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Forward

The past year has seen Asia straddled with
unprecedented difficulties and crisis. The theme
of this Tai Fook Annual Report makes use of a
series of pictures portraying yachts competing
in tumultuous sea as the theme to symbolize
courage, determination and team spirit.
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14 September 2004
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8 October 2004 by 4:00 p.m.
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11 to 15 October 2004
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15 October 2004
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21 October 2004
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Announcement of interim results (unaudited)
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Corporate
Information

A

Directors

Executive Directors

CHENG Kar Shun, Henry ~ Chairman

LO Lin Shing, Simon Deputy Chairman
DOO Wai Hoi, William Deputy Chairman
WONG Shiu Hoi, Peter Managing Director
LEE Yiu Wing, William

CHAN Chi On, Derek

LUO Gang

Non-executive Directors

WONG Kwok Kin, Andrew
LAM Wai Hon, Patrick
CHEUNG Wing Yui, Edward
(re-designated from Independent
Non-executive Director on 1 July 2004)
HO Hau Chong, Norman
TO Hin Tsun, Gerald
CHAN Wing Luk
(resigned on 1 July 2004)
CHAN Kam Ling
(resigned on 1 July 2004)

Independent Non-executive Directors

MAN Mo Leung
(appointed on 1 July 2004)
TSUI Hing Chuen, William
(appointed on 1 July 2004)
WEI Chi Kuan, Kenny

Audit Committee

MAN Mo Leung Chairman
(appointed on 1 July 2004)

TSUI Hing Chuen, William
(appointed on 1 July 2004)

WEI Chi Kuan, Kenny

CHEUNG Wing Yui, Edward

HO Hau Chong, Norman

Company Secretary

LI Tung Wing, Mike

Qualified Accountant

LO Wai Ho, Kendy
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Auditors

Ernst & Young

Place of Incorporation

Incorporated in Bermuda with limited liability

Registered Office

Clarendon House
Church Street, Hamilton HM 11
Bermuda

Head Office and Principal Place of Business

24th-26th Floor, New World Tower
16-18 Queen’s Road Central
Hong Kong

Web Site Address

Homepage: http://www.taifook.com
e-wealth club: http://www.e-wealthclub.com

Principal Share Registrars
and Transfer Office

The Bank of Bermuda Limited
6 Front Street, Hamilton HM 11
Bermuda

Hong Kong Branch Share Registrars
and Transfer Office

Computershare Hong Kong Investor Services Limited
Registered Office:

46th Floor

Hopewell Centre

183 Queen’s Road East

Hong Kong

Transfer Office:

Shops 1712-1716, 17th Floor
Hopewell Centre

183 Queen’s Road East

Hong Kong
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Financial
Highlights
W B R

For the six months ended

BEDLT B IEAEA Percentage
30 June 30 September change
2004 2003 Increase/
(Unaudited) (Unaudited) (Decrease)
it £ 20K TERRA SEWE 4 I
AH=1H JA=+H Bm,” ()
(CREEHB) CRECHZ)
For the six months ended 30 June 2004/30 September 2003
REZRZWEANA=ZTH R4 = THIEAEA
Turnover (HK$'000) R (T#0) 189,576 143,911 32
Net Profit (HK$ 000) KA (F#IT) 45,012 19,204 134
Per share £33
Basic Earnings Per Share (HK Cents) B SRFEAR B (AL 8.39 4.05 107
Diluted Earnings Per Share (HK Cents) B SRR A (AL 8.28 N/A A N/A A3
Dividend Per Share (HK Cents) BEEE B 4 2 100
NAV Per Share (HKS$) RROEEFHE (#or) 1.70 1.69 1
At the six months end EAMA Ik
Shareholders’ Funds (HK$ 000) R E S (FH#L) 971,010 798,089 22
Total Assets (HK$ 000) MR (Fi#o) 2,680,439 2,661,591 1
Number of Shares in Issue CE TR H 572,281,699 472,773,699 21
Share Price JefE
~ High (HKS) & (BT 1.40 1.20 17
~ Low (HKS$) —1E (BT 1.10 0.70 57
Financial ratios BB R
Gearing Ratio EARA N
— Borrowing to Total Assets' — (B ! 0.06 0.22 (73)
— Borrowing to NAV? — BB V(2 0.16 0.74 (78)
Return on Total Assets® (%) HERE R (%) 1.68 0.72 133
Return on Shareholders’ Fund* (%) J R 46 B4 (%) 4.64 2.41 93

1. Borrowing to Total Assets

Go=d kb

2. Borrowing to NAV

Total Borrowings #fHF

Total Assets F &%

Total Borrowings #fHF

R 1R (E Net Asset Value (NAV) & 1#16
3. Return on Total Assets Net Profit %]
R [ R Total Assets &=

4. Return on Shareholders’ Fund
TR G 2 1R
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Management
Discussion and Analysis

Results

We are pleased to report that the Group achieved a net profit of HK$45.0 million, or earnings per share of HK8.39 cents, for the
six months ended 30 June 2004. Owing to the change in our financial year-end from 31 March to 31 December effective from
2003, the six-month results under review were the first interim results of the Group made up to 30 June. As such, no comparable
interim results were available for last year. However, it is clear that there has been a substantial advancement in our business
performance in the review period as compared with a net profit of HK$19.2 million recorded for the six months ended 30
September 2003, the interim period of the last financial year, and a net profit of HK$41.6 million for the nine months ended 31
December 2003.

The Group’s turnover grew solidly to HK$189.6 million, compared with HK$143.9 million and a pro-rata adjusted HK$163.5
million for the two financial periods mentioned above respectively. Through controlling our operating costs effectively, the
resultant enhancement in operating efficiency was reflected by an operating margin of 24.0%, up from 15.6% and 18.7% for the

two periods.

In view of the improved financial performance, the Board has decided to recommend an interim dividend of HK4 cents per share,
which will be payable on 21 October 2004 to shareholders registered as of 15 October 2004. The recommended dividend represents
a payout ratio of 50.7%.

Market Review

During the period under review, the average daily turnover on the Stock Exchange of Hong Kong was HK$16.8 billion, which
was a sharp improvement from that of HK$10.4 billion for the whole of 2003. The average daily number of derivatives contracts
traded on the Futures Exchange of Hong Kong amounted to 57,651, reflecting an impressive growth from that of 41,889 for 2003.

Activity in the primary market was also buoyant, with total funds raised by newly listed companies reaching HK$55 billion,
nearly matching that of HK$59 billion for the whole of 2003. However, the total capitalisation of the Hong Kong stock market
only rose marginally to HK$5,555 billion as at mid-2004 from HK$5,548 billion as at end-2003, as the new capital formation
from IPOs and secondary market fund-raising was partially offset by falling share prices over the period. Demonstrating the
corrections in the two major market segments for blue chips and H-shares, the HSI dipped 2.3% to end the six months at
12,285.75. The HSCEI had a more severe setback of 14.5% at a close of 4,291.02.

There were increasing uncertainties on the international front with the advent of an interest rate up-cycle in the US and escalating
oil prices worldwide, which were perceived as potential threats to the health of the global economy. Elsewhere, the Chinese
economy was on the brink of a major correction after the strong but clearly irrational growth in fixed asset investment and credit
creation. The macroeconomic measures introduced by the central government were considered necessary in arresting the trend of
an overheated economy which however also had the effect of causing a drastic cool-down in investment sentiment towards China-

related stocks.

The local economy appears the most promising by comparison to other economies in the region, at least in the near term, as the
economic doldrums that started in 1998 have taken a positive turnaround. Real GDP chalked up a growth rate of 12.1% for the
second quarter of 2004, after the 7.0% growth recorded for the preceding quarter. Though the low base of comparison caused by
last year’s SARS outbreak accounted for part of the strong economic pick-up, the decrease in the unemployment rate and the

ending of the deflation era underpin a revival of the local economy.
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Management Discussion and Analysis

Business Review

Securities and Futures Broking

Turnover of the division was HK$121.2 million, accounting for 64% of the total. Its operating results were by and large in tandem
with market activity. Operating profit amounted to HK$23.8 million, accounting for 46% of the total. There was a marked
improvement in operating margin, partly because of the rising share of online trading business to around 20% of our transaction
volume. In addition to our headquarters, our branch network, currently comprising eight outlets in Hong Kong and one in Macau,
continues the strongest in geographical coverage among our non-bank competitors. Our concessionary commission charge on
online transactions is in line with the market, and we felt no downward pressure in our pricing for other products and services

under the current operating environment despite the deregulation on brokerage commissions since 1 April 2003.

Our service quality has been well recognised, enabling our leading position in securities broking services among non-bank
investment houses in Hong Kong. We were honoured with the “Best Broker in Hong Kong” by FinanceAsia in 2004, after being
awarded “Best Local Securities House” by Euromoney in 2000, “Best Broker in Hong Kong” by FinanceAsia in 2001, and “Best
Domestic Equity House” by Asiamoney in both 2002 and 2003. Our stellar reputation is unparalleled by any of our competitors
in the local marketplace and we believe crucial to maintaining our market niche. Besides, we are Hong Kong’s first financial firm
accredited the BS 7799 Information Security Management System Certification by BVQI Limited, certifying our data center’s
proven capability in maintaining computer data security and reliability. This is a major strength in promoting our online services,

not only in Hong Kong but also overseas.

Corporate Finance

To capitalise on the business opportunities arising from the improvement in market conditions and our extensive client base in
Mainland China and Hong Kong, the corporate finance division has actively participated in the sponsoring of IPOs, provision of
financial advisory to listed issuers and equity issue underwriting. Turnover and operating profit of the division were HK$20.5
million and HK$7.0 million respectively during the review period. The results for the six months were well ahead of what we
achieved for the preceding nine-month period. Major work done included acting as the sponsor for three IPOs, including two on
the Main Board and one on GEM, and providing financial advisory services to listed issuers in 17 corporate transactions.
Additionally, we completed 15 IPO underwriting assignments, acting as the lead manager for two of them and the sole placing
agent for one share placing. We have also strengthened and better coordinated our manpower in ECM activity which should help

our deal sourcing and distribution capability.

Margin Financing

Our lending business has been curtailed with a view to improving our overall asset quality and profitability after experiencing
higher credit risks in the past few years. Advances to customers stood at HK$790.4 million at end-June 2004, down significantly
from HK$1,133.6 million as at end-2003. Accordingly, turnover from the division of HK$37.1 million and operating profit of
HK$18.7 million represented only 20% and 36% of total turnover and total operating profit respectively, which were considerably
lower than the ratios of the past years. Our bank borrowings have also been reduced substantially as our external debt has been

mainly geared to finance our margin financing business.
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Proprietary Trading and Investment

We have allocated more of our financial resources to higher-margin businesses, which include proprietary trading and investment.
The total value of short-term investments rose from HK$19.3 million as at end-2003 to HK$38.1 million as at end-June 2004.
Despite the adverse market changes in the second quarter of the year, we still achieved a profit for the overall period and have
maintained a respectable return on our share portfolio. The trading and investment activities earned a turnover of HK$4.8 million
and an operating profit of HK$2.0 million, after providing a net unrealised loss of HK$5.6 million on short-term investments, for
the review period. We have continued to focus on investment opportunities from quality stocks with unexploited revaluation
potential and major blue chips and H-shares which were unduly oversold amid bearish sentiment. We believe that through appropriate
diversification and thorough independent research our investment risk will be minimised. We also traded modestly in the derivatives

markets mainly for hedging purposes.

Asset Management

This is considered one of our core businesses in the long term though the contributions from this division have remained
insignificant. The performance of our flagship CCS Tai Fook China Investment Fund outperformed both the HSI and the HSCEI
during the first half of 2004. Its investment objective is to achieve solid positive returns over time, offering investors a sound
long-term investment choice. Against the market downtrend, the unit NAV of the funds rose 4.2% over the six months to US$11.58
as at end-June 2004. Our main efforts have been focused on exploring business opportunities in Mainland China and we have
successfully turned our established business connection into certain business joint ventures with appropriate Mainland partners.
We have also embarked on building up a significant presence in the emerging wealth management business to maximise the cross

selling potential of our products and services.
Financial Review

Treasury Policies
The Group remained in a liquid position with a cash balance of HK$149.5 million as at the end of the review period, up from
HK$139.0 million as at the beginning of the period. Cash held on behalf of customers decreased HK$255.7 million to HK$969.2

million as trading activities declined in the second quarter of 2004. The current ratio was healthy at 1.48 times.

As at 30 June 2004, the Group’s gearing ratio, measured on the basis of total borrowings as a percentage of total shareholders’
equity, was 16%. All borrowings were of short-term maturities at floating interest rates, which were largely used to finance our
margin financing business. Total bank and other borrowings stood at a total of HK$153.2 million, against total advances of
HK$790.4 million, as at the end of June 2004. The ratio of interest income to interest expense improved to 10.45 times from 6.75

times for the last reference period.

Our operating cash flow remained adequate for financing our recurrent working capital requirements. Besides, the Group has
unutilised banking facilities of HK$1.25 billion, while our capital commitments are minimal. The Group’s assets and liabilities
are substantially denominated in Hong Kong dollars, and accordingly our foreign exchange exposure remains immaterial. Except
for the guarantees provided to the banks for securing normal banking facilities for our subsidiaries, the Company has no other

significant contingent liabilities.
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Management Discussion and Analysis

Capital Structure

Boosted by the positive operating results and the share placement in March 2004, shareholders’ funds were increased by HK$148.6
million, or 18%, to HK$971.0 million, or HK$1.70 per share. Pursuant to a placing agreement dated 3 March 2004, Chow Tai
Fook Nominee Limited, a substantial shareholder of the Company, placed 85 million shares of HK$0.10 each in the share capital
of the Company to seven independent investors at a price of HK$1.22 per share, and agreed to subscribe from the Company for
the same number of shares at the same price before expenses. As at 30 June 2004, the total issued share capital of the Company
stood at HK$57.2 million, comprising 572,281,699 shares of HK$0.10 each.

Material Acquisition and Disposal of Subsidiaries and Associated Companies
There was no material acquisition or disposal of subsidiaries and associated companies by the Group for the period.
Employees

The Group’s total staff costs for the six months ended 30 June 2004 amounted to HK$53.0 million, which excluded commissions
paid to commission-based staff, representing a rise of slightly over 10% from HK$47.9 million for the six months ended 30
September 2003. The increase was partly attributed to incentives paid to our staff during the review period. As at 30 June 2004,
the Group employed a total of 418 permanent staff (end-2003: 415) of which 102 were commission-based staff (end-2003: 110).

Prospects

We have established a sound business platform which would enable us to tap into any business opportunities that may arise ahead.
The clear signs of a reviving economy in Hong Kong with its accelerated integration with the Mainland in respect of investment
activities and tourism should sustain the improving investment sentiment in the local market. We believe the market has gone
through a healthy consolidation in the second quarter of this year after the robust performances across the board since mid-2003.
However, we will strive to continue our efforts and will be alert to the various challenges in the securities industry.

Barring any foreseen events, we expect satisfactory results for the full year of 2004, with the hope that activities in both the
primary and secondary markets will further pick up later this year. As we believe that oil prices have passed their peaks and the
possible rate hikes ahead will also be gradual and measured against a forecast of modest inflation in the near term, the uncertainties
overhanging the market in the past few months will subside. Additionally, the upcoming listing of several sizeable Chinese
enterprises in the telecom, aviation, power and banking sectors is expected to further enhance market activities and sentiments.

Backed by our dedicated staff and professional management, our comprehensive products and quality services, our strong
commitment in information technology and value-added investment research, and the favorable changes in Hong Kong, we have
every confidence in the future of the Group.

By order of the Board

Wong Shiu Hoi, Peter

Managing Director

Hong Kong, 14 September 2004
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Condensed Consolidated Profit

and Loss Account

fliv s AR

TURNOVER

Other revenue
Unrealised gains/(losses) on short
term investments, net
Gain on disposal of long term investments
Staff costs
Commission expenses
Exchange expenses
Write back of provision for doubtful debts
Interest expense for securities broking
and margin financing operations
Depreciation
Other operating expenses

PROFIT FROM OPERATING ACTIVITIES

Share of profits/(losses) of jointly-controlled
entities

PROFIT BEFORE TAX

Tax

NET PROFIT FROM ORDINARY ACTIVITIES

ATTRIBUTABLE TO SHAREHOLDERS

DIVIDEND

EARNINGS PER SHARE
— Basic

— Diluted

BEM

FoAth e A

Frfr B 2 R 8L
Ve WY VARG |

H 1= 4 B i e

BT A

liER:3

A2 5y i B 32

IR B £58 41 43¢ 1o

KBS R AT RAE B
W 2 BB

8§

HoAth 48 % B 52

BER A

JAE A5 36 7] 52 HE A A )
ZuF (1)

B Bt 1 %k A

i I8

JBe 3R HE A H %
EHB MR

JBe B

IR EA
— AR

— i

For the six months ended

WE T HBIEANEA
30 June 30 September
2004 2003
R ENE 2 e
AH=1TH ALA=+H
(Unaudited) (Unaudited)
(G 28 9 8% ) (R 82 1%)
HK$°000 HK$°000
T T #5 7T
189,576 143,911
1,475 3,829
(5,569) 2,875
3,150 -
(79,456) (66,231)
(773) (1,521)
(6,384) (7,598)
- 682
(3,624) (6,609)
(9,032) (9,683)
(43,925) (37,245)
45,438 22,410
165 (6)
45,603 22,404
(591) (3,200)
45,012 19,204
22,843 9,440
8.39 centsfil] 4.05 centsfill
8.28 centsfil] N/AA i F
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Condensed Consolidated

Balance Sheet

W& B AR

NON-CURRENT ASSETS
Fixed assets
Intangible assets
Other assets

Interests in jointly-controlled entities

Long term investments
Deferred tax assets

CURRENT ASSETS
Advances to customers
Accounts receivable
Other receivables
Tax recoverable
Short term investments
Cash held on behalf of customers
Cash and bank balances

CURRENT LIABILITIES
Accounts payable
Tax payable
Other payables and accruals
Dividends payable
Loans from a related company

Interest-bearing bank and other borrowings

NET CURRENT ASSETS

Ik i By ¥
Ié] S
Y
HoAth 5
T LR 2 A R 2 M AR
RYEE
I JIE L I

i B ¥

B|THEE 28K
JRE WA MR

H A JRE Wi R 3K
AT ) B IH
H
REF 6 2 Bl
Bl Je 84T Wi A7

i B £ 1%
JRE AsF e K
JRE A+ B3 2
H A JRE AR R I R RE it 2 £
JRE A5 A B
— [ [ 28 2 ] B
w B SR AT B AR H A £ 3K

Ui B ¥

TOTAL ASSETS LESS CURRENT LIABILITIES £ % & 3 i% 8) £1 i

NON-CURRENT LIABILITIES
Deferred tax liabilities

CAPITAL AND RESERVES
Issued capital
Reserves

Ik i By 1 4%
AR JEBLIH A R

WA B¢
E AT
B

1 4 Tai Fook Securities Group Limited K4t %4 M4 B4 7 « Interim Report H#1#4k 2004

30 June 31 December
2004 2003
ZREZPMLE R
ANH=1H +=H=+—H
(Unaudited) (Audited)
(R 8% ) (R EHZ)
Notes HK$’000 HK$°000
R 5 T# L Tt
32,330 37,274
5,015 5,422
8,384 8,110
3,207 3,042
8 85,636 74,636
7,397 7,011
141,969 135,495
9 790,388 1,133,617
10 542,166 186,205
29,899 26,181
19,240 19,190
11 38,148 19,257
969,152 1,224,853
149,477 139,030
2,538,470 2,748,333
12 1,466,315 1,440,839
1,264 45
88,636 31,608
- 9,448
- 93,482
153,211 485,346
1,709,426 2,060,768
829,044 687,565
971,013 823,060
3) (608)
971,010 822,452
13 57,228 47,240
913,782 775,212
971,010 822,452




Condensed Consolidated Statement of

Changes in Equity

8 W1 %4 DB A e 5 ) ¢

At 1 April 2003

Repurchase and cancellation
of shares
Transfer to capital redemption
reserve of the nominal value
of shares repurchased
Movement in fair value
of long term investments
Exchange realignment
Net profit for the period
Interim 2003 dividend

At 30 September 2003

At 1 January 2004

Final 2003 dividend declared
Issue of shares
Share issue expenses
Movement in fair value
of long term investments
Transfer to profit and loss
account on disposal
Exchange realignment
Net profit for the period
Interim 2004 dividend

At 30 June 2004

REFE=EMA—H
B 2 B

HEEARMREL
I M 2 S5 (

RESEZAT
EE%S

Eint

EEL

“RE=EPYRE

ROBRZEAA= TR
KRR

EER-FZ=FRHRE
Bl
BIrRHER
REBEZAY

R

HERE RS R
Eimt
s
“ZEMESHRE

REZZREARZTN

Long term
Issued Share Capital investment  Exchange
share  premium redemption Contributed Capital ~revaluation fluctuation ~ Retained  Proposed
capital account reserve surplus reserve reserve reserve profits  dividend Total
L R ¥k ERH% L1
23 ROk BEGE  BARR  WARE  EMRE O NERE O REEA RWRA it
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REHH)  CRE®H)  (REFE)  GRE®E)  CRERB)  CGRERH)  (RE®H)  (RE%K)  GRE®H)  CGRE%H)
HKS'000  HK$'000  HKS$'000  HKS'000  HKS'000  HKS$'000  HKS'000  HKS'000  HKS'000  HKS000
Tin Tk Tin Tin Tk Tk Tin Tin Tk Tk
47,563 408,768 1,767 3,356 45,501 (49,645) (13) 308,844 - 766,141
(286) (2,043) - - - - - - - (2,329)
- - 286 (286) - - - - - -
- - - - - 15,071 - - - 15,071
- - - - - - 2 - - 2
- - - - - - - 19,204 - 19,204
_ _ _ - - = - (9,440) 9,440 =
47211 406,725 2,053 3,070 45,501 (34,574) (11) 318,608 9,440 798,089
47,240 406,368 2,130 2,993 45,501 (22,736) (20) 329,637 11,339 822452
- - - - - - - - (11339)  (11,3%9)
9,988 107,726 - - - - - - - 117,714
- (116) - - - - - - - (116)
- - - - - 450 - - - 450
- - - - - (3,150) - - - (3,150)
- - - - - - (13) - - (13)
- - - - - - - 45,012 - 45012
- - - - - - - (22,843) 2,843 -
57,208 513,978 2,130 2,993 45,501 (25,436) (33) 351,806 2,843 971,010
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Condensed Consolidated
Cash Flow Statement
SR SR ER

For the six months ended

WE T HBIEANEA
30 June 30 September
2004 2003
RN CEREEAE
AH=1+H JLH=+H
(Unaudited) (Unaudited)
(G 28 9 8% ) (R 8% )
HK$°000 HK$’000
T#x T

NET CASH INFLOW/(OUTFLOW) FROM: BERA (W) kA :

OPERATING ACTIVITIES BB (63,295) 15,979

INVESTING ACTIVITIES BE W B (24,023) (18,188)

FINANCING ACTIVITIES BEWNH 117,597 (2,328)
INCREASE/(DECREASE) IN CASH AND REeERBESMEHZ N, (FL)

CASH EQUIVALENTS 30,279 (4,537)
Cash and cash equivalents at beginning of period W) Bl K Bl HIEH 119,198 45,444
Effect of foreign exchange rate changes, net S T E 28 588 ) 2 50 2% > 3 8H - (16)
Cash and cash equivalents at end of period MARBL & MBS EEA 149,477 40,891
ANALYSIS OF BALANCES OF CASH AND BRERBEHFMHEH

CASH EQUIVALENTS &bk b

Cash and bank balances Bl MORAT 5 AF 149,477 91,487
Bank overdrafts AT 3L - (50,596)
149,477 40,891
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Notes to the Condensed
Financial Statements

5 W1 4 05 e Bk

BASIS OF PRESENTATION AND ACCOUNTING
POLICIES

These unaudited interim condensed consolidated financial
statements have been prepared in accordance with Statements
of Standard Accounting Practice (“SSAP”) 25 “Interim
Financial Reporting” and Appendix 16 of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited.

The accounting policies and basis of presentation used in the
preparation of these interim financial statements are the same
as those used in the Group’s audited financial statements for

the nine months ended 31 December 2003.

Hong Kong Financial Reporting Standard (“HKFRS”) 1 “First-
time Adoption of Hong Kong Financial Reporting Standards”
has been effective for accounting periods commencing on, or
after, 1 January 2004. HKFRS prescribes the accounting
treatment that an entity should apply when it adopts HKFRSs
for the first time as the basis for preparing its annual and
interim financial statements. The issuing of HKFRS 1 had no

impact on the Group’s Condensed Interim Financial Statements.

CHANGE OF FINANCIAL YEAR END DATE

Effective from the year ended 31 December 2003, the Company
changed its financial year end date from 31 March to 31
December, in order to coincide with the financial year end
date of most local and international financial institutions, so
as to facilitate the shareholders and stakeholders of the
Company in evaluating the performance of the Group in
comparison with those of other financial institutions.
Accordingly, the current interim period covers the six months
from 1 January 2004 to 30 June 2004, whereas the previous
interim period represented the six months from 1 April 2003
to 30 September 2003.

1.

LR o B it R

AR K AZ B b AR A R T AR SR R

R ([t ) 5525595 [ BB & | &
F UG 58 5 P A PR/ B 78 25 i B B 8% 16119
FAE T 4 Y

A P 7AS v 00 B 5 R R BT R A Y R B B R S
e EAEEEE_FF=2F+FA=1t—HILI
18 768 8 A2 B 5 S 3k P R A 3 AH 7] o

Y B 5 R ) (T At otk B 5 i M ) D) 2B 1%
[ YR A A v A B MR A ) g R 4 —
— B AR B U B st 30 TR] B 2 28 A s B S
i A7 YO P 3 — [H] B B R R AN R s B S R e
AE oy At S 4 BE T v ) B 55 ik o S M I R B T #)
T AR TR o v B R 2 P BB 1 SR A A
A » 365 74 452 [0 114 i WD e SO B 5 7 e 2 2B o

S B AR BE AR A H

M = =AE CH = B AR AL B
EEGHH=ZA=Z+T—H8 A+ -H=+—H:
AL 45 2R ¥ - 74 Ml % 81 % <6l 6 e 2 B A4 B 4
&5 H > 3 DL 7 (A 20 ) R B HE i A N 98 i P
LAt <5 RAR 2 3R BT T A AN 48 H 2 R B - (Rt
BT R W E —FENE - A E 2%
ENH = A BN AR H I > 0 b R
FR=ZFMNA-HE -EEZ=FH =1+ HNM
H 1 -

1}:{?
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Notes to the Condensed Financial Statements
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SEGMENT INFORMATION

The Group’s operating businesses are structured and managed
separately, according to the nature of their operations and the
services they provide. Each of the Group’s business segments
represents a strategic business unit that offers services which
are subject to risks and returns that are different from those of
other business segments. Summary details of the business

segments are as follows:

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

and gold bullion contracts broking and dealing;

(b) the margin financing and money lending segment engages
in the provision of margin financing to margin customers,
and personal loans and commercial loans to individuals

and corporate customers, respectively;

(c) the corporate advisory, placing and underwriting segment
engages in the provision of corporate advisory, placing

and underwriting services;

(d) the trading and investment segment engages in investment
holding and proprietary trading of securities, futures,
options and gold bullion contracts and leveraged foreign

exchange; and

e) the other segment comprises fund management, the
g p g
provision of custodian and handling services, and the sale

of savings plans.
In determining the Group’s geographical segments, revenues
and results are attributed to the segments based on the location

of the customers.

Intersegment transactions are conducted with reference to the

prices charged to third parties.

Tai Fook Securities Group Limited K4t %4 M4 B4 7 « Interim Report H#1#4k 2004
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3. SEGMENT INFORMATION (continued) 3. HwEN W

(a) Business segments (a) B AW
The following table presents revenue and profit/(loss) for RS A AR 2 4 2 A B i A (s
the Group’s business segments. ) -
Corporate
Margin financing ~ advisory, placing
Broking and money lending  and underwriting Trading and investment Others Eliminations Consolidated
BETH THRA R 2 S22k SR REROY HERSH L) o 4]

Six months ended ~ Six months ended  Six months ended  Six months ended  Six months ended  Six months ended  Six months ended
REUTHMEAMA  REATAMEARA  BERFOMEAHA  REDTFHMEAMA  REDTFHMEAMA  REWTAMEAME  REUTHMEAMA

30 30 30 30 30 30 30 30 30 30 30 30 30 30
June September June September June September June September June September June September June September
2004 2003 2004 2003 2004 2003 2004 2003 2004 2003 2004 2003 2004 2003
CREWE CFTSE CRRME CZZCE CRRWE CRECE CRFNE CFTSE CRRNE CRZCE CRRWE CTESE CRRNE %%
ARZER UASTE AREER UAETE AAERR AASTE AASHR AAZER AAZER UAEER ARZER UAETE ARZER UASTH
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REHB) CREER)  (REHB) CREER) (RBEB) (RE%FH) (REFH) (REER) (RERH) (RESH) (RE%R) (REER)  (RE%R) (REER
HK$000  HK$'000 HKS'000 HKS'000 HKS000 HKS'000 HKS'000 HKS'000 HK$'000 HKS'000 HKS$'000 HKS'000 HKS'000  HKS'000
Fi#x T Ti#x T Fi#x T Ti#x T Fi#x T Fi#x T Ti#x T
Segment revenue: JHRIA
Sales to external customers  HETFHEEF 121,248 84,465 37,149 41,531 20,492 13,094 47 2,554 5916 2,267 - - 189576 143911
Intersegment sales ERBHZEE 354 654 2,618 - - - - - - 189 29m) (843) - -
Total &t 121,602 85119 39767 41,531 20,492 13,094 47 2,554 5916 2,456 (2971) (843) 189576 143911
Segment results HbES 23,834 3405 18,725 20,521 7,023 1,939 1,999 4,633 557 (823) - - 52,138 29,675
Unallocated expenses AR (6,700)  (7,265)
Profit from operating BEEHEH
activities 45,438 2410
Share of profit/(loss) of EIE R A K
jointly-controlled entities ARZ%H/ (BR) 165 (6)
Profit before tax i B 1 45,603 22,404
Tax R (91)  (3,200)
Net profit from ordinary AR B
activities attributable il
to shareholders 45,012 19,204

Tai Fook Securities Group Limited KXt %4 M 47 B4 & « Interim Report 1 1# it 2004
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Notes to the Condensed Financial Statements

7 0 B4 25 3 o B i
3. SEGMENT INFORMATION (continued) 3. HwEN W
(b) Geographical segment (b) Hul 5 F
No geographical analysis is presented as over 90% of the H A 7% 45 8] 48 90% 2 e A o 36 53 % R R 5 i
Group’s revenue and results are derived from activities in SEX5 > W A 2 5 [ 43 A o
Hong Kong.
4. PROFIT FROM OPERATING ACTIVITIES 4. BB
The Group’s profit from operating activities is arrived at after AR B 2 S8 FERS W A 50 (REA) T4 IE
charging/(crediting): %A
For the six months ended
BEDT HBIEANMEA
30 June 30 September
2004 2003
R ENE e 2 e
AH=1H LA=Z+H
(Unaudited) (Unaudited)
(R 88 9% 8) (R K89 %)
HK$°000 HK$°000
T#1i F Uk IT
Depreciation e 9,032 9,683
Amortisation of intangible assets T R B 406 406
Staff costs (including directors’ remuneration): 8 T4 (445 2 5 M &) -
Wages and salaries T J ¥ 47,228 46,386
Commission < 26,493 18,298
Bonuses TEAL 3,155 -
Net pension scheme contributions ER NS R QLR 2,580 1,547
79,456 66,231
Profit on trading of securities B w8 5 i (1,648) (1,260)
Loss/(profit) on trading of futures contracts HEMESHZEER (5F) 602 (391)
Write back of provision for doubtful debts R % 135 A 1% - (682)
Interest expense for securities broking KRBT HRE AT RMER
and margin financing operations: W2 R BB X
On bank loans and overdrafts SRAT R I X 3,266 5,370
On other loans At B 3K 358 1,239

20 Tai Fook Securities Group Limited K#i# % 4 M4 B A 7 « Interim Report #1445 2004



5. TAX

Hong Kong profits tax for the period has been provided at the
rate of 17.5% on the estimated assessable profits arising in
Hong Kong during the period. No provision for Hong Kong
profits tax had been made for the six months ended 30
September 2003 as the Group had no assessable profits for
that period. Taxes on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the countries in
which the Group operates, based on existing legislation,

interpretations and practices in respect thereof.

Group: AEHE:
Current — Hong Kong A — F s
Charges for the period LGIAE R
Underprovision in prior years 8 4 B A AN R
Current — Mainland China A 1] — v (B oK
Deferred I i
Total tax charge for the period TR A8 JE S

Bt B

1 TR0 7 s R 450 T 3 0 A0 A A T R 2 Al T
B Ui P 4% B 26 17, 5% HE A o P A AR AR TR R
FEZAFENH =B RS E A I 88 5% A5 8 SR B
R o BRI N A 3 5% 40 T 4 0 s ) A5 B AR L B4 o 7
At 4t [ O SRR U8 AR T AR 4 A 4R 0 A A SR
Bl R 2 BUAT A~ S R B> 4 b 2 BLAT B R

For the six months ended

BWEU THHEANMEA
30 June 30 September
2004 2003
e 2 QLK S —FF=4
AH=1TH LA=+H
(Unaudited) (Unaudited)
(G 28 9 8% ) (CR&FEZ)
HK$’000 HK$°000
T T TT
1,279 -
- 726
20 27
(708) 2,447
591 3,200
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Notes to the Condensed Financial Statements
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DIVIDEND

The directors declared an interim dividend of HK4 cents (six
months ended 30 September 2003: HK2 cents) per ordinary
share for the six months ended 30 June 2004, to shareholders
whose names appear on the register of members of the
Company on Friday, 15 October 2004. The interim dividend
will be paid on Thursday, 21 October 2004.

EARNINGS PER SHARE

The calculation of basic earnings per share is based on the
unaudited net profit attributable to shareholders for the period
of HK$45,012,000 (six months ended 30 September 2003:
HK$19,204,000), and the weighted average of 536,250,106
(six months ended 30 September 2003: 474,139,120) ordinary

shares in issue during the period.

The calculation of diluted earnings per share for the period
ended 30 June 2004 is based on the unaudited net profit
attributable to shareholders for the period of HK$45,012,000.
The weighted average number of ordinary shares used in the
calculation is the 536,250,106 ordinary shares in issue during
the period, as used in the basic earnings per share calculation,
and the weighted average of 7,175,736 ordinary shares assumed
to have been issued at no consideration on the deemed exercise

of all share options during the period.

The diluted earnings per share for the period ended 30
September 2003 is not presented as there were no dilutive
effects on the basic earnings per share. The outstanding share
options of the Company would not result in the issue of
ordinary shares for less than the fair value, as their exercise
price was above the average market price of the Company’s

shares during that period.

Tai Fook Securities Group Limited K4t %4 M4 B4 7 « Interim Report H#1#4k 2004
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8. LONG TERM INVESTMENTS 8. EMi®y

30 June 31 December
2004 2003
“RENE “ER A
AA=ZtTH +ZHA=+—H
(Unaudited) (Audited)
(o 28 #%) (R %)
HK$°000 HK$°000
T# T #& 7T
Listed equity investments in FHkz Ll RO HE  Hie T
Hong Kong, at market value 49,508 53,656
Unlisted investments at fair value: I T e 45 AT ST
Hong Kong ik 31,878 17,355
Mainland China (Note) o K R (Bt EE) 4,250 3,625
85,636 74,636
Note: The balance represented the promoter foreign shares of MGt %R B ALK YL B LR IR R4 Al
Changmao Biochemical Engineering Company Limited, a (— [T I S PR AR L T 24 7)) & BERE NS
company listed on the Growth Enterprise Market Board of the S o 75 ST T RO R R R FF (L 9% )
Stock Exchange. Subject to certain restrictions on transfer and o [ 7 2 G R 25 B R T 38 BT Y 4 2 At o
upon obtaining the requisite approvals from, among other 1% SN R AT T HR i e B L T
bodies, the China Securities Regulatory Commission and The HR A [ R RN ot ~FFE—FENHA N
Stock Exchange of Hong Kong Limited, the promoter foreign H R 5t = 4F 14 - LN S B EATF i B o
shares may be convertible into listed H shares and shall
thereafter carry the same rights and obligations of those listed
H shares. The promoter foreign shares are not permitted to be
sold within a period of three years from 18 June 2001.
The investments of the Group are issued by corporate entities. AL 2 BB A R AT e
At the balance sheet date, certain of the listed investment were &S H > A b T B BE B R T AR AT DA
pledged to banks to secure certain bank facilities granted to R T A4 W 2 25 T 4R AT 15 £ -

the Group.
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9.

24

ADVANCES TO CUSTOMERS

Loans to margin clients fFREF Z &K
Loans receivable JHE i B 3K
Accrued interest JE SRS
Less: Provision for bad and doubtful debts W R IR

Loans to margin clients are secured by the underlying pledged
securities, bear interest at commercial interest rates and are
repayable on demand. No aged analysis is disclosed as, in the
opinion of the directors, an aged analysis is not meaningful in
view of the nature of the business of securities margin

financing.

The amount of credit facilities granted to margin clients is
determined by the discounted market value of the collateral
securities accepted by the Group. As at 30 June 2004, the total
market value of securities pledged as collateral in respect of
the loans to margin clients was HK$2,898 million (31
December 2003: HKS$5,176 million).

The current period’s loan receivable balance (31 December
2003: HK$20,745,000) is secured by a 20% unlisted equity
investment in a private enterprise established in the People’s
Republic of China, bears interest at 2.25% per annum, and
repayable on demand. The remaining balance outstanding as at
the prior year end was secured by listed securities, bore interest
at commercial interest rate and had been settled during the

period.
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9. HTHPZHK

30 June 31 December
2004 2003

R ENE e 2 e
AH=1TH +TZA=+—H
(Unaudited) (Audited)

(G 289 8% ) (RH#%)
HK$°000 HK$°000
T T T
813,105 1,053,049
20,745 120,745
4,777 8,062
838,627 1,181,856
(48,239) (48,239)
790,388 1,133,617

AT AR T 2 S0 h AR B O HE T RS 2R AR AT -
TSR Ry 48 78 10 44 P 26 258 o o A T SRR A IR
B A 3] 8 25 R A B 2 SE TR B I R 2R I
9 )¢ 55 B 0 0 A o

BT RE T 2 MG S TR 4% A 42 18 1 4k 2 31K
it 2 AT B A I E o A T FERPEARNH =+
H-fAHfFREF SR EHEM 2 B0 E
2,898,000,000# ¢ (—“FE=4F+"H=+—H:
5,176,000,000% JT)

AW R AR (CFE=ZFE A=+ —
H :20,745,000%5 75) DA —TE A — 5 3 A\ R ALAN
FA AR M 20%FF L T 1 HE 45 4 70 44 » 45 1] 2
2.25% > ZEUFS BE SR IRG FREH o J7A A7 41 JEE 4F 45 Iy 1 AR Vi 2
SRR R AR > LA BTl SR I e A KSR A
B B A 2 B0 R R



10. ACCOUNTS RECEIVABLE

10. HE Bk 5%

30 June 31 December
2004 2003
RN e 2 e
AH=Z=+H +ZHA=+—H
(Unaudited) (Audited)
(G 289 8% ) (RH#%)
HK$°000 HK$’000
T THE T
Accounts receivable arising from the ordinary W EH AR T UUT 4
course of business of dealing in: %J:ZJ%WEEE :
Securities and equity options transactions: o M R R HARE AL )
Clearing houses, brokers and dealers EE T SR KA 47,518 20,557
Cash clients HEeE®RF 346,695 73,998
Futures and options contracts transactions: e LRSS
Clearing house, brokers and dealers EE T SR KA 140,065 85,272
Gold bullion contracts transactions: HEGHS
Brokers ma 617 1,233
Accounts receivable arising from the W EH R R A AR
ordinary course of business of the provision EE%&@?% MR 5 BT 7E AR
of corporate advisory, placing and 2 JE i B R
underwriting services 7,271 5,145
542,166 186,205

The settlement terms of accounts receivable arising from the
ordinary course of business of dealing in securities and equity
options transactions are two days after the trade date, and
those of accounts receivable arising from the ordinary course
of business of dealing in futures, options and gold bullion
contracts transactions are one day after the trade date. The

above balances are all aged within 30 days.

15 F 3605 R A vh i 5 2 B S B SR I 2 ) i
JEE AL 2 RO AR A5 AR A 22 5 FAR T K > T AE
H o EBR AL 2 B I RS G R h) T E
A 2 BEWCIR A A F AR B 22 5 B4R — KoLk B
S BR 2 WR Y 30K 1A
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10. ACCOUNTS RECEIVABLE (continued)

An aged analysis of accounts receivable arising from the

ordinary course of business of the provision of corporate

advisory, placing and underwriting services is as follows:

Within 3 months
Between 4 and 6 months
Between 7 and 12 months
Over 1 year

=fEA R
PN (D
L+ @A
R — 4

The Group allows a credit period according to relevant business

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

to maintain tight control over its outstanding receivables in

order to minimise credit risk. Overdue balances are regularly

reviewed by management.

11. SHORT TERM INVESTMENTS

Listed equity investments, at market value:

Hong Kong
Elsewhere

T A B e T
At b 15
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10. HE W 3% (a1)

15 F 7 2E5 AR v 4 (it A 2L 54 5 - e B A% 6 89 RS
v 7 A= 2 B S R R AR B 23 AT AT

30 June 31 December
2004 2003
ZRBWAE ZERE=4
ANH=1H +=ZHA=+—H
(Unaudited) (Audited)
OR S H ) (BEHH%)
HK$°000 HK$°000
T#L T
4,689 3,463

585 510

879 981

1,118 191
7,271 5,145

AR AR SE OIS T P A S R F R
5 B R o A% 412 (30 3 A 121 758 I A BHR R A £ f ol 1 422
il LA 3ol AR A 5 L By < 5 L B S 400 A o 40 R T

11. %30 8 %
30 June 31 December
2004 2003
ZREZNLE R
AH=1H F=H=1+—H
(Unaudited) (Audited)
(R BEB) (5BFH%)
HK$’000 HK$’000
T-# T Tt
37,774 18,925
374 332
38,148 19,257




12. ACCOUNTS PAYABLE

Accounts payable arising from the ordinary
course of business of dealing in:

Securities and equity options transactions:

12.

TEH W EPBEPEELT

4 JE T 7E AR 2 B A IR

w5 g5 e B R IS 5

Clearing houses, brokers and dealers KT L R A Y
Cash clients RE®F
Margin clients fFREF

Futures and options contract transactions: ME RIS KL
Clients wFE

Gold bullion contract transactions: HERHLT
Clients wFE

The settlement terms of accounts payable arising from the
ordinary course of business of dealing in securities and equity
options transactions in respect of clearing houses, brokers and

dealers and cash clients are two days after the trade date.

Included in accounts payable to cash clients arising from the
ordinary course of business of dealing in securities and equity
options transactions is an amount of approximately
HK$611,633,000 (31 December 2003: HK$715,031,000)
representing these clients’ undrawn monies/excess deposits
placed with the Group. The balances are repayable on demand.
No aged analysis is disclosed as, in the opinion of the directors,
an aged analysis is not meaningful in view of the nature of the

business of dealing in securities and equity options.

HE A B =k

30 June 31 December
2004 2003
ZREZPNLE R
AH=1H +=—H=+—H
(Unaudited) (Audited)
(R BEB) (88%H%)
HK$’000 HK$’000
T #L Tt
269,502 45,144
617,384 750,889
354,186 461,052
217,673 176,607
7,570 7,147
1,466,315 1,440,839

HUAS B KEAC R A5 T K Bl % P TE H W SERS IR
T i 2 i O B S B BRI RE £ ) i e AR 2 AN IR
o REE IR B AL S AR R

15 B 2w 5 R MR ARE 22 ) i E A
5 B4 % 5 2 B BLE 40 54 611,633,0009 7T (—
TR =4+ H=+—H:715,031,000% 50) Z 17
BIAAREN 2 %5 2 KRB RIE B4
G5 B LI B2 SR IR AR R o A SRR B AR B 0 A B
B g7 M I SR R 2 SR T A R R T R
7 B 4 43 A7 o
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12. ACCOUNTS PAYABLE (continued) 12. BEAF MR K (4)
Accounts payable to margin clients arising from the ordinary 16 B ET AR 2 R 0 HE MR IR RS ) P
course of business of dealing in securities and equity options JEE A2 AN R 25 5 2 B SR IR S 0K IR AR o it TR 5B
transactions are repayable on demand. No aged analysis is a0 5y AR B 40 AT B R O MR R IRE 2 S
disclosed as, in the opinion of the directors, an aged analysis Bl W 2 o WD A5 R R e ) A o

is not meaningful in view of the nature of the business of

dealing in securities and equity options.

Accounts payable to clients arising from the ordinary course 16 H W EB MR 2 & IR S A A H
of business of dealing in futures, options and gold bullion BT AR BT R F 2 AR B B E B W R
contracts transactions are margin deposits received from clients Fe BARE Bt < B RN 5 22 FF Ji e 4 o o M R
for their trading of futures, options and gold bullion contracts, frRME G2 2 G FEEREEE RS - AR E
respectively. The excesses of the outstanding amounts over the a0 2y AR I 20 AT B B AR S R 2 S
required margin deposit stipulated are repayable to clients on B Sl A 3 o I 5 R R B ) A o

demand. No aged analysis is disclosed as, in the opinion of
the directors, an aged analysis is not meaningful in view of
the nature of the business of dealing in futures, options and

gold bullion contracts.

13. SHARE CAPITAL 13. B A
30 June 31 December
2004 2003
ZREWLE CERE=A
AA=Z=+H +T-HA=+—H
(Unaudited) (Audited)
(R 88 9% #) (R EFH)
HK$°000 HK$°000
T#L Tt
Authorised: 20 A
1,000,000,000 ordinary shares of A5 I T {E.0. 1095 7T 2 % 48 ik
HK$0.10 each 1,000,000,000 /5% 100,000 100,000
Issued and fully paid: E BT B AR TR AS
572,281,699 (31 December 2003: A % T {E 0. 103 JT 2 3 48 ik
472,401,699) ordinary shares of 572,281,699/ (—~EE =4+ — J]
HK$0.10 each =1 —H :472,401,699/%) 57,228 47,240
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13. SHARE CAPITAL (continued)

During the period, the movements in share capital were as

follows:

(a)

(b)

The subscription rights attaching to 14,880,000 share
options were exercised at the subscription prices ranging
from HK$0.93 per share to HK$1.20 per share, resulting
in the issue of 14,880,000 shares of HK$0.10 each for a
total consideration, before expenses, of HK$14,013,900.

Pursuant to a placing agreement dated 3 March 2004, Chow
Tai Fook Nominee Limited, a substantial shareholder of
the Company, placed 85,000,000 shares of HK$0.10 each
in the share capital of the Company to seven independent
investors at a price of HK$1.22 per share, and agreed to
subscribe from the Company for the same number of shares
at the same price before taking into account the costs and
expenses of the placing and interest received on the placing
proceeds. The net proceeds of the subscription, amounting
to approximately HK$103.4 million, was used to finance
the capital requirements of the Group in its ordinary course
of business, including but not limited to, for initial public
offering margin financing and other business expansion

purposes.

A summary of the transactions during the period with reference

to the above movements in the Company’s issued share capital

is as follows:

As at 1 January 2004
Share options exercised (a)
New issues (b)

As at 30 June 2004

AR EENE—H—H
EL AT 1 i i HE (a)
AT 7 X (b)
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13. AR (41)

WA A S B 40T

(a)

(b)

3£14,880,000/1% Jif 15 HE K 715 1) 52 s A LAAS
A5 15:0.93 % T0 % 1.20% TG 2 78 i 1E AT 0> [
1M %% 17 14,880,000/ 15 Ji% 1Hj & 0. 1095 7T 1Y ik
3 o A 1Bk BA 32 1 A8 A8 4% 14,013,900%5 G ©

R = F R4 = H = H 5 2 & ek A<
N ) R AR R AR ACEE A A R A A > DA I
1.229 70 2 B s - 1] 4 44 3 57 4R E 3 R AR A
A i A< 785,000,000 A% A5 B T B 0. 195 IC 2 B
3> Sl [7) 3 7 R T B P 2 A B St R A i
B I A5 2k T ST BRI R > A AR ] A A 1) AR 24 )
R 7] 4 B R o R TE A K IE I
BEAE103,400,000%5 75 > F A A5 48 B H 55
R T B A AL A BRI YR B S A
75 45 Tl T % L fth 2E 5 4 8 R &

WA R b A B AR A R BB AT BRAS 2 B ) i A AT
258 5 MR 0 F -
Number of Issued

REZENEANR=TH

shares in issue share capital

CETBAEH 84T e A
HK$’000

T#x

472,401,699 47,240
14,880,000 1,488
85,000,000 8,500
572,281,699 57,228
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14. CONTINGENT LIABILITIES

30

At the balance sheet date, contingent liabilities not provided

for in the financial statements were as follows:

(i) The Company has provided corporate guarantees to the

extent of HK$1,940 million (31 December 2003: HK$1,995
million) to secure the general bank facilities granted to
subsidiaries. As at 30 June 2004, the amounts drawn against
the bank facilities amounted to HK$50 million (31
December 2003: HK$370.8 million);

(i1) Corporate guarantees to the extent of US$4 million (31

December 2003: US$4 million) have been provided by the
Company in respect of gold trading facilities granted to a

subsidiary;

(iii) Corporate guarantees to the extent of US$7.3 million (31

December 2003: US$4.5 million) have been provided by
the Company in respect of leverage foreign exchange

trading facilities granted to a subsidiary;

(iv) The Company has provided a corporate guarantee to the

extent of HK$1,812,000 (31 December 2003:
HK$3,986,000) in favour of the lessor in respect of an
operating lease arrangement for the leasing of computer

equipment by a subsidiary; and

(v) The Group has a contingent liability in respect of possible

future long service payments to employees under the Hong
Kong Employment Ordinance, with a maximum possible
amount of HK$2,330,000 as at 30 June 2004 (31 December
2003: HK$2,585,000).
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14. B A A f

i

(@)

(ii)

H o> B85 R b R M 2 SR B LN

A% w) B B A ) A SR AT B AR A 2 A
] 45 £ 2K EE £ 1,940,000,000% TC (—FEF =4
+ = H =+4—H :1,995,000,000%5 7G) ° it —F
FHEASA=ZTHZEEE XML EHEL
50,000,000% ¢ (—FF =44+ "H=+—H:
370,800,000%5 JC) 3

RAEBET—HMEAAGRHEEE S
BT 4 it 2 A E 4 CR 3R 74 4,000,000 56 (=
FTE=Z4F+H =1—H :4,000,000% JT) 5

(i) A% 2 A 45 T — [ B 2 =) A B A A O B

(iv)

v)

B 4Rk 2 2w R R 25 7,300,00035 00 (=
FEE=ZMF+H=1—H 4,500,000 JT)

A% ) Sy — [ B JB 2 ) 3 R A e B
7R AL S S R A4 T 1) G o AR AR AR 2 % W) S AR

R 1,812,000 00 (—FF=4F+H=1
— H :3,986,000#5 JC)

7 B2 [ R A T R ZEUE R s A AR A6k 451 16 {1
B S AR RS 4 > IR MR SR B R i =
FRNAFENH =1 H Al REH 32T 2 I e 4 58
552,330,000 06 (—FE=F+_H=1+—
H :2,585,000%5 J5) °



15.

16.

OPERATING LEASE ARRANGEMENTS

The Group leases certain of its office properties and computer
equipment under operating lease arrangements. Leases for
properties are negotiated for terms ranging from one to five
years, and those for computer equipment for terms ranging

from two to five years.

At 30 June 2004, the Group had total future minimum lease
payments under non-cancellable operating leases falling due

as follows:

—4ER

Within one year
In the second to fifth years, inclusive

RELATED PARTY TRANSACTIONS

In addition to the transactions and balances detailed elsewhere
in these interim condensed consolidated financial statements,
the Group had the following material transactions with related

parties during the period:

R LA (B ERMAE)

15. 8 2% H 15 %K ok

75 [ LA 6 AR B SR B O 7 M A S A R I R
Mo 55 M SRR By — 4 A TAR S TR R M
AEL B 1 ) 5 T A LA

A REPAEN H =+ B A5 BB AR i 2

S0 AR B A T A 1 R A e R AR 7 S A 2 B (AR
EF

30 June 31 December

2004 2003

RN ERE A

AH=+H +=H=1+—H

(Unaudited) (Audited)

(R 88 9% #) (R EHZ)

HK$’000 HK$’000

T#L Tt

12,013 17,586

5,943 1,989

17,956 19,575

16. WA LR 5

s 0 I8 A v 401 0 B A B B R 2 AR A A
TR AT B 2 22 5y e A AN » AR 432 B A 4 A L At B
B2 N 2 22 5 A A R
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16. RELATED PARTY TRANSACTIONS (continued)

32

(a)

(b)

During the period, the Company leased from New World
Tower Company Limited, a company controlled by Chow
Tai Fook Enterprises Limited (“CTF”), which is itself a
company controlled by the family of Mr. Cheng Kar Shun,
certain office premises at New World Tower, 16-18 Queen’s
Road Central, Hong Kong, at a monthly rental, including
rates, management and air-conditioning fees, of
approximately HK$1,057,000 (2003: HK$1,042,000) for
various terms between one to three years. The Group paid
total rental of HK$6,344,000 (2003: HK$6,250,000) for
the period. The rentals paid were calculated by reference
to open market rentals as confirmed to the Group by an

independent professional valuer.

During the period, the Group’s financial services
transactions amounted to

HK$2,522,000 (2003: HK$1,190,000).

with related parties
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16. A LR Y (4)

(a)

(b)

AR > A5 2 ] ) 97 5K B A R m AR A i
5 KA AR 16- 185858 th AR B A5 T AN ==
7> B H L 4 (f 46 26 i 8 B 2 J v SR ) &)
%51,057,000% 76 (= F F = 4F : 1,042,000%%
JT) > FAAAE I — 2 = AE RS AR [E 7E B A
WAt 2 FH & AR B 6,344,000 U6 (ZFEF =
4 16,250,000%5 75) 7 tH AR B A FRA R J5—
] g o KA A IR A B ([JERAR ) #Edfil 2
N TR R AR B 5 — P R R R Al Sl A SRR 4
il 2 28 7 o T S Ak 2 AR 42 T B 7 A ST B2 A
{7 15 A 5 [ Ffe 5 2 4 B i L 4 w5 o

1A > 7 42 ) BEL ) 8 N = 1) & R IR 5 28 ) &
452,522,000 76 ( = FF = 4 : 1,190,000

JC) °



Independent
Review Report

Ell ERNST & YOUNG

% K & 3t B OF B A

To the Board of Directors
Tai Fook Securities Group Limited

(Incorporated in Bermuda with limited liability)
We have been instructed by the Company to review the interim financial report set out on pages 13 to 32.
Respective responsibilities of directors and auditors

The Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited require the preparation
of an interim financial report to be in compliance with Statement of Standard Accounting Practice 25 “Interim
financial reporting” issued by the Hong Kong Institute of Certified Public Accountants and the relevant provisions
thereof. The interim financial report is the responsibility of, and has been approved by, the directors. It is our
responsibility to form an independent conclusion, based on our review, on the interim financial report and to report our
conclusion solely to you, as a body, in accordance with our agreed terms of engagement, and for no other purpose. We

do not assume responsibility towards or accept liability to any other person for the contents of this report.
Review work performed

We conducted our review in accordance with Statement of Auditing Standards 700 “Engagements to review interim
financial reports” issued by the Hong Kong Institute of Certified Public Accountants. A review consists principally of
making enquiries of management and applying analytical procedures to the interim financial report and based thereon,
assessing whether the accounting policies and presentation have been consistently applied unless otherwise disclosed.
A review excludes audit procedures such as tests of controls and verification of assets, liabilities and transactions. It is
substantially less in scope than an audit and therefore provides a lower level of assurance than an audit. Accordingly,

we do not express an audit opinion on the interim financial report.
Review conclusion

On the basis of our review which does not constitute an audit, we are not aware of any material modifications that

should be made to the interim financial report for the six months ended 30 June 2004.

Ernst & Young
Certified Public Accountants

Hong Kong, 14 September 2004
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WA 2N F 226 B A 13 2 328 F A o 0 B s o A

o0 R B Bl 2 A Y AT

TS T 22 ) I A PR ) R 2 b T R R+ e A B R 45 2 g TR T AR 0 G M R SR 25 [ b 8 s R A | R
FCA TR T A SR o A R B 4 R N TAE > I A A O o AP I B AR AR A RN R B AR I A R S o TR A
B2 B S A g o Sl A2 T TR B BT Tk o ) R WG > R Tl 1 Ry VA A R B A s o R 0 A AR AS AT A A T A o TR B AS s A
e f A R A BT H At A A B EURIE IR AL

B T AR

FRAM 2 2 J A v o A A A ) A O B 58 7009 [ DAL 30 B R 45 9 2 ) T A 4 2 A - o D 9 A 6 4 A R AR
i) B 3ef v A o 5 i A AT 20 o R MK AT A BR © 05 AR R 2 A0 > P SR T A9 & O I B2 51 O U A — B B o T o R B ARSI A
BLFE BBORR 7 (Um0t 7R A B 2 R A P R R R B S ) o o A ) 14 T A A O N > TR T A T I R R R AR R
A% S A o BRI > AP AS B 38 o P 5 o B R R R e

B &5

R A AT 0 B T A% O 5 R > A I K B B AR PN AE N A = Bk S T RGeS R o A T R AR e R AR k2

Bl b 23 B
H o & ath

T, “EFFNESLA A
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Additional
Information
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CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from
Monday, 11 October 2004 to Friday, 15 October 2004, both dates
inclusive, during which period no transfer of shares will be
registered. In order to qualify for the interim dividend, all transfer
documents accompanied by the relevant share certificates must be
lodged with the Company’s Branch Share Registrars and Transfer
Office in Hong Kong, Computershare Hong Kong Investor Services
Limited, at shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Hong Kong for registration, not later than 4:00
p.m. on Friday, 8 October 2004.

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

At 30 June 2004, the interests and short positions of the directors
in the shares, underlying shares and debentures of the Company
and any of its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (the “SFO”)), as
recorded in the register required to be kept by the Company pursuant
to Section 352 of the SFO, or as otherwise notified to the Company
and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code for Securities Transactions
by Directors of Listed Companies (the “Model Code”), were as
follows:

W15 Do B JBe % il - 4

RNFER —EZFNETH+—H (B—) £2F%
WAETH+HE (EMA) (BFEEREMH) %{T%@ﬂx
TROBR T > S0 D A AN R IS 3 208 5 4 o B A AR A 4E
R 2 B Fﬁﬁa@ﬁi‘%frﬁi_l‘lﬁﬁﬁéﬂxmﬁ:z\;ﬁ
WZEZ A+ HNH ( EEHJ%E I 47 4 IR A AS ] AR
A e 2 SR R P OB RE 40 i A s P R R B R A R
Z\ﬁjvimilk}%%‘%%):j( R 18355 & A0 R 1741712
— 1716 > JiF 3 F 4 -

%?ﬁéﬂ&tﬁ%ﬁﬂﬂ&ﬁ&fﬁ%iﬁﬁ&

A ZEEPENHA=Z1H > ?7F/\j$ﬁﬁgm#&ﬁﬁ f’k
B (T35 K BEGRG] ) 535206 EH TRE 2R
ﬂﬁwl%FﬁTEﬁ%ifﬁ/\jﬁ$ﬁﬁ§§%i%21‘%‘¢%%ﬂ”
(THEUESERI 1) 28 55 ) AR 8 ] S A s e 6 58 9 T A1 R
A ([BEscir]) 7B 2 2 BUR > #HF IR AN 7 AT
o] AR TR B (G 36 AL RE 55 SO & IR B 58 XVER) 2 1
AH R 03 M 5 R R 2 A IR AN

(a) The Company (a) AAHE
Number of Percentage
Number of shares held underlying of the
B $%¢ Be 4y ¥ H shares held Company’s
Personal Family Corporate  under equity issued
interests interests interests derivatives Total share capital
L 58 I A
4 T BB Al A 2 6l
Name of directors A4 H B AT B A
HAIEH A8 N Hi 2 T HE it 2 vl Ml 4 JBe £ 8 H B4 ZHIR
Lo Lin Shing, Simon 1,000,000 - 70,616,222 4,500,000 76,116,222 13.30
B (Note 1) (Note 2) (Note 3)
(Ktat1) (Htat2) (Bf7E3)
Wong Shiu Hoi, Peter 12,000,000 - - 3,000,000 15,000,000 2.62
4R B (Note 1) (Note 3)
(Mfat1) (Mf7E3)
Lee Yiu Wing, William - - - 1,000,000 1,000,000 0.17
By (Note 3)
(Kt7E3)
Chan Chi On, Derek 418,000 - - 2,500,000 2,918,000 0.51
[ S (Note 1) (Note 3)
(Ktat1) (Kt7E3)
Luo Gang - - - 1,000,000 1,000,000 0.17
ZBE 1l (Note 3)
(HtaE3)
Wong Kwok Kin, Andrew - 390,000 - - 390,000 0.07
[ B (Note 4)
(B at4)
Chan Wing Luk 2,000,000 - - - 2,000,000 0.35
o ik [ (Note 1)
(BfaE1)
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DIRECTORS’ INTERESTS AND SHORT POSITIONS

IN SHARES, UNDERLYING SHARES AND
DEBENTURES (continued)

2301 I Ay ~ A W B B B A 2 2 A

WA )

(b) The associated corporation (b) A E
Percentage
Number of of the
Number of underlying associated
Name of shares held shares held corporation’s
associated (Corporate  under equity issued
Name of director corporation Class of shares interests) derivatives Total  share capital
HR R B A
A5 A& TR i A AH W86 32 1
Bt %5 I £y ¥ H R A7 i A Bl e 47 I A
WA 1B 2k B 4 8 JBe £ 3500 (2 v Hif 2 ) ey ¥ H B ZHAR
Lo Lin Shing, Simon Tai Fook Finance Non-voting 47,670,000 - 47,670,000 47.34
B Company Limited deferred (Note 2)
(Note 5) shares (KitzE2)
KA 5 R T
2 Al (HEES) AR A I A7
Notes: it 7
(1) These shares are held by the relevant director as beneficial owner. (1) #2573 F LU 25 G N &0 54 e
(2) These shares are held by Wellington Equities Inc., a company (2) WZFERGTTH B E T R A2 A A

beneficially wholly-owned by Mr. Lo Lin Shing, Simon.

(3) This represents interests in the share options held by the relevant (3)
director as beneficial owner for subscribing the relevant
underlying shares in respect of the share options granted by the

Wellington Equities Inc. Jif 1 °

Company under the 1996 Share Option Scheme, details of which
are set out in the section headed “Share option scheme” below.

(4) These shares are held by Mrs. Wong Li Chak Wing, Winnie, the 4)
spouse of Mr. Wong Kwok Kin, Andrew.

(5) Tai Fook Finance Company Limited is an indirect wholly-owned (5)

subsidiary of the Company.

AE‘/*]‘O

Ho
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DIRECTORS’ INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES AND
DEBENTURES (continued)

(b) The associated corporation (continued)

All the interests disclosed above represent long positions in the
shares and underlying shares of the Company and its associated

corporation.

In addition to the above, a director has a non-beneficial personal
equity interest in a subsidiary held for the benefit of the Group
solely for the purpose of complying with the minimum company

membership requirements.

Save as disclosed above, none of the directors or their associates
had registered any other interests or short positions in the shares,
underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
SFO) that was required to be recorded in the register kept by the
Company pursuant to Section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the sections headed “Directors’ interests
and short positions in shares, underlying shares and debentures”
above and “Share option scheme” below, at no time during the six
months ended 30 June 2004 were rights to acquire benefits by
means of the acquisition of shares in or debentures of the Company
granted to any director or their respective spouse or children under
18 years of age, or were any such rights exercised by them; or was
the Company or any of its subsidiaries a party to any arrangement
to enable the directors to acquire such rights in any other body

corporate.

o 50 R BBy ~ A BB By B AR 2 2 B 2 B
RE )

(b) HBEM ()

A T 485 5% 2 07 A1 it 49 20y AR 2 ) S HCAH T ik [ 2 Tl
B B AR B e A 2 7 8 o

Wi b 2l 35 A - — 24 3 S AR S T 5 7 — [HT B Jag 2 =) 2 A
g M I AR A B s A - TI A AF A b A R R 2 R
[IES

W b SR 48 B 35 A - e AR O R AR a2 e U B e 491 2B
35240 M 20 T A7 B 2 % i I B > AR B < I
73 ) AR ) e Wk A A iy 2 B2 ¥ s » S B SF 4% A
Z U BN AR A AR ) AT AT AR W 35 B (9% 5 25 M
W1 BRI SR XVER I FE) 2 Bty A B B0y B A 2 o
A7 A ] A 4 45 SR A o

230 0 0B Ay o A 27 2 AR

BRI b 3T 28 A B 4~ AR B BE 1 e B 2 2 M AR e IR
B IR TR A A B BRI TR SC T R s | — e
B oh AR R PUAEN A =+ Bk R 8 R AR
IR [H] - ML A o) 2 S B A5 45 I 2 LA ERISBRLL T 2 T
L A ] R i AR O ] 22 A AR O T AR A R 4 2 b
A 5 T 48 45 TS AT oA 2% 568 A A1) 5 AR 2 ] BSH A fT
J 0 R I ARERT S2AE ] 2 B B 2 2 R A AT A R A
8 b A R S A o

Tai Fook Securities Group Limited KXt %4 M 47 B4 & « Interim Report 1 1# it 2004 37



Additional Information

Y heg i)

SHARE OPTION SCHEME

On 23 August 2002, the shareholders of the Company approved (i)
the adoption of a new share option scheme (the “2002 Share Option
Scheme”) which complies with the new requirements of the Listing
Rules; and (ii) the termination of the share option scheme adopted
by the Company at its special general meeting on 17 July 1996
and amended by resolution of the directors on 30 July 1996 (the
“1996 Share Option Scheme”), to the effect that no further share
options shall be granted under the 1996 Share Option Scheme. The
2002 Share Option Scheme was adopted for the purpose of
attracting, retaining and motivating talented employees and
executive directors of the Company and its subsidiaries to strive
towards long term performance targets set by the Company and its
subsidiaries and at the same time allowing the participants to enjoy
the results of the Company attained through their effort and

contribution.
1996 Share Option Scheme

At 30 June 2004, options to subscribe for a total of 19,370,000

shares were still outstanding under the 1996 Share Option Scheme.

3 8 Tai Fook Securities Group Limited K#i# % 4 M4 B A 7 « Interim Report #1445 2004
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SHARE OPTION SCHEME (continued)

1996 Share Option Scheme (continued)

Movements of the share options under the 1996 Share Option

Scheme during the period are listed below:

U OB it B )

—JUTUN A SRt 8 (A

— JUIUAN AR B R B 2 W B A T 2 SR A -

Number of share options Price of Company’s shares***
IR H HA T B e
At At
immediately ~ immediately
Exercise preceding preceding
At Granted  Exercised Lapsed At Dateof price the grant the exercise
Name or 1 January during during during 30 June  grant of Exercise period of share date of date of
category of participants 2004  the period the period  the period 2004 share options* of share options options** share options  share options
RERENE 21 211 AR R-ZFNE  RRER WRE  RESBEE  RBEGEMER
SHEZIS ol il i it AASTE ERA Lol fitEp LER | BN
HKS HKS HKS
T B B
Directors
5
Lo Lin Shing, Simon 4,500,000 - - - 4500000 15 May 2001 16 November 2001 0.93 112 N/A
- 16 November 2004
B e ¥ Sl “EEET- AR NER
EATLH EZREMEL-HAH
Wong Shiu Hoi, Peter 4,500,000 - (1,500,000 - 3,000,000 15 May 2001 16 November 2001 0.93 1.12 1.22
- 16 November 2004
HHH e ¥ Sk e % S R Y
EATER FZREMEF - HRH
Lee Yiu Wing, William 2,500,000 - (1,500,000) - 1,000,000 15 May 2001 16 November 2001 0.93 112 128
- 16 November 2004
B4 “ETE “ER-E-A AR
EA+EH EZREMEL-HAH
Chan Chi On, Derek 2,500,000 - - - 2,500,000 15 May 2001 16 November 2001 0.93 1.12 NA
— 16 November 2004
RE% “EE-E e % S R Y NER
EATER FZREMEF - HRH
Luo Gang 1,000,000 - - - 1,000,000 15 May 2001 16 November 2001 0.93 112 N/A
- 16 November 2004
] “ETE “ER-E-f AR AR
EATLH EETMEL-AtRA
15,000,000 - (3,000,000) - 12,000,000
Continuous contract
employees
BRI
In aggregate 18,600,000 - (11,230,000) - 7370000 15 May 2001 16 November 2001 0.93 112 125
- 16 November 2004
At e ¥ Sl “EEET- AR
EATER FZREMEF - H5H
33,600,000 - (14,230,000) - 19,370,000
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SHARE OPTION SCHEME (continued)

1996 Share Option Scheme (continued)

sk k

kokok

The vesting period of the share options is from the date of the grant
until the commencement of the exercise period. All share options

referred to above are subject to a six-month vesting period.

The exercise price of the share options is subject to adjustment in the
case of rights or bonus issues, or other similar changes in the

Company's share capital.

The price of the Company's shares disclosed as immediately preceding
the grant date of the share options is the Stock Exchange closing
price on the trading day immediately prior to the date of the grant of
the share options. The price of the Company’s shares disclosed as
immediately preceding the exercise date of the share options is the
weighted average of the Stock Exchange closing prices over all the

exercises of share options within the disclosure category.

2002 Share Option Scheme

At 30 June 2004, options to subscribe for a total of 18,800,000

shares were still outstanding under the 2002 Share Option Scheme.

Movement of the share options under the 2002 Share Option

Scheme during the period are listed below:

Yl JB i it 3 (4

—JUTUN A SRt 8 (A

* o JERRHEZ B E IR 4 A 3T E A B A 2 I o LLE
I AT 1 B R HE S 7 N H 22 B

ok JEIEHEZ AT R AR B AT ALR S AR 2 A 4 A

ok KON F IR AR HE R 5 2 TR B AR ] B IR T
#H 2 B — M55 55 H A0 35 58 I 2 Mo 8 o 7 24 il 8 Al iR 1
171 H A 3¢ 55 2 J& A8 77 35k 35 25 09 70 BT 4 D e HE 2 A7 0
T i 3 22 it 5 O A T A0 T 2 B

TR R AR B i )

A ZEFPNAES H =+ H > A 35 18,800,000 B AR 45 —
T AT BB RE ST B 52 NI T R R M R A A o

TRE AR R I E 2 IR N 2 S R

Number of share options Price of Company’s shares***
TR H AR e+
At At
immediately ~ immediately
Exercise preceding preceding
At Granted  Exercised Lapsed At Dateof price the grant the exercise
Name or 1 January during during during 30 June  grant of Exercise period of share date of date of
category of participant 2004  theperiod  the period the period 2004 share options* of share options options**  share options  share options
SH% REZENE 211 211 AR R-ZFNE  RHER I i oI b 54 FEATH
A BEN ~H=H & fif id ARZER R B el WREREE  WBRED M
HKS HKS HK$
T B B
Continuous contract
employees
S AR
In aggregate 19,450,000 - (650,000)  (350,000) 18450,000 5 September 2003 5 March 2004 120 1.16 127
(Note) — 16 November 2004 — 4 March 2009
At (ffzt) SEEEEAALAE CEZWEZAAAE
SEFMEL-ATAR ZERUE=ANA
19,450,000 - (650,000)  (350,000) 18,450,000

40
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SHARE OPTION SCHEME (continued)

2002 Share Option Scheme (continued)

Note: These share options lapsed during the period as a result of staff resignation.

Er

The vesting period of the share options is from the date of the grant until the
commencement of the exercise period. All share options referred to above are

subject to a six-month vesting period.

The exercise price of the share options is subject to adjustment in the case of

rights or bonus issues, or other similar changes in the Company s share capital.

The price of the Company's shares disclosed as immediately preceding the
grant date of the share options is the Stock Exchange closing price on the
trading day immediately prior to the date of the grant of the share options. The
price of the Company's shares disclosed as immediately preceding the exercise
date of the share options is the weighted average of the Stock Exchange closing

prices over all the exercises of share options within the disclosure category.

Y JB A it B )

R AP BE B (A

W< 2 A TG 2

w2 B S £ ] AR T I 2 B D
I A 00 B TR 1075 LA 2 RS0

o M 7 BB GO SEFTAL RISUHAURIR 2 20
LA B I LU 8

e S T R DD 2 O A1 A
B 20— 15 53 AR 5 57 2 M (e A 23 Al

FEHEAT 1 19 85 55 2 IR 5 Rt 43¢ 325 K 3 H F 7 i iR v
Z AT S 2 B S T R T
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SUBSTANTIAL SHAREHOLDERS

At 30 June 2004, the interests and short positions of those persons
(other than the directors of the Company) in the shares and
underlying shares of the Company, as required to be recorded in
the register kept by the Company pursuant to Section 336 of the

SFO, were as follows:

Notes
Name of shareholders
JBe 3 44 Ff 5%
Chow Tai Fook Nominee Limited (1)
AR R AT
Chow Tai Fook Enterprises Limited 2
KRR AR RA |
New World Development Company Limited (“NWD”) 3)
Bt A IR m] (TRt 8% )
NWS Holdings Limited (“NWS”) 4)

MARERARAR (THAE])

NWS Service Management Limited (incorporated in

the Cayman Islands) (“NWSSM (Cayman)”) )
HAR R BARAR (15 2 Bt o)

(TNWSSM (Cayman)] )

NWS Service Management Limited (incorporated in

the British Virgin [slands) (“NWSSM (BVI)”) (6)
NWS Service Management Limited (jt 4% J& &

BB LM AL (TNWSSM (BVI)] )

NWS Financial Management Services Limited

Wellington Equities Inc. (7
Ku Ming Mei, Rouisa 8)
LB

Notes:

By

A FRPNENH =1 H o HA N 7R I8 75 55 KO & 5k
155 33616 B 2 280 T 17 B 2 B re T 2245 A+ (A
T BRAN) AL T 2 B rs B AH B 45y v 22 HE 25 B R
R

Number of shares Number of
held and nature of interests underlying Percentage of
Pids 45 By e H shares held the Company’s
B Hi 2k L under equity issued
Direct Deemed derivatives Total share capital
A% I8 A
AT R flikAAg
Pi 4 AT Ay
HikbER  BEEEA MR MBIRG A A ZHAK
107,140,540 - - 107,140,540 18.72
30,977,916 114,442,340 - 145,420,256 2541
- 114,442,340 - 114,442,340 20.00
- 114,442,340 - 114,442,340 20.00
- 114,442,340 - 114,442,340 20.00
- 114,442,340 - 114,442,340 20.00
114,442,340 - - 114,442,340 20.00
70,616,222 - - 70,616,222 12.34
- 71,616,222 4,500,000 76,116,222 13.30

Bt at

(1) Mr. Cheng Yu Tung beneficially owns all of the issued shares in Chow Tai (1)

Fook Nominee Limited.

(2) Chow Tai Fook Enterprises Limited and its subsidiaries have interests in )
more than one-third of the issued shares of NWD and is accordingly
deemed to have an interest in the shares in which NWD is deemed to be

interested.

(3) NWD has interests in more than one-third of the issued shares of NWS  (3)
and is accordingly deemed to have an interest in the shares in which NWS

is deemed to be interested.
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SUBSTANTIAL SHAREHOLDERS (continued)

Notes:

(4) NWSSM (Cayman) is a wholly-owned subsidiary of NWS and its interest
in the Company is deemed to be held by NWS.

(5) NWSSM (BVI) is a wholly-owned subsidiary of NWSSM (Cayman) and its
interest in the Company is deemed to be held by NWSSM (Cayman).

(6) NWS Financial Management Services Limited is a wholly-owned subsidiary
of NWSSM (BVI) and its interest in the Company is deemed to be held by
NWSSM (BVI).

(7) These shares are held by Wellington Equities Inc., a company beneficially
wholly-owned by Mr. Lo Lin Shing, Simon and have been shown in the
corporate interests of Mr. Lo Lin Shing, Simon in the Company as set out
in the section headed “Directors’ interests and short positions in shares,

underlying shares and debentures” above.

(8) Ms. Ku Ming Mei, Rouisa, the spouse of Mr. Lo Lin Shing, Simon is
deemed to be interested in these shares and underlying shares. They have
been shown in the total interests of Mr. Lo Lin Shing, Simon in the Company
as set out in the section headed “Directors’ interests and short positions

in shares, underlying shares and debentures” above.

All the interests disclosed above represent long positions in the

shares and underlying shares of the Company.

Save as disclosed above, no person, other than the directors of the
Company, whose interests are set out in the section headed
“Directors’ interests and short positions in shares, underlying shares
and debentures” above, had registered an interest or short positions
in the shares or underlying shares of the Company that was required
to be recorded in the register kept by the Company pursuant to
Section 336 of the SFO.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries had purchased,
sold or redeemed any of the Company’s listed securities during the
six months ended 30 June 2004 other than as an agent for clients

of the Company or its subsidiaries.
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COMPLIANCE WITH THE CODE OF BEST
PRACTICE

In the opinion of the directors, the Company complied with the
Code of Best Practice (the “Code”) as set out in Appendix 14 of
the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) (the
“Listing Rules”), throughout the accounting period covered by the
interim report, except that the non-executive directors of the
Company are not appointed for specific terms as required by
paragraph 7 of the Code, but are subject to retirement by rotation
and re-election at the annual general meeting of the Company in

accordance with the provisions of the Company’s bye-laws.

Subsequently, the non-executive directors of the Company signed
their respective appointment letters with the Company setting out
their terms of appointment at 2 years commencing on 1 July 2004
subject to retirement by rotation and re-election at the annual
general meeting of the Company in accordance with the provisions

of the Company’s bye-laws.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS OF LISTED ISSUERS

The Company has adopted the Model Code as set out in Appendix
10 of the Listing Rules for directors’ securities transactions and all
its directors have complied with the required standard set out in
the Model Code throughout the accounting period covered by the

interim report.
AUDIT COMMITTEE

The Company has an audit committee which was established in
accordance with the requirements of the Listing Rules, for the
purposes of reviewing with the management the accounting
principles and practices adopted by the Group and providing
supervision over the Group’s financial reporting process and internal
controls, including reviewing connected transactions and unaudited
interim results for the six months ended 30 June 2004. The audit
committee comprises all three independent non-executive directors
and two non-executive directors of the Company, with the Chairman
having appropriate professional qualifications and experiences in

financial matters.
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