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The board of directors (the “Board”) of REXCAPITAL International

Holdings Limited (the “Company”) hereby announces the

unaudited interim results of the Company and its subsidiaries

(the “Group”) for the six months ended 30 September 2004.

The notes on pages 5 to 19 form part of this interim financial

report.

Six months ended
30 September

2004 2003
(Unaudited) (Unaudited)

Note $’000 $’000

Turnover 2 9,026 12,141

Other income, net 3 619 72

Unrealized (loss)/gain on

trading securities (16,312) 7,388

Cost of trading securities sold (10,858) (6,599)

Staff costs (1,873) (2,593)

Amortization of goodwill (1,356) (1,356)

Depreciation (1) (3)

Other operating expenses (3,448) (3,206)

(Loss)/Profit from operations (24,203) 5,844

Finance costs 6(a) (585) (1,194)

Non-operating income, net 4 – 633

(Loss)/Profit from ordinary activities

before taxation 6 (24,788) 5,283

Taxation 7 – (372)

(Loss)/Profit from ordinary activities

after taxation (24,788) 4,911

Minority interests – 6

(Loss)/Profit attributable to

shareholders (24,788) 4,917

(Loss)/Earnings per share

Basic 9(a) (1.45) cents 0.34 cents 

Diluted 9(b) N/A 0.29 cents 

5 19

Consolidated Income Statement
for the six months ended 30 September 2004 (Expressed in Hong Kong dollars)
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Consolidated Balance Sheet
as at 30 September 2004 (Expressed in Hong Kong dollars)

At At
30 September 31 March

2004 2004
(Unaudited) (Audited)

Note $’000 $’000

ASSETS AND LIABILITIES
Non-current assets

Fixed assets 3 4

Goodwill 49,246 50,602

49,249 50,606

Current assets

Trading securities 13,951 39,598

Trade and other receivables 10 382,936 390,613

Tax recoverable 674 674

Cash at banks and in hand 241 1,217

397,802 432,102

Current liabilities

Trade and other payables 11 (3,245) (7,352)

Other loans (3,311) (10,073)

Convertible notes (45,000) (45,000)

(51,556) (62,425)

Net current assets 346,246 369,677

NET ASSETS 395,495 420,283

CAPITAL AND RESERVES
Share capital 17,094 17,094

Reserves 378,401 403,189

395,495 420,283

The notes on pages 5 to 19 form part of this interim financial

report.

5 19
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Consolidated Statement of Changes in Equity
for the six months ended 30 September 2004 (Expressed in Hong Kong dollars)

Share Share Contributed Accumulated
capital premium surplus losses Total

$’000 $’000 $’000 $’000 $’000

At 1 April 2003 13,079 386,879 596,248 (623,058) 373,148

Issue of shares 1,800 15,725 – – 17,525

Profit for the period – – – 4,917 4,917

At 30 September 2003 14,879 402,604 596,248 (618,141) 395,590

At 1 April 2004 17,094 432,125 596,248 (625,184) 420,283

Loss for the period – – – (24,788) (24,788)

At 30 September 2004 17,094 432,125 596,248 (649,972) 395,495

The notes on pages 5 to 19 form part of this interim financial

report.

5 19
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Condensed Consolidated Cash Flow Statement
for the six months ended 30 September 2004 (Expressed in Hong Kong dollars)

Six months ended
30 September

2004 2003
(Unaudited) (Unaudited)

$’000 $’000

Net cash generated from/(used in)

operating activities 7,520 (29,822)

Net cash generated from

investing activities – 50,000

Net cash (used in)/generated

from financing activities (8,496) 6,837

(Decrease)/Increase in cash

and cash equivalents (976) 27,015

Cash and cash equivalents

at 1 April 1,217 8,097

Cash and cash equivalents

at 30 September 241 35,112

Analysis of the balances of cash

and cash equivalents

Cash at banks and in hand 241 35,112

The notes on pages 5 to 19 form part of this interim financial

report.

5 19
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Notes on the Unaudited Interim Financial Report
(Expressed in Hong Kong dollars)

1 BASIS OF PREPARATION AND ACCOUNTING
POLICIES

This interim financial report is unaudited, but has been
reviewed by the Company’s Audit Committee. The unaudited
interim financial report has been prepared in accordance
with the requirements of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) (the “Listing Rules”), including
compliance with Statement of Standard Accounting Practice
25 (Revised) “Interim financial reporting” issued by the Hong
Kong Institute of Certified Public Accountants.

The interim financial report is prepared under the historical
cost convention as modified by the revaluation of trading
securities at fair value.

The accounting policies adopted are consistent with those
followed in the preparation of the Group’s annual accounts
for the year ended 31 March 2004.

2 SEGMENT REPORTING

Segment information is presented in respect of the Group’s
business and geographical segments. Business segment
information is chosen as the primary reporting format
because this is more relevant to the Group’s internal financial
reporting.

Turnover represents the aggregate of servicing fees receivable
from the provision of investment advisory and capital market
advisory services, proceeds from sales of trading securities
and interest income from money lending business for the
period.

For the period ended 30 September 2003, turnover also
included servicing fees receivable from the provision of
telecommunications and technology-related services. This
segment is classified as discontinued operation for the period
ended 30 September 2004.

Business segments

The Group comprises the following main business segments:

Continuing operation: –

Strategic investments and capital market activities:
– Participation in primary and secondary securities market

and provision of capital market advisory services

Financing:
– Provision of commercial and personal loans

Discontinued operation: –

Telecommunications and technology-related services:
– Provision of telecommunications and technology-related

services

1

25

2
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Notes on the Unaudited Interim Financial Report (continued)
(Expressed in Hong Kong dollars)

Continuing Discontinued

Strategic investments Telecommunications

and capital market and technology–

activities Financing related services Unallocated Consolidated

2004 2003 2004 2003 2004 2003 2004 2003 2004 2003

$’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000

Six months ended 30 September

(unaudited)

Revenue from external customers 7,502 12,139 1,524 – – 2 – – 9,026 12,141

Segment result (24,384) 7,687 1,522 – – (40) – – (22,862) 7,647

Unallocated operating income

and expenses (1,341) (1,803)

(Loss)/Profit from operations (24,203) 5,844

Finance costs (585) (1,194)

Non-operating income, net – – – – – – – 633 – 633

(Loss)/Profit from ordinary activities

before taxation (24,788) 5,283

Taxation – (372)

(Loss)/Profit from ordinary activities

after taxation (24,788) 4,911

Minority interests – 6

(Loss)/Profit attributable to shareholders (24,788) 4,917

Depreciation and amortization

for the period 1  – – – – 3 – – 1 3

22 SEGMENT REPORTING (continued)

Business segments (continued)

The Group did not have any inter-segment sales during

either period.
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Notes on the Unaudited Interim Financial Report (continued)
(Expressed in Hong Kong dollars)

2 SEGMENT REPORTING (continued)

Geographical segments

The Group participates in two principal economic

environments: Hong Kong and other areas of China.

In presenting information on the basis of geographical

segments, segment revenue is based on the country where

the contract is signed or the order is placed.

2

Hong Kong Other areas of China Consolidated

2004 2003 2004 2003 2004 2003

$’000 $’000 $’000 $’000 $’000 $’000

Six months ended

30 September (unaudited)

Revenue from external

customers 1,844 5,836 7,182 6,305 9,026 12,141

Segment result (1,856) 1,622 (21,006) 6,025 (22,862) 7,647

3 OTHER INCOME, NET 3

Six months ended
30 September

2004 2003

$’000 $’000

Reversal of bad debt provision 233 –

Others 386 72

619 72
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Notes on the Unaudited Interim Financial Report (continued)
(Expressed in Hong Kong dollars)

4 NON-OPERATING INCOME, NET 4

Six months ended
30 September

2004 2003

$’000 $’000

Gain on disposal of subsidiaries – 10

Gain on disposal of discontinued

operation (Note 5) 5 – 623

– 633

5 DISCONTINUED OPERATION

On 18 July 2003, the Group entered into an agreement

with an independent third party for the disposal of a 12.5%

equity interest in REXCAPITAL Infrastructure Limited, an

intermediate holding company investing in the fibre-optic

network, at a cash consideration of $50,000,000. This

transaction was completed on 31 July 2003. The Group

recorded a gain of $623,000 on this transaction.

On 29 October 2003, the Group entered into a sale and

purchase agreement with another independent third party

pursuant to which the Group shall dispose of its entire

remaining interest in REXCAPITAL Infrastructure Limited at

a cash consideration of $350,000,000. This transaction was

completed on 31 January 2004, which constituted the

discontinuance of the Group’s telecommunications and

technology-related operations. The Group recorded a gain

of $4,346,000 on this transaction.

5

REXCAPITAL Infrastructure

Limited

12.5%

50,000,000

623,000

350,000,000

REXCAPITAL Infrastructure Limited

4,346,000
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Notes on the Unaudited Interim Financial Report (continued)
(Expressed in Hong Kong dollars)

5 DISCONTINUED OPERATION (continued)

The telecommunications and technology-related segment is

reported in the financial statements for the six months ended

30 September 2003 as a discontinuing operation. The sales,

results, cash flows and net assets of that segment were as

follows:

5

Six months ended
30 September 2003

$’000

Turnover 2

Operating expenses (42)

Loss from operations (40)

Finance costs –

Loss from ordinary activities before taxation (40)

Taxation –

Loss from ordinary activities after taxation (40)

Six months ended
30 September 2003

$’000

Net cash used in operating activities (75)

Total cash outflows (75)

At 30 September 2003

$’000

Total assets 395,022

Total liabilities (6,618)

Net assets 388,404
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Notes on the Unaudited Interim Financial Report (continued)
(Expressed in Hong Kong dollars)

6 (LOSS)/PROFIT FROM ORDINARY ACTIVITIES
BEFORE TAXATION

(Loss)/Profit from ordinary activities before taxation is arrived

at after charging:

6

Six months ended
30 September

2004 2003

$’000 $’000

(a) Finance costs: (a)

Interest on bank loans and

overdrafts and other loans

repayable within five years 585 1,194

585 1,194

(b) Other items: (b)

Contributions to defined

contribution plan 51 74

Bad debts provision 1,285 233

Operating lease charges

in respect of properties 291 496

Depreciation 1 3

7 TAXATION

Six months ended
30 September

2004 2003

$’000 $’000

Current tax

Hong Kong profits tax – 372

7
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Notes on the Unaudited Interim Financial Report (continued)
(Expressed in Hong Kong dollars)

7 TAXATION (continued)

No provision for Hong Kong profits tax has been made in
the financial statements as the Group either sustained a
loss for taxation purposes or did not earn any assessable
income for the period ended 30 September 2004. Hong
Kong profits tax has been provided at the rate of 17.5% on
the estimated assessable profit for the period ended 30
September 2003.

No provision for overseas taxation has been made as there
is no assessable profit for overseas tax purpose for both
periods.

As at 30 September 2004, the Group had potential net
deferred tax asset principally resulting from estimated tax
losses. The potential net deferred tax asset has not been
recognized in the financial statements, as it is uncertain
that these tax losses could be utilized in the foreseeable
future.

8 DIVIDEND

The directors of the Company (the “Directors”) do not
recommend the payment of an interim dividend in respect
of the six months ended 30 September 2004 (2003: $Nil).

9 (LOSS)/EARNINGS PER SHARE

(a) Basic (loss)/earnings per share

The calculation of basic (loss)/earnings per share is
based on the Group’s loss attributable to shareholders
of $24,788,000 (2003: profit of $4,917,000) and the
weighted average number of ordinary shares of
1,709,399,471 shares (2003: 1,447,544,000 shares) in
issue during the six months ended 30 September 2004.

7

17.5%

8

9

(a)

24,788,000
4,917,000

1,709,399,471
1,447,544,000
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Notes on the Unaudited Interim Financial Report (continued)
(Expressed in Hong Kong dollars)

9

(b)

5,714,000

2,004,445,000

(c)

9 (LOSS)/EARNINGS PER SHARE (continued)

(b) Diluted (loss)/earnings per share

Diluted loss per share for the period ended 30
September 2004 is not presented because the effect
of all potential ordinary shares is anti-dilutive.

The calculation of diluted earnings per share for 2003
is based on the Group’s adjusted profit attributable to
shareholders of $5,714,000 and the weighted average
number of ordinary shares of 2,004,445,000 shares
after adjusting for the effects of all potential dilutive
ordinary shares for the six months ended 30 September
2003.

(c) Reconciliation for diluted earnings per share

Six months ended
30 September 2003

$’000

Profit attributable to shareholders used in
calculating basic earnings per share 4,917

Deemed interest expense saved as a result
of the conversion of potential dilutive
ordinary shares 797

Profit attributable to shareholders used
in calculating diluted earnings per share 5,714

Six months ended
30 September 2003

Number of shares

’000

Weighted average number of ordinary
shares used in calculating
basic earnings per share 1,447,544

Deemed issue of ordinary shares for
no consideration 556,901

Weighted average number of ordinary
shares used in calculating diluted
earnings per share 2,004,445
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Notes on the Unaudited Interim Financial Report (continued)
(Expressed in Hong Kong dollars)

10 TRADE AND OTHER RECEIVABLES

An aging analysis of trade receivables (net of specific

allowances for bad and doubtful debts) included in trade

and other receivables is as follows:

10

At At
30 September 31 March

2004 2004

Note $’000 $’000

Within 3 months 18,419 37,829

More than 3 months but less than

1 year 14,089 1,468

Total trade receivables (a) 32,508 39,297

Deposits, prepayments and other

receivables (b), (c) 350,428 351,316

382,936 390,613

Notes:

(a) The credit terms granted to customers by the Group are

generally not more than 30 days.

(b) All of the deposits, prepayments and other receivables are

expected to be recovered within one year.

(c) As at 31 March 2004, included in other receivables is a

receivable from a broker, in which two executive Directors are

common directors and beneficial shareholders, of $1,205,000

(30 September 2004: $Nil). The trading terms are similar to

the terms granted by other unrelated brokers and the

settlement term is two days after the trade date.

(a) 30

(b)

1

(c)

1,205,000
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Notes on the Unaudited Interim Financial Report (continued)
(Expressed in Hong Kong dollars)

11 TRADE AND OTHER PAYABLES

An aging analysis of trade payables included in trade and

other payables is as follows:

At At
30 September 31 March

2004 2004

$’000 $’000

Within 3 months 3 –

Other payables and accrued charges 3,242 7,352

3,245 7,352

11

All the trade and other payables are expected to be settled

within one year.

1
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Notes on the Unaudited Interim Financial Report (continued)
(Expressed in Hong Kong dollars)

12 COMMITMENTS

(a) Commitment under operating lease

At 30 September 2004, the total future minimum lease

payments under a non-cancellable lease relating to a

property are payable as follows:

At At
30 September 31 March

2004 2004

$’000 $’000

Within 1 year 136 285

12

(a)

The Group leases a property under an operating lease.

The lease runs for an initial period of 6 months, with

an option to renew the lease when all terms are

renegotiated. Lease payments are usually adjusted

annually to reflect the market rentals. The lease does

not include contingent rentals.

(b) Investment commitment

On 12 January 2004, REXCAPITAL Group Limited, a

direct wholly-owned subsidiary of the Company,

entered into a conditional sale and purchase agreement

with REXCAPITAL Financial Holdings Limited to purchase

the entire issued share capital of REXCAPITAL Financial

Group Limited (“RFG”) at an aggregate cash

consideration of $229,000,000, subject to adjustment

with reference to the unaudited consolidated net asset

value of RFG and its subsidiaries as at the determination

date in accordance with the terms of the sales and

purchase agreement. This transaction has not been

completed up to the date of this report.

6

(b)

REXCAPITAL

Group Limited

229,000,000 REXCAP ITAL

Financial Group Limited RFG

RFG
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Notes on the Unaudited Interim Financial Report (continued)
(Expressed in Hong Kong dollars)

13 OUTSTANDING LITIGATION

Significant litigation outstanding as at 30 September 2004

and up to the date of this interim financial report is

summarized as follows:

On 21 September 1999, a former director of the Company,

Mr Wong Chong Shan, commenced proceedings in the High

Court against the Company claiming a sum of $5,000,000.

Mr Wong Chong Shan alleged that he paid the said sum on

the Company’s behalf in August 1997 to a third party as

deposit and that the Company failed to make repayment to

him. The Directors have considered the matter and are of

the opinion that since no positive steps have been taken by

Mr Wong Chong Shan to proceed with the action since

June 2000, it is not necessary at this stage to make a

provision in the financial statements for these proceedings.

14 RELATED PARTY TRANSACTIONS

Particulars of related party transactions are as follows:

13

5,000,000

14

Six months ended
30 September

2004 2003

Note $’000 $’000

Advisory fee income (a) – 900

Secondment fee income (b) 383 –

Interest expense

– other loans, unsecured (c) – 92

– other loan, secured (d) – 161

– convertible notes (e) 451 622

451 875

Commission (f) 7 43

Operating lease charges

in respect of properties (g) 291 489
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Notes on the Unaudited Interim Financial Report (continued)
(Expressed in Hong Kong dollars)

14 RELATED PARTY TRANSACTIONS (continued)

Particulars of material balances with related parties are as

follows:

At At
30 September 31 March

2004 2004

Note $’000 $’000

Trade receivable (d) – 1,205

Convertible notes (e) 45,000 45,000

Convertible notes interest payable (e) 268 1,417

14

Notes:

(a) During the six months ended 30 September 2003, advisory

fee income was received from a related company with

reference to the market rates (2004: $Nil).

(b) During the six months ended 30 September 2004, secondment

fee income was received from a related company as certain

staff members employed by the Group were seconded to

provide services to the related company (2003: $Nil).

(c) During the six months ended 30 September 2003, short-term

loans were advanced to the Group by certain related

companies (the “Lenders”). The loans due to the Lenders are

unsecured, interest bearing at prime rate plus 3% per annum

and have no fixed repayment terms.

Interest expense paid to the Lenders for the six months ended

30 September 2003 amounted to $92,000 (2004: $Nil).

(d) During the six months ended 30 September 2003, a short-
term loan was advanced to the Group by a related company.
The loan due to this related company is interest bearing at
prime rate plus 3% per annum and secured by certain equity
securities l isted in Hong Kong with market value of
$21,210,000.

Interest expense payable to this related company for the six
months ended 30 September 2003 amounted to $161,000
(2004: $Nil).

(a)

(b)

(c)

3  

92,000

(d)

3
21,210,000

161,000
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Notes on the Unaudited Interim Financial Report (continued)
(Expressed in Hong Kong dollars)

14 RELATED PARTY TRANSACTIONS (continued)

Credit facilities of $5 million were granted to the Group by
this related company as at 30 September 2004 (31 March
2004: $5,000,000).

The Group had no trade receivable with that related company
arising from trading of securities (31 March 2004: $1,205,000).

(e) In 2002, convertible notes bearing interest at a fixed rate of
2% per annum payable bi-annually were issued to a related
company.

Interest expense payable to this related company for the six
months ended 30 September 2004 amounted to $451,000
(2003: $622,000).

Interest expense payable to this related company as at 30
September 2004 was $268,000 (31 March 2004: $1,417,000),
which has been included in “other payables and accrued
charges” of note 11.

(f) During the period ended 30 September 2004, trading securities
were bought and sold through a related company (the “Broker
Firm”). The purchases and sales of trading securities through
the Broker Firm for the six months ended 30 September 2004,
excluding any commission expense, amounted to $540,000
(2003: $4,066,000) and $1,488,000 (2003: $6,193,000)
respectively.

Commission expense incurred in respect of the sales and
purchases of trading securities amounted to $7,000 for the
six months ended 30 September 2004 (2003: $43,000).

(g) During the six months ended 30 September 2004, operating
lease charges of $291,000 (2003: $489,000) were paid to a
related company for the use of office premises.

An executive Director is a director of the related companies
referred to in notes (a) to (c), (e) and (g) and a beneficial
shareholder of the related companies referred to in notes
(a) to (g).

Another executive Director is a director of the related
companies in notes (a) to (g). This Director is also a beneficial
shareholder of the related companies in notes (a) and (e)
and a beneficial shareholder of two of the related companies
in note (c).

15 PLEDGE OF ASSETS

As at 30 September 2004, trading securities with market

value of $5,622,000 have been pledged to secure other

loans granted to the Group (31 March 2004: $28,989,000).

14

5,000,000
5,000,000

1,205,000

(e)
2

451,000
622,000

268,000
1,417,000

11

(f)

540,000
4,066,000 1,488,000
6,193,000

7,000
43,000

(g)

291,000
489,000

(a) (c) (e) (g)
(a) (g)

(a) (g)
(a) (e)

(c)

15

5,622,000

28,989,000
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Notes on the Unaudited Interim Financial Report (continued)
(Expressed in Hong Kong dollars)

16 POST BALANCE SHEET EVENTS

(a) On 13 December 2002, the Company issued the 2%

convertible notes (the “2% Notes”) of $80,000,000 to

a related company. The 2% Notes bear interest at a

fixed rate of 2% per annum payable semi-annually in

arrears on 30 June and 31 December and mature on

13 December 2004.

Subsequent to 30 September 2004, the conversion

rights of the 2% Notes in the aggregate amount of

$25,000,000 were exercised and 617,582,417 ordinary

shares of the Company of $0.01 each were allotted

and issued to the relevant noteholders at prices ranging

from $0.039 to $0.042 per share. The outstanding 2%

Notes in the principal amount of $20,000,000 which

were not converted became due for redemption on 13

December 2004. As at the date of this report,

$10,370,000 has been repaid and the outstanding

balance remains as non-interest bearing loan repayable

on demand.

(b) A placing of 340,000,000 new ordinary shares of the

Company of $0.01 each was taken place on 5

November 2004. The net proceeds of the placing were

approximately $13 million. The placing shares were fully

placed with investors.

16

(a)

80,000,000 2 2

2

2

25,000,000 2

617,582,417 0.01

0.039 0.042

20,000,000

2

10,370,000

(b)

340,000,000 0.01

13,000,000
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Management Discussion and Analysis

BUSINESS REVIEW AND PROSPECTS

During the period under review, the Group, supported by its

expertise and track record, focused on its core businesses of

strategic investments and capital markets in Asia by participating

in primary and secondary securities markets and providing capital

market advisory services. Increasing uncertainties within the

overseas investment environment dampened investor confidence,

however, which in turn adversely affected the Group’s operating

results.

Strategic Investments and Capital Market Activities

During the period under review, renewed fears over terrorist

attacks, heightened tension in the Middle East and rising concern

over interest-rate hikes and high oil prices led to a downtrend in

major overseas stock markets. This volatile environment affected

the performance of the Group’s securities investments, and

resulted in corporate finance revenue slowing down for the first

half of the financial year.

Financing Business

The Group has commenced to engage in the provision of

financing services to commercial and personal customers in early

2004 and the operating result was encouraging. For the period

under review, turnover from this business accounted for 17% of

the total turnover of the Group. In view of the gradual rebound

of the Hong Kong economy, the revival of various corporate and

investment activities represents a growth of financial needs for

the participants, which in turn will lead to an ample supply of

business opportunities to our Group. We will continue to adopt

a prudent and conservative financing policy and a strict control

on the risk level to protect the interests of our shareholders.

17%
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Management Discussion and Analysis (continued)

Placing of New Shares

In November 2004, the Group completed the placement of 340

million new shares to independent investors, at HK$0.04 per

share, raising net proceeds of approximately HK$13 million that

will be used for general working capital and future investments.

We were delighted with the overwhelming positive response from

independent investors to this placement, which is a reflection of

the financial market’s confidence in the Group’s investment value

and growth potential. The placement will not only broaden the

Group’s shareholder base but also boost the liquidity of our

shares. By utilizing net proceeds from the placement, we will be

able to enhance our operating efficiency and expand business

further, thereby creating greater returns for shareholders.

Looking Ahead

The group is confident of a much brighter future, given the

more diversified structure in the stock market of Hong Kong.

With the gradual rebound of the Hong Kong economy, as of

September, new listings have nearly matched last year’s pace.

For the nine months ended 30 September 2004, there were 32

newly listed companies on the Main Board, representing 70% of

the total number of newly listed companies in 2003, and 20

newly listed companies on the GEM Board, accounting for 74%

of the total number of newly listed companies in 2003.

In particular, the listing of mainland companies has widened the

breadth of the Hong Kong stock market. As of the end of June

2004, there were 177 mainland stocks listed in Hong Kong with

a market capitalization of HK$1,538.4 billion, representing 27.7%

of total capitalization. Turnover of mainland stocks totalled

HK$1,594.9 billion for the 12 months ending June 2004,

representing 42.1% of the total turnover. With the growing

importance of Hong Kong as an international financial centre

for China, the Group believes there wil l  be numerous

opportunities for the capital market activities as well as financial

and corporate advisory sector. We will build on our strong

corporate brand name, financial strength and professionalism to

serve the capital market and financing needs of our customers.

340,000,000 0.04

13,000,000

32

70% 20

74%

177

15,384 27.7%

15,949 42.1%
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Management Discussion and Analysis (continued)

FINANCIAL REVIEW

Results

For the six months ended 30 September 2004, the Group

recorded a turnover of HK$9,026,000 (2003: HK$12,141,000).

Loss attributable to shareholders was HK$24,788,000 (2003:

profit of HK$4,917,000). The basic loss per share was 1.45 cents

(2003: earnings of 0.34 cents) and the diluted earnings per

share for 2003 was 0.29 cents (2004: not applicable).

The Group’s staff costs and other operating expenses decreased

by 8% to HK$5,321,000 for the review period in comparison

with last year (2003: HK$5,799,000). Finance costs of the Group

for the six months period ended 30 September 2004 was

HK$585,000 representing a decrease of 51% from the

corresponding period in last year. The decrease was mainly due

to repayment of loans.

Liquidity, Financial Resources and Funding

At 30 September 2004, the Group had net current assets of

HK$346,246,000 (31 March 2004: HK$369,677,000).

At 30 September 2004, the Group had a total of HK$241,000 in

cash and cash equivalents (31 March 2004: HK$1,217,000). Most

of the cash reserves were placed in Hong Kong dollar short-term

deposits with major banks in Hong Kong.

Net cash generated from operating activities for the six months

ended 30 September 2004 was HK$7,520,000 as compared to a

net cash outflow of HK$29,822,000 for the six months ended

30 September 2003. The increase was mainly explained by the

increase in trading securities selling during this period and

decrease in loan receivables from the Group’s financing business.

Net cash inflow from investing activities for the six months ended

30 September 2003 was HK$50,000,000 (2004: $Nil). The cash

inflow from investing activities during that period represented

the proceed received from disposal of a 12.5% interest in a

subsidiary.

As at 30 September 2004, the Group had outstanding secured

loans of HK$3,311,000 (31 March 2004: HK$10,073,000). The

loans were denominated in Hong Kong dollars and interest

bearing at prevailing commercial lending rates. These loans were

used to finance the Group’s operations.
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The gearing ratio of the Group decreased to 12% as at 30

September 2004 from 13% as at 31 March 2004 (it is derived

by dividing the aggregate amount of bank borrowings, convertible

notes and other borrowings by the amount of shareholders’

equity). The liquidity ratio of the Group, represented by a ratio

between current assets over current liabilities, was 772% (31

March 2004: 692%), reflecting adequacy of financial resources.

The indebtedness of the Group decreased by 12% from

HK$55,073,000 as at 31 March 2004 to HK$48,311,000 as at

30 September 2004. Of the total debts outstanding as at 30

September 2004, all of them are due within one year (31 March

2004: all of them are due within one year). During the period,

the Group continued to maintain most of its borrowings on an

unsecured basis.

Taking into account the financial resources available to the Group

including internally generated funds and available facilities, the

Group has sufficient working capital to meet its present

requirements.

Funding Strategy and Foreign Exchange Exposure

To manage the risk associated with an uncertain market

environment, the Group pursues a funding strategy of using

equity as far as possible to finance long-term investments.

The Group’s exposure to a very limit level of exchange risk as the

business transactions of the Group are mainly denominated in

Hong Kong dollars.

Share Capital Structure

There was no change in the share capital structure of the

Company during the period under review.

Material Acquisition and Disposal of Subsidiaries

There was no material acquisition and disposal of subsidiaries

during the period under review.
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Capital Commitment

On January 2004, the Group entered into a conditional sale and

purchase agreement with REXCAPITAL Financial Holdings Limited

regarding the acquisition of the entire issued share capital of

REXCAPITAL Financial Group Limited (“RFG”) at a consideration

of HK$229,000,000 (31 March 2004: HK$229,000,000) subject

to adjustment with reference to the unaudited consolidated net

asset value of RFG and its subsidiaries (together the “RFG Group”)

as at determination date in accordance with the terms of the

sales and purchase agreement. The RFG Group is principally

engaged in the provision of financial services including broking,

securities margin financing and asset management. This

transaction has not been completed up to the date of this report.

Charges on the Group’s Assets

As at 30 September 2004, the Group’s trading security with

market value of HK$5,622,000 have been pledged to secure

other loans granted to its subsidiary (31 March 2004:

HK$28,989,000).

Contingent Liabilities

As at 30 September 2004, the Group had no material contingent

liabilities (31 March 2004: HK$Nil).

Human Resources

As at 30 September 2004, the Group had 11 full time employees.

The Group remunerated its employees mainly based on the

individual’s performance and experience. Apart from the basic

remuneration, discretionary bonus and share option may be

granted to eligible employees by reference to the Group’s

performance as well as individual’s performance.

REXCAPITAL

Financial Group Limited RFG

229,000,000

229,000,000

RFG RFG

RFG

5,622,000

28,989,000
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS

As at 30 September 2004, the interests or short positions of the

Directors and chief executives in the shares, underlying shares or

debentures of the Company or any of its associated corporations

(within the meaning of Part XV of the Securities and Futures

Ordinance (the “SFO”)) as recorded in the register maintained

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 for Securities Transactions by

Directors of Listed Issuers (the “Model Code”) were as follows:

(i) Long Position in the ordinary shares of HK$0.01
each (“Shares”) in the Company

Percentage of
Name of Director Number of Shares Type of interest issued share capital

Chan How Chung, Victor 509,573,483 Interest in controlled 29.81%

(“Mr Chan”) (Note) corporations

XV

352

(i) 0.01

Note: Of the 509,573,483 Shares beneficially owned by Mr Chan,

258,052,510 and 360,000 Shares were held by Mega Market

Assets Limited and Sino Success Development Corp. respectively,

both of which were wholly-owned by Mr Chan. The remaining

234,393,973 and 16,767,000 Shares were held by RPI Holdings

Limited and REXCAPITAL International Limited respectively, both

of which were owned as to 75% by Mr Chan. By virtue of the

SFO, Mr Chan was taken to be interested in these 509,573,483

Shares.

(ii) Long Position in the 2% Notes

Amount of the outstanding
Name of Director 2% Notes held (HK$) Nature of interest

2

Mr Chan 45,000,000 Interests in a

(Note) controlled corporation

509,573,483

258,052,510 360,000

Mega Market Assets Limited

Sino Success Development Corp. 

234,393,973 16,767,000

75% RPI Holdings Limited

REXCAPITAL International Limited

509,573,483

(ii) 2

Note: These 2% Notes were held by RPI Holdings Limited. Mr Chan was

taken to be interested in the 2% Notes by virtue of his beneficial

interest in 75% of the entire issued share capital of RPI Holdings

Limited.

2 RPI Holdings Limited 

RPI Holdings Limited 

75% 2
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Save as disclosed above, as at 30 September 2004, none of the

Directors or chief executives of the Company had any 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) as recorded in the register

required to be kept under Section 352 of the SFO or as otherwise

notified to the Company and the Stock Exchange pursuant to

the Model Code.

SHARE OPTIONS

The movements in the share options granted under the share

option scheme adopted by the Company on 29 July 2002 (the

“Scheme”) during the six months ended 30 September 2004 are

shown below:

Number of options

At 1 Granted Exercised Lapsed At 30 Date of Exercise
Category of April during during during September grant price per Exercisable

participant 2004 the period the period the period 2004 of options share period

(HK$)

Other eligible 32,234,012  –  – (16,117,006) 16,117,006 2/1/2004 0.16 2/1/2004 – 1/1/2014

participants  – 85,469,970  –  – 85,469,970 27/9/2004 0.0448 27/9/2004 – 26/9/2014

Total 32,234,012 85,469,970  – (16,117,006) 101,586,976

XV 

352 

At 30 September 2004, no Director had any interests in options

to subscribe for Shares. During the six months ended 30

September 2004, 85,469,970 number of share options were

granted under the Scheme. The closing price of the Shares

immediately before the date on which the options were granted

during the period was HK$0.045. The Directors do not consider

it as appropriate to disclose a theoretical value of the share

options granted during the period because in the absence of a

readily available market value of the share options on the Shares,

any calculation of the value of options ascertained on various

theoretical bases and subjective assumptions will not be

meaningful and may be misleading to shareholders in some

circumstances.

85,469,970

0.045
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SHARE OPTIONS (continued)

Subsequent to 30 September 2004, 85,469,970 number of

options granted during the period were exercised by the option

holders and 85,400,000 number of new options were granted

to certain eligible participants.

SHAREHOLDINGS OF OTHER SHAREHOLDERS
WITH NOTIFIABLE INTERESTS

As at 30 September 2004, the interests or short positions of the

following party (other than a Director or chief executives of the

Company) in the shares or underlying shares of the Company as

recorded in the register required to be kept by the Company

pursuant to Section 336 of the SFO were as follows:

Long Position in the Shares

Percentage of
Name of shareholder Number of Shares Type of interest issued share capital

TKR Finance Limited 628,074,794 Security interests 36.74%

(in liquidation) (Note)

85,469,970

85,400,000

336

Note: The Company received a copy of the disclosure of interests form

filed pursuant to the SFO by the provisional liquidator of TKR

Finance Limited claiming its security interests in 628,074,794

Shares. The Company was informed that the number of Shares it

was interested was subject to verification.

Save as disclosed above, the register required to be kept under

Section 336 of the SFO shows that as at 30 September 2004,

the Company had not been notified of any other person who

had an interest or short position in the Shares or underlying

shares of the Company.

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

The Company and its subsidiaries have not purchased, sold or

redeemed any of the Company’s listed securities during the six

months ended 30 September 2004.

628,074,794

336
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AUDIT COMMITTEE

The audit committee comprises the three independent non-

executive Directors. The audit committee has reviewed and

discussed with the management the accounting principles and

practices adopted by the Group and discussed internal controls

and financial reporting matters including a review of the

unaudited interim account for the six months ended 30

September 2004.

CODE OF BEST PRACTICE

None of the Directors is aware of any information which would

reasonably indicate that the Company is not, or was not,

throughout the six months ended 30 September 2004, in

compliance with the Code of Best Practice as set out in Appendix

14 of the Listing Rules, except that two independent non-

executive Directors are not appointed for a specific term, but are

subject to retirement by rotation at the Company’s annual general

meeting as specified in the Company’s bye-laws.

By order of the Board

Chan How Chung, Victor

Chairman

Hong Kong, 30 December 2004

14


