for distribution. ZEHRBIEBIRIHY IR G - %ﬁﬁ E
However, the Company cannot declare or pay a dividend, or make a THERT - AR TESEEHRBIRFEIRK
distribution out of the contributed surplus account, if: IR BB 9k
(@) the Company is, or would after the payment be, unable to pay its @ AREERINEBEDIREEEEEEE
liabilities as they become due; or WA
(o) the realisable value of the Company’s assets would thereby be (b) ARFREEZASAEEGELEMERE
less than the aggregate of its liabilities and its issued share capital RAAREE - BEITRARRMDRER
and share premium account. ZHARD o
In the opinion of the Directors, the Company’s reserves available for EERE  ARARGEEBHES R TRE 2
distribution to shareholders as at the balance sheet date were as follows: BT
2003 2002
—BE=F —EE-F
HK$ HK$
BT BTT
Contributed surplus BEHEH 199,604,530 214,938,109
Retained profit/(accumulated losses) RE=H(ReHEE) 3,453,960 (88,456,397)

203,058,490 126,481,712
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NOTES TO THE ACCOUNTS (continued)
iR B B s (48)

For the Year ended 31 December 2003 HE—FTE=—F+_A=+—HIFE

26. RETIREMENT BENEFIT SCHEME 26. R KB =HE

The Group operates the MPF for all qualifying employees. The
retirement benefit costs charged to the profit and loss account
represent contributions payable to the scheme by the Group at
rates specified in the rules of the scheme. The assets of the
scheme are held separately from those of the Group in an

independently administered fund.

AEEREBABEREELHRES - £18
BRI ZBRBHAA - BAEEIRRET
BRELL AT ZHRK - ZHEEERK
SHEEMEENF - UMARETEAEEZ

27. CONTINGENT LIABILITIES 27.FAREE
The Group rEH
At 31 December 2003, the Group has no significant contingent MRZZEZR=F+_A=+—H0 FTEELE

liabilities (2002: Nil).

The Company

The Company has issued an unlimited corporate guarantee to
a bank to secure general facilities granted to two subsidiaries.
The Company has also issued guarantees to the extent of
HK$82,000,000 (2002: HK$32,000,000) to another bank to
secure general facilities granted to two subsidiaries. The facilities
utilised by the subsidiaries as at 31 December 2003 amounted
to approximately HK$128.1 million (2002: HK$8.9 million).

EXSIRNEECTT_F &) -

ZNNE

RATEHREMB AT E—REERIR
TRLEREARER - EHMmENE
NAIFME—REEMR S —FRTED
82,000,000/ 7T (ZZZ 4 : 32,000,000
BIOER R_ZE=F+_A=1+—
B - @A RS EA{EEREL128,100,000
BT (ZEE ZF : 8,900,000/ 7T) ©
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NOTES TO THE ACCOUNTS (continued)

Rk B Bt aE (#8)

For the Year ended 31 December 2003

28. COMMITMENTS
The Group
At 31 December 2003, the Group’s future aggregate minimum

lease payments under non-cancellable operating leases are
payable as follows:

HE-—TT=G+-F=f—HIFE
28. &iE
rEE

R-ST=F+-A=1—0  AEERE
RIS AT N 2 R RS EE S 0
W -

The Group

2003 2002

—EB=F T -F

HK$ HK$

BT BTT

Land and buildings T T

Within one year —FR 3,946,217 4,511,095
In the second to fifth year inclusive F_EZFhF (BEEEMSE) 12,468,332 491,402
16,414,549 5,002,497

The Group leases office premises under operating leases. The
leases run for an initial period of one to six years. The leases do

not include any contingent rentals.

The Company

At 31 December 2003, the Company did not have any
commitments under non-cancellable operating leases
(2002: Nil).

Other than the operating lease commitments, the Group and

the Company did not have any other capital commitments as
at 31 December 2003 (2002: Nil).
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NOTES TO THE ACCOUNTS (continued)

Rk B B aE (48)

For the Year ended 31 December 2003

29. PLEDGE OF ASSETS

At 31 December 2003, listed investments belonging to clients
with total market value of approximately HK$405,025,650 (2002:
HK$27,776,500) were pledged to a bank to secure overdraft

facilities granted to two subsidiaries.

30. TRANSACTIONS WITH RELATED PARTIES

Details of the Group’s significant transactions with the following

related parties during the year are as follows:

BE_FFE=F+_A=1—HILFE

20. EEHEA

N-_ZE=F+-A=+—H BREFH
B#EM{EA405,025,6508 L (ZTE =
1 27,776,500/ 7T) 2 F IR A ER T
R1T - ERMHEMBARFMEEEERE L
ER o

30.BEALRS

REENRNFERRUATNREATETZE
AR ZAEHIRIAT

2003 2002
—EE=F —ETF
HK$ HK$
BT BT
Directors: 5%
Commission, fee and interest income A& ~ BA R EWA 7,914 152,226
Shareholders and fellow subsidiaries: R R FEZMB AR :
Commission, fee and interest REHERES
income arising from futures and BEZ2HS -
securities trading 2 A K HERA - 387,968
Associates of Directors: BEE2BEAT
License fee paid for use of premises  EEAFEE ZFFA]EE A 743,219 241,538
Commission and interest income REHEREHER
arising from futures and securities ek
trading FBEWA 1,359,348 -
Commitment fee and interest paid EHE MBI E 1,796,670 -
Sub-underwriting fee paid BERNHEHEER 140,000 -

In the opinion of the Directors, including the independent non-
executive directors, the above transactions were entered into
in the Group’s ordinary course of business and on normal
commercial terms.

EX(BREELFTES) RA LIRS
REE BB EBP IR RAXEFET -
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NOTES TO THE ACCOUNTS (continued)

ik B B

af (#8)

For the Year ended 31 December 2003

30. TRANSACTIONS WITH RELATED PARTIES

31.

(Continued)

In last year, one of the subsidiaries, REXCAPITAL Corporate
Management Limited, had entered into a license agreement
with an associate of a Director (“licensor”), which became a
subsidiary of the Company during the year, to use the office
premises leased by the licensor for an initial period of one year.
The license fee is calculated according to the proportion of floor

area occupied by the Group without any mark-up.
SUBSEQUENT EVENT

After the balance sheet date, on 12 January 2004, a conditional
sale and purchase agreement was entered into between the
Company and REXCAPITAL Group Limited (the “Purchaser”),
in which certain Directors are common directors, whereby the
Company conditionally agreed to sell, and the Purchaser
conditionally agreed to purchase, the entire issued share capital
of REXCAPITAL Financial Group Limited and all of its subsidiaries
(the “Sale Group”) for an aggregate consideration of HK$229
million, subject to adjustment with reference to the unaudited
consolidated net asset value of the Sale Group as at the
determination date in accordance with the terms of the sale
and purchase agreement. The transaction has not yet been
completed up to the date of this report.

32. COMPARATIVE FIGURES

In the current year, the Group has adopted the SSAP 12
(revised), as mentioned in note 2(a) to the accounts, for the first
time. The presentation in the current year’s accounts has been
modified in order to conform with the requirements of this
standard. Comparative figures have been restated in order to

achieve a consistent presentation.
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