Notes to the Accounts
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CORPORATE INFORMATION

The Company was incorporated in Bermuda as an exempted
company with limited liability. The principal place of business
of the Company is located at 34/F, COSCO Tower, Grand
Millennium Plaza, 183 Queen’s Road Central, Hong Kong.

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

In the opinion of the Directors, King United Agents Limited
and Kingly, companies incorporated in the British Virgin
Islands, are regarded respectively as the ultimate holding
company and the immediate holding company of the
Company.

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

On 12 January 2004, the Group entered into a conditional
sale and purchase agreement with REXCAPITAL Group
Limited regarding the disposal of the entire issued share
capital of REXCAPITAL Financial Group Limited (“RFG”) at a
consideration of 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 the determination date in accordance with the terms of
the sale and purchase agreement, and will be payable in
cash upon completion. The transaction has not yet been
completed up to the date of this report. Upon completion
of the disposal mentioned above, the Group will cease to
provide broking, securities margin financing, corporate
finance and asset management services.
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For the year ended 31 December 2004

IMPACT OF RECENTLY ISSUED HONG
KONG FINANCIAL REPORTING
STANDARDS AND HONG KONG
ACCOUNTING STANDARDS

The Hong Kong Institute of Certified Public Accountants
(“HKICPA”) has issued a number of new and revised Hong
Kong Financial Reporting Standards (“HKFRSs”) and Hong
Kong Accounting Standards (“HKASs”) which are effective
for accounting periods beginning on or after 1 January 2005.
The Group has not early adopted these new and revised
HKFRSs and HKASs in the accounts for the year ended 31
December 2004 except for HKFRS No. 5 “Non-current
Assets Held for Sale and Discontinued Operations” (“HKFRS
5”). The Group has recently commenced an assessment of
the impact of the remaining new and revised HKFRSs and
HKASs but is not yet in a position to state whether these
new and revised HKFRSs and HKASs would have a
significant impact on its results of operations and financial
position.

The HKFRS 5 now requires an operation to be classified as
discontinued when the criteria to be classified as held for
sale have been met or the Group has disposed of the
operation. Held for sale is when the carrying amount of an
operation will be recovered principally through a sale
transaction and not through continuing use.

The adoption of HKFRS 5 results in a change in accounting
policy on the recognition of a discontinued operation. The
RFG Group as mentioned in note 1 to the accounts was
classified as discontinuing operations in prior year. However,
in the opinion of the Directors, the completion of the
transaction is subject to the outcome of the updated due
diligence review conducted by the purchaser, and therefore
the RFG Group is no longer able to meet the new criteria
for classifying as discontinued operations under the HKFRS
5, as the recognition criteria become stricter. The adoption
of HKFRS 5 has had no material financial effect on the
Group’s results for current and prior years. The presentation
in the current year’s accounts has been modified in order to
conform to the requirements of this HKFRS. Comparative
amounts have been restated in order to achieve a consistent
presentation.
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Notes to the Accounts (continued)

AR H B EE (48)

For the year ended 31 December 2004 HZE_ZTZTNF+_A=+—HILFE
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3. PRINCIPAL ACCOUNTING POLICIES 3. EEEFTER

The principal accounting policies adopted in the preparation
of these consolidated accounts are set out as below:

(a) Basis of preparation

The accounts have been prepared in accordance with
generally accepted accounting principles in Hong Kong
and comply with accounting standards issued by the
HKICPA. They have been prepared under the historical
cost convention as modified by revaluation of certain
investments in securities.

(b) Consolidation

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

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

(c) Subsidiaries

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

In the Company’s balance sheet, interests in subsidiaries
are stated at cost less any impairment losses. The
results of subsidiaries are accounted for by the
Company on the basis of dividends received and
receivable.
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Notes to the Accounts (continued)
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For the year ended 31 December 2004 HE_ZTTNF+_A=+—HILLFE

3. PRINCIPAL ACCOUNTING POLICIES 3. FEFFIEUR ()
(continued)
(d) Revenue recognition (d) W s W wR
(z) Interest income (Z) A KA

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

(77) Commission income and handling fee income,
asset management and advisory fee income

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

(iii) Income from trading of listed securities

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

Turnover

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

Fixed assets

Fixed assets, comprising leasehold improvements,
furniture and fixtures and office equipment, are stated
at cost less accumulated depreciation and any
accumulated impairment losses.
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Notes to the Accounts (continued)

AR H B EE (48)

For the year ended 31 December 2004
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3.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(f) Fixed assets (continued)

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

Leasehold improvements 16 - 50%
Furniture and fixtures 25%
Office equipment 25 - 33"/3%

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

The gain or loss on disposal of a fixed asset is the
difference between the net sales proceeds and the
carrying amount of the relevant asset, and is recognised
in the profit and loss account. Any revaluation reserve
balance remaining attributable to the relevant asset is
transferred to retained profit and is shown as a
movement in reserves.
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Notes to the Accounts (continued)

For the year ended 31 December 2004

3. PRINCIPAL ACCOUNTING POLICIES

(continued)

(g)

(h)

Intangible assets

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

recoverable amount.

Investments in securities
(Z) Investment securities

Investment securities are stated at cost less any
impairment losses.

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

(1) Other investments

Other investments are carried at fair value. At each
balance sheet date the net unrealised gains or
losses arising from the changes in fair value of the
investments are recognised in the profit and loss
account. Profits or losses on disposal of other
investments representing the difference between
the net sales proceeds and the carrying amounts
are recognised in the profit and loss account as
they arise.
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Notes to the Accounts (continued)
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For the year ended 31 December 2004
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3. PRINCIPAL ACCOUNTING POLICIES 3. EEEFTER (5)
(continued)
(i) Income tax i) P8t

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

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

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

Deferred tax assets and liabilities are not discounted.
Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is
settled or the asset is realised. Deferred tax is charged
or credited to the profit and loss account, except when
it relates to items charged or credited directly to equity,
in which case the deferred tax is also dealt with in
equity.
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Notes to the Accounts (continued)
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For the year ended 31 December 2004 HE_ZTTNF+_A=+—HILLFE

3. PRINCIPAL ACCOUNTING POLICIES 3. FEEFIEUR ()
(continued)
(i) Income tax (continued) Q) PWifs (&)

Deferred taxation is provided on temporary differences
arising on investments in subsidiaries, except where
the timing of the reversal of the temporary differences
can be controlled and it is probable that the temporary
differences will not reverse in the foreseeable future.

Accounts receivable

Provision is made against accounts receivable to the
extent that they are considered to be doubtful. Accounts
receivable in the balance sheets are stated net of such
provision.

Operating leases

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

Foreign currencies

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

(m) Provisions

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

AR H B EE (48)

For the year ended 31 December 2004

(n) Employee benefits
(i) Bonus plans

Provision for bonus plans due wholly within twelve
months after balance sheet date is recognised
when the Group has a present legal or constructive
obligation as a result of services rendered by
employees and a reliable estimate of the obligation
can be made.

(i7) Accumulating compensated absences (unused

paid annual leave)

Employee entitlements to paid annual leave are
recognised when they accrue to employees. A
provision is made for the estimated liability for
“Accumulating compensated absences” (unused
paid annual leave) which can be carried forward
indefinitely as a result of services rendered by
employees up to the balance sheet date.

(7ii) Retirement benefit costs

The Group’s contributions to a defined contribution
retirement scheme under the Hong Kong
Mandatory Provident Fund Schemes Ordinance (the
“MPF”) are expensed as incurred. The Group’s
employer contributions vest fully with the
employees when contributed into the MPF.

(iv) Share option scheme

When the Group grants qualifying employee
options to acquire shares of the Company, the
options can be exercised at a price and under
certain conditions as indicated in note 23 to the
accounts and no employee benefit cost or
obligation is recognised at that time. When the
options are exercised, equity is increased by the
amount of the proceeds received (net of any
transaction costs).
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Notes to the Accounts (continued)

For the year ended 31 December 2004
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3. FEEFIEUR ()

3. PRINCIPAL ACCOUNTING POLICIES

(continued)

(o)

(p)

Contingent liabilities

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

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

Segment reporting

A segment is a distinguishable component of the Group
that is engaged either in providing services (business
segment), or in providing services within a particular
economic environment (geographical segment), which
is subject to risks and rewards that are different from
those of other segments.

The Group has chosen business segment information
as the primary reporting format and geographical
segment information as the secondary reporting format.
Segment revenue, expenses, results, assets and
liabilities include items directly attributable to a segment
and those that can be allocated on a reasonable basis
to that segment. Segment revenue, expenses, assets
and liabilities are determined before intra-group
balances and intra-group transactions are eliminated
as part of the consolidated process, except to the
extent that such intra-group balances and transactions
are between Group enterprises within a single segment.
Inter-segment pricing is based on similar terms as those
available to other external parties.
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Notes

AR H B 5E

For the year ended 31 December 2004
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U)the_Accounts(conthJued)
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BE—-ZTZT

3. PRINCIPAL ACCOUNTING POLICIES

(continued)

(p)

(@

(r)

Segment reporting (continued)

Segment capital expenditure is the total cost incurred
during the year to acquire segment assets (both tangible
and intangible) that are expected to be used for more
than one year.

Unallocated items mainly comprise corporate assets
and corporate expenses.

Cash and cash equivalents

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

Related parties

Parties are considered to be related if one party has
the ability, directly or indirectly, to control the other
party or exercise significant influence over the other
party in making financial and operating decisions.
Parties are also considered to be related if they are
subject to common control or common significant
influence. Related parties may be individuals or
corporate entities.
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For the year ended 31 December 2004

HEz—_TZ

Notes to the Accounts (continued)

E'EE I}ﬁ NE

ME+—_A=+—RALLFE

= g

CEXRNE W E i

TURNOVER, REVENUE AND SEGMENT

INFORMATION
Revenue recognised during the year is as follows: REBHERZKEZWAT:
2004 2003
—EEBMF —ET=F
HK$/38 7T HK$/% 7T
TURNOVER BES
Commission income and HaBAR
handling fee income FEBRA 32,502,162 29,428,702
Interest income from: KEATSEZFBRA:
— Banks — iR 77 10,983 80,895
- Margin clients —-HFREP 21,898,738 10,885,855
— Loan receivables — B 20,532,835 17,552,940
Income from trading of listed securites B & L3 %uw\ 91,944,480 266,213,460
Asset management and advisory BEEERE
fee income JE8 EM&U\ 2,248,110 531,466
169,137,308 324,693,318
OTHER REVENUE H 28
Unrealised gain on revaluation HHEMEEZ
of other investments REIR W= 2,167,311 -
Loan commitment fee income ERAEERA - 450,000
Other interest income H b R B WA 7,582 70,174
Other income RN 1,029,269 966,302
3,204,162 1,486,476
TOTAL TURNOVER AND REVENUE MEXEBER RS 172,341,470 326,179,794
Business Segments ey g
The Group is principally organised into five main operating AEBEARESBRAEZTELESE 518

divisions, namely broking, securities margin financing,

BLREE BHRARRE CEREREE

corporate finance and asset management, money lending
and investment trading and holding. These divisions are the
basis on which the Group reports its primary segment
information. There are no sales or other transactions between
the business segments during the current year. In 2003,
management fee of HK$6,000,000 was paid from the money
lending division to the broking division.

B BERURKBREEERZER - ANEER
BRENHEERTEIBER - RAFEE
W’UISZF'ﬁIﬁaEﬂ%%&me% R
TE = 46,000,000 T2 ERERER
DEIN FRCER DI

il 4% 4 W

KA R A
E LR
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Notes to the Accounts (continued)

AR H B EE (48)

For the year ended 31 December 2004 HZE_ZTZTNF+_A=+—HILFE

P e\ N\

4. TURNOVER, REVENUE AND SEGMENT 4. EZERE S WA KCETE A R
INFORMATION (continued) (%)
Business Segments (continued) X (8)
(i) Turnover and (loss)/profit attributed to the (i) WAEPEHEHRBLEEBR
business segments for the year are as follows: (WG #) .~ F 21 F :
2004 2003
—sEms —ET=%
HK$'000/F 87T  HK$'000/F % 7t
TURNOVER EXE
Broking SRS 32,343 28,512
Securities margin financing BEAERE 21,899 10,886
Corporate finance and asset EFE R
management BEERE 2,407 1,448
Money lending X 20,533 17,553
Investment trading and holding KEBERIER 91,955 266,294
169,137 324,693
SEGMENT RESULTS Pl 3
Broking KOS Y (14,683) (10,207)
Securities margin financing BHEITERE (39,201) 4,647
Corporate finance and asset PR E MR
management EEBRE (903) 196
Money lending B (23,487) 9,310
Investment trading and holding KEBERER (95) 3,508
(78,369) 7,454
NET UNALLOCATED EXPENSES % B % F (3,451) (1,445)
(LOSS)/PROFIT BR B AT
BEFORE TAXATION (E588) &R (81,820) 6,009
TAXATION B\ 4,146 (1,978)
(LOSS)/PROFIT FOR THE YEAR X & E (F1#8) &R (77,674) 4,031
46 REXCAPITAL Financial Holdings Limited
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Notes to the Accounts (continued)

AR H BRRE (%)

For the year ended 31 December 2004 HE_ZTTNF+_A=+—HILLFE

4. TURNOVER, REVENUE AND SEGMENT 4. EEEE I MEB I E R
INFORMATION (continued) (48)
Business Segments (continued) X0 (H)
(ii) Assets and liabilities analysed by business (ii) B B £ 15 5 E 5 5 v 8 4 2
segments are as follows: S :
2004 2003
—sEnsE —EE=f
HK$’000/F & 7t HK$’000/F /& 7t
ASSETS BE
Broking HERE 100,597 107,133
Securities margin financing BEAERE 127,276 169,988
Corporate finance and asset EFE R
management BEEER 431 220
Money lending B® 185,733 158,196
Investment trading and holding KEBERIER 31,599 28,419
TOTAL SEGMENT ASSETS PBEESE 445,636 463,956
UNALLOCATED ASSETS RPBEE 1,758 300
TOTAL ASSETS EEHRE 447,394 464,256
LIABILITIES 81&
Broking O 63,536 69,767
Securities margin financing BEAERE 114,333 118,803
Corporate finance and asset EEFE R
management BEEER 119 28
Money lending B® 110,037 37,624
Investment trading and holding KEBERIER - -
TOTAL SEGMENT LIABILITIES PHEEEE 288,025 226,222
UNALLOCATED LIABILITIES AP EEE 1,137 2,129
TOTAL LIABILITIES EERE 289,162 228,351

0 2% 4 4 ik




Notes to the Accounts (continued)

AR H B EE (48)

For the year ended 31 December 2004 HZE_ZTZTNF+_A=+—HILFE

o N CORN I B A\

4. TURNOVER, REVENUE AND SEGMENT 4. EHEFE I NETS B A R
INFORMATION (continued) (#48)
Business Segments (continued) X (8)
(iii) Other information (iii) H AL & F}
Depreciation Provision for bad
and and doubtful Capital
amortisation debts expenditure
eSS RIZERBE EAREX
2004 2003 2004 2003 2004 2003

—EZNE —TT=-F ZZTENF —TT=-F ZZTENF —TT=F
HK$’000/  HK$'000/ HK$’000/ HK$'000/ HK$000/  HK$'000/
FHERT THET FEX THET FHEX THET

Broking HERES 3,319 4,248 5,000 - 885 343
Securities margin BHFE

financing BE - - 50,000 6,000 - -
Corporate finance and ¥ @EE

asset management BEER 4 3 - - - 11
Money lending B - - 40,624 - - -

S

Investment trading and HEEER
holding bl - - - - -
Unallocated A8 129 18 - - - 22
3,452 4,269 95,624 6,000 885 376
Geographical Segment b I 4y #B
The Group’s principal markets are located in Hong Kong. BEERAEE FEMGE R_ETEWNE =
For both 2004 and 2003, more than 90% of the Group’s TR =—FMFE AEEODALEXERE
turnover and carrying amount of assets were respectively ERAESRKERURELE AT ES
generated from and located in Hong Kong, and therefore iR o B E Ko
no geographical segment information is presented.
5. STAFF COSTS 5. g B jiA
2004 2003
—sEng —sT=f
HK$/3% 5T HK$/#% 7T
Salaries, allowances and FHe RMK
benefits in kind EWH &= 16,758,795 11,639,109
Bonuses 4T 763,140 -
MPF contributions wEE MK 433,290 350,697
17,955,225 11,989,806
48 REXCAPITAL Financial Holdings Limited
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For the year ended 31 December 2004

Notes to the Accounts (continued)

BCEE I}ﬁ »‘E

BHE_ZZ

ME+—_A=+—RALLFE

OPERATING (LOSS)/PROFIT 6. 8) /i Fl
2004 2003
—sEns —EP=%
HK$/3% 7T HKS$/3% 7T
Operating (loss)/profit is stated after e (B8R RTFIE M
charging the following: THIER :
Amortisation of trading rights RS REH 1,292,253 1,292,257
Auditors’ remuneration BRI & 260,000 263,000
Loss on disposal of fixed assets HEBRTCEECEIE 475,835 549,572
Operating lease rentals in respect of MAEWEREEZ
office premises and warehouse wERNAES 3,930,925 4,928,072
FINANCE COSTS 7. RVE R
2004 2003
—sEng —Te=4
HK$/5% 7t HKS$/% 7T
Interest on bank loans and overdrafts RITERRBEXZHN B 13,636,898 5,308,292
Interest on client payables with no fixed ﬁﬂﬁﬁmi&%’& Hz
repayment terms JER %= P RIEF A 7,321 2,964
Interest on other loan wholly repayable ZERAFAREEEEREY
within five years HaBEHF L - 1,546,670
Borrowing costs fBEER A 285,751 250,000
Other interest HaF B - 849
13,929,970 7,108,775
0 2% 4 AR AT RS 7

SRR PR
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Notes to the Accounts (continued)

AR H BEEE (4)

For the year ended 31 December 2004 HZE_TZTWNF+_A=+—HIEFE

8. DIRECTORS’ REMUNERATION AND THE 8. TH M K A4 B B &
FIVE HIGHEST PAID INDIVIDUALS
Directors’ remuneration disclosed pursuant to the Listing EEMeRBELTRAURBEB(ATEL)
Rules and Section 161 of the Hong Kong Companies F161EHEEWN T

Ordinance is as follows:

2004 2003
—zEns —zz=f
HK$/7% 7t HK$/7%8 7T
Fees: wme:
Executive HITES 23,825 -
Independent non-executive BYERITES 168,743 200,000
192,568 200,000
Other emoluments for WITESZEAM
executive Directors: B
Salaries, housing, other allowances o FBEEL - HabER
and benefits in kind REYN = 4,313,507 -
MPF contributions HIEEHN 16,000 -
4,522,075 200,000
50 REXCAPITAL Financial Holdings Limited
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Notes to the Accounts (continued)

AR H AR (%)

For the year ended 31 December 2004 B EZE_TTHWNF+_A=+—HILtFE

B =5
DIRECTORS’ REMUNERATION AND THE 8. T F M & M 4 i BN
FIVE HIGHEST PAID INDIVIDUALS (78)
(continued)
The remuneration of the Directors fell within the following EEHesEENT:
bands:
Number of directors
BEEAHY
2004 2003
—sEmE —EE=%F
Nil to HK$1,000,000 Z % 1,000,000/ 7T 7 5
HK$1,000,001 to HK$1,500,000 1,000,001 % 1,500,0007% 7T = -
HK$1,500,001 to HK$2,000,000 1,500,001 & 2,000,0007% 7T 1 -
HK$2,000,001 to HK$3,000,000 2,000,001 % 3,000,0007% 7T 1 -
9 5
There was no arrangement under which a Director waived FAWBEIEMEFEANEZESREN
or agreed to waive any remuneration during the year (2003: BEHAHEe L (2T =F:8&)-
Nil).
Five highest paid individuals TAEEHMAL
There were two (2003: nil) executive Directors whose TEERIZESTMNATBRERZRTE
emoluments were among the five highest paid individuals in FE(ZZ2T=F:8])
the Group.
Details of the emoluments paid to three individuals who NFAREE=ZHKaFMALTHIEES (=
were not directors (2003: five), and whose emoluments were T =F AE) AT ZMESFBUOT:
among the five highest paid individuals in the Group are as
follows:
2004 2003
—sEms —EE=F
HK$/%& 7T HK$/7 7T
Salaries, allowances and benefits in kind % & 2 86 & B ¥ 7 = 3,951,639 3,996,661
MPF contributions iR MK 36,000 55,400
3,987,639 4,052,061
1o 95 e R 2 B AT L2 7 51
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Notes to the Accounts (continued)

AR H BEEE (4)

For the year ended 31 December 2004 HZE_ZTZTNF+_A=+—HILFE

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

The remuneration of the non-director, highest paid
employees fell within the following bands:

o S P <5 b T 4% B BTN

(#)

FEEESFMERE ZHESHBENT

Number of employees

BEAY
2004 2003
—TENF —TT=F
Nil to HK$1,000,000 Z 21,000,000 7T 2 4
HK$1,000,001 to HK$1,500,000 1,000,001 & 1,500,000/ JT - -
HK$1,500,001 to HK$2,000,000 1,500,001 % 2,000,000/ 7T - 1
HK$2,000,001 to HK$3,000,000 2,000,001 % 3,000,000/ 7T 1 -
3 5

9. TAXATION 9. FiIA

No provision for Hong Kong profits tax is made in the
accounts as the Group has no estimated assessable profits
for the year (2003: Nil).

The amount of taxation (credited)/charged to the
consolidated profit and loss account represents:

F P AN 4 R 3 S 7 R R RS A Ut AN &
BEREBYEFEEMNESHER (ZET=F:
&) o

mABEmRA CGER) XHEZREARRE:

2004 2003
—EEMEF —TE=F
HK$/# 7t HKS$/% 7T
Current tax: EHAHIE:
Hong Kong profits tax BEENEGH
— QOverprovision for prior years — A FERERE = (2,191)
Deferred tax: i RE I8 -
Deferred taxation relating to the BHEER
origination and reversal of BOERER
temporary differences ZIEER IR (4,146,344) 2,185,857
Deferred taxation resulting from an B B 3 42 0 B A
increase in tax rate ZIEET IR - (205,452)
Taxation (credit)/charge BME(ER) /S (4,146,344) 1,978,214
52 REXCAPITAL Financial Holdings Limited
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Notes to the Accounts (continued)

AR H AR (%)

For the year ended 31 December 2004 HE_ZTTNF+_A=+—HILLFE

TAXATION (continued) 9. BLIH (4)
The reconciliation of taxation on the Group’s (loss)/profit REBBRBA (BB 5 F 2 FEE KA
before taxation differing from the theoretical amount that HRRAEB HERFEZERBELE
would arise using the applicable taxation rate of the Group RIFAEF AT -
is as follows:
2004 2003
—EENEF —ET=F
HK$/% T HK$/7%8 7T
(Loss)/profit before taxation BrFiAT (E8B) & F (81,819,919) 6,009,170
Calculated at a taxation rate of 17.5% BHEA7T5% (2T =ZF:
(2003:17.5%) 17.5%) 5T & (14,318,486) 1,051,605
Tax effect of income not subject to BARR WA Z
taxation MEXE (14,557) (1,036,098)
Tax effect of expenses not deductible for 7~ 7] 3t 4 18 12 B 18 2
taxation purposes A HETE 839,934 1,429,702
Tax effect of utilisation of previously PRAREERAMBEBR
unrecognised tax losses HEZE (595,256) (871,734)
Tax effect of increase in opening BEEABBCRERIA
deferred tax asset resulting from BEEFVEHE LA
an increase in tax rate ZHETE - (205,452)
Tax effect of tax losses not recognised AR ZHREEBBZHRBZE 187,337 280,338
Tax effect of temporary differences RERERER
not recognised IR 2 9,754,684 1,332,044
Overprovision of Hong Kong profits tax A EFFEEFEFEH
in prior years R EE B A = (2,191)
Taxation (credit)/charge A GEE) S (4,146,344) 1,978,214
. LOSS ATTRIBUTABLE TO SHAREHOLDERS 10. Ji& 5 A s 48
The loss attributable to shareholders is dealt with in the FAXQCREBECRRELEBEEAR
accounts of the Company to the extent of HK$33,326,674 33,326,674B L (ZEZE =ZF : 7 #
(2003: profit of HK$2,924,811). 2,924,811 75 ) °
. (LOSS)/EARNINGS PER SHARE 11. &K (E18) /& F
The Company has no diluted potential shares in 2004 and RAABR-ZEENFER T =FWEA
2008. BEBEIZEIRM-
The (loss)/earnings per share is calculated based on B (E8B) " BANDEFTEEIRB
the loss for the year of HK$77,673,575 (2003: profit of 77,673,575 L (ZE T = F : & 7
HK$4,030,956) and the weighted average number of 4,030,956/ 7T) REFEANDHETERRKRZ M
3,000,000,000 (2003: 3,000,000,000) ordinary shares in ¥ ¥ 19 £3,000,000,0000 (T E =F:
issue during the year. 3,000,000,0000% ) Z FE & o
00 9% 4 T P AT LS 7 53
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Notes to the Accounts (continued)

EEE Bﬁ »‘E

For the year ended 31 December 2004 HZE_ZTZTNF+_A=+—HILFE

b CORV I B\ \

12. FIXED ASSETS 12. [ & &
The Group A
Furniture
Leasehold and Office
improvements fixtures equipment Total
HEYEESE SAREE BAZREG &5
HK$/7% 7T HKS$/7% 7T HK$/7% 7T HK$/7% 7T
COST ﬁm
At 1 January 2004 A—ZEME—F—H 6,448,998 1,105,812 11,252,707 18,807,517
Additions NE 547,790 100,730 236,624 885,144
Disposal & (1,754,907) - - (1,754,907)
At 31 December 2004 RZZEEMF+_A=+—H 5241881 1,206,542 11,489,331 17,937,754
ACCUMULATED
DEPRECIATION REHE
At 1 January 2004 R-ZZEENFE—F—H 1,767,170 434,066 9,784,393 11,985,629
Provided for the year FERE 1,011,890 259,119 888,929 2,159,938
Written back on disposal & B ¥ [ (913,929) - - (913,929)
At 31 December 2004 R-ZEERNF+-_A=+—H 1,865,131 693,185 10,673,322 13,231,638
NET BOOK VALUE REFE
At 31 December 2004 RZZEEMF+_A=+—H 3,376,750 513,357 816,009 4,706,116
At 31 December 2003 N-_EE-F+-A=+—H 4,681,828 671,746 1,468,314 6,821,888
The Company y; A |
The Company has no fixed assets as at 31 December 2004 RARRZEENF+_A=+—HLE
(2003: Nil). BEEE(ZTET=F:M])-

REXCAPITAL Financial Holdings Limited
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For the year ended 31 December 2004

13. INTERESTS IN SUBSIDIARIES

Notes to the Accounts (continued)

AR H AR (%)

BHE_ZTTZNF+_A=+—HALLFE

The Company

AR

2004 2003

—EENE —EE=fF

HK$/7%E 7t HKS$/7% 7T

Unlisted shares, at cost JE MR K AE 286,338,117 286,338,117

Impairment losses NEREN SR (111,000,000)  (81,000,000)
175,338,117 205,338,117
Amount due from a subsidiary JiE U B /B 2 R 3R IR 139,294,137 141,350,253

Amount due to a subsidiary

& 1+ B 188 2 R) R 0R

(113,903,863) (112,809,820)

200,728,391 233,878,550

Amounts due from/(to) subsidiaries were unsecured, interest-

free and with no fixed repayment terms.

Details of the Company’s principal subsidiaries as at 31

December 2004 are as follows:

e () B ARREREERRT
AAECRERTERBR-

ARAR-_ZETONF+_A=+—H2Zx
EZMBARFBOAT:

Percentage of
nominal value

Place of of issued share
incorporation/ Class of capital held by
Name of subsidiaries operation shares held the Company Principal activities
AR R P AARFHBRT
MEAR SR B B 15 Bl BRATBMEED L TEEK
Directly Indirectly
=k B
% %
REXCAPITAL Financial Group British Virgin Islands/ Ordinary 100 - Investment holding
Limited Hong Kong L@ BEER
RERRREE/BA
REXCAPITAL Financial British Virgin Islands/ Ordinary 100 - Investment holding
Management Limited Hong Kong L mk REER
RBERRHS /BB
REXCAPITAL Financial Hong Kong Ordinary - 100  Investment holding
Investment Limited 7H LiER REBR
HEERMBEEFARLA
REXCAPITAL Asset Hong Kong Ordinary - 100  Investment holding,
Management Limited 75 Lmk provision of advisory and
NREEERERAA fund management

services
BEER REREBERB R
HeBBRS

07 4 WA IR A1 IR 26 7
SRR A
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Notes to the Accounts (continued)

AR H BEEE (4)

For the year ended 31 December 2004 HZE_TZTWNF+_A=+—HIEFE

13. INTERESTS IN SUBSIDIARIES (continued) 13. [t )& 2 7] BE 55 (48)

Percentage of
nominal value

Place of of issued share
incorporation/ Class of capital held by
Name of subsidiaries operation shares held the Company Principal activities
EMmARLR i AARFIFERT
MEARER =E 301 1% 43 5 5l BRABMBEE D TEEK
Directly Indirectly
BE 4
% %
REXCAPITAL Finance Limited Hong Kong Ordinary - 100  Money lending and
WEREEERLA B Lk investment trading
REXCAPITAL Futures Limited Hong Kong Ordinary - 100 Futures and commodities
WEBEERLA N Liak dealing
HERAmER
REXCAPITAL Securities Limited Hong Kong Ordinary - 100 Securities dealing and
HWREHFBROA B LR margin financing
HAHFEERAFRAE
REXCAPITAL Realty Limited Hong Kong Ordinary - 100 Investment holding
MEMEBR LA N LAk REERK
REXCAPITAL Corporate Hong Kong Ordinary - 100  Arrangement of leases
Services Limited b TER for group companies
HREGERBAERDA AEERERRITHALY
Ibrokers Company Limited Hong Kong Ordinary - 100  Arrangement of leases
B TER for group companies
AEERERRITHAY
None of the subsidiaries had any loan capital outstanding EMBRARRAFEFLEH RFANEMEF
at the end of the year or at any time during the year. MY EETAREEZEEE R
56 REXCAPITAL Financial Holdings Limited
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14. INTANGIBLE ASSETS

15.

For the year ended 31 December 2004

Notes to the Accounts (continued)

14, B & E

HEz—_TZ

E'EE I}ﬁ »‘E

ME+—_A=+—RALLFE

The Group A 45
Three trading One
rights in the Stock trading right
Exchange in the HKFE Total
= EB R BT — B R
L5 2 5E &3t
HKS/% 7T HK$/% 7T HKS/% 7T
COST B A
At 1 January 2004 and at RZZEENF—-—A—BR
31 December 2004 —ETMFE+-_A=+—H 4,042,800 149,600 4,192,400
ACCUMULATED
AMORTISATION E
At 1 January 2004 RZEENF—F—H 2,791,272 108,875 2,900,147
Provided for the year REEGEE 1,251,528 40,725 1,292,253
At 31 December 2004 RZZEENF+-_A=+—H 4,042,800 149,600 4,192,400
NET BOOK VALUE REFE
At 31 December 2004 RZZEENF+-_A=+—H - - -
At 31 December 2003 RZBEE=F+-A=+—H 1,251,528 40,725 1,292,253
INVESTMENT SECURITY 15. & 753
The Group
AEE
2004 2003
—EENE —TT=f
HK$/7%E 7t HKS$/7% 7T
Equity security, at cost IR E B FH KA
Listed investment in Hong Kong BEBELEMIEE 50,000 50,000
Market value of listed investment FTHm&EME 74,646 123,552
T 2% 4wl 2 1 AT PR 7D

SRR A
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Notes to the Accounts (continued)

AR H BEEE (4)

For the year ended 31 December 2004

s\

16. STATUTORY DEPOSITS

BE-TEME+-_A=+—BLEE

16. LB 4

The Group
TEE
2004 2003
—zens —zE=¢
HK$/7# 7t HK$/7% 7T
The Stock Exchange 5 32 PAT
— compensation fund —BEEEe 153,490 153,490
— fidelity fund —-HERES 150,000 150,000
— teletext deposit — KA HEE 2,400 2,400
— stamp duty deposit —HERZ S 75,000 30,000
The HKFE B PR
- compensation fund deposit —-BEESES - 100,000
Hong Kong Securities Clearing BARREHE
Company Limited ERAR
- guarantee fund deposit - REEESKS 150,000 150,000
- admission fee —AEE 150,000 150,000
The Stock Exchange Options Clearing Bk X P ERRE 45 B T
House Limited ERAF
- reserve fund initial contribution —REELEEHEN 1,500,000 1,500,000
HKFE Clearing Corporation Limited BEABEXFHEERRAA
- reserve fund deposit —HEEECES 1,554,136 1,500,000
3,735,026 3,735,890

REXCAPITAL Financial Holdings Limited
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. DEFERRED TAXATION

The Group

For the year ended 31 December 2004

(i) Deferred tax asset recognised

Deferred taxation is calculated in full on temporary

differences under the liability method using a principal
taxation rate of 17.5% (2003:17.5%).

The following are the major components of deferred
tax asset recognised by the Group and movements
thereon during the current and prior years:

Notes to the Accounts (continued)

BCEE I}ﬁ »‘E

EMFE+—_A=+—RLFEE

BE_ZZ

17. 4% & Bt IA
A 45
(i) O HE 78 W 7 B & i

BRERBERAEEEIRERERLE
BHEA75% (ZEZE=F:17.5%) 1
EHEE-

ATRAEEMERELERBEEZ
ZHOREREAFERNEFEZ

ek

2
Tax losses Others Total
BBER Hit &
HKS/% 7T HK$/3%5 7T HK$/8 7T
At 1 January 2003 RZEE=F—HF—H (2,191,491) - (2,191,491)
Charged to the
consolidated profit and ERABEHRENR
loss account % 85 2,185,857 - 2,185,857
Effect of increase in tax
rate credited to MEEAZEE
the consolidated profit ERABERRNA
and loss account HER (205,452) - (205,452)
At 31 December 2003 RZEZE=F+=-A=+—H (211,086) - (211,086)
Credited to the
consolidated profit and A EERA
loss account R (2,396,344) (1,750,000) (4,146,344)
At 31 December 2004 R-ZEZENE+=-A=+—H (2,607,430) (1,750,000) (4,357,430)
1) 2 4 22 e AT B2 )
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Notes to the Accounts (continued)

AR H B EE (48)

For the year ended 31 December 2004

BE-TEME+-_A=+—BLEE

17. DEFERRED TAXATION (continued) 17. AERLTH (78)
The Group (continued) A (45)
(7i) Deferred tax assets/(liabilities) have not been (ii) BB G E -~ (B 6E) WA
recognised in respect of the following items: Y F X H AT HE B -
2004 2003
—EEMEF —ERE=F
HK$/3& 7T HK$/7% 7T
Taxable temporary differences JERBEREZR
— accelerated tax depreciation — IR TR IE T & (292,560) (131,655)
Deductible temporary differences ATNBRERER
- decelerated tax depreciation — R IBIE 1,020,751 62,749
- others —Hh 62,808,981 7,865,025
Tax losses B & 18 60,236,403 65,527,033
123,773,575 73,323,152
The deductible temporary differences and tax losses RIBRITHEES I MREREER
do not expire under current tax legislation. MBEELEIER-
The Company y; /i |
The Company has no temporary differences as at 31 RARRZEENF+_A=+T—HILE
December 2004 (2003: Nil). EREFH(ZZEE=F|) -
18. TRADE RECEIVABLES 18. JE U HR K
The Group
rEE
2004 2003
—sEng —sT=f
HK$/#% T HK$/7%& 7T
Margin client receivables, net BWFTFRE P RIEFE 127,275,906 169,988,599
Other client receivables, net B E X RIEFRE 7,659,835 15,406,023
Broker receivables JE W 48 42 SR 1B 1,781,408 4,407,597
Amounts due from clearing houses JE U 45 & BT F0E 16,327,962 9,761,119
Loan receivables, net FEWE FUFE 175,471,635 151,934,686
Loan interest receivables, net FEWE KA B F R 5,904,030 6,050,158
334,420,776 357,548,182

REXCAPITAL Financial Holdings Limited
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For the year ended 31 December 2004

18. TRADE RECEIVABLES (continued)

Margin client receivables are repayable on demand, bear
interest at prevailing market rates and are secured by clients’
securities listed on the Stock Exchange with a market value
of approximately HK$311,000,000 as at 31 December 2004
(2003: HK$542,000,000). No aged analysis is disclosed for
margin client receivables as, in the opinion of the Directors,
the aged analysis does not give additional value in view of
the nature of business of securities margin financing.

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

Included in the above client receivables as at 31 December
2004 are the accounts of associates of certain Directors of
approximately HK$7,781,000 (2003: HK$12,898,000). The
amounts due from the associates are of similar trading terms
as the other client receivables.

Included in the above loan receivables as at 31 December
2004 is the account of an associate of certain Directors of
approximately HK$9,992,000 (2003: Nil). The amount due
from the associate is of similar trading terms as the other
loan receivables.

The remaining maturity of loan receivables as at 31
December 2004 is as follows:

Notes to the Accounts (continued)
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HE-TTME+-A=+—ALFE

CEACR AR (58

ERFTFEEFPRIEARRIZEEREE KE
BTG H R B WA RFREB AT L2
BEEH ZEEHFN_ZTTMF+=-_A=
+—H2ZMm{E#311,000,0008 T (=2 Z
=% :542,000,000870) -HREER AT
FREFMEEBHEEMS REROIMER
TR BARTEREEKAFREFPHIBZE
B AT E Ko

&M EL At 5 B RO R AR A2 TR e JE WA
ERRAEARR SRR —EMRAAEE M
ZERIERER G DR B0K

R —EENF+ A =+—HBZEK
BEREFHREREERETESF2HEALTZ
BEX#7,781,0008 T (Z 2T = F:
12,898,000/ 7T ) ~ FE W B B8 A + 2 SRIBFR
BMAZXSGEFEAEMEF EUGRIERE -

LR —EENF+_A=+—H2Z2ERK
BERBERNETESES 2 HEALIZER
499,992,000/ T (Z 2T = F - &) o JE I

BALZFREMMER 2R B IGFEBEAME
WERBE-

R-EEMFE+_RA=+—H Bl EH&
TZFEHMT:

The Group
rEE

2004 2003
—sEng —TE=4
HK$/% 7T HK$/7% 7T
Three months or less =EAHNUR 53,361,420 38,816,295
One year or less but over three months —% A NME=1E 8 A £ 122,110,215 113,118,391
175,471,635 151,934,686

il 4% 4 W

61



62

Notes to the Accounts (continued)
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For the year ended 31 December 2004
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19.

20.

21.

BE-TEME+-_A=+—BLEE

N\

OTHER INVESTMENTS 19. HAh# &
The Group
rEE
2004 2003
—ggng —wE=f
HK$/5% 7T HK$/% 7T
Listed securities in Hong Kong, BEELEMES
at market value BmE 22,928,294 34,560
BANK BALANCES AND CASH 20. #1745 fr M Bl &
The Group The Company
xEE N
2004 2003 2004 2003
—EEMNF —ET=4 —EENF —EE=fF
HK$/7% T HK$/7% 7T HK$/3& 7T HK$/7% 7T
Bank balances IRITH 5
- general accounts ——RERF 8,557,707 28,305,263 14,498 45,655
- segregated accounts —BYERP 65,342,351 61,298,590 - -
Cash in hand FHERE 27,912 23,500 - -
73,927,970 89,627,353 14,498 45,655
TRADE PAYABLES 21. EAT IR K
The Group
rEE
2004 2003
—ggng —wE=f
HK$/3% 7T HK$/% 7T
Margin client payables ENAREPRIE 18,550,425 28,363,543
Other client payables JERT B A% P 5RIA 60,177,437 64,750,520
Broker payables FE S 48 42 SRR 113,975 196,332
78,841,837 93,310,395

Margin client payables and other client payables are
repayable on demand and bear interest at prevailing market
rates. No aged analysis is disclosed for margin client
payables and other client payables as, in the opinion of the
Directors, the aged analysis does not give additional value
in view of the nature of business of securities margin
financing and broking.

The settlement terms of broker payables are one or two
days after the trade date. The age of these balances is
within 30 days.
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Notes to the Accounts (continued)

AR H AR (%)

For the year ended 31 December 2004 B EZE_TTHWNF+_A=+—HILtFE

22. SHARE CAPITAL 22, A
Authorised
EE
Ordinary shares of Ordinary shares of
HK$ 0.01 each HK$ 0.1 each
EREHECOIBIZEER EREEIIBT2ETER
Number of Number of
shares HK$ shares HK$
& 17 1 B BT &1 & B & T
At 1 January 2003 R-EE=F—F—H - - 2,000,000,000 200,000,000
Capital restructuring A EA 20,000,000,000 200,000,000 (2,000,000,000) (200,000,000)
At 31 December 2003 and ~ RZTEE=F+ZA=+—HK
at 31 December 2004 —EEMFE+-_A=1+—H 20,000,000,000 200,000,000 - -
Issued and fully paid
ERTRAR
Ordinary shares of Ordinary shares of
HK$ 0.01 each HK$ 0.1 each
EREEOIBIZEER EREEIIBT2EER
Number of Number of
shares HK$ shares HK$
& 17 1 B BT &1 & B &
At 1 January 2003 R-EE=F—HF—H - - 600,000,000 60,000,000
Capital restructuring BAER 3,000,000,000 30,000,000 (600,000,000)  (60,000,000)
At 31 December 2003 and ~ RZEE=F+ZA=+—HK
at 31 December 2004 —EEMFE+-_A=1+—H 3,000,000,000 30,000,000 - -
Note: B 7 -
By a special resolution passed on 29 December 2003, a capital restructuring E-—TER-EE=F+ A=t NhEHRBZEIAS
was undertaken on 30 December 2003 which involved: HRAEFEHER _ZE=FF+ A=+ H#ET &
s
()  share subdivision on the basis that every one issued ordinary share of () TBARBRBREAFEREEOAEITZEEITEBR
HK$0.1 each in the capital of the Company was subdivided into five B-RFAAAREREEC2ETZRN 2 &
shares of HK$0.02 each; EETRD D
(i) the nominal value of each of the subdivided shares was reduced from iy BHAFHBREVITRMHZEHMXIK0.01BT
HK$0.02 to HK$0.01 each by cancelling HK$0.01 paid up on each 18 &R D A 2 E{EH0.027 T E£0.018 T e
issued share. The credit of HK$30,000,000 arising in the books of the A % 2 1R i 2 4 2 30,000,000 7T 7 A A 5] B8R
Company from such capital reduction was credited to the contributed BESFAZEHMRBBIEAR (MiF24) &

surplus account (note 24); and

(iiiy  every ordinary share of HK$0.1 each in the unissued share capital of (i)  ARBRETRAREGREEIB T2 LBRIF
the Company was subdivided into ten shares of HK$0.01 each. MAETRERMEMEC.O1EITZRMD-
T 7% 4 8 TR AT PR A ) 6%

SRR R



Notes to the Accounts (continued)
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For the year ended 31 December 2004

23. SHARE OPTION SCHEME

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

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

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

The maximum number of shares which may be issued upon
exercise of all share options to be granted under the Scheme
and any other share option scheme(s) of the Company must
not exceed 10% of the issued share capital of the Company
on the date of approval and adoption of the Scheme
provided that the Company may at any time seek approval
from its shareholders to refresh the limit to 10% of the
shares in issue as at the date of approval by the shareholders
in general meeting where such limit is refreshed. Share
options previously granted under any share option scheme(s)
of the Company (including those outstanding, cancelled,
lapsed in accordance with such schemes or exercised share
options) will not be counted for the purpose of calculating
the limit as refreshed.
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For the year ended 31 December 2004

23. SHARE OPTION SCHEME (continued)

The total number of shares issued and which may fall to be
issued upon exercise of the share options granted under
the Scheme and any other share option scheme(s) of the
Company (including exercised, cancelled and outstanding
share options) to each eligible participant in any 12-month
period up to and including the date of grant shall not exceed
1% of the shares in issue as at the date of grant. Share
options granted to substantial shareholders or independent
non-executive directors in excess of 0.1% of the Company’s
issued share capital on the date of grant or with a value in
excess of HK$5,000,000 must be approved in advance by
the Company’s shareholders.

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

The Company made an offer for the grant of share options
to certain eligible participants on 11 December 2003,
150,000,000 share options at a subscription price of
HK$0.138 per share were accepted and granted on 3
January 2004, 30,000,000 share options of which were
lapsed during the year and 30,000,000 share options of
which were lapsed on 31 January 2005. The remaining share
options are exercisable during the period from 3 January
2004 to 2 January 2014,

23. M B RE R # (%8)

Notes to the Accounts (continued)
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Notes to the Accounts (continued)
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For the year ended 31 December 2004 HZE_ZTZTNF+_A=+—HILFE
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24. RESERVES OF THE COMPANY

66

24, RN A 2 A6t

(Accumulated

Share losses)/ Contributed
premium retained profit surplus Total
(BitwE)

R EE 1R B % R BEHR% @it

HK$/7%8 7T HK$/7%8 7T HK$/7%8 7T HKS$/7% 7T

At 1 January 2003 R-_EZ=F—F—H 43,651,967 (88,456,397) 214,938,109 170,133,679
Capital restructuring PN

- notes (i) & (ii) — B (i) R (i) (43,651,967) 88,985,546 (45,333,579) -

- note 22 (i) — Bt 55 22(i) - - 30,000,000 30,000,000

Profit for the year RF B A - 2,924,811 - 2,924,811

At 31 December 2003 RZEZE=F+=-A=+—H

Loss for the year KEEEBE

- 3,453,960 199,604,530 203,058,490

~ (33,326,674) - (33,326,674)

At 31 December 2004 R-ZZEEMFE+=-A=+—AH

- (29,872,714) 199,604,530 169,731,816

Notes:

Pursuant to a special resolution passed on 29 December 2003,

(U]

(i)

the amount of share premium account was reduced to zero and the
credit arisen was transferred to the contributed surplus accounts; and

an amount of HK$88,985,546 standing to the credit of the contributed
surplus account was applied to offset against the accumulated losses.

Under the Company Act 1981 of Bermuda (as amended),
the contributed surplus account of the Company is available

for distribution. However, the Company cannot declare or

pay a dividend, or make a distribution out of the contributed

surplus, if:

(a)

the Company is, or would after the payment be, unable
to pay its liabilities as they become due; or

the realisable value of the Company’s assets would
thereby be less than the aggregate of its liabilities and
its issued share capital and share premium account.
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Notes to the Accounts (continued)
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For the year ended 31 December 2004 B EZE_TTHWNF+_A=+—HILtFE

24. RESERVES OF THE COMPANY (continued) 24. RN Z A (4D
In the opinion of the Directors, the Company’s reserves BEERE ARRAREERATHIIERTFRE
available for distribution to shareholders as at the balance ZREBEIT

sheet date were as follows:

2004 2003
—sEng —Te=4

HK$/3%8 7t HKS/3% &

Contributed surplus EHRBH 199,604,530 199,604,530
(Accumulated losses)/retained profit (2B RE%F (29,872,714) 3,453,960

169,731,816 203,058,490

25. RETIREMENT BENEFIT SCHEME 25. B AKAE F 51 &
The Group operates the MPF for all qualifying employees. rEBEZEBAEREELHBRES-EE
The retirement benefit costs charged to the profit and loss @SR RN BR KA - BAR S BIRREE
account represent contributions payable to the scheme by IR ELERAI N 2B -ZTEEERRK
the Group at rates specified in the rules of the scheme. The EERHMEESH THABETIATEZ
assets of the scheme are held separately from those of the EEAo

Group in an independently administered fund.

26. CONTINGENT LIABILITIES 26. R AME
The Group y: 'YL
At 31 December 2004, the Group has no significant AZEENF+_A=+—H AEEUE
contingent liabilities (2003: Nil). EAIRBBE(ZZTZT=F 8\)
The Company y: /|
The Company has issued unlimited corporate guarantees to RAAREHMEANBARME—REEM
banks to secure general facilities granted to two subsidiaries. BITHHERFEZARER-R_EZWF
The facilities utilised by the subsidiaries as at 31 December +ZA=+—RH WEBAREHAEEELD
2004 amounted to approximately HK$206,000,000 (2003: 206,000,000/ &t ( Z & & = F :
HK$128,000,000). 128,000,000/ 7T ) °

1 45 4 28 AT LS 7D 67
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Notes to the Accounts (continued)
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7. COMMITMENTS 27. R
The Group A
At 31 December 2004, the Group’s future aggregate RZZEZEWEF+ZA=+—H XxEERE
minimum lease payments under non-cancellable operating TAMEEEHORN 2 RRKEHE &
leases are payable as follows: R
The Group
TEE
2004 2003
—sEnE —ET=f
HK$/7% 7t HK$/7%& 7T
Land and buildings T REF
Within one year —F R 3,982,268 3,946,217
In the second to fifth year inclusive E_EZFRF (REEEMTF) 9,368,991 12,468,332
13,351,259 16,414,549
The Group leases office premises under operating leases. AEERBEERNVERANAE mMzER
The leases run for an initial period of one to six years. The HWMH B —ERNFAE W ABEEMK
leases do not include any contingent rentals. FaYisis )
The Company y: /N |
At 31 December 2004, the Company did not have any RZEZEWUF+A=+—HB XAFLE
commitments under non-cancellable operating leases (2003: AR HECEHNORTE 2 EZE (ZTE
Nil). =)
Other than the operating lease commitments, the Group RELHDIN REBRARAR-ZZTEN
and the Company did not have any other capital FTZ A=+ — B WA E At & AR RSE
commitments as at 31 December 2004 (2003: Nil). TET=F )
PLEDGE OF ASSETS 28. & 7 fKL

28.

As at 31 December 2004, listed investments belonging to
clients and the Group with total market value of
approximately HK$305,074,000 and HK$22,859,000
respectively (2003: HK$405,026,000 and nil respectively)
were pledged to a bank to secure overdraft and loan facilities
granted to two subsidiaries.
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Notes to the Accounts (continued)

For the year ended 31 December 2004

m§E§MT »E

ME+—_A=+—RALLFE

HEz—_TZ

29. TRANSACTIONS WITH RELATED PARTIES 29. B AN 38 5
(a) Details of the Group’s significant transactions with the () AEBRAFEZCEATHEEALTE
following related parties during the year are as follows: TZERRZHEHMINT
2004 2003
—EEMF —EE=F
HK$/#% 7t HK$/7%8 7T
Directors: £%:
Commission, fee and interest income 4 & A & F 21 A - 7,914
Associates of Directors: FEHBEAL:
License fee paid for use of premises EfNFRAEEZHF I EE A - 743,219
Commission and interest income REPERBEARER
arising from futures and ZHek
securities trading B A 2,031,815 1,359,348
Commitment fee and interest paid ~ ## & Rk 25 & - 1,796,670
Sub-underwriting fee paid ENSBREER - 140,000

In the opinion of the Directors, including the

independent non-executive Directors, the above
transactions were entered into in the Group’s ordinary

course of business and on normal commercial terms.

During the year, the Group entered into an agreement (b)

with a related company, in which certain Directors of
the Company are directors and one of these Directors
is a beneficial shareholder, to dispose of the
entire issued share capital of REXCAPITAL Financial
Group Limited at an aggregate cash consideration of
HK$229,000,000. The transaction has not yet been

completed up to the date of this report.

EX (BEBYINTES) RAe LM
REEREBRAZTEBTIZ—REIE
1R RAEAT o

RERN AEBE-RARAETES
REESENZEESFEP —ERER
BEMNBEERRIGTIL —EE N
4 3 & X 8 229,000,000/ 7T H &
REXCAPITAL Financial Group Limited
WP BHTRA-BERKRERH
ZIER B ARTHK

16125 6 AP I A IR 24 )
SRR A
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For the year ended 31 December 2004

70

30. POST BALANCE SHEET EVENT

Subsequent to the balance sheet date, a subsidiary of the
Company, REXCAPITAL Finance Limited, was involved in a
civil litigation, in which an injunction order has been made
against the subsidiary to restrain its dealings with payments
amounting to HK$3,930,000 plus any interest earned thereon
received from an associate of certain Directors. The amount
has been repaid to that associate. In the opinion of legal
counsel, it is too early to estimate the outcome of the
litigation. The Directors are of the opinion that the claim has
no basis and the subsidiary will defend the claim and
therefore no provision has been made in the accounts.
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30. &6 A HAZ HIA

REEH®R ARBIZHBARHREESR

RAomES R —BREFRD M EARE
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