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Vision Statement

We are dedicated to adding value for customers, employees, shareholders and
the community through the delivery of total quality financial services.

Mission Statement

We aim to be a global player in the financial services industry, and a leader in

the Greater China region. To achieve this, we will

— always place the interests of our customers first;

— maintain the trust of our customers through our integrity, quality and
professionalism;

— provide innovative solutions, using advanced technology, without losing
sight of our traditional values; and

— develop a culture which fosters innovation, knowledge, communication and
continuous improvement.
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for quality service and innovation. Built

on our solid foundation and unrivalled
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global financial arena, where enormous
investment opportunities abound.
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With the rollout of our new brand,
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to pursue our ambitious goal of
establishing a strong presence in the
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leader in the Greater China region.
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Corporate Information
NEIER

General Information

Executive Directors
WONG Shiu Hoi, Peter
LI Jianguo

LIN Yong

LEE Yiu Wing, William
CHAN Chi On, Derek
POON Mo Yiu, Patrick

Deputy Chairman and Managing Director
Deputy Chairman
Joint Managing Director

Non-executive Directors
LI Mingshan Chairman
JI'Yuguang

WU Bin

CHEN Chungian

CHENG Chi Ming, Brian

Independent Non-executive Directors
MAN Mo Leung

TSUI Hing Chuen, William

LAU Wai Piu, Bill

Company Secretary
LI Tung Wing, Mike

Internal Auditor
LAU Chi Keung, Sammy

Place of Incorporation
Incorporated in Bermuda with limited liability

Registered Office

Clarendon House

Church Street, Hamilton HM 11
Bermuda

Principal Place of Business
25th Floor, New World Tower
16-18 Queen's Road Central
Hong Kong

Website
Homepage: www.htisec.com
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Corporate Information
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External Auditors
PricewaterhouseCoopers

Legal Adviser in Hong Kong
Woo, Kwan, Lee & Lo

Legal Adviser on Bermuda Law
Conyers Dill & Pearman

Principal Share Registrars and Transfer Office
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China Construction Bank (Asia) Corporation Limited
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Corporate Information
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Financial Highlights

I RE

18 months 18 months
ended ended
31 December 30 June Percentage
2010 2009 change
HZE20105F HZE2009F increase
12A31H 6H30H SHEIL
1E181E A 1E181E A &
For the period end BZEHR
Revenue (HK$'000) WA(FETT) 1,459,935 1,084,604 35
Net Profit (HK$'000) A (FET) 345,795 188,974 83
At the period end ZHR
Shareholders’ Funds (HK$'000) BRE2(FHET) 2,170,580 1,925,464 13
Total Assets (HK$'000) BEE(TAT) 11,412,151 8,904,160 28
Number of Shares in Issue BEITRMHEE 715,032,706 706,448,228 1
Per share B
Basic Earnings Per Share (HK Cents)  &REARZEFMGEN) 48.80 27.61 77
Diluted Earnings Per Share (HK Cents) &R#:EEM GEL) 48.68 27.59 76
Dividend Per Share (HK Cents) BB (B 24 13 85
NAV Per Share (HK$) BREEFEET) 3.04 2.73 11
Share Price (B
- High (HK$) —& (BT) 7.39 5.44 36
- Low (HK$) —1& (B7T) 2.09 0.88 138
Financial ratios =R
Gearing Ratio BEARABER
- Borrowing to Total Assets —BEHEEE 0.26 0.25 4
- Borrowing to NAV —fEEEEEFE 1.37 1.13 21
Return on Total Assets (%) 484 = 0] 3R (%) 3.03 2.12 43
Return on Shareholders’ Fund (%) f& & & B3R (%) 15.93 9.81 62

Haitong International Securities Group Limited ¢ Annual Report 2009/2010



Corporate Structure

EELZEE

HAITONG INTERNATIONAL SECURITIES GROUP LTD.
HEERRESZEEARAT

Major Subsidiaries

FTEHELQT

Asset and Wealth
Management

BEERMEERE

Corporate
Finance

EME

Financial
Services

TR

Management
and Consultancy
Services

B K 5 R AR

Strategic and
Other Investments

KM RAMERE

HaiTong Asset
Management (HK) Ltd.
THREEEE
(BH)ERAR

Hai Tong Capital (HK) Ltd.

BEERE (FR)BRAR

Haitong International
Bullion Ltd.
TR e AR AR

Haitong International
Information Systems Ltd.
BB E A RS
BRAR]

iT Technology
(Shenzhen) Co. Ltd.
SERERMEHR
CRINER AR

Haitong International
Asset Management Ltd.
BB EEER
ARAR

Haitong International
Capital Ltd.
BB EARFRAR

Haitong International
__ Finance Co. Ltd.
sl p e NG

Taifook Investment
Consultancy
(Guangzhou) Co. Ltd.
AABIRE 7 AR
(BMBERAT

Prosper Ideal Ltd.
BEBRAR

Haitong International
Consultants Ltd.
TRERR R AR A

Haitong International
Immigration
Consultants Ltd.
BB R
BRATE

Haitong International
Investment
Managers Ltd.
TERBIR IR A 43R
ARAR

Haitong International
Wealth Management Ltd.
s el S liped sy
BRAT

Haitong International
\ Futures Ltd.
HRERAEAR AR

Taifook Investment
Consultancy
(Shanghai) Co. Ltd.
AR E A AR
(E8)ERAT

Haitong International
Investment Services Ltd.
TR BRI E IR
AIRAR

Haitong International
Management
Services Co. Ltd.
SR ER AR
BRAR

Haitong International
On-line Services Ltd.
TERBRE 48 RS
BRAF]

Haitong International
Research Ltd.
R Bl & KA 7T
BRAR

Haitong International
Securities Co. Ltd.
TRBIRE AR AR AT

Haitong International
Securities Nominees Ltd.
TEREIRE A RIEA
ARAT

Note: This chart is a simplified corporate structure chart, some intermediate companies are not shown.
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Maximizing
future opportunities
with visionary foresight



Chairman’s Statement

Business Review

As reported in our second interim report covering the
12 months ended 30 June 2010, the financial year end
date of the Company and its subsidiaries has been
changed to 31 December effective from 2010. We are
pleased to report that the Group achieved a net profit
attributable to shareholders of HK$345.8 million for the 18
months ended 31 December 2010, compared to HK$189
million for the corresponding 18 months ended 30 June
2009.

The Hong Kong market encountered several rounds of
volatility over the period under review. Performance for
our first interim period reflected a strong rebound of the
local market which began from the late second quarter of
2009 amid stabilizing economic conditions and optimistic
signs of economic recovery from the global financial
downturn following stimulus plans introduced by the
US and Chinese governments coupled with improving
corporate earnings. The Hong Kong economy especially
the properties sector and the equities market also
benefited from a strong liquidity inflow into the region.
Both property prices and the equity indexes picked up
significantly when compared against the pre-crisis levels.

During the first half of 2010 which covered the reporting
period for our second interim results, stock markets
initially continued to perform well following the rallies
in 2009. Since then, the sovereign debt crisis in the
Eurozone kindled by the deteriorating fiscal conditions
and immense budget deficits for a number of European
countries started to affect the global markets. The local
market suffered unavoidably from adjustments to the
stock prices as investor sentiment became suppressed
by worries over repayment capability and intensifying of
the structural problems, despite bailout plans announced
by the Eurozone finance ministers and the International
Monetary Fund. The tightening measures set by the
Mainland Government to cool down property prices
and control liquidity supply in the banking sector further
impacted the local equities market. The HSI reached
a trough of 18,985 in May 2010, or a 13% downward
adjustment from the 2009 year end level.

Haitong International Securities Group Limited ¢ Annual Report 2009/2010
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Chairman’s Statement

There was an obvious rebound in the local market after the
third quarter of 2010, especially following announcement
by the US Federal Reserve of the second round of
guantitative easing and indications of improving economic
outlook and financial data. Property stocks benefited
from rising property prices and satisfactory results of land
sales. In November, HSI reached the peak level of 24,964
for the entire 2010. However, as we moved towards the
end of the year, market sentiment was again impacted
by uncertainties and speculation clouding the Mainland
Government policies on monetary tightening to control
inflation and further measures to curb the overheated
property market. The tensions on the Korean Peninsula
also added volatility to the markets, despite that the
impact to the local market was relatively mild.

Overall, the local stock market achieved a stable and
moderate growth in 2010 over the previous year with
average daily turnover amounting to HK$69.1 billion,
11% higher than the 2009 comparative. Total market
capitalization reached HK$21.1 trillion at the end of
2010, representing a yearly increase of 18%. Funds
raised through initial public offerings broke a record high
of HK$445 billion; an increase of almost 80% when
compared with the total amount raised of HK$248 billion
in 2009. This ranked Hong Kong the largest IPO centre
worldwide in 2010.

The economic cycles had a certain degree of influence on
our business performance but we managed to achieve
an overall remarkable result for the entire 18 months as
compared with the corresponding financial period with
earnings per share increased from HK27.6 cents to HK48.8
cents. Shareholders’ fund grew by 13% over the period
to a total of HK$2,170.6 million as at the end of 2010.
Our Board has proposed a final dividend of HK8 cents
per share, which is expected to be payable on or about
27 May 2011. Together with the total interim dividends of
HK16 cents per share already paid, total dividend payable
for the 18 months ended 31 December 2010 amounts to
HK24 cents per share, in consistency with the Group's
dividend policy to maintain a payout ratio of approximately
50% of net attributable profit.

Haitong International Securities Group Limited ¢ Annual Report 2009/2010

Prospects

Following a challenging 2010 with deep fluctuations in
stock prices, market volatility is expected to persist for at
least the first half of 2011 as market sentiment will likely
remain mixed with positive and negative news. Economic
outlook and pace of recovery in the US and development
of the Eurozone debt crisis will continue to pose concerns
for the investors but economic data recently released
are indicative of an improving trend. Given Hong Kong's
close links to China, major moves in the Mainland will
have a direct impact on the Hong Kong market. Strong
earnings growth in Mainland enterprises on the back of
a positive economic outlook and an anticipation for RMB
appreciation will benefit the equity market and funds
will continue to be attracted to Hong Kong for investing
into the fast growing Mainland market. Given the low
interest rate environment and the continuing influx of
liquidity, pressure on upward movement of asset prices
will continue to exist, with controlling the pace of inflation
a major challenge to China. In the short term, the stock
market will be affected by worries over the possibility of
further interest rate rise in the Mainland. Hong Kong and
China equities will experience a certain degree of volatility
but we believe that the upside potential should outweigh
the negative factors in the long run, resulting in a positive
perspective for investment opportunities.

Over the course of 2010, we completed the business
combination of the entire Hong Kong operations with our
parent company smoothly, thanks to the contribution from
our dedicated colleagues. In November, we launched
the rebranding of our new corporate identity to take on
a mission to becoming one of the leading international
financial institutions and a leader in the Greater China
Region. We believe we have established a strong
foundation integrating our teams of experienced and
talented professionals on the support of a comprehensive
range of flawless platforms to pursue our business
objectives.



Chairman’s Statement

In August 2010, we set a new milestone in the asset
management industry by successfully launching the
first RMB denominated global fixed income fund in
Hong Kong. Building on a head start, we will continue to
work vigorously on developing more RMB-denominated
products to satisfy their fast growing demand. Although
there has been a delay in launching of the mini-QFlI
program, the general expectation is optimistic at speeding
up of an official announcement of the scheme soon
by the Chinese Government. The extension of trading
session for the local market in closer alignment with
practices in the Mainland and other developed markets in
two phases, beginning from 7 March 2011, will enhance
Hong Kong market competitiveness and will certainly
benefit the securities industry as a whole by boosting
transaction volume and commission income. Supported by
strong liquidity in the region and with China’s prominent
economic growth as a backdrop, 2011 outlook for the IPO
market remains positive. While China related companies
seeking floatation overseas to grow their business will
continue to dominate in Hong Kong's new listings in terms
of both number and capital amounts to be raised, there is
a rising trend for overseas companies applying listing in
the Hong Kong Stock Exchange. SMEs seeking funds to
expand business also view the local market the preferred
platform as their starting point for international reach. The
rapid increase in the magnitude of RMB deposits in Hong
Kong, driven by expectation for appreciation of the RMB
has helped to enhance the liquidity pool for launching
Yuan-denominated products. The impending listing of
the first RMB-denominated IPO will certainly set a critical
milestone for the future development of the IPO market.

Despite the likelihood of market volatility continuing to
affect investment sentiment, there are strong drivers
derived from China's fast and vigorous economic
development benefiting the financial industry in both
markets. The Group with its solid foundations and support
from the parent company will be in the forefront to pursue
these business opportunities. | am entirely confident in
the future prospects of the Group and delivery of an even
more encouraging result in 2011.

LI Mingshan
Chairman

Hong Kong, 16 March 2011

Haitong International Securities Group Limited ¢ Annual Report 2009/2010
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Managing Director’s

Review of Operations

The period under review marked several important
corporate milestones for the Group. Haitong Securities
Co., Ltd., one of the leading securities companies in
Mainland China with its shares listed on the Shanghai
Stock Exchange, became our ultimate controlling
shareholder and following that the entire Hong Kong
operations of Haitong Securities were successfully
integrated with those of the Group. This further reinforces
the Group as one of the leading non-bank financial
institutions in Hong Kong. Our ambition to establish
ourselves as a leader in the Greater China region and
to extend our footprints in the international market was
clearly demonstrated by the corporate rebranding of the
Group to "Haitong International”.

Throughout the last decade, the Group has been
expanding its presence on the Mainland. Following the
acquisition and merger, our links with the parent company
and its strong support will definitely place us in a more
competitive position to catalyze growth of our China
businesses. Our diversified business model which is in
concordance with that of our parent company remains
unchanged. We continue to provide a comprehensive

Haitong International Securities Group Limited ¢ Annual Report 2009/2010

Review

range of products and services to our customers in three
core areas covering agency broking, corporate finance and
asset management.

In order to strengthen our capability as a leading financial
service provider of investment products and solutions,
we believe in and emphasize the importance of staff
learning and growth by deploying focused resources
on recruitment, training and development. We are also
committed to a continuous upgrade of our system
platforms and quality assurance to provide the most
preferred trade and settlement services to our customers.
While cost mitigation measures introduced in response to
the global financial crisis contributed to certain cost saving
and hence a relatively lower cost base for the previous
financial period, total operating expenses excluding
finance costs in the amount of HK$1,081 million for the
18 months ended 31 December 2010 which was inclusive
of the additional operating overhead due to the business
combination was 22% higher as compared against the
corresponding period.



Managing Director’s Review

The Group is fast expanding its business scale and
coverage. The investment in manpower asset especially
talented professionals and infrastructure is in the best
interest of our stakeholders and will eventually contribute
to a long term sustainable growth of the Group. In fact,
our operation philosophy by always placing the highest
priority on meeting customers’ expectation and taking
care of staff development returns in not just reflection in
the bottom line but also public and industrial recognition in
the form of awards of various kinds repeatedly granted to
us. In particular, we have been named as the best equity
house in Hong Kong by numerous international, Mainland
and local institutions for 11 consecutive years.

Contribution from our respective business segments for
the financial period were mixed but were generally above
their comparative amounts.

Broking

The Group's broking business offers a wide array of
financial products and services for both the local and
overseas markets. Contributing 55% of total revenues, the
division recorded a 13% increase in operating revenue to
HK$803.9 million and a 17% rise in net profit to HK$171.2
million for the period under review. The number of new
clients opening accounts with us also hit a record high
of almost 30,000 bringing the total number of clients
on record approaching 150,000 at the end of December
2010. In January 2011, in addition to our existing retail
network of 12 branches (including the Macau Branch), we
soft-opened our flagship branch at a convenient location
in Central to better serve our customers, with the grand
opening scheduled at the end of March 2011. In view
of the increasing demand for online trading, we will also
open a service centre soon in each of the Kowloon side
and Hong Kong Island to promote usage of our trading
platforms and the wide range of products that can be
traded online; including the online US stock trading service
and the revamped forex and bullion system launched
during 2010. The coverage of our online trading services
has also been extended to overseas investors in quite
a number of countries within Asia by collaborating with

securities firms operating in those markets. During the
period, our focus on agency broking extended beyond
retail customers to a variety of sizable institutional clients
from both China and the overseas, such as the China
Social Security Funds, etc., by significantly increasing
and upgrading our sales force and the execution teams.
We expect contribution from institutional sales will grow
progressively over time in terms of both market share
and commission revenue. We hosted large-scale investor
conferences successfully by aligning the fund houses
from the Mainland and overseas with listed corporates
and will continue to organize similar events in light of their
wide acceptance.

Corporate Finance

The division reported a 117% increase in revenue to
HK$156 million for the 18 months period when compared
with the corresponding period. Profit contribution totaled
HK$63.6 million, representing an increase of over
4 times. The strong revival in initial public offerings and
secondary share placement transactions during the
second half of 2010 helped to boost fee income for the
division. In October 2010, we sponsored the H-share
listing of Xinjiang Goldwind Science & Technology Co.,
Ltd. (a leading manufacturer of wind turbine generators)
on the Hong Kong Main Board, and assisted the company
to raise approximately HK$8.2 billion, being the second
largest H-share IPO project in Hong Kong during 2010.
During the same month, we also sponsored the listing of
Great Harvest Maeta Group Holdings Limited, a company
principally engaged in chartering of vessels, with total
capital raised in the amount of HK$260 million and the
public offer portion over-subscribed by 307 times. In
addition, throughout the period, we acted as underwriter
for 31 IPO transactions and participated in 62 financial
advisory projects, while we were retained as compliance
advisor for 14 listed companies. Working on a strong
pipeline of IPO deals are potential sponsorships covering
sectors in manufacturing of various kinds of consumer
products, mining, natural resources and financial services
with the majority expected to be listed within the year.

Haitong International Securities Group Limited ¢ Annual Report 2009/2010
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Managing Director’s Review

Margin and Other Financing

The Group’s margin financing activities had a remarkable
performance during the period under review. Total
advances to customers recorded a sharp increase from
HK$1,726.7 million as at 30 June 2009 to HK$4,375.6
million as at the end of December 2010, representing
a surge of 153%. Impairment on our loan book was
almost inexistent, as exposures were effectively
monitored under our credit control policies. As a result,
total revenue moved up by 68.8% to HK$297.8 million
over the 18 months period. Demonstrating customers’
trust on the Group, deposit held on behalf of customers
rose significantly from HK$3,661.9 million as at 30 June
2009 to HK$5,158.6 million as at 31 December 2010,
representing an increment of 41%. Under a low interest
rates environment, bank interest income on cash deposits
did not however increase by the same extent relative
to the size of the deposits. Net earnings contribution
as a whole from margin and other financing activities
amounted to HK$113.2 million, an increase of 16%.

Other Investment Services and Activities

The performance of the Group's asset management and
wealth management division was less satisfactory as for
the most part of the period under review, the operating
environment for the businesses remained difficult and yet
to resume to the position before the market downturn
triggered by the Lehman Brothers' failure. The difficulty to
match fund performance against the previous high water
marks created a big challenge to generate performance
fee income, while restoring investors’ confidence in
wealth management products still left much to be done
for the industry. Nevertheless, we managed to pioneer
launch of the Haitong Global RMB Fixed Income Fund, the
first of its kind in Hong Kong with satisfactory subscription
results. During the period, we also added manpower to
the asset management team and upgraded the portfolio
management system platform in preparation for extending
our business model to launch a variety of new products.
The Group's wealth management division assumed new
business initiatives by introducing fee based investment
management services with initial customer response
fairly positive and setting up a consultancy company

Haitong International Securities Group Limited ¢ Annual Report 2009/2010

under the Hong Kong Capital Investment Entrant Scheme
which together with our financial advisory and trade
execution services provides a one-stop platform for the
convenience of clients. The suspension of real estate
investment as an approved investment asset under the
scheme as announced by the Government in October
2010 will benefit the entire financial services and wealth
management industry in Hong Kong.

Trading and investment activities for the 18 months ended
31 December 2010 had a positive contribution to net
earnings of HK$56.9 million. This contrasted sharply with a
net deficit of HK$54.9 million for the corresponding period
when the global financial markets were badly affected
by the downturn caused by the collapse of banks and
financial institutions in the U.S..

Future Plans

In 2011, we will celebrate the Group’s 38th anniversary.
In conjunction with this, we are delighted to announce
that our new data centre which is a leased facility and
had been under preparation for more than one year
commenced operation officially in February 2011. The data
centre, which is equipped with the best-in-class facility at
global standards and running on the latest data processing
technologies with the highest assurance of performance
stability and data security, will facilitate and safeguard the
rapid growth in business volume. In addition, within the
second quarter of the year, we will complete revamping
of the back end securities settlement system which
forms part of the entire trading and settlement platform
developed under our proprietorship. The integrated
system features a powerful engine with significantly
enhanced capacity and functionalities to cope with
business expansion at a scale far above the existing level.

The business combination with our holding company
consolidates our respective strong foundations. Fueled
with the momentum and together with the full support
from the ultimate parent company, we expect to be able
to achieve breakthrough in each of our core businesses.



Managing Director’s Review

Apart from acquiring more sponsorship mandates
for IPO listings, and targeting at sizable fund raising
opportunities, our corporate finance division will actively
seek participation in mainland related investment banking
projects such as RMB denominated IPO offerings and
bond financing, cross border merger and acquisition
transactions as well as A+H equity raising initiatives. In
Asset Management, we will devote dedicated resources
to develop innovative products to attract investors and to
look for cooperation with suitable business partners so
as to grow asset under management by a large extent.
For agency broking and third party execution services, we
will strive for a larger market share through acquisition
of new accounts and further promotion of our products
and services. We will also pursue opportunities to launch
structural products under our own brand.

The fulfillment of these business plans requires the
cohesive efforts of both our frontline colleagues and the
middle to back end support teams. In this connection,
the strengthening of customer services especially in
facilitating opening of new accounts and handling of
customer enquires of any kind, information technology
support and research coverage in support of our China
business development, institutional sales, corporate
finance and asset management will be given the focused
priority. In preparation for our playing an active role in
RMB related business, we will collaborate with our partner
banks in various perspectives to secure source of funding
for RMB and distribution channels for the related products.

As we transform ourselves to become a leading player
in the Greater China Region and in the international
market, we will stay focused at tackling challenges
to be encountered and grasping all possible business
opportunities to bring the Group to the next horizon.

Finally, | would like to take this opportunity to thank our
staff for their dedication, commitment and contribution at
all times in the past and look forward to their continued
support again in the years ahead. | would like to extend
our appreciation to our shareholders and stakeholders for
their unwavering support and involvement without which
the success of the Group would not have been possible.

WONG Shiu Hoi, Peter
Deputy Chairman and Managing Director

Hong Kong, 16 March 2011
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Financial Review

Financial Performance

Revenue

Revenue of the Group for the 18 months ended 31 December 2010 was HK$1,459.9 million (18 months ended 30 June
2009: HK$1,084.6 million). A summary of the revenue from different operations of the Group is set out below:—

For the For the
18 months 18 months
ended ended
31 December 30 June
2010 2009
HK$'000 % HK$'000 %
Securities dealing and broking 591,720 40.5 532,757 491
Futures dealing and broking 199,822 13.7 167,419 15.4
Interest income 297,830 20.4 176,461 16.3
Corporate finance and advisory 155,711 10.7 71,789 6.6
Bullion contracts dealing 12,342 0.8 12,662 1.2
Income earned from the provision of nominee and
custodian services 29,049 2.0 22,693 2.1
Fund management 24,419 1.7 26,762 2.5
Gain/(loss) from proprietary trading 64,296 4.4 (23,336) (2.2)
Income from leveraged foreign exchange trading, net 29,912 2.0 26,857 2.5
Commission income from the provision of financial
planning and advisory services 54,834 3.8 70,540 6.5
1,459,935 100.0 1,084,604 100.0
Analysis of 2010 Revenue Analysis of 2009 Revenue
(For the 18 months ended 31 December 2010) (For the 18 months ended 30 June 2009)
2% ©3.8% ®25% ©6.5%
4.4% \‘J (2.2)%*
01.7% ®25%
2% —\\ ©21% ﬂ‘
008% ®1.2% j
©10.7% ©6.6% ‘ ©49.1%
0405% @ 16.3%
020.4%
‘—.13.7% ©15.4%
@ Securities dealing and broking @® Futures dealing and broking @® Interestincome
® Corporate finance and advisory @® Bullion contracts dealing ® Income earned from the provision of
® Fund management Gain/(loss) from proprietary trading nominee and custodian services
® Income from leveraged foreign exchange ® Commission income from the provision of
trading, net financial planning and advisory services

* Negative percentage figure not shown in the chart.
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Operating Expenses
Total Operating Expenses for the 18 months ended 31 December 2010 was HK$1,118.1 million (18 months ended
30 June 2009: HK$948.9 million). An analysis of these expenses are as follows:

For the For the
18 months 18 months
ended ended
31 December 30 June
2010 2009
HK$’000 % HK$'000 %
Salaries and allowances, bonuses and pension scheme
contributions 439,213 39.3 349,099 36.8
Commission to accounts executives 252,410 22.6 223,347 23.6
Finance costs 39,194 35 35,401 3.7
Depreciation 49,370 4.4 42,295 4.5
Other operating expenses 339,962 304 274,641 29
(Gain)/loss on re-measurement of assets/liabilities
classified as held for sale (2,023) (0.2) 24,132 2.5
1,118,126 100.0 948,915 100.0
Analysis of 2010 Expenses Analysis of 2009 Expenses
(For the 18 months ended 31 December 2010) (For the 18 months ended 30 June 2009)
0(0.2)%" 02.5%—i

©30.4% ©29%
039.3% 036.8%
(o)
'4'4/‘)4‘ ©4.5% —'
®3.5%
022.6% 23.5%
y °  @37% @22.97
@ Salaries and allowances, bonuses and @® Commission to account executives @® Finance cost
. h e
pension scheme contributions © Other operating expenses ® (Gain)/loss on re-measurement of assets/

® Depreciation N -
P liabilities classified as held for sale

*  Negative presenting figure not show in the chart
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Salaries and allowances, bonuses and pension scheme
contribution increased by 25.8% during the period, mainly
attributable to increase in manpower, incentives and
bonuses paid.

Commission to accounts executives increased due to
increase in business turnover.

Finance costs increased due to increase in advances to
customers as well as increase in bank borrowings, which
are mainly used for financing.

Depreciation increased by 16.7%. The higher depreciation
charge was due to capitalization of the development cost
of the new front and back office system.

Other operating expenses rose 23.8% mainly due to
expenses incurred in the Group’s rebranding program and
increase in maintenance cost of the front and back office
system.

Certain investment funds of the Group have been
classified as held for sale and carried at the lower of their
carrying amounts and fair value less costs to sell. The
resulting gain/loss on re-measurement is recognized in the
consolidated income statement.

Net Profit Attributable to Shareholders

Net Profit Attributable to Shareholders for the 18 months
ended 31 December 2010 was HK$345.8 million, as
compared to HK$189.0 million for the 18 months ended
30 June 2009.

Treasury Policies

The Group generally finances its operations with internally
generated cash flow, bank borrowings and unsecured
term loans from independent third parties. Moreover, it
has secured a 5-year, HK$500 Million Revolving Credit
Facility (the “Facility”) from a syndicate of 19 international
and local banks in 2006. Except for the above-mentioned
Facility, the Group's banking facilities are mainly renewable
on a yearly basis and are subject to floating interest rates.

It is the policy of the Group to maintain adequate liquidity
at all times to meet its obligations and commitments
as and when they fall due. The Group's financial risk
management strategies include obtaining substantial long
term and other standby banking facilities, diversifying the
funding sources, spacing out the maturity dates to reduce
interest volatility exposure and reviewing capital adequacy
ratio from time to time.

The Group's principal operations are transacted and
recorded in Hong Kong dollars and the level of foreign
currency exposure on non-Hong Kong dollar assets and
liabilities is relatively immaterial as compared with its total
asset value or outstanding liabilities. Hence, the Group
considers that it has no significant exposure to foreign
exchange fluctuations.

Liquidity and Financial Resources

The financial position of the Group remained sound and
healthy during the review period. As at 31 December
2010, the Group's cash balance totalled HK$417.7 million,
compared with HK$403.8 million at the beginning of
the period. Cash held on behalf of customers rose to
HK$5,158.6 million, compared with HK$3,661.9 million
as at 30 June 2009. The current ratio of the Group was
healthy at 1.21 times.

As at 31 December 2010, the Group's gearing ratio,
measured on the basis of total borrowings as a percentage
of total shareholders’ equity, was 137%, compared with
113% as at 30 June 2009. Higher gearing ratio as at
31 December 2010 was mainly due to increase in bank
and other borrowings to finance the expanding margin loan
receivables. All borrowings are of short-term maturities.
Bank and other borrowings totalled HK$2,974.2 million
(30 June 2009: HK$2,184.2 million), against total margin
loans of HK$4,375.6 million (30 June 2009: HK$1,726.7
million). The ratio of interest income to interest expense
was 8.33 times, compared with 6.94 times for the
18 months ended 30 June 2009. The increase was mainly
attributable to increase in margin loans and interest
spreads.

Haitong International Securities Group Limited ¢ Annual Report 2009/2010

19



20

Financial Review

Our operating cash flow remains adequate for financing
our recurrent working capital requirements as well as any
investment opportunities that may arise. Besides, the
Group has unutilized banking facilities of HK$919 million,
while our capital commitments are minimal. The Group’s
assets and liabilities are substantially denominated in
Hong Kong dollars, so our foreign exchange exposure
is immaterial. Except for the guarantees provided to
the banks for securing normal banking facilities for our
subsidiaries, the Company has no other significant
contingent liabilities.

Capital Structure

During the 18 months ended 31 December 2010, the
subscription rights attaching to 1,740,225 share options
were exercised at the subscription prices ranging from
HK$5.874 per share to HK$5.879 per share, resulting in
the issue of 1,740,225 shares of HK$0.1 each for a total
cash consideration, before expenses, of HK$10,223,000.

1,246,860 new shares were issued by the Company at
HK$4.5904 per share for the settlement of 2009/2010 first
interim dividend.

5,597,393 new shares were issued by the Company at
HK$6.2177 per share for the settlement of 2009/2010
second interim dividend.

As at 31 December 2010, the total issued share capital
of the Company stood at HK$71.5 million, comprising
715,032,706 shares of HK$0.10 each.

Material Acquisition and Disposal of
Subsidiaries and Associated Companies

During the 18 months ended 31 December 2010, the
Group has disposed of its 49% shareholding of an
associated company, CMTF Asset Management Limited,
for a sum of HK$15,680,000, resulting in a profit of
HK$4,843,000.
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On 2 September 2010, Haitong International (BVI)
Limited (“Haitong BVI"), a wholly-owned subsidiary of
the Company, entered into a legally binding agreement
with Haitong International Holdings Limited (“Haitong
Holdings"”), pursuant to which Haitong BVI has agreed
to purchase, and Haitong Holdings has agreed to sell,
the entire issued capital of Hai Tong Asset Management
(HK) Limited (“Hai Tong Asset”), a limited company
incorporated in Hong Kong and a direct wholly-owned
subsidiary of Haitong Holdings for a total consideration
of HK$20,105,598.40. Hai Tong Asset is a licensed
corporation under the Securities and Futures Ordinance
(the "SFO") for types 4 (advising on securities), 5 (advising
on futures contracts) and 9 (Asset Management) regulated
activities. The principal activities of Hai Tong Asset and its
subsidiaries are the provision of assets and investment
management services.

On 2 September 2010, Haitong International Finance
Company Limited (“Haitong Finance”), an indirect wholly-
owned subsidiary of the Company, entered into a legally
binding agreement with Haitong Holdings, pursuant to
which Haitong Finance has agreed to purchase, and Hai
Tong Holdings has agreed to sell, the entire issued capital
of Hai Tong Capital (HK) Limited (“Hai Tong Capital”), a
limited company incorporated in Hong Kong and a direct
wholly-owned subsidiary of Haitong Holdings for a total
consideration of HK$10,026,677.26. Hai Tong Capital is a
licensed corporation under the SFO for type 6 (advising on
corporate finance) regulated activities with specific license
conditions. The principal activities of Hai Tong Capital are
the provision of corporate finance and advisory services.

Employees

The Group's total staff costs for the 18 months ended
31 December 2010, excluding commissions paid to
commission-based staff, amounted to HK$439.2 million,
representing an increase of 25.8% from HK$349.1
million for the last reference period. This is mainly due
to an increase in manpower and performance-based
bonuses and incentives. As at 31 December 2010, the
Group employed a total of 1,241 (30 June 2009: 1,016)
permanent staff of which 298 (30 June 2009: 302) were
commission-based staff.
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Corporate Governance Practices

The board of directors of the Company (the “Board”) is
committed to maintaining a high standard of corporate
governance practices within the Group. Throughout the
18 months ended 31 December 2010, the Company has
fully complied with the code provisions set out in the
Code on Corporate Governance Practices contained in
Appendix 14 (the “"Code"”) of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) (the “Listing Rules”).
The followings summarise how the Company has applied
the principles of the Code in its corporate governance
practices.

Corporate Governance Structure

The Board believes that a well-balanced corporate
governance structure will enable the Company to better
manage its business risks and thereby ensure the
Company is run in the best interests of its shareholders
and other stakeholders. The following diagram depicted
the overall corporate governance structure of the
Company. The Board is primarily responsible for setting
directions, formulating strategies, monitoring performance
and managing risks of the Group. At the same time, it is
also charged with the duty to enhance the effectiveness
of the corporate governance practices of the Group.
Under the Board, there are currently 5 board committees,
namely Audit Committee, Credit Committee, Executive
Committee, Remuneration Committee and Strategic

Development Committee. All these committees perform
their distinct roles in accordance with their respective
terms of reference and assist the Board in supervising
certain functions of the senior management.

Audit
Committee

Credit

Committee

Executive

The B
(DXL Committee

Remuneration
Committee

Strategic
Development
Committee

The Board hosts regular meetings to discuss directions, strategies, performance and control of the Group.
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The following table shows the attendance of each individual member of the Board and the respective board committees

at the Board and the respective board committees meetings held during the 18 months ended 31 December 2010:

Attendance/Number of Meetings held

Business Cost Strategic

Name of Members of the Audit Review Rationalization Credit Executive Remuneration  Development
Board/the respective Board Board Committee Committee Committee Committee Committee Committee Committee
Committees Meeting Meeting Meeting* Meeting* Meeting Meeting Meeting Meeting*
The Board
Chairman
Cheng Kar Shun, Henry (Note 1) 112 n/a nfa n/a nfa nfa n/a nfa
Li Mingshan (Note 2) 2/5 nfa nfa nfa n/a n/a 0/2 0/1
Deputy Chairman
Doo Wai Hoi, William (Note 3) 22 nfa nfa n/a n/a n/a n/a nfa
Li Jianguo (Note 4) 5/5 nfa nfa n/a n/a nfa n/a "N
Deputy Chairman and

Managing Director
Wong Shiu Hoi, Peter (Note 5) 7 n/a 6/6 n 6/6 36/36 n/a n
Joint Managing Director
Lin Yong (Note 6) 5/5 n/a nfa n/a 113 10/18 n/a n
Executive Directors
Lee Yiu Wing, William 17 nfa 6/6 1 6/6 32/36 nfa 1
Chan Chi On, Derek 6/7 nfa nfa n/a nfa 29/36 n/a nfa
Poon Mo Yiu, Patrick 11 n/a n/a il 6/6 35/36 n/a nfa
Non-executive Directors
Wong Kwok Kin, Andrew (Note 7) 212 n/a 6/6 il n/a n/a mn nfa
Lam Wai Hon, Patrick (Note 7) 22 nfa 6/6 n nfa nfa n nfa
To Hin Tsun, Gerald (Note 8) 22 nfa nfa n/a nfa n/a n/a nfa
Lee Ka Sze, Carmelo (Note 9) 212 n n/a nfa n/a n/a nfa nfa
Ji Yuguang (Note 10) 5/5 212 nfa n/a nfa nfa 212 n
Wu Bin (Note 11) 35 n/a nfa n/a nfa n/a n/a nfa
Chen Chungian (Note 11) 5/5 n/a n/a n/a n/a n/a n/a n/a
Cheng Chi Ming, Brian (Note 12) 17 n/a nfa n/a n/a nfa n/a n
Independent Non-executive

Directors
Man Mo Leung 5/7 33 nfa n/a nfa n/a 313 nfa
Tsui Hing Chuen, William 11 33 n/a n/a n/a n/a 33 n/a
Lau Wai Piu, Bill 517 33 nfa n/a nfa nfa 2/3 nfa
Senior Management Executives
Hui Yee, Wilson nfa nfa nfa nfa 5/6 29/36 nfa nfa
Lau Yiu Wai, Joseph n/a nfa nfa nfa n/a 30/36 nfa nfa
Ying Tak Sun, Nelson n/a nfa nfa n/a nfa 32/36 n/a nfa
Zhang Xinjun, Jeff (Note 13) nfa n/a nfa n/a 313 8/8 n/a nfa
Sun Jianfeng (Note 14) n/a n/a nfa n/a nfa 15/18 n/a nfa
Sun Tong, Tony (Notes 15 & 16) n/a n/a n/a n/a 0/0 4/5 n/a n/a
Wu Kwok Leung, Edmond n/a n/a nfa n/a 5/6 33/36 n/a nfa
Lo Wai Ho, Kendy nfa n/a nfa n/a 6/6 35/36 n/a nfa
Li Pak Wang, Daniel

(Notes 14 & 15) nfa nfa nfa nfa nfa 91 nfa nfa
Others
Chan Wai Man, Cilla nfa nfa nfa nfa 6/6 nfa nfa nfa
Chow Tak Wing, Derek (Note 17) nfa n/a nfa n nfa n/a n/a nfa
Average Attendance 89% 100% 100% 100% 92% 88% 80% 86%
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* The Business Review Committee was restructured and
renamed as the Strategic Development Committee on
26 February 2010

# The Cost Rationalization Committee was merged together
with the Cost Management Committee, a previous sub-
committee, to form a new sub-committee, named as
Operation Cost Committee on 26 February 2010

Notes:

1. Dr. Cheng Kar Shun, Henry resigned as the chairman and an
executive director of the Company on 13 January 2010.

2. Mr. Li Mingshan was appointed as the chairman and a non-
executive director as well as a member of the Remuneration
Committee of the Company on 13 January 2010. Mr. Li was
also appointed as a member of the Strategic Development
Committee of the Company on 26 February 2010.

3. Mr. Doo Wai Hoi, William resigned as the deputy chairman
and an executive director of the Company on 13 January
2010.

4. Mr. Li Jianguo was appointed as an executive director of
the Company on 13 January 2010 and acts as a deputy
chairman of the Company with effect from 10 March 2010.
Mr. Li was also appointed as a member of the Strategic
Development Committee of the Company on 26 February
2010.

5. Mr. Wong Shiu Hoi, Peter also acts as a deputy chairman of
the Company with effect from 10 March 2010.

6. Mr. Lin Yong was appointed as an executive director
of the Company on 23 December 2009 and acts as the
joint managing director of the Company with effect from
10 March 2010. Mr. Lin was also appointed as a member
of the Credit Committee, the Executive Committee and
the Strategic Development Committee of the Company on
26 February 2010.

7.  Both Messrs. Wong Kwok Kin, Andrew and Lam Wai Hon,
Patrick resigned as non-executive directors, members of
the Business Review Committee, the Cost Rationalization
Committee and the Remuneration Committee of the
Company on 13 January 2010.

8.  Mr. To Hin Tsun, Gerald resigned as a non-executive
director of the Company on 13 January 2010.
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10.

11.

12.

13.

14.

15.

16.

17.

Mr. Lee Ka Sze, Carmelo resigned as a non-executive
director and a member of the Audit Committee of the
Company on 13 January 2010.

Mr. Ji Yuguang was appointed as a non-executive
director and a member of the Audit Committee and the
Remuneration Committee of the Company on 13 January
2010. Mr. Ji was also appointed as a member of the
Strategic Development Committee of the Company on
26 February 2010.

Both Messrs. Wu Bin and Chen Chungian were appointed
as non-executive directors of the Company on 13 January
2010.

Mr. Cheng Chi Ming, Brian was re-designated from an
executive director to a non-executive director of the
Company on 13 January 2010. Mr. Cheng was also
appointed as a member of the Strategic Development
Committee on 11 March 2010.

Mr. Zhang Xinjun, Jeff was appointed as a member of the
Credit Committee of the Company on 26 February 2010
and a member of the Executive Committee on 1 September
2010.

Both Messrs. Sun Jianfeng and Li Pak Wang, Daniel were
appointed as members of the Executive Committee of the
Company on 26 February 2010.

Mr. Li Pak Wang, Daniel resigned as a member of the
Executive Committee on 6 October 2010 and Mr. Sun
Tong, Tony was appointed as a member of the Executive
Committee of the Company on 6 October 2010.

Mr. Sun Tong, Tony was appointed as a member of the
Credit Committee of the Company on 13 December 2010.

Mr. Chow Tak Wing, Derek, the Group Financial Controller
of NWS Holdings Limited, a listed holding company of the
Group up to 21 December 2009, resigned as a member
of the Cost Rationalization Committee of the Company on
26 February 2010.

The Board
The Board currently comprises a total of 14 directors,

with 6 executive directors, namely Messrs. Wong Shiu

Hoi, Peter (Deputy Chairman and Managing Director),

Li Jianguo (Deputy Chairman), Lin Yong (Joint Managing
Director), Lee Yiu Wing, William, Chan Chi On, Derek,
Poon Mo Yiu, Patrick; 5 non-executive directors,
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namely Messrs. Li Mingshan (Chairman), Ji Yuguang,
Wu Bin, Chen Chungian and Cheng Chi Ming, Brian; and
3 independent non-executive directors, namely
Messrs. Man Mo Leung, Tsui Hing Chuen, William and Lau
Wai Piu, Bill. Details of the directors and the relationship
among the directors as of the date of this report are
disclosed in pages 67 to 70 of this Annual Report.

All directors of the Company are appointed for a specific
term of 3 years subject to the retirement and re-election
provisions in the Bye-laws of the Company. One-third of
the directors of the Company are required to retire from
office by rotation and being eligible for re-election at
each annual general meeting in accordance with the Bye-
laws of the Company. Throughout the 18 months ended
31 December 2010, the Company has complied at all
times with the minimum requirements of the Listing Rules
relating to the appointment of at least 3 independent
non-executive directors and one of which should have
appropriate professional qualifications or accounting
or related financial management expertise. Pursuant
to the requirement of the Listing Rules, the Company
has received a written confirmation from each of the
independent non-executive directors of his independence
to the Company. The Company considers that all the
independent non-executive directors were independent
in accordance with the Listing Rules throughout the
18 months ended 31 December 2010.

Full board meeting is held no less than 4 times a year
and notice of at least 14 days is given of a regular board
meeting so as to give all directors an opportunity to
attend. Agenda and accompanying board papers for each
meeting are circulated in full to all directors normally with
at least 7 days in advance of the date of the meeting.
Senior management executives may, from time to time,
be invited to attend the board meetings for making
presentation and/or answering any queries that may be
raised by the Board.

The Board acknowledges its responsibilities to prepare
accounts for each half and full financial year which give a
true and fair view of the state of affairs of the Group.

Audit Committee

The Committee currently comprises 3 independent non-
executive directors of the Company, namely Messrs. Man
Mo Leung (Chairman of the Committee), Tsui Hing Chuen,
William and Lau Wai Piu, Bill and 1 non-executive director
of the Company, namely Mr. Ji Yuguang. The Chairman
of the Committee has the appropriate professional
qualification and experience in financial matters. The
Committee will meet no less than twice a year to review
all business affairs managed by the executive directors
in particular on connected transactions and continuing
connected transactions, if any, to review the interim and
final financial statements before their submission to the
Board and the annual general meeting for approval and to
review the effectiveness of the internal control and risk
management system of the Group. The terms of reference
of the Committee are aligned with the requirements of
the Listing Rules and the recommendations set out in “A
Guide for Effective Audit Committees” published by the
Hong Kong Institute of Certified Public Accountants and
any updates thereof. A copy of the terms of reference
of the Committee has been posted on the Company's
website.

The Audit Committee regularly reviews the Group’s business
affairs and the effectiveness of its internal control system.

During the 18 months ended 31 December 2010, the
Committee met on 3 occasions and discharged its
responsibilities in its review of the interim, the second
interim and the final results and the effectiveness of
the internal control and risk management system of the
Group. The works performed by the Committee for the
18 months ended 31 December 2010 included reviews of
the followings:

—  the directors’ report and the consolidated financial
statements for the 18 months ended 30 June 2009
of the Group, with a recommendation to the Board
for approval;
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— the consolidated financial statements for the
6 months ended 31 December 2009 and for the
12 months ended 30 June 2010 of the Group, with
recommendations to the Board for approval;

—  the audit fees for the 18 months ended 31 December
2010 proposed by the External Auditors, with a
recommendation to the Board for approval;

—  the new accounting policies and practices adopted by
the Group;

— the continuing connected transactions and the
connected transactions, if any, undertaken by the
Group;

—  the internal control and risk management system of
the Group;

—  the findings and the recommendations of the Group's
Internal Auditor on the Group's operations and of the
regulatory review carried out by the regulators;

—  the compliance status of the Group with the applicable
regulatory and other legal requirements;

—  the Group’s investment policy and the adequacy of
provision made for diminution in value for the Group's
investments;

—  the litigation cases of the Group;

—  the adequacy of the provision for bad debts; and

—  the error trades occurred during the 18 months
ended 31 December 2010.

Credit Committee

Members of the Committee are appointed by the
Executive Committee and is currently composed of certain
executive directors of the Company and its subsidiaries
as well as certain senior executives of the Group. The
main responsibility of the Committee is to formulate credit
policies and to manage the asset quality of the Group. The
Committee meets quarterly and reports to the Board from
time to time. Ad-hoc meetings will be held as and when

market conditions change significantly.

Executive Committee members of the Group (from left to right): Mr. Kendy Lo, Mr. Sun Jianfeng, Mr. Nelson Ying, Mr. Wilson Hui,
Mr. Derek Chan, Mr. Lin Yong, Mr. Peter Wong, Mr. William Lee, Mr. Patrick Poon, Mr. Joseph Lau, Mr. Jeff Zhang, Mr. Edmond Wu and

Mr. Tony Sun.
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Executive Committee

Members of the Committee are appointed by the Board
and is currently composed of the Managing Director,
the Joint Managing Director and 3 executive directors of
the Company as well as heads of certain major business
divisions of the Group. The Committee is duly authorized
by the Board to manage the day-to-day business of
the Group and to assist in monitoring the functions of
the Credit Committee on the Board’s behalf. Financial
commitments under delegated power of the Board is
subject to a cap to be reviewed by the Board from time to
time. Such authorization may be revoked at the discretion
of the Board. The Executive Committee meets every two
weeks and reports to the Board from time to time.

Remuneration Committee

The Committee is currently composed of 3 independent
non-executive directors of the Company, namely
Messrs. Tsui Hing Chuen, William (Chairman of the
Committee), Man Mo Leung and Lau Wai Piu, Bill and
2 non-executive directors of the Company, namely
Messrs. Li Mingshan and Ji Yuguang. The responsibilities
of the Committee include setting remuneration policy
of the Group and fixing remuneration packages of
the executive directors and the Board as a whole in
accordance with the Listing Rules and the Bye-laws of
the Company. Details of the remuneration paid to the
respective directors are set out in note 7 to the financial
statements. No directors of the Company can determine
their own remuneration packages. The Committee is
provided with sufficient resources to discharge its duties.
The chairman of the Committee will report their findings
and recommendations to the Board for consideration and
approval. The Committee will meet at least once a year to
discharge its responsibilities in accordance with its terms
of reference which has been posted on the Company’s
website.

During the 18 months ended 31 December 2010, the
works performed by the Committee included reviews of
the followings:

—  the proposal for distribution of management bonus
for the 18 months ended 30 June 2009;

—  the new service agreements/contracts of Dr. Cheng
Kar Shun, Henry, Messrs. Doo Wai Hoi, William,
Wong Shiu Hoi, Peter, Lee Yiu Wing, William,
Chan Chi On, Derek, Poon Mo Yiu, Patrick, Cheng Chi
Ming, Brian, Wong Kwok Kin, Andrew and Lam Wai
Hon, Patrick;

—  the proposal for 2010 remuneration adjustment and
2009 bonus distribution;

—  the proposal for 2011 remuneration adjustment and
2010 bonus distribution;

—  the service agreements/contracts in respect of the
appointment of Messrs. Li Mingshan, Li Jianguo,
Lin Yong, Ji Yuguang, Wu Bin and Chen Chungian as
executive/non-executive directors of the Company
and the re-designation of Mr. Cheng Chi Ming, Brian
from an executive director to a non-executive director
of the Company; and

—  the proposal for grant of the share options.

Strategic Development Committee

The Committee is being reformed from the Business
Review Committee and is currently composed of
4 executive directors and 3 non-executive directors of
the Company. The main responsibility of the Committee
is to assist the Board to formulate medium to long term
business development strategies and directions for the
Group. The Committee meets no less than twice a year
and reports to the Board from time to time.

Proceedings of the Board and the Respective
Board Committees Meetings

The Company Secretary will assist the Chairman of the
Board and the respective board committees in setting
agenda for meetings, and each director of the Company
is given an opportunity to include any matters to be
transacted in the agenda. Where any director of the
Company is considered to be having a conflict of interest
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in any transactions, the director concerned will not be
counted in the quorum of the relevant meeting. Minutes
of meetings of the Board and the respective board
committees are recorded in details. All draft minutes
are circulated to all those present at the meetings
for comment before submission to the chairman of
the meetings for approval. To further enhance better
communication with the directors of the Company as to
the business transacted at the Board and the respective
board committees meetings, an exclusive Intranet site
is maintained to enable all directors of the Company to
gain access to minutes of the respective meetings of the
Board and the board committees. Minutes of the Board
and the respective board committees meetings will be
posted on this exclusive site within reasonable time for
the information of all directors.

In addition, the Company has maintained a procedure for
its directors to seek independent professional advice, in
appropriate circumstances, at the Company’s expense
in discharging their duties to the Company. In order to
safeguard the interest of individual director, the Company
has also arranged directors’ and officers’ liability insurance
for its directors and subsidiaries directors.

Chairman and Chief Executive Officer

There is a clear segregation of roles between the
Chairman and the Chief Executive Officer (the “CEQ").
This segregation ensures a clear distinction between
the Chairman’s responsibility to manage the Board and
the CEQO’s responsibility to manage the Company and
its subsidiaries’ businesses. The duties of the Chairman
and the CEO are currently carried out respectively by
Mr. Li Mingshan and Mr. Wong Shiu Hoi, Peter. There is
no financial, business, family or other material/relevant
relationships between the Chairman and the CEO.

Directors’ Securities Transactions

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers set out in
Appendix 10 of the Listing Rules as its code of conduct for
securities transactions by the directors of the Company.
Having made specific enquiry of all directors of the
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Company, all directors confirmed that they have complied
with the required standard set out in the Model Code
throughout the 18 months ended 31 December 2010.
Securities interests in the Company and its associated
corporations held by each of the directors of the Company
are disclosed in pages 80 to 82 of this Annual Report.

Sub-committees

Owing to the complexity of the Group's business, sub-
committees are formed and members of the sub-
committees are appointed by the Executive Committee to
deal with special projects, such as Investment Committee,
IT Steering Committee and Operation Cost Committee.

The following is an attendance record of the meetings
held by the various sub-committees in the 18 months
ended 31 December 2010 and their average attendance

rates:

Number Percentage
Name of of Meetings of Average
Sub-committees held Attendance

Cost Management
Committee* - -
Investment Committee 100%
IT Steering Committee 17 98%

Operation Cost

Committee * - -

* The Cost Management Committee was merges together
with the Cost Rationalization Committee, a previous board
committee, to form a new sub-committee named as
Operation Cost Committee on 26 February 2010.

All business transacted at the respective meetings are
well documented by minutes.

Internal Control and Risk Management
It is acknowledged that the Board has the ultimate

responsibility for the Group's internal control system and,
through the Audit Committee, the Board has reviewed
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the effectiveness of the system. To maintain a sound
system of internal control and safeguard our shareholders’
investments and the Company’s assets at all times, the
Company has an independent and objective internal audit
team which reviews and monitors all critical aspects of the
Group's activities and its internal controls.

The Group has maintained a set of up-to-date operation
manuals with ISO certification on its major operations.
Periodic assessments are conducted every year to ensure
that we are complying with the standards. As regards the
code of conduct of licensed persons, a set of compliance
policies has been published and updated from time to
time to provide guidance on matters such as employee
dealings, ethics code, Chinese wall policy and etc. On a
regular basis, audit and compliance surveillance checks on
procedures of the Group's core operations are conducted.

The Group also adopts very stringent risk management
policies and monitoring systems to contain exposure
associated with credit, liquidity, market and IT systems in
all its major operations.

Credit risk

The Credit Committee has appointed a group of authorized
persons who are charged with the responsibility of
approving credit limit for individual customers. The
Committee is responsible for the approval of individual
stocks acceptable for margin lending at a specified
ratio. The approved stock list is updated bi-monthly, and
will be revised as and when deemed necessary by the
Committee. The Committee will prescribe from time to
time lending limits on individual stocks or on any individual
customer and his/her associates.

The Credit Control Department is responsible for
monitoring and making margin calls to customers whose
trades exceed their respective limits. Any such excess is
required to be made good within 2 days for securities and
the next day for futures from the date of the deficiency

report. The deficiency report will be monitored daily by the
Group's finance director and responsible officers. Failure
to meet margin calls will result in the liquidation of the
customer’s positions.

Liquidity risk

The Group’'s operating units are subject to various
statutory liquidity requirements as prescribed by the
authorities. The Group has put in place monitoring system
to ensure that it maintains adequate liquid capital to fund
its business commitments and to comply with the relevant
Financial Resources Rules.

As a safeguard, the Group has maintained very substantial
long-term and other stand-by banking facilities to meet
any contingency in its operations. Even in periods of
high market volatility, the management believes the
Group's working capital is adequate to meet its financial
obligations.

Market risk

If the advanceable value of a margin customer’s portfolio
falls below his margin loan and the customer fails to meet
margin calls, the Group will be exposed to the defaulter’'s
liabilities. When stock prices come down, these may
affect the value of the Group's proprietary trading portfolio.
Any loss incurred will be charged direct to the Group's
Income Statement. The Group's exposure to underwriting
commitments will also be affected if the prices of the
underlying stocks come down.

The Group has adopted an investment policy to cap its
proprietary trading, exposed underwriting commitments
and position limits for forex and bullion transactions as
follows:

Haitong International Securities Group Limited ¢ Annual Report 2009/2010
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e For proprietary trading
—  total investment exposure of both short term
and long term investments should not exceed
25% of the Group’'s NAV and the maximum
exposure limit for short term investment is
capped at HK$120,000,000.

e For exposed underwriting commitments
— underwriting limit per issue should not exceed
25% of the “Adjusted NAV" of Haitong
International Securities Company Limited
("HTISC") being NAV of HTISC plus the total
amount of subordinated loans granted by the
Group from time to time.

o Position limits for forex and bullion transactions

Risk Exposure

Limit Forex Bullion Total
Intraday Open
Position (Net) US$30M  US$30M  US$60M
Overnight Open
Position (Net) US$10M  US$20M  US$30M
Monthly Trading
Loss Limit US$500K  US$500K US$1M

Such policy may be varied at the discretion of the Board.

Operational risk

Systems are installed to monitor availability and
performance of various IT systems with equipments
housed in a tier 1 data centre provided by a renowned
outsourcing data centre provider. A vigilance team will act
and report to the senior management in accordance with
laid-down procedures in the event of disruption, instability
and other situations which may warrant to trigger
contingency procedure to protect interests of clients.
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Taking into account of the changing regulatory
environment, the Group has maintained and constantly
updated the operation manuals of its major operations.
We have also put in place competent compliance, internal
audit and quality assurance teams with their respective
aims at carrying out checks on statutory compliance and
Company’s rules and regulations; detecting systemic risks
and recommending policy changes; and implementing
ongoing checks and verification of satisfaction rate of
Company'’s prescribed service pledge and standards.

Insurable risk

Other than the abovementioned stringent risk
management policies and monitoring systems, the Group
has taken up a wide variety of insurance policies to cover
its insurable risks associated with its Hong Kong, Macau
and PRC businesses.

Internal Auditors

The Company has an independent internal audit team,
which plays a major role in monitoring the corporate
governance of the Group and providing objective assurance
to the Board that a sound internal control system is
maintained and operated by the management. The head
of the internal audit team directly reports to the Board
and the Audit Committee on audit matters. By adopting
a risk-based approach to evaluate risk level on control
environment, the internal audit team plans internal audit
schedules annually in consultation with, but independent
of, the management, and the audit plan is submitted to
the Audit Committee for approval. On a yearly basis, the
head of the internal audit team will present a report and
express an opinion to the Audit Committee on the internal
control environment of the Group. The annual audit work
plan covers major activities and processes of the Group's
operating business. Moreover, ad hoc reviews will be
performed on specific areas of concern identified by the
Audit Committee and the management.
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External Auditors

The External Auditors of the Group are PricewaterhouseCoopers.
During the period, the Group has engaged the External
Auditors to provide the following services and their
respective fees charged are set out as follows:

Fee charged

for the for the

18 months 18 months

ended ended

31 December 30 June

Type of Services 2010 2009
HK$'000 HK$'000

Audit fee for the Group 4,940 4,955
Taxation services 370 593

Corporate Communication

The Company encourages two way communications
with both its institutional and private investors. Extensive
information about the Company’s activities is provided
in its Annual Report and Interim Report, which are sent
to shareholders of the Company. Press conferences are
held on results announcement to explain the Company's
activities, performance and future plans and to enable
better understanding of the Group by the public. The
annual general meeting provides a forum for direct
communication between the Board and the Company's
shareholders. Separate resolutions are proposed at general

@ e
el
_— m;f::;nm

The management hosting the 2009/2010 Final Results
Announcement press conference.

meetings on each separate issue and voting of which are
taken by poll pursuant to the Listing Rules. Any results
of the poll are published on the Company’s website. All
corporate communication with shareholders will be posted
on the Company’s website for shareholders’ information.

Besides, the Company arranges media luncheons, invites
media to attend corporate events, maintains regular
communication with them via interviews and article
contribution covering diverse topics and uses its corporate
website to disseminate its press releases, financial and
other information relating to the Group and its business to
the public in order to foster effective communication.

Corporate Citizenship

The Group is committed to playing a full role as a
responsible market practitioner in the securities industry. It
endorses its senior executives in accepting public offices
of various regulatory advisory boards and/or associations
of the industry. Through their participation, the Group aims
at fostering and promoting the healthy development of the
securities and futures industry of Hong Kong.

As one of Hong Kong's leading financial institutions, the
Group actively takes part in various community services
and makes contributions to the community. The Group
strives to promote a caring culture and help staff enhance
communications and cohesiveness. In order to foster a
caring environment, the “Haitong International Caring
Ambassadors” was formed in 2004, and has organized a
variety of community service activities, which staff have
actively participated in. During the 18 months ended
31 December 2010, members of the Haitong International
Caring Ambassadors and our colleagues took part in caring
visits, fund raising charity programmes, blood donation
and others. In addition, our colleagues also participated in
activities organized by major charities, such as Community
Chest, Helping Hand, Hong Kong Red Cross, Orbis Hong
Kong, the Salvation Army Hong Kong & Macau Command,
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Fu Hong Society, YMCA of Hong Kong, the Lok Sin Tong
Benevolent Society Kowloon, Rotary International 3450,
Hong Kong Cancer Fund and the Conservancy Association.
We hope our staff will further develop their potential
and sense of social responsibility through participation in
these community activities. In respect of environmental
protection, the Group formed an Environmental
Committee focusing on developing environmental friendly
measures to conserve resources, minimize waste and
carbon emission in our business operation. The Group
organized various used items recycling activities for
donation to charity organizations and strongly promotes
paperless e-communication services among its clients and
associates so as to make the world a greener place to live
in.

Haitong International Caring Ambassadors organize or participate
in various community and charity activities.

In addition, our board members and senior management
staff have also been invited to be speakers in various
seminars organized in Hong Kong or the mainland on
topics which cover listing issues, corporate financing,
corporate governance, global investment knowledge and
wealth management.

32 Haitong International Securities Group Limited ¢ Annual Report 2009/2010



Fostering
continuous

innovation and
customer-focus service



34

Corporate Highlights

Through taking a proactive approach in pursuing diversified
business development opportunities in the 18-month
period ended 31 December 2010, the Group saw stable
growth in both its business scope and market penetration
despite the continued global economic uncertainties and
strong local market competition.

Corporate Development

New Brand Launch

During the period, the Group marked an important
business milestone. In December 2009, Haitong
Securities Company Limited, a leading Shanghai-listed
securities firm, acquired the Group through its first
Hong Kong based wholly-owned subsidiary, Haitong
International Holdings Limited (formerly known as
Hai Tong (HK) Financial Holdings Limited). Thereafter,
the two companies underwent business integration
successfully.

On 22 November 2010, the Group was officially renamed
“Haitong International Securities Group Limited” and
rolled out its new brand, Haitong International. The new
brand signifies the Group’s ambitious goal of establishing
a strong presence in the global financial market and
becoming a leader in the Greater China region.

In November 2010, the Group was officially renamed “Haitong
International Securities Group Limited” and rolled out its new
brand, Haitong International.

Market and Business Development

Apart from brokerage services, the Group has
expanded its corporate finance, asset management and
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wealth management businesses and such strategic
implementation is in alignment with the Group’s strategy
to become a leading one-stop service provider for global
investment services.

Corporate Finance

Haitong International Capital Limited specializes in the
provision of corporate finance and financial advisory
services to listed companies and private enterprises
worldwide, as well as in Mainland China and Hong
Kong. During the period, the Group completed 5 IPO
sponsorship assignments, 31 IPO underwriting deals, 14
securities placements/rights issues and over 50 advisory
assignments. As at 31 December 2010, the Group was
the retained compliance adviser of 14 listed issuers.
The Group was one of the joint book-runners of Xinjiang
Goldwind Science & Technology Co., Ltd. with a raised
fund size of over HK$8 billion in 2010.

The Group specializes in the provision of corporate finance and
financial advisory services.

The Hong Kong capital market was very much affected
by the global financial crisis. However, benefited by
the continuously robust growth of the PRC economy, it
recovered quickly in the second half of 2009. It is believed
that Hong Kong will remain as a strong fund-raising
platform for both Chinese and international enterprises
in the coming year. Endowed with a strong presence
in the financial market and a high degree of industry
excellence, the Group is in a strong position to enhance its
development in corporate finance.
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Asset Management

Haitong International provides comprehensive fund
management services to institutional and individual clients
worldwide and has also set up investment funds for clients
in Japan and other countries. Given the robust GDP growth
in China recorded in the past few years, the demand for
China’s related assets is huge. In order to capture such
liquidity, a number of authorized funds together with tailor-
made private funds have been established to cater for the
needs of different investors. More importantly, the Group
provides dedicated discretionary portfolio management
services to high net worth and institutional clients in Hong
Kong, encompassing client risk-return analysis, investment
portfolio recommendation and management, and regular
investment reporting.

Haitong International is one of the home grown financial
service companies that have acquired approved MPF
service provider status. We offer a diversified range of
MPF products, ranging from global equity funds to funds
that invest in the Asia Pacific region and Hong Kong.

The asset management arm of Haitong International has
launched the first-ever Renminbi-denominated public fund
in Hong Kong in August 2010, as a means to contribute to
the steady development of Renminbi globalization.

The Group expands fund management and investment advisory
services.

Brokerage Services

Haitong International provides innovative and flexible
securities trading and investment services to hundreds of
global institutional and corporate clients as well as over
140,000 individual investors in Hong Kong and China.
Service offerings include securities and derivatives,
futures and options, funds, bonds, forex and bullion,
IPO and placing, online trading, margin financing, wealth
management, nominee and custodian services as well as
research.
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The Group's branch network in Hong Kong and Macau.

Haitong International always embraces technological
innovation, and has made a substantial investment of over
HK$100 million in 2000 to build the online trading platform
that presently offers speed, convenience and flexibility.
Seeing the growing popularity of online trading services,
the Group has taken a proactive approach in further
developing and upgrading its online platform. During the
period, the Group launched online US stock trading service
and enhanced online forex and bullion trading platforms.
This innovation gives the Group an unrivalled competitive
advantage, providing additional tools to enable clients to
make informed decisions in today’s dynamic market.

Haitong International is the pioneer when it comes
to introducing new products. Several hundreds of
financial products across different markets and brands
are supported by the Group's platform. Globalization,
combined with an increasingly sophisticated and fast-
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moving business environment, has resulted in clients’
awareness of, and interest in, various products from other
markets; therefore, one aspect of the Group's strategy
is to team with securities firms from the United States,
Singapore, Taiwan, Malaysia, Japan and Korea to add
additional overseas products, in a move to offer a one-
stop-shop service. In return, their clients can access
the Group's service offerings. The Group will continue
to allocate resources in order to provide more investor
education programmes to its investors.

The Group plans to open a Central branch and relocate its
Kwun Tong Branch within the same district during the first
quarter of 2011. These branches will be equipped with
advanced trading facilities and manned by professional
investment consultants and service staff to offer clients a
warm and relaxing environment for trading activities. The
Group will continue to expand its territory-wide presence
in future in order to maintain its leadership position.

Wealth Management
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Wealth Management business will become a significant
contributor of revenue to the Group in future.

During the period, the Group continued to expand its
financial planning and portfolio advisory services through
its two subsidiary companies: Haitong International
Wealth Management Limited and Haitong International
Consultants Limited. The two companies are currently
expanding the number of professional teams and new
financial products to its clients. To further strengthen the
competitiveness in the market, a new service on portfolio
management for clients is now available. This upgrades
our service standard and brings recurrent income to both
companies.

Haitong International Securities Group Limited ¢ Annual Report 2009/2010

In view of the growing demand of the Capital Investment
Entrant Scheme (“CIES"), another subsidiary “Haitong
International Immigration Consultants Limited” was
established in early 2010 and provides professional service
for clients who wish to apply for immigration to Hong
Kong.

Additionally, to cope with more stringent compliance
regulations in which clients can receive better protection
for their investments, we are in the process of upgrading
our compliance management to place ourselves in a
leading position both in terms of compliance and client
service.

Mainland Market

The PRC market is a key focus of the Group's business
strategy. Through active participation in seminars, forums
and exhibitions in major cities such as Beijing, Shanghai,
Guangzhou, Shenzhen, Xiamen, Hangzhou, as well as
second-tier cities such as Chongging, Kunming, Shenyang,
Tianjin, Dalian, Fuzhou, the Group has begun the process
of building brand recognition and presence. Looking
forward, the Group will strive to establish more presence
in strategic locations in China.

Leveraging on the progressive financial market reforms
introduced by the Chinese government, such as the
implementation of QFIl and QDII, gradual rollout of
stock futures index, margin financing and short selling,
Renminbi globalization, together with a stream of listings
in Hong Kong from mainland enterprises, the Group is well
positioned to benefit from these enormous opportunities.
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Research

Haitong International Research Limited is the Group's
wholly-owned subsidiary dedicated to the provision of
equity research services covering Hong Kong-listed
stocks. Research reports are produced independently to
help investors make informed investment decisions.

In 2010, Haitong International Research continued to
rank among the top ten sell-side research teams based
on the objective measurement of their recommendation
performance in the Hong Kong stock market under

"o

Thomson Reuters’ “StarMine Broker Rankings”. During
the year, we ranked in all three categories, namely “Hang
Seng Index”, “Hang Seng China Enterprises Index"”, and
“Mid and Small Caps” that comprise various local and

China stocks.
Human Capital Management
Staff Learning and Development

The Group has always regarded human resources as being
its most valuable asset, and believes sound human capital
management enhances staff productivity and loyalty,
which will ultimately translate into business growth and
customer satisfaction. To this end, the Group consistently
provides staff with ample training opportunities in the
fields of management skills development, customer
service, product knowledge, industry trends and language
proficiency, via various workshops and seminars.
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To enhance the cooperation and teamwork among
departments, the Group organized 10 inter-and intra-
department team building and business workshops during
the period in which staff were provided the opportunity to
exchange their views and best practices.

To strengthen ties with Shanghai Head Office, 4 study
tours and training with different themes had been
organized for staff to exchange experiences and market
practices in 2010.

As far as language training is concerned, the Group has
organized 17 Putonghua classes of various levels and one
Cantonese class to assist staff to enhance the language
proficiency as well as communication with clients and
staff.

In light of the development of China market, the Group
has also provided training to the PRC staff in the areas of
corporate information, ethics, performance management
system, team building, etc.

Professional Standards

An outdoor training session of the Group’s Management Trainee
Programme.

81 training sessions with 55 topics were organized and
coordinated to fulfil the Continuous Professional Training
(CPT) requirements for SFC licensed persons; and
Continuing Professional Development (CPD) requirements
for CIB's Technical Representatives and MPF
Intermediaries. For the management level, 4 modules of
Management Development Programme were organized
for selected managers and directors. In addition, 5 classes
of supervisory skills training for middle management were
organized to enhance their personal effectiveness.

Haitong International Securities Group Limited ¢ Annual Report 2009/2010
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Furthermore, 22 graduates were recruited from the
Mainland and Hong Kong under the 1-year Management
Trainee Programme in 2010. Foundation training in
financial market and job attachments were arranged so
that the trainees could understand the operations of
the Group's functions and apply their learning after the
12-month training.

During the period from July to December 2009, the Group
accumulated 4,308 hours and 12,831 hours of training for
managerial staff and non-managerial staff respectively,
plus the training hours during the first half of 2009,
achieving annual target of 106.8% for managerial staff
of the targeted 30 hours and 164.4% for non-managerial
staff of the targeted 40 hours training per head per annum
respectively. In 2010, the Group achieved annual target
of 113.7% for managerial staff and 243.8% for non-
managerial staff respectively.

Corporate Social Responsibility

Over the course of 38 years since the Group was
established, corporate social responsibility has become
embedded in Haitong International’s culture. The
Group has committed considerable resources toward
professional development, nurturing talents, promoting
environmental protection, helping needy people in the
community and raising service standards in the financial
services industry to international level.

Professional Development and Industry Exchange
Board members and senior management actively
participate in various working committees of local
regulatory bodies and are frequently invited by various
public organizations, professional bodies, trade
associations, financial institutions and the media to give
speeches in seminars and forums across Hong Kong
and China. A diverse range of topics has been covered,
including listing issues and corporate financing, corporate
governance, global investment knowledge and wealth
management.

In a bid to promote the exchange of fresh ideas among
industry practitioners, the Group sponsored the “2nd
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Anniversary Celebration and China Marco-economic
Outlook Forum” organized by China Universities Alumni
Association — Financial Association (CUAAFA), which was
held in Hong Kong in October 2010.

And in June 2010, the Group also held an Institutional
Investor Conference to bring together a number of
institutional investors, including QDII, from the Greater
China and overseas and senior management executives of
the 17 listed companies from diversified sectors in Hong
Kong, to exchange innovative ideas and share winning
strategies.

Investor Education

Despite market volatility, protecting clients’ assets
is Haitong International’s top priority. Based on this
vision, the Group takes a proactive “multi-market, multi-
channel and multi-level approach” in investor education.
The Group has been teaming up with other market
practitioners and country teams to organize investment
seminars, workshops and discussion forums across the
board, including general public, professionals of various
international and local institutions and, most importantly,
its staff.

e
HRITONG

The Group proactively promotes investor education.

Looking forward, the Group will continue to keep up and
enhance its effort in investor education to ensure that
Haitong International clients fully understand the products
and services and their involved risks before making their
investment, and to do its utmost to meet their investment
needs in the most professional manner.
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Employee-Friendly Policies

As a family-friendly organization, the Group always cares
about the psychological and physical well-being of all
staff and encourages them to achieve work-life balance.
During the period, Haitong International Staff Club also
regularly organized social and recreational activities for
staff and their families’ participation. These initiatives have
brought benefits to staff such as stress reduction, more
opportunity for self-development, as well as more time for
families without impairing operational efficiency.

To enhance internal communication, company-wide staff
communication meetings were held twice a year to foster
direct dialogue between management and staff on various
issues of concern.

Regular communication takes place between management and
staff to exchange views on various issues of concern.

Social and Community Services

During the period, the volunteer team "Haitong
International Caring Ambassadors” and fellow colleagues
of the Group organized and participated in a variety of
community services that benefited many charitable
organizations, including fund-raising events such as
Corporate Challenge, Run-up Two ifc Charity Race,
Charity Mooncake, Love Teeth Day and Dress Special Day
organized by the Community Chest; Blood Donation Day
co-organized by the Group and Hong Kong Red Cross;
Helping Hand’'s Cookie Campaign; Oxfam Hong Kong's
Oxfam Rice Selling; The Salvation Army Hong Kong and
Macau Command’s HK & Macau O! Day; ORBIS Hong
Kong’'s ORBIS Pin Day in support of World Sight Day;

YMCA of Hong Kong's Bare Foot Walkathon; Hong Kong
Cancer Fund’s Annual Stride for a Cure; Kick off Poverty
— Homeless World Cup co-organized by Society for
Community Organization and Wofoo Social Enterprises.
More importantly, the Group and its staff collectively
made donations to Hong Kong Red Cross in support of the
disaster relief work for the Qinghai Earthquake.

Haitong International Caring Ambassadors organize or participate
in various community and charity activities.

Environmental Protection

The Group also organized and supported a host of
environmental protection activities, including YMCA of
Hong Kong's Toy Bank Programme; The Conservancy
Association’s Recycling of Old Clothes; and Christian
Action’s Second-Hand Books Charity Sale to raise staff’s
environmental awareness. Internally, the Group advocated
its staff to observe “Vegetarian Day” every Monday and
support “Lunch Hour Light-Out”.

Education

On the educational front, the Group sponsored the
“Student Awards Plan” organized by HKIVE of the
Vocational Training Council for students demonstrating
outstanding performance in financial subjects. To promote
business and financial education at university level, the
Group established “Haitong International New Generation
Leaders Scholarship” to sponsor undergraduate and MBA
scholarships across eight tertiary institutions in Hong
Kong and award students with outstanding academic
performance during the period.

The Group also sponsored “ACCA National Job Hunting

Competition”, aiming to enhance language proficiency,
presentation skills and interpersonal skills of tertiary
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students in Hong Kong and China. As part of its dedicated
efforts in providing investor education to the public,
the Group sponsored "HK Stocks Simulation League
Competition 2010 — Season 2", and offered investment
seminars targeting investors in Hong Kong and China.

Through committed involvement in community services,
the staff demonstrated their care for those in need,
and enhanced their communication and bonding in the
process.

Ham

geER MEWE

The Group is keen to promote environmental protection among
staff.

In recognition of Haitong International’s active participation
in and support of social and community services, the
Group has been publicly acknowledged as a “Caring
Company” by The Hong Kong Council of Social Service for
six consecutive years; while Prime Magazine had awarded
us the “Prime Award for Corporate Social Responsibility”
for four consecutive years from 2006 to 2009.

Awards and Achievements

The Group has won numerous accolades over the past
38 years for its outstanding achievements in innovation
and service excellence. During the period, the Group
received the “"Best Equity House in Hong Kong” by
Asiamoney, Sing Tao Daily and QQ.COM. On the whole,
the Group has been named the “Best Equity House in
Hong Kong"” by numerous international, mainland and local
institutions for 11 consecutive years since 2000.

The asset management division of the Group received
honours for two funds under "Lipper Fund Awards
Hong Kong 2010", namely the “Best Equity Hong
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Kong Mandatory Provident Fund over 5 years” for four
consecutive years, and the “Best Equity China Fund over
3 years"”. These two awards have affirmed industry-wide
recognition of the funds’ outstanding performance among
its peers in their own categories.

The Group received the “Best Equity House in Hong Kong 2010”
Award from Asiamoney.

On the quality management front, as early as 1999
Haitong International was the first financial institution
in Hong Kong and China to acquire 1SO9002 Quality
Management System Certification, which later has been
upgraded to 1ISO9001:2008 Certification in 2010.

The Group is renowned for its outstanding achievements
in information technology application. Today, the Group
is one of the few financial institutions to have attained
the 1SO27001:2005 Information Security Management
System Certification in Hong Kong and China. This
standard in information security management system
assures our customers that the Group complies with
international best practices in the area. During the period,
iT Technology (Shenzhen) Co. Limited, the Group's wholly-
owned subsidiary, received the CMMI Maturity Level 3
Certification for its excellence in software development.

With regard to environmental protection, the Group was
also awarded the “Class of Excellence” Wastewi$e
Label and the Carbon “Less” Certificate of the “Hong
Kong Awards for Environmental Excellence” organized
by the Environmental Campaign Committee and the
Environmental Protection Department during the
period. These labels are a further proof of the Group's
commitment to waste and carbon reduction efforts and
concern for our environment.



Board of Directors and Senior Management

The Board of Directors

Executive Directors

WONG Shiu Hoi, Peter, aged 70, joined the Group in November 1987 and was appointed as the Managing Director
and an Executive Director of the Company on 14 May 1996 as well as a Deputy Chairman of the Company on 10 March
2010. Mr. Wong is the Chief Executive of the Group as well as a member of the Credit Committee, the Executive
Committee and the Strategic Development Committee of the Company. He is also a director of various subsidiaries
of the Company and a responsible officer of Haitong International Capital Limited, Haitong International Investment
Services Limited and Haitong International Securities Company Limited under the Securities and Futures Ordinance.
Mr. Wong holds a Master of Business Administration Degree from the University of East Asia, Macau (currently known
as the “University of Macau”). He possesses over 30 years of experience in the financial services industry. Mr. Wong
is an independent non-executive director of High Fashion International Limited. He was an independent non-executive
director of Theme International Holdings Limited from 19 July 2004 to 26 November 2009. The shares of all these
companies are listed on The Stock Exchange of Hong Kong Limited. Mr. Wong is the immediate past chairman and
council member of the Hong Kong Institute of Directors as well as a director of the Hong Kong Securities Institute.

LI Jianguo, aged 47, was appointed as an Executive Director of the Company on 13 January 2010 as well as a Deputy
Chairman of the Company on 10 March 2010. He is also a member of the Strategic Development Committee of the
Company. He holds a doctorate degree in economics from Xi'an Jiaotong University. Mr. Li has 17 years of experience
in securities industry. He was a general manager of He Nan Securities Co., Ltd. from 1992 to 1998. He joined Haitong
Securities Co., Ltd. in 1998 and served as the deputy general manager of Haitong Securities Co., Ltd. from 1998 to
1999. He was the vice president and the general manager of Fullgoal Fund Management Co., Ltd. from 1999 to 2008.
Mr. Li has been the assistant of the general manager of Haitong Securities Co., Ltd. and the chairman of the board of
Haitong International Holdings Limited (formerly known as “Hai Tong (HK) Financial Holdings Limited”) since 2008 and
the deputy chairman of the board of Haitong International Holdings Limited since 9 August 2010.

LIN Yong, aged 41, was appointed as an Executive Director of the Company on 23 December 2009 and the Joint
Managing Director of the Company on 10 March 2010. He is also a member of the Credit Committee, the Executive
Committee and the Strategic Development Committee of the Company. Mr. Lin is a director of various subsidiaries of
the Company and a responsible officer of Hai Tong Asset Management (HK) Limited, Hai Tong Capital (HK) Limited,
Haitong International Asset Management Limited and Haitong International Capital Limited under the Securities and
Futures Ordinance. Mr. Lin holds a doctorate degree in economics from Xi‘an Jiaotong University. He has 15 years of
experience in investment bank industry. Mr. Lin worked for Guotai Securities Co., Ltd. from 1995 to 1996. He joined
Haitong Securities Co., Ltd. in 1996 and was a general manager of the Investment Banking Department of Haitong
Securities Co., Ltd. from 2001 to 2007. Mr. Lin is one of the first batch of sponsor representatives of China Securities
Regulatory Committee. He has been the chief executive officer of Haitong International Holdings Limited (formerly
known as “Hai Tong (HK) Financial Holdings Limited”) since 2007 and is responsible for the overall operation of Haitong
International Holdings Limited. Mr. Lin also concurrently serves as a member of the advisory committee of the Securities
and Futures Commission. In 2006, Mr. Lin was named /8% E+T A& H S F 2006 Top Ten Outstanding Young
Person in Financial Sector in Shanghai. He acts as an adjunct professor in Management College of Xiamen University
since 12 May 2010. Mr. Lin was an independent non-executive director of Shenzhen Laibao Hi-Tech Co., Ltd., which is a
company listed on the Shenzhen Stock Exchange, up to his resignation in April 2010. Mr. Lin is currently an independent
non-executive director of Mingfa Group (International) Company Limited. The shares of this company are listed on The
Stock Exchange of Hong Kong Limited.
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LEE Yiu Wing, William, aged 50, first joined the Group in 1988 and subsequently rejoined in 1997 after his departure
in 1995. Mr. Lee was appointed as an Executive Director of the Company on 29 June 2000. He is the Deputy Chief
Executive Officer of the Group as well as a member of the Credit Committee, the Executive Committee and the
Strategic Development Committee of the Company. In addition, Mr. Lee is the managing director of Haitong International
Securities Company Limited and a director of various subsidiaries of the Company. Mr. Lee is also a responsible officer
of Haitong International Consultants Limited, Haitong International Futures Limited, Haitong International Investment
Services Limited and Haitong International Securities Company Limited under the Securities and Futures Ordinance.
He is responsible for the Group’s market and business development. Mr. Lee holds a BA Degree in Economics and
Management from the University of Guelph, Canada. He possesses over 20 years of experience in the financial services
industry. Mr. Lee is the chairman of Hong Kong Securities Association. He is also a member of the Hong Kong Institute
of Directors, the Hong Kong Securities Institute, the Chamber of Listed Companies and the Cash Market Consultative
Panel of Hong Kong Exchanges and Clearing Limited. He is a committee member of the Investor Education Advisory
Committee of Securities and Futures Commission and Financial Services Advisory Committee of Hong Kong Trade
Development Council.

CHAN Chi On, Derek, aged 47, joined the Group in 1996 and was appointed as an Executive Director of the Company
on 29 June 2000. He is also a member of the Executive Committee of the Company. In addition, Mr. Chan is a director
of various subsidiaries of the Company, the managing director of Haitong International Capital Limited and a responsible
officer of Haitong International Capital Limited under the Securities and Futures Ordinance. Mr. Chan is in charge of the
corporate finance division. Mr. Chan holds a Master of Business Administration Degree from the Hong Kong University
of Science and Technology as well as a Social Sciences Degree in Economics from the University of Hong Kong.
Mr. Chan is an adjunct professor in the School of Accounting and Finance of the Hong Kong Polytechnic University. He
possesses over 20 years of experience in the financial services industry. Mr. Chan was an independent non-executive
director of GST Holdings Limited from 21 February 2005 to 18 December 2009. He is currently an independent non-
executive director of GZI Real Estate Investment Trust, Longfor Properties Co. Ltd. and Sheng Yuan Holdings Limited.
The shares of all these companies are listed on The Stock Exchange of Hong Kong Limited.

POON Mo Yiu, Patrick, aged 46, joined the Group in August 2008 and was appointed as an Executive Director of the
Company on 1 July 2009. He is the Chief Operating Officer of the Group as well as a member of the Credit Committee
and the Executive Committee of the Company. He is also a director of various subsidiaries of the Company. Mr. Poon
holds a Master of Business Administration Degree from the Chinese University of Hong Kong. He is a fellow of both
the Association of Chartered Certified Accountants and the Hong Kong Institute of Certified Public Accountants and a
member of the Institute of Chartered Accountants in England & Wales. Mr. Poon has extensive experience in financial
management, management information systems, accounting projects as well as various aspects of mergers and
acquisitions. Prior to joining the Group, Mr. Poon worked for Sun Hung Kai & Co. Limited as the Group Chief Operating
Officer and the Group Chief Financial Officer. He was also previously the Vice President in Finance of JPMorgan Chase
Bank and the Group Financial Controller of Jardine Fleming Group in Asia before its merger with JPMorgan Chase Bank.
Mr. Poon was an executive director of The Hong Kong Building and Loan Agency Limited from 28 September 2006 to
3 July 2007. The shares of this company are listed on The Stock Exchange of Hong Kong Limited.
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Non-executive Directors

LI Mingshan, aged 58, was appointed as the Chairman and a Non-executive Director of the Company on 13 January
2010. He is also a member of the Remuneration Committee and the Strategic Development Committee of the Company.
Mr. Li holds a master of business administration degree from Asia International Open University (Macau) and is a
senior economist. Mr. Li has 17 years of experience in securities industry and had been the vice president of Shenyin &
Wanguo Securities Co., Ltd. for 6 years and the deputy general manager of Shanghai Stock Exchange for 4 years. Mr. Li
joined Haitong Securities Co., Ltd. in 2001. He has been a director and the general manager of Haitong Securities Co.,
Ltd. since 2001 and the chairman of the board of Haitong International Holdings Limited (formerly known as “Hai Tong
(HK) Financial Holdings Limited”) since 9 August 2010.

JI Yuguang, aged 53, was appointed as a Non-executive Director of the Company on 13 January 2010. He is a member
of the Audit Committee, the Remuneration Committee and the Strategic Development Committee of the Company.
Mr. Ji holds a bachelor degree in economics from Beijing Vocational College of Finance and Commerce. Mr. Ji has
27 years of experience in finance and commerce industry. He had worked for Beijing Municipal Planning Economy
Committee (currently known as “Beijing Municipal Committee of Development and Reform”) for 6 years and Bank
of Communication Beijing Branch for 8 years. Mr. Ji joined Haitong Securities Co., Ltd. in 1995 and was the general
manager of Haitong Securities Co., Ltd. Beijing Langjiayuan Branch from 1995 to 1997. He has been the deputy general
manager of Haitong Securities Co., Ltd. since 1997 and a director of Haitong International Holdings Limited (formerly
known as “Hai Tong (HK) Financial Holdings Limited”) since 9 August 2010.

WU Bin, aged 38, was appointed as a Non-executive Director of the Company on 13 January 2010. He is a lawyer.
Mr. Wu holds a doctorate degree in economics from Shanghai Fudan University. He has 13 years of experience in
securities industry. Mr. Wu joined Haitong Securities Co., Ltd. in 1998 and has been the head of the general manager
office and the head of the compliance department of Haitong Securities Co., Ltd. since 2007. He also acted as the chief
compliance officer of Haitong Securities Co., Ltd. from 2007 to July 2010. He has taken a temporary post at Petition
Office of Shanghai Municipal Government from January 2010 to February 2011 for field practice. Mr. Wu has been a
director of Haitong International Holdings Limited (formerly known as “Hai Tong (HK) Financial Holdings Limited”) since
9 August 2010. He is also the deputy head of securities company compliance committee of the Securities Association
of China and a member of the securities investors protection experts committee of China Securities Investors Protection
Fund Co., Ltd.

CHEN Chungian, aged 47, was appointed as a Non-executive Director of the Company on 13 January 2010. Mr. Chen
holds a doctorate degree in economics from Xiamen University. He was a post-doctorate in statistics at Southwesten
University of Finance and Economics from 1995 to 1997. Mr. Chen has 12 years of experience in the securities industry.
He joined Haitong Securities Co., Ltd. in 1997 and has been the general manager of Haitong Securities Co., Ltd., Sales
Department since 2006. He was also the general manager of institutional business department from 2007 to March
2009.

CHENG Chi Ming, Brian, aged 28, joined the Group in June 2009 and was appointed as an Executive Director of
the Company on 1 July 2009. He was re-designated as a Non-executive Director of the Company with effect from
13 January 2010. Mr. Cheng is also a member of the Strategic Development Committee of the Company. Mr. Cheng
holds a Bachelor of Science Degree from Babson College in Massachusetts, U.S.A. He is an executive director of NWS
Holdings Limited and a non-executive director of Fook Woo Group Holdings Limited and Freeman Financial Corporation
Limited. The share of all these companies are listed on The Stock Exchange of Hong Kong Limited. Mr. Cheng is also
a director of certain subsidiaries of NWS Holdings Limited. He is mainly responsible for overseeing the infrastructure
business and the merger and acquisition affairs of NWS Holdings Limited and its subsidiaries. In addition, Mr. Cheng
is a director of Sino-French Holdings (Hong Kong) Limited, Sino-French Energy Development Company Limited, The
Macao Water Supply Company Limited as well as a director of a number of companies in Mainland China. Mr. Cheng
had previously been working as a research analyst in the Infrastructure and Conglomerates sector for CLSA Asia-Pacific
Markets.
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Independent Non-executive Directors

MAN Mo Leung, aged 58, was appointed as an Independent Non-executive Director of the Company on 1 July 2004
and is the Chairman of the Audit Committee and a member of the Remuneration Committee of the Company. Mr. Man
holds a Bachelor of Science Degree from the University College London. He is a fellow of the Hong Kong Institute of
Certified Public Accountants and the Institute of Chartered Accountants in England and Wales as well as a Certified
Public Accountant in Hong Kong. Mr. Man has been a partner of Moores Rowland Mazars, Chartered Accountants and
Certified Public Accountants since 1985 with extensive experience in assurance, business advisory and investigation
works. Since the reorganization in June 2007, he has been the executive chairman of Mazars CPA Limited. Mr. Man was
an independent non-executive director of RBI Holdings Limited (currently known as “Apollo Solar Energy Technology
Holdings Limited”) from 7 November 1995 to 3 July 2007 and an independent non-executive director of First Sign
International Holdings Limited (currently known as “Brightoil Petroleum (Holdings) Limited”) from 1 June 2004 to
11 July 2008. The shares of both companies are listed on The Stock Exchange of Hong Kong Limited.

TSUI Hing Chuen, William Jp, aged 59, was appointed as an Independent Non-executive Director of the Company on
1 July 2004 and is a member of the Audit Committee and the Chairman of the Remuneration Committee of the
Company. Mr. Tsui is the founder partner of Messrs. Lo, Wong & Tsui, Solicitors & Notaries since 1980. He has been a
solicitor of the High Court of Hong Kong since 1977, a solicitor of the Supreme Court of England & Wales since 1980 as
well as a barrister and solicitor of the Supreme Court of Victoria, Australia since 1983. He has also been an advocate and
solicitor of the Supreme Court of Republic of Singapore since 1985 and a notary public appointed by the Archbishop of
Canterbury, England since 1988. Mr. Tsui was appointed as a Justice of the Peace by the Government of Hong Kong in
1997. Mr. Tsui is currently an independent non-executive director of International Entertainment Corporation, Mongolia
Energy Corporation Limited and Vision Values Holdings Limited (formerly known as “New World Mobile Holdings
Limited”). The shares of all these companies are listed on The Stock Exchange of Hong Kong Limited.

LAU Wai Piu, Bill, aged 46, was appointed as an Independent Non-executive Director of the Company on 1 December
2006 and is a member of the Audit Committee and the Remuneration Committee of the Company. Mr. Lau is a member
of the Hong Kong Institute of Certified Public Accountants and a fellow of the Association of Chartered Certified
Accountants. Mr. Lau possesses over 20 years of extensive experience in accounting and financial management.
Mr. Lau is an independent non-executive director of International Entertainment Corporation, Mongolia Energy
Corporation Limited and Vision Values Holdings Limited (formerly known as “New World Mobile Holdings Limited”). The
shares of all these companies are listed on The Stock Exchange of Hong Kong Limited.

Senior Management

HUI Yee, Wilson, aged 52, is the Director of Sales and Marketing for the Group and the Managing Director of Haitong
International Futures Limited. He is also a director of Haitong International Bullion Limited and Haitong International
Securities Company Limited, and a responsible officer of Haitong International Futures Limited and Haitong International
Securities Company Limited under the Securities and Futures Ordinance. Mr. Hui is responsible for the development and
management of the Group's retail brokerage business. Mr. Hui holds a Bachelor Degree in Economics and Management
Studies from the University of Hong Kong. Mr. Hui joined the Group in 1995 after 14 years of experience in the banking
and securities industries. He is currently a member of the Hong Kong Institute of Directors and the Hong Kong Securities
Institute.
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LAU Yiu Wai, Joseph, aged 50, is the Managing Director of Hai Tong Asset Management (HK) Limited and Haitong
International Asset Management Limited. He is also a director of various subsidiaries of the Company and a responsible
officer of Hai Tong Asset Management (HK) Limited, Haitong International Asset Management Limited and Haitong
International Investment Managers Limited under the Securities and Futures Ordinance. Mr. Lau joined the Group
in 2000 and is responsible for the Group’'s asset management business, including management of investment
portfolios, business development and product development. He holds a Bachelor's Degree and a Master’'s Degree in
Economics from the University of Hong Kong. Prior to joining the Group, Mr. Lau worked at Jardine Fleming Investment
Management between 1996 and 1999 and Schroders Investment Management from 1991 to 1996. Mr. Lau is currently
licensed with the Securities and Futures Commission of Hong Kong for engaging in advising on securities, advising on
futures contracts and asset management. He has been a Chartered Financial Analyst since 1995.

YING Tak Sun, Nelson, aged 42, is the Chief Information Officer and Head of On-line Services of the Group. He is also
a director of various subsidiaries of the Company. Mr. Ying is responsible for developing the Group’s strategic roadmap
to enhance the Group's information technology capabilities and responsiveness to business needs, as well as promoting
and practising information technology governance. Mr. Ying holds a Bachelor of Computer Science from Boston College
in the United States of America. Prior to joining the Group in 2001, Mr. Ying has over 16 years of experience in financial
and technology management consulting, and software development spanning several Wall Street financial institutions
and global consulting firms.

ZHANG Xinjun, Jeff, aged 35, joined the Group in April 2010 and was appointed as the Chief Financial Officer of the
Group in September 2010. He is also a member of the Executive Committee and the Credit Committee as well as a
director of various subsidiaries of the Company. Mr. Zhang holds a Master Degree in Management from the Department
of Accounting of Nankai University. He is a Chinese Middle Grade Accountant and has extensive experience in financial
accounting, finance management and merger and acquisition. Prior to joining the Group, Mr. Zhang worked at the
Finance and Accounting Department of Haitong Securities Co., Ltd. and has been the Chief Financial Officer of Haitong
International Holdings Limited (formerly known as “Hai Tong (HK) Financial Holdings Limited") since January 2008.

SUN Jianfeng, aged 34, joined the Group in 2010 and is responsible for the development and management of the
Group's corporate finance division. He is also a member of the Executive Committee of the Company. In addition,
Mr. Sun is a director of Hai Tong Capital (HK) Limited and Haitong International Capital Limited as well as a responsible
officer of Hai Tong Capital (HK) Limited and Haitong International Capital Limited under the Securities and Futures
Ordinance. Mr. Sun holds a Master of Economics from Xi‘an Jiaotong University and is a chartered sponsor
representative in the PRC equity market. He possesses extensive experience in corporate finance industry. He
participated and completed a number of IPOs in Hong Kong and China.

SUN Tong, Tony, aged 34, is the Deputy Managing Director of Haitong International Securities Company Limited and
a responsible officer of Haitong International Securities Company Limited under the Securities and Futures Ordinance.
He is responsible for assisting and deputizing the Deputy Chief Executive Officer of the Company to take charge of
the overall operation and development of Haitong International Securities Company Limited. Mr. Sun graduated with a
Bachelor Degree in Computer Science from Nanjing Normal University and finished a postgraduate program of finance
at Shanghai Fudan University. He has 10 years of experience in securities industry. Mr. Sun joined Haitong Securities
Co., Ltd. in 2000. He was the senior manager of the president office and the secretary to president of Haitong Securities
Co., Ltd. from 2007 to April 2010. He has been the assistant general manager of Haitong International Holdings Limited
(formerly known as “Hai Tong (HK) Financial Holdings Limited”) since 2010 and responsible for frontline business.
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WU Kwok Leung, Edmond, aged 56, is the Operations Director of the Group and a director of various subsidiaries of
the Company. He is also a responsible officer of Haitong International Securities Company Limited under the Securities
and Futures Ordinance. Mr. Wu holds a Master of Business Administration Degree from the University of East Asia,
Macau (currently known as “the University of Macau”) and a Diploma of Management for Executive Development from
the Chinese University of Hong Kong. He has more than 25 years of experience in the field of banking and finance.
Before joining the Group, Mr. Wu held senior position with various financial institutions. He was formerly Vice-President
of First Pacific Bank Limited, Commercial Banking Group and Chief Operations Manager of The Sanwa Bank Limited. He
is currently a member of the Hong Kong Institute of Directors.

LO Wai Ho, Kendy, aged 48, is the Finance Director of the Group and a director of various subsidiaries of the
Company. He is responsible for accounting, settlement, and financial management. Mr. Lo holds a Master of Business
Administration Degree from Columbia Southern University in U.S.A. and a Professional Diploma in Accountancy from
the Hong Kong Polytechnic University. He has over 20 years’ experience in the securities and futures industry. Prior to
joining the Group in April 2004, Mr. Lo has held senior positions in regional financial institutions in Hong Kong. He is a
member of the Institute of Chartered Accountants in England and Wales and a member of the Hong Kong Institute of
Certified Public Accountants.

LAU Chi Keung, Sammy, aged 50, is the Director of Internal Audit and Special Projects of the Group. Mr. Lau holds
a Master of Applied Finance Degree from the University of Western Sydney. He has over 20 years of experience in
auditing, accounting and financial management. Mr. Lau is a fellow of the Association of Chartered Certified Accountants
and the Hong Kong Institute of Certified Public Accountants. He is also a member of the Institute of Chartered
Accountants in England and Wales, the Hong Kong Institute of Directors and the Hong Kong Securities Institute.

LI Tung Wing, Mike, aged 43, is the Company Secretary and Compliance Director of the Group. Mr. Li is responsible for
the company secretarial, legal and compliance functions of the Group. Mr. Li holds a Master of Business Administration
Degree from Heriot-Watt University in the United Kingdom. He has over 15 years of experience in the company
secretarial and compliance fields. Mr. Li is a fellow of the Association of Chartered Certified Accountants and the Hong
Kong Institute of Chartered Secretaries as well as a member of the Hong Kong Institute of Certified Public Accountants.
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Report of the Board of Directors

The directors present their report and the audited financial statements of the Company and the Group for the 18 months
ended 31 December 2010.

Principal activities

The principal activity of the Company is investment holding. The principal activities of the Company’s subsidiaries
comprise securities, futures and options contracts broking and trading, the provision of margin and other financing,
the provision of corporate advisory, placing and underwriting services, bullion contracts dealing and trading, leveraged
foreign exchange trading, the provision of nominee and custodian services, fund management, the provision of financial
planning and advisory services and proprietary securities trading. There were no significant changes in the nature of the
Group's principal activities during the 18 months ended 31 December 2010.

Results and dividends

The Group's profit for the 18 months ended 31 December 2010 and the state of affairs of the Company and the Group
at that date are set out in the financial statements on pages 108 to 235.

The directors have resolved to recommend a final dividend of HK8 cents per share in cash for the 18 months ended
31 December 2010 to shareholders whose names appear on the register of members of the Company on 29 April
2011. Together with the first interim dividend of HK10 cents per share paid on 30 April 2010 and the second interim
dividend of HK6 cents per share paid on 10 November 2010, the total distribution per share for the 18 months ended
31 December 2010 will thus be HK24 cents per share.

The proposed final dividend is subject to the approval of the Company’s shareholders at the forthcoming annual general
meeting. The final dividend will be paid on or about 27 May 2011.

The register of members of the Company will be closed from Thursday, 21 April 2011 to Friday, 29 April 2011, both dates
inclusive, during which period no transfer of shares will be registered. In order to qualify for the proposed final dividend,
all completed transfer forms accompanied by the relevant share certificates must be lodged with the Company’s Branch
Share Registrars in Hong Kong, Tricor Investor Services Limited, at 26/F., Tesbury Centre, 28 Queen’s Road East,
Wanchai, Hong Kong, for registration not later than 4:30 p.m. on Wednesday, 20 April 2011.

Summary financial information

A summary of the published results, assets, liabilities and non-controlling interests of the Group for the 18 months ended
31 December 2010 and the previous 10 financial periods/years, as extracted from the audited financial statements and
reclassified as appropriate, is set out on page 236 of this Annual Report. This summary does not form part of the audited
financial statements.

Charitable contributions

During the 18 months ended 31 December 2010, the Group made charitable contributions totalling HK$226,000.
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Reserves

Details of movements in the reserves of the Company and the Group during the 18 months ended 31 December 2010
are set out in note 31 to the financial statements and in the consolidated statement of changes in equity, respectively.

Distributable reserves

As at 31 December 2010, the Company’s reserves available for distribution, calculated in accordance with the provisions
of the Companies Act 1981 of Bermuda (as amended), amounted to HK$71,717,000, of which HK$57,203,000 has been
proposed as a final dividend for the 18 months ended 31 December 2010. In addition, the Company’s share premium
account, in the amount of HK$947,472,000, may be distributed in the form of fully paid bonus shares.

Fixed assets

Details of movements in the fixed assets of the Company and the Group during the 18 months ended 31 December
2010 are set out in note 13 to the financial statements.

Share capital

Details of movements in the Company’s share capital during the 18 months ended 31 December 2010, together with
the reasons therefor, are set out in note 29 to the financial statements.

Pre-emptive rights

There are no provisions for pre-emptive rights under the Company's Bye-laws or the laws of Bermuda, being the
jurisdiction in which the Company is incorporated, which would oblige the Company to offer new shares on a pro rata
basis to its existing shareholders.

Purchase, sale or redemption of listed securities of the Company

Neither the Company nor any of its subsidiaries had purchased, sold or redeemed any of the Company'’s listed securities
during the 18 months ended 31 December 2010 other than as an agent for clients of the Company or its subsidiaries.

Major customers and suppliers

In the 18 months ended 31 December 2010 under review, the revenue attributable to the 5 largest customers of the
Group accounted for less than 30% of the Group's total revenue for the 18 months ended 31 December 2010.

None of the directors of the Company or any of their associates or any shareholders (which, to the best knowledge
of the directors, own more than 5% of the Company's issued share capital) had any beneficial interest in the Group’s

5 largest customers.

The Group is a provider of financial services. In the opinion of the directors, it is therefore of no value to disclose details
of the Group's suppliers.

Haitong International Securities Group Limited ¢ Annual Report 2009/2010



Report of the Board of Directors

Directors

The directors of the Company during the 18 months ended 31 December 2010 were:

Executive directors:
Wong Shiu Hoi, Peter
Li Jianguo

Lin Yong

Lee Yiu Wing, William
Chan Chi On, Derek
Poon Mo Yiu, Patrick
Cheng Kar Shun, Henry
Doo Wai Hoi, William

Non-executive directors:

Li Mingshan

Ji Yuguang

Wu Bin

Chen Chungian

Cheng Chi Ming, Brian

Wong Kwok Kin, Andrew
Lam Wai Hon, Patrick

To Hin Tsun, Gerald

Lee Ka Sze, Carmelo

(appointed on 13 January 2010)
(appointed on 23 December 2009)

(appointed on 1 July 2009)
(resigned on 13 January 2010)
(resigned on 13 January 2010)

appointed on 13 January 2010)
appointed on 13 January 2010)

(
(
(appointed on 13 January 2010)
(appointed on 13 January 2010)
(

appointed as executive director on 1 July 2009 and re-designated as non-
executive director on 13 January 2010)

resigned on 13 January 2010)

(

(resigned on 13 January 2010)
(resigned on 13 January 2010)
(

resigned on 13 January 2010)

Independent non-executive directors:

Man Mo Leung
Tsui Hing Chuen, William
Lau Wai Piu, Bill

Reference is made to the announcement of the Company dated 16 March 2011, with respect to certain proposed

changes of directors and executive functions of directors of the Company, including, among others, the proposed

retirement of Mr. Wong Shiu Hoi, Peter as an executive director of the Company at the forthcoming annual general

meeting.

In accordance with the Company’s Bye-laws, Messrs. Wong Shiu Hoi, Peter, Lin Yong, Chan Chi On, Derek, Man Mo

Leung, Tsui Hing Chuen, William and Lau Wai Piu, Bill shall retire and, being eligible, shall offer themselves (except for

Mr. Wong Shiu Hoi, Peter) for re-election at the forthcoming annual general meeting.

No director proposed for re-election at the forthcoming annual general meeting has a service contract with the Company

or any of its subsidiaries which is not determinable by the employing company within 1 year without payment of

compensation, other than statutory compensation.
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Directors’ and senior management’s biographies

Biographical details of the directors of the Company and the senior management of the Group are set out on pages 67
to 72 of this Annual Report.

Directors’ service contracts

No director has a service contract with the Company or any of its subsidiaries which is for a duration that may exceed
3 years or which requires the Company to, in order to terminate such contract, give a notice period of more than 1 year
or pay compensation or make other payments equivalent to more than 1 year's emoluments.

Directors’ interests in contracts

No director had a material interest, either directly or indirectly, in any contract of significance to the business of the
Group to which the Company or any of its subsidiaries was a party during the 18 months ended 31 December 2010.

Directors’ interests and short positions in shares, underlying shares and debentures

As at 31 December 2010, the interests and short positions of the directors in the shares, underlying shares and
debentures of the Company and any of its associated corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFQ")), as recorded in the register required to be kept by the Company pursuant to Section 352
of the SFO, or as otherwise notified to the Company and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”), were as follows:

The Company

Number of Approximate
underlying percentage of
Number of shares held shares held the Company's
Personal Family Corporate under equity total issued
Name of directors Class of shares interests  interests  interests derivatives Total share capital
Wong Shiu Hoi, Peter  Ordinary shares/ 8,200,000 - - 4,069,859 12,269,859 1.72
share options (Note 1) (Note 2)
Li Jianguo Share options - - - 799,297 799,297 0.1
(Note 3)
Lin Yong Share options - - - 799,297 799,297 0.1
(Note 3)
Lee Yiu Wing, William  Share options - - - 3,152,306 3,152,306 0.44
(Note 4)
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Number of shares held

Number of
underlying
shares held

Approximate
percentage of
the Company's

Personal Corporate under equity total issued

Name of directors Class of shares interests interests derivatives Total share capital

Chan Chi On, Derek Ordinary shares/ 879,485 - 3,052,393 3,931,878 0.55
share options (Note 1) (Note 5)

Poon Mo Yiu, Patrick Share options = = 1,198,946 1,198,946 0.17
(Note 3)

Li Mingshan Share options - - 799,297 799,297 0.11
(Note 3)

Ji Yuguang Share options - - 499,561 499,561 0.07
(Note 3)

Wu Bin Share options - - 499,561 499,561 0.07
(Note 3)

Chen Chungian Share options - - 499,561 499,561 0.07
(Note 3)

Cheng Chi Ming, Brian ~ Share options - - 499,561 499,561 0.07
(Note 3)

Man Mo Leung Share options - - 499,561 499,561 0.07
(Note 3)

Tsui Hing Chuen, Share options - - 499,561 499,561 0.07
William (Note 3)

Lau Wai Piu, Bill Share options - - 499,561 499,561 0.07
(Note 3)

Notes:

1. These shares are held by the relevant director as beneficial owner.

2. These shares would be allotted and issued to Mr. Wong Shiu Hoi, Peter upon the exercise in full of the share options granted to
Mr. Wong under the 2002 share option scheme of the Company. These share options, all of which remained exercisable as at
31 December 2010, were exercisable as to (i) 2,071,616 share options at the subscription price of HK$5.879 per share during the
period from 1 June 2008 to 31 May 2016; and (ii) 1,998,243 share options at the subscription price of HK$4.854 per share during

the period from 3 March 2011 to 2 March 2019.

2 March 2019.

These shares would be allotted and issued to the relevant director upon the exercise in full of the share options granted to the
relevant director under the 2002 share option scheme of the Company. These share options, all of which remained exercisable as
at 31 December 2010, were exercisable at the subscription price of HK$4.854 per share during the period from 3 March 2011 to
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4.  These shares would be allotted and issued to Mr. Lee Yiu Wing, William upon the exercise in full of the share options granted
to Mr. Lee under the 2002 share option scheme of the Company. These share options, all of which remained exercisable as at
31 December 2010, were exercisable as to (i) 1,553,711 share options at the subscription price of HK$5.879 per share during the
period from 1 June 2008 to 31 May 2016; and (i) 1,598,595 share options at the subscription price of HK$4.854 per share during
the period from 3 March 2011 to 2 March 2019.

5. These shares would be allotted and issued to Mr. Chan Chi On, Derek upon the exercise in full of the share options granted to
Mr. Chan under the 2002 share option scheme of the Company. These share options, all of which remained exercisable as at
31 December 2010, were exercisable as to (i) 1,553,711 share options at the subscription price of HK$5.879 per share during the
period from 1 June 2008 to 31 May 2016; and (i) 1,498,682 share options at the subscription price of HK$4.854 per share during
the period from 3 March 2011 to 2 March 2019.

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

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

Save as disclosed above, as at 31 December 2010, none of the directors or their associates had registered any other
interests or short positions in the shares, underlying shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) that was required to be recorded in the register kept by the
Company pursuant to Section 352 of the SFO, or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

Directors’ rights to acquire shares or debentures

Save as disclosed under the sections headed “Directors’ interests and short positions in shares, underlying shares and
debentures” above and “Share option schemes” below, at no time during the 18 months ended 31 December 2010
were rights to acquire benefits by means of the acquisition of shares in or debentures of the Company granted to any
director or their respective spouse or children under 18 years of age, or were any such rights exercised by them; or was
the Company or any of its subsidiaries a party to any arrangement to enable the directors to acquire such rights in any
other body corporate.

Share option schemes

On 23 August 2002, the shareholders of the Company approved the adoption of a share option scheme (the “2002 Share
Option Scheme”). A summary of the principal terms of the 2002 Share Option Scheme, as disclosed in accordance with
the Listing Rules, is set out as follows:

Purpose of the 2002 Share Option Scheme:

To attract, retain and motivate talented employees to strive towards long term performance targets set by the Company
and its subsidiaries and at the same time to allow the participants to enjoy the results of the Company attained through
their effort and contribution.

Participants of the 2002 Share Option Scheme:
Any full time employees, executive and non-executive directors of the Company or any of its subsidiaries or associates.
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Total number of shares available for issue under the 2002 Share Option Scheme and percentage of the
Company’s issued share capital as at the date of this annual report:

The maximum number of shares which may be issued upon exercise of all options to be granted under the 2002 Share
Option Scheme and any other share option schemes of the Company shall not in aggregate exceed 10% of the total
number of shares in issue as at the date of adoption of the 2002 Share Option Scheme (the “Scheme Mandate Limit")
but the Company may seek approval of its shareholders at general meetings to refresh the Scheme Mandate Limit, save
that the maximum number of shares in respect of which options may be granted by directors of the Company under the
2002 Share Option Scheme and any other share option schemes of the Company shall not exceed 10% of the issued
share capital of the Company as at the date of approval by the shareholders of the Company at general meetings where
such limit is refreshed. Options previously granted under the 2002 Share Option Scheme and any other share option
schemes of the Company (including those outstanding, cancelled, lapsed or exercised options) will not be counted for
the purpose of calculating such 10% limit as refreshed. Notwithstanding the aforesaid in this paragraph, the maximum
number of shares which may be issued upon exercise of all outstanding options granted and yet to be exercised under
the 2002 Share Option Scheme and any other share option schemes of the Company shall not exceed 30% (or such
higher percentage as may be allowed under the Listing Rules) of the total number of shares in issue from time to time.

As at the date of this annual report, the total number of shares available for issue under the 2002 Share Option Scheme
was 1,687,426 shares, which represented approximately 0.236% of the issued share capital of the Company at that day.

Maximum entitlement of each participant under the 2002 Share Option Scheme:

The maximum number of shares issued and to be issued upon exercise of the options granted to each participant under
the 2002 Share Option Scheme and any other share option schemes of the Company (including both exercised and
outstanding options) in any 12-month period shall not exceed 1% of the total number of the Company’s shares in issue.
Any further grant of share options in excess of this limit is subject to approval by the shareholders of the Company at a
general meeting.

Share options granted to a director, chief executive or substantial shareholders of the Company, or to any of their
associates, are subject to approval in advance by the independent non-executive directors. In addition, any share
options granted to a substantial shareholder or an independent non-executive director of the Company, or to any of their
associates, in excess of 0.1% of the total number of shares of the Company in issue at the date on which such grant is
proposed by the directors or with an aggregate value (based on the closing price of the Company's shares at the date
on which such grant is proposed by the directors) in excess of HK$5 million, within any 12-month period, are subject to
shareholders’ approval in advance at a general meeting of the Company.

The period within which the shares must be taken up under an option and the minimum period for which
an option must be held before it can be exercised:

The exercise period of the share options granted is determinable by the directors, and such period shall commence not
earlier than 6 months from the date of the grant of the options and expire not later than 10 years after the date of grant
of the options.

The amount payable on application or acceptance of the option and the period within which payments or
calls must or may be made or loans for such purposes must be paid:

The offer of a grant of share options may be accepted within 30 days from the date of the offer upon payment of a
consideration of HK$1 by the grantee.
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The basis of determining the exercise price:

The exercise price of the share options is determinable by the directors, and shall be at least the highest of (i) the closing
price of the Company's shares as stated in the Stock Exchange’s daily quotations sheet on the offer date; (ii) the average
closing price of the Company'’s shares as stated in the Stock Exchange's daily quotations sheets for the 5 trading days
immediately preceding the offer date; and (iii) the nominal value of the Company’s shares.

The remaining life of the 2002 Share Option Scheme:
The 2002 Share Option Scheme shall be valid and effective for a period of 10 years commencing from the date on which
it is conditionally adopted by resolution of the Company at general meetings and will expire on 22 August 2012.

Details of the movement of share options under the 2002 Share Option Scheme during the 18 months
ended 31 December 2010 were as follows:

Number of share options Price of Company's shares***
Atimmediately At immediately
Name or At Granted  Adjusted  Exercised Lapsed At Date of Exercise Exercise  preceding the  preceding the
category of 1 July during during during during  31December  grant of share period of price of grant date of exercise date of
participants 2009 the period the period the period  the period 2010 options*  share options share options**  share options  share options

HKS per share ~ HKS per share  HKS per share

Directors

Wong Shiu Hoi, 2,073,242 - (1,626) - - 2,071,616 1 December 1 June 2008 - 5.879 5.69 N/A
Peter (Note 1) 2007 31 May 2016 (Note 1)

- 2,000,000 (1,757) = - 1,998,243 3 September 3 March 2011 - 4854 479 N/A
(Note 2) 2010 2 March 2019 (Note 2)

Li Jianguo - 800,000 (703) - - 799,297 3 September 3 March 2011 - 4.854 479 N/A
(Note 2) 2010 2 March 2019 (Note 2)

Lin Yong - 800,000 (703) - - 799,297 3 September 3 March 2011 - 4.854 479 N/A
(Note 2) 2010 2 March 2019 (Note 2)

Lee Yiu Wing, 1,554,931 - (1,220) - - 1,653,711 1 December 1 June 2008 - 5.879 5.69 N/A
William (Note 1) 2007 31 May 2016 (Note 1)

- 1,600,000 (1,405) = - 1,598,595 3 September 3 March 2011 - 4854 479 N/A
(Note 2) 2010 2 March 2019 (Note 2)

Chan Chi On, 1,554,931 = (1,220) = - 1,563,711 1 December 1 June 2008 - 5.879 5.69 N/A
Derek (Note 1) 2007 31 May 2016 (Note 1)

- 1,500,000 (1,318) = - 1,498,682 3 September 3 March 2011 - 4854 479 N/A
(Note 2) 2010 2 March 2019 (Note 2)

Poon Mo Yiu, - 1,200,000 (1,054) - - 1,198,946 3 September 3 March 2011 - 4.854 479 N/A
Patrick (Note 2) 2010 2 March 2019 (Note 2)

Li Mingshan - 800,000 (703) - - 799,297 3 September 3 March 2011 - 4.854 479 N/A
(Note 2) 2010 2 March 2019 (Note 2)

Ji Yuguang - 500,000 (439) - - 499,561 3 September 3 March 2011 - 4.854 479 N/A
(Note 2) 2010 2 March 2019 (Note 2)

Wu Bin - 500,000 (439) = - 499,561 3 September 3 March 2011 - 4854 479 N/A
(Note 2) 2010 2 March 2019 (Note 2)
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Number of share options

Price of Company’s shares***

At immediately

At immediately

Name or At Granted  Adjusted  Exercised Lapsed At Date of Exercise Exercise  preceding the  preceding the
category of 1 July during during during during  31December  grant of share period of price of grant date of exercise date of
participants 2009 the period the period the period  the period 2010 options*  share options share options**  share options  share options
HK$ per share  HKS per share  HKS$ per share
Chen Chungian - 500,000 (439) - - 499,561 3 September 3 March 2011 - 4.854 4.79 N/A
(Note 2) 2010 2 March 2019 (Note 2)
Cheng Chi Ming, - 500,000 (439) = - 499,561 3 September 3 March 2011 - 4.854 4.79 N/A
Brian (Note 2) 2010 2 March 2019 (Note 2)
Man Mo Leung = 500,000 (439) = = 499,561 3 September 3 March 2011 - 4.854 4.79 N/A
(Note 2) 2010 2 March 2019 (Note 2)
Tsui Hing Chuen, - 500,000 (439) - - 499,561 3 September 3 March 2011 - 4,854 479 N/A
William (Note 2) 2010 2 March 2019 (Note 2)
Lau Wai Piu, Bill - 500,000 (439) - - 499,561 3 September 3 March 2011 - 4,854 479 N/A
(Note 2) 2010 2 March 2019 (Note 2)
5,183,104 12,200,000 (14,782) - - 17,368,322
Continuous
contract
employees
In aggregate 21,509,884 - (13,057) (1,740,225  (2,980,071) 16,776,531 1 December 1 June 2008 - 5.875 5.69 6.976
(Note 1) (Note 3) 2007 31 May 2016 (Note 1)
In aggregate - 21,280,000 (18,165) - (600,0000 20,661,835 3 September 3 March 2011 - 4.854 4.79 N/A
(Note 2) (Note 4) 2010 2 March 2019 (Note 2)
21,509,884 21,280,000 (31,222)  (1,740,225) (3,580,071) 37,438,366
26,692,988 33,480,000 (46,004)  (1,740,225)  (3,580,071) 54,806,688

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

options referred to above are subject to a 6-month vesting period.

**  The exercise price of the share options is subject to adjustment in the case of rights or bonus issues, or other similar changes in
the Company's share capital.

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

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

(1) The Company declared a final dividend for the 18 months ended 30 June 2009 in scrip form with a cash option on 7 October 2009
and a second interim dividend for the 12 months ended 30 June 2010 in cash with a scrip option on 19 August 2010, which gave
rise to adjustments to the number of unexercised share options and the exercise price. The exercise price per share of the share
options was adjusted from HK$5.875 to HK$5.874 on 15 January 2010 and further to HK$5.879 on 10 November 2010.

(2)  The Company declared a second interim dividend for the 12 months ended 30 June 2010 in cash with a scrip option on 19 August
2010, which gave rise to adjustments to the number of unexercised share options and the exercise price. The exercise price per
share of the share options was adjusted from HK$4.85 to HK$4.854 on 10 November 2010.

(3)  These share options lapsed during the 18 months ended 31 December 2010 as a result of staff resignations.

(4)  These share options lapsed during the 18 months ended 31 December 2010 as a result of non-acceptance of the grant of share
options.

The fair value of the share options granted during the 18 months ended 31 December 2010 was HK$30,726,712
(HK$0.92 each) of which the Group recognised a share option expense of HK$12,791,000 during the 18 months ended
31 December 2010.

The fair value of the equity-settled share options granted during the 18 months ended 31 December 2010 was estimated
as at the date of grant, using the binomial model, taking into accounts the terms and conditions upon which the options
were granted. The following table lists the inputs to the model used:

Share price at the date of grant HK$4.85
Contractual option life 8.5 years
Exercise price HK$4.85
Expected volatility 52.56%
Expected option life 8.5 years
Expected dividend yield (%) 5.61%
Risk-free interest rate (%) (based on Exchange Fund Notes) 1.7456%

The expected volatility is based on the historic volatility, and calculated based on the contractual life of the share options.
Expected dividend yield is based on historical dividends. Estimation of fair value could be materially affected due to the
changes in the input assumptions disclose above.
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Substantial shareholders’ interests and short positions in shares and underlying shares

As at 31 December 2010, the interests and short positions of those persons (other than the directors of the Company)
in the shares and underlying shares of the Company as required to be recorded in the register required to be kept by the
Company pursuant to Section 336 of the SFO, were as follows:

Approximate

Number of percentage
underlying of the
shares held Company's
Name of substantial Number of shares held under equity total issued

shareholders and nature of interests derivatives Total share capital
Note Direct Deemed

Haitong Securities Co., Ltd. (1) - 433,249,077 - 433,249,077 60.59
("HSCL")

Haitong International Holdings - 433,249,077 - - 433,249,077 60.59
Limited (“"HIHL")

Cheng Yu Tung Family (2) = 64,213,732 - 64,213,732 8.98
(Holdings) Limited (“CYTF")

Centennial Success Limited (2) - 64,213,732 - 64,213,732 8.98
("CSL")

Chow Tai Fook Enterprises (2) - 64,213,732 - 64,213,732 8.98
Limited ("CTFE")

New World Development (2) - 64,213,732 - 64,213,732 8.98
Company Limited (“NWD")

NWS Holdings Limited (2) = 64,213,732 - 64,213,732 8.98
("NWS")

NWS Service Management (2) - 64,213,732 - 64,213,732 8.98

Limited (incorporated in the
Cayman Islands) (“NWSSM
(Cayman)"”)
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Approximate

Number of percentage
underlying of the
shares held Company’s
Name of substantial Number of shares held under equity total issued
shareholders and nature of interests derivatives Total share capital
Note Direct Deemed
NWS Service Management (2) - 64,213,732 - 64,213,732 8.98
Limited (incorporated in
the British Virgin Islands)
("NWSSM (BVI)")
NWS Financial Management = 64,213,732 = — 64,213,732 8.98
Services Limited
("NWSFM")
Notes:

(1) HSCL held the entire issued share capital of HIHL. By virtue of the provisions of the SFO, HSCL is deemed to be interested in the
Shares in which HIHL is interested.

(2)  CYTF held a 51% interest in CSL, which in turn held the entire issued share capital of CTFE. CTFE and its subsidiaries held an
interest of approximately 40.25% in NWD, which in turn and its subsidiaries held approximately 59.16% of the issued share
capital of NWS. NWS, through its wholly-owned subsidiary, NWSSM (Cayman), held the entire issued share capital of NWSSM
(BVI), which in turn held the entire issued share capital of NWSFM. By virtue of the provisions of the SFO, each of CYTF,
CSL, CTFE, NWD, NWS, NWSSM (Cayman) and NWSSM (BVI) is deemed to be interested in the shares in which NWSFM is
interested.

All the interests disclosed above represent long positions in the shares and underlying shares of the Company.
Save as disclosed above, as at 31 December 2010, no person, other than the directors of the Company, whose interests
are set out in the section headed “Directors’ interests and short positions in shares, underlying shares and debentures”

above, had registered an interest or short position in the shares or underlying shares of the Company that was required
to be recorded pursuant to Section 336 of the SFO.
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Directors’ interests in competing businesses

Each of Mr. Li Jianguo (an executive director), Mr. Lin Yong (an executive director), Mr. Li Mingshan (a non-executive
director), Mr. Ji Yuguang (a non-executive director) and Mr. Wu Bin (a non-executive director) (the “Relevant Directors”)
is either a director of HSCL and/or a director of certain member(s) of the HSCL Group. The HSCL Group competes or
may compete, either directly or indirectly, with the business of the Group as it operates.

The board of directors of the Company consider that, having considered the facts that:

() Mr. Li Jianguo and Mr. Lin Yong (both are executive directors) represent only one-third of the executive board of
directors while Mr. Li Mingshan, Mr. Ji Yuguang and Mr. Wu Bin (all are non-executive directors) do not participate
in the daily operations of the Group, and the remaining two-thirds of the executive board of directors together with
the three independent non-executive directors are capable of taking the lead where potential conflict of interests
arise;

(i) the Group is capable of, and does carry on its business independently of, and on an arm’s length basis with the
competing business of the HSCL Group;

(iiiy the Group and the HSCL Group has each augmented its business in a way so as to optimize the synergistic effect
between the Group and the HSCL Group with a view to, where that is appropriate, minimizing duplication in terms
of allocation of time and resources, and promoting efficiency, effectiveness and qualify in the development of their
respective businesses;

(iv) the Company has established corporate governance procedures to ensure business opportunities and performance
are independently assessed and reviewed from time to time;

(v) the Relevant Directors are fully aware of their fiduciary duty to the Group, and will abstain from voting on any
matter where there is or may be a conflict of interest; and

(vi) the competing business in which the HSCL Group is engaged is primarily focused in the PRC whereas the Group’s
business is primarily Hong Kong-based,

the Group's interest is adequately safeguarded.

Since (i) all the major and important corporate actions of the Company are and will be fully deliberated and determined
by the board of directors of the Company and (ii) any director(s) who is/are or deemed to be interested in any proposed
transaction(s) will have his/their interest fully disclosed and will abstain from voting at the relevant resolution(s) in
accordance with the applicable requirements of the Bye-laws of the Company, the board of directors of the Company
is of the view that each of the Relevant Directors does not, by himself or in an individual capacity, compete with the
Company and/or the business of the Group.

Based on the above, as at 31 December 2010, none of the directors of the Company and their associates had any

interests in an entity whose business competes or is likely to compete, either directly or indirectly, with the Company’s
business.
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Connected transactions and continuing connected transactions

The connected transactions/continuing connected transactions undertaken by the Group are included in the transactions
set out in note 35 to the financial statements.

The independent non-executive directors have reviewed the continuing connected transactions in note 35 to the financial
statements and have confirmed that the continuing connected transactions have been entered into (i) in the ordinary and
usual course of business of the Group; (ii) on normal commercial terms or on terms no less favourable to the Group than
terms available to or from (as appropriate) independent third parties; and (iii) in accordance with the relevant agreements
governing them on terms that are fair and reasonable and in the interests of the shareholders of the Company as a
whole.

The Company's auditor was engaged to report on the Group’s continuing connected transactions in accordance with
Hong Kong Standard on Assurance Engagements 3000 “Assurance Engagements Other Than Audits or Reviews of
Historical Financial Information” and with reference to Practice Note 740 "Auditor’s Letter on Continuing Connected
Transactions under the Hong Kong Listing Rules” issued by the Hong Kong Institute of Certified Public Accountants. The
auditor has issued his unqualified letter containing his findings and conclusions in respect of the continuing connected
transactions disclosed by the Group in note 35 to the financial statements in accordance with paragraph 14A.38 of the
Listing Rules. A copy of the auditor’s letter has been provided by the Company to the Stock Exchange.

Sufficiency of public float

Based on information that is publicly available to the Company and within the knowledge of the directors, at least 25%
of the Company'’s total issued share capital was held by the public as at the date of this report.

Corporate governance

The Company’s corporate governance principles and practices are set out in the Corporate Governance Report on pages
22 to 32 of this Annual Report.

Auditors

The financial statements for the 18 months ended 31 December 2010 of the Company have been audited by
PricewaterhouseCoopers who will retire and, being eligible, offer themselves for reappointment.

On behalf of the board

LI Mingshan
Chairman

Hong Kong, 16 March 2011
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PRICEWATERHOUSE(COPERS

EERKEBEESHMELR PricewaterhouseCoopers

22/F, Prince’s Building
Central, Hong Kong
Telephone: (852) 2289 8888
Facsimile:  (852) 2810 9888
www.pwchk.com

TO THE SHAREHOLDERS OF HAITONG INTERNATIONAL SECURITIES GROUP LIMITED
(Formerly known as Taifook Securities Group Limited)
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Haitong International Securities Group Limited (formerly
known as Taifook Securities Group Limited) (the “Company”) and its subsidiaries (together, the “Group”) set out on
pages 108 to 235, which comprise the consolidated and Company balance sheets as at 31 December 2010, and the
consolidated income statement, the consolidated statement of comprehensive income, the consolidated statement
of changes in equity and the consolidated statement of cash flows for the 18 months then ended, and a summary of
significant accounting policies and other explanatory notes.

Directors’ responsibility for the financial statements

The directors of the Company are responsible for the preparation and the true and fair presentation of these consolidated
financial statements in accordance with Hong Kong Financial Reporting Standards issued by the Hong Kong Institute of
Certified Public Accountants and the disclosure requirements of the Hong Kong Companies Ordinance. This responsibility
includes designing, implementing and maintaining internal control relevant to the preparation and the true and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit and to report our
opinion solely to you, as a body, in accordance with Section 90 of the Companies Act 1981 of Bermuda and for no other
purpose. We do not assume responsibility towards or accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong Institute of

Certified Public Accountants. Those standards require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance as to whether the financial statements are free from material misstatement.
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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’'s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and true and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity's internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by the directors, as
well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion

In our opinion, the consolidated financial statements give a true and fair view of the state of affairs of the Company
and of the Group as at 31 December 2010 and of the Group's profit and cash flows for the 18 months then ended in

accordance with Hong Kong Financial Reporting Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 16 March 2011
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Consolidated Income Statement

ek

For the 18 months ended 31 December 2010
EF2010% 12531 H1F 18187

For the For the
18 months 18 months
ended ended
31 December 30 June
2010 2009
B Z2010%F HZ=2009F
12A31H 1t 6 H30H Ik
181@ A 181E A
Note HK$’ 000 HK$'000
B &E FET FHIT
Revenue WA 5 1,459,935 1,084,604
Other income HAn A 5 55,018 66,369
1,514,953 1,150,973
Employee benefits costs: EERFFAXL
Salaries and allowances, bonuses He ke EAK 6
and pension scheme contributions RN ET BN (439,213) (349,099)
Commission to accounts executives ZRPEX{FHEE 6 (252,410) (223,347)
Depreciation e 13 (49,370) (42,295)
Other operating expenses HgEms (339,962) (274,641)
Gain/(loss) on re-measurement é%ﬁd‘ghf’ﬁ/—?%ﬁﬁ/
of assets/liabilities classified BBz (EE)
as held for sale 2,023 (24,132)
(1,078,932) (913,514)
Finance costs ZURID N 6 (39,194) (35,401)
Operating profit KR 396,827 202,058
Share of profit of an associate FER B R E) R 18 1,718 6,324
Profit before taxation FRBE AR R 398,545 208,382
Taxation expenses MIEREY 9 (53,386) (20,054)
Profit for the period HA R R 345,159 188,328
Attributable to: AR AT -
Equity holders of the Company PAN/NGI @S Y SN 10 345,795 188,974
Non-controlling interests FEFZE ) 14 A 2 (636) (646)
345,159 188,328
Dividends BE 11
First interim dividend %’f;ﬁ\qﬂﬁﬂﬂﬁ%\ 70,896 34,818
Second interim dividend R EARR S 42,538 -
Final dividend paid in respect ?jﬁ EEF/)EHZ
of the previous year R EAR% = 388
Proposed final dividend Tﬁﬁx)ﬁﬂiﬁﬁﬂ 57,203 56,516
170,637 91,722
Earnings per share attributable to 742 B R A #EH A fE1G 12
equity holders of the Company BRER
Basic HIA HK48.80cents HK27.61cents
48.8078 1L 27.61784
Diluted g HK48.68cents HK27.59cents
48.683E 1l 27 5941l
The notes on pages 117 to 235 form an integral part of this 117252358 2K ARNGAMIEER 248
consolidated financial information. A E 1 o
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Consolidated Statement of Comprehensive Income

FEREBGER

For the 18 months ended 31 December 2010
222010912531 H1F 18185

For the For the
18 months 18 months
ended ended
31 December 30 June
2010 2009
HZE2010%F 20094
12A31H81t 6 A30H It
1818 A 181 A
HK$'000 HK$'000
FHExT FHT
Profit for the period B RS 345,159 188,328
Changes in fair value of available-for-sale AEHERE 2 AT EE
investments 5,731 (58,584)
Impairment loss of available-for-sale R AR NI0RR 2 Al &
investments charged to income statement &R EEE = 5,922
Other comprehensive income MM E M2 ks
for the period 5,731 (52,662)
Total comprehensive income MmN ELALE
for the period 350,890 135,666
Attributable to: LA ARG -
Equity holders of the Company RATRAFEFE A 351,526 136,312
Non-controlling interests FEF2E I 1 A 2 (636) (646)
350,890 135,666

The notes on pages 117 to 235 form an integral part of this
consolidated financial information.
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Consolidated Balance Sheet

mEBEEAER

As at 31 December 2010
R2010F12/31H

31 December 30 June
2010 2009
20104 20094
12A31H 6 H30H
Note HK$'000 HK$'000
P 5T FET FET
ASSETS BE
Non-current assets FRBEE
Fixed assets EEEE 13 151,420 119,036
Goodwill ma 14 9,854 9,854
Other intangible assets EMEREE 115 6,609 4,609
Other assets HiEE 16 43,513 7,025
Interest in an associate REE N B 2 18 = 9,119
Available-for-sale investments A EEKRE 19 32,018 33,075
Deferred tax assets IREFI T A B 28 2,343 10,598
245,757 193,316
Current assets RBEE
Advances to customers HBTITEFEZBR 20 4,375,589 1,726,668
Accounts receivable JFE I BR 53R 21 966,946 2,745,969
Prepayments, deposits and other FERHIE - EZE& Kk
receivables H fih fE W BR1E 22 133,600 40,510
Tax prepaid TR FIR 21,725 29,019
Assets classified as held for sale BENRENEE = 80,374
Financial investments at fair value BAVEGABRZ
through profit or loss 5 E 23 92,251 22,628
Cash held on behalf of customers REFEEZHS 24 5,158,603 3,661,886
Cash and bank balances e RIBITET 417,680 403,790
11,166,394 ?7,77717(1573{{47
Total assets EEHATE 11,412,151 8,904,160
EQUITY AND LIABILITIES RERERE
Equity attributable to equity holders ZA2AFRKRAFEA
of the Company PEAG AR AE
Issued capital BEITIRA 29 (71,503) (70,645)
Reserves HiE 31 (2,041,874) (1,798,303)
Proposed final dividend FER AR EAR B 11 (57,203) (56,516)
(2,170,580)  (1,925,464)
Non-controlling interests eI RE S (6,758) (5,394)
Total equity R4 %E (2,177,338) (1,930,858)

Haitong International Securities Group Limited ¢ Annual Report 2009/2010



Consolidated Balance Sheet

FEEEAER
As at 31 December 2010
R201012H31H
31 December 30 June
2010 2009
20104 20094
12A31H 6H30H
Note HK$'000 HK$'000
B &E FExT FHIT
Liabilities =L
Non-current liabilities FnBERF
Deferred tax liabilities ELEHIRAE 28 (19,832) (14,207)
(19,832) (14,207)
Current liabilities REEE
Accounts payable FE{FER IR 24,25 (6,052,493) (4,694,069)
Tax payable JERTERIE (51,429) (18,082)
Other payables and accruals H fth FE AT BRI
FEETFRIE 26 (136,792) (52,933)
Liabilities classified as held for sale BERENaE = (9,774)
Loans and other borrowings ERkHEMEER 27 (2,974,267) (2,184,237)
(9,214,981) (6,959,095)
Total liabilities S B8 (9,234,813) (6,973,302)
Total equity and liabilities REREERLRE (11,412,151) (8,904,160)
Net current assets NEBEEFHE 1,951,413 1,751,749
Total assets less current liabilities EELAERRBERS 2,197,170 1,945,065

WONG Shiu Hoi, Peter
E/RE
Director

EF

The notes on pages 117 to 235 form an integral part of this

consolidated financial information.

LEE Yiu Wing, William

£33
Director

EF
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Balance Sheet
EEAER

As at 31 December 2010
R2010F12/31H

31 December 30 June
2010 2009
20104 20094
12A31H 6H30H
Note HK$'000 HK$'000
B 5T FExT FET
ASSETS BE
Non-current assets FRBEE
Fixed assets BTEEE 13 15,120 16,769
Investment in subsidiaries RETB AR & 17 105,377 105,377
120,497 122,146
Current assets REBEE
Amount due from subsidiaries FE U B BB N =) FRIE 17 3,176,448 1,784,687
Prepayments, deposits and other TEfFHIE - Bk
receivables H b el BR 18 22 5,994 2,985
Cash and bank balances We MIR{T6TE 8,969 3,916
3,191,411 1,791,588
Total assets BEEHAE 3,311,908 1,913,734
EQUITY AND LIABILITIES REREE
Equity attributable to equity holders ZARQAFRKRAEZFEA
of the Company FEAL BR #E
Issued capital BEITRA 29 (71,503) (70,645)
Reserves (e 31 (991,459) (922,766)
Proposed final dividend R AR AR S 11 (57,203) (56,516)
Total equity IRERE (1,120,165) (1,049,927)
Current liabilities REEE
Amounts due to subsidiaries FERH B A R IB 17 (756,097) (804,009)
Tax payable e FLIE (6,590) (52)
Other payables and accruals HoAth T BR 3k N FE 5T 2008 26 (39,681) (12,246)
Loans and other borrowings ERREMEE 27 (1,389,375) (47,500)
Total liabilities EE%E (2,191,743)  (863,807)
Total equity and liabilities BREREEERE (3,311,908) (1,913,734)
Net current assets REBEEFHE 999,668 927,781
Total assets less current liabilities EEHABEBRABERS 1,120,165 1,049,927

WONG Shiu Hoi, Peter
=4
Director

EF

The notes on pages 117 to 235 form an integral part of this

consolidated financial information.

LEE Yiu Wing, William

£ L

Director

EFE
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Consolidated Statement of Changes in Equity
CARREBE

For the 18 months ended 31 December 2010
EZ2010%12531H 1F 18185

Attributable to equity holders of the Company

FRARAEEARE
Share Share  Capital Investment Proposed Non-
Issued  premium option redemption Contributed ~ Capital revaluation ~ Exchange cash/scrip  Retained controlling Total
capital  account  reserve  reserve  surplus  reserve  reserve  reseve  dividend profits Total  interests equity
B
B&f Rt ERE & b Riks/ FEH

LOS Bf REGR AAR® ERBR  EGGR  ERER UERR  REER it B ReaE
HKSO00  HKSO00  HKS000  HKS'000  HKS00  HKS'00  HKSO00  HKSO00  HKSO00  HKSO00  HKSG00  HKS000  HKS'000
TRn TR TEm TR TEm  TEn TR T TEr  TEr  TER TR TER

(note 30) (note31)  (note 31)
(K&t 30) (W3 (W)

At 1 July 2009 10095 781A 70645 894677 14,484 5102 Al 45,501 12,120 (30) 56,516 826428 1,925,464 5394 1,930,858
Proft for the period BnEl > = = - - - - - - 35795 345795 (636) 345,169
Other comprehensive income for BIAEB2EMA

the period
Changes in far valug of itHERE,

avallable-for-sale investments ~ AT(ERE - = - - - - 5,731 - - - 5,731 - 5,731
Tota comprehensive income ~ 2EHALE - - - - - - 5,131 - - 35795 351526 (636) 350,890
Incorporation of & new subsidiary A UFHEBAR - - - - - - - - - - - 2,000 2,000
2009 final dividend declared and - & E2009% KR ER

sefed inshares and cash ~—~~ WRARES%H 124 5,509 - - - - - - (56516) - (507%3) - (50793
2010fistand second interim ~~ ER2010EE1RR

dividend declared and EDRRE Rk

settedinsharesand cash ARG ERNH 560 34,243 - - - - - - - (13434 (78631) - (186%)
New share options granted to 5788 75 B R

employees - note 30 B30 - - 1219 - - - - - - - 12191 - 12,791
Issue of new shares —share  E{riTR(A-ERRiE

option scheme —note 30 #E-H 30 mo B (1289 - - - - - - -0 -0
Share options lapsed BRMERE - 1616 (1.616) - - - - - - - - - -
Proposed 2010 final dividend — 20105 RE RS

note 11 B3 11 - - - - - - - - RN (5103) - - -
At 31 December 2010 12010124318 503 ar4n 2431 5102 L 45,501 17,8511 (30 57,203 1,000586" 2,170,580 6,758 2,177,338

L These reserve accounts comprise the consolidated reserves of ! HERERPESAGEEERBERZGSA
HK$2,041,874,000 (30 June 2009: HK$1,798,303,000) in the consolidated % #2,041,874,0007% 7t (20096 A30 8
balance sheet. 1,798,303,0008 7T ) ©

The notes on pages 117 to 235 form an integral part of this #1172%2358 /Mt ARGEMBER 248
consolidated financial information. R EB D °
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Consolidated Statement of Changes in Equity
GARREDE

For the 18 months ended 31 December 2010

EE2010% 12531 H 118185
Attributable to equity holders of the Company
KATREHEAER
Share Share Capital Investment Proposed Non-

[ssued  premium option ~ redemption  Contriouted Capital ~ revaluation  Exchange  cash/scrip  Retained controlling Total

capital  account 18Serve 18561Ve surplus 16S6IVe Tesene reserve  dividend profits Total  interests equity

2% B EhE (it & Refe/ HElE

BE EEE BE EERE SAR%  ETRE  EREBRE  ENER  JRRE  REEH A3 R REgE

HKS000  HKS000  HKS000  HKS000  HKS'000  HKS'000  HKS'000  HKS000  HKS000  HKS000  HKSO00  HKS000  HK$'000

Tén  TEr  TEr TR T TR TEn TR TEm TE TR TR Tin

note 30) (note 31 (note 31)
(T 30) (W3 (W)

At 1 January 2008 120081 41R 653% 780,078 2903 3705 1418 45,501 64,782 (30) 163562 729176 1,856,490 8660 1,865,150
Profit for the period SR = = = = = - - - - 188974 188974 (od6) 188,328
Other comprehensive income for HRERZERA
the period
Changes in fair valug of HEEREy
avalable-forsale investments ~ AT(ERE - = - - - - (58584 - - - (58584 - (58584
Impaitment loss of avalable- ~ RFANEZAH
for-sale ivestments charge o~ F&HERE
consalidated income statement  HEEE - - - - - - 5922 - - - 5922 - 590
Total comprehensive income ~ 2EHALE - = = = - - (52660 - - 1891 136312 (646) 135,666

Dividends paid to non-controlling 325t %

o Jhe B} B, . - . - - = - - - 60 (60
2007 final and 2008 interim -~ ER2007ERER

diidend declared and settledin  2008EREHS R

shares and cash WRARRERN 6461 122476 - - - - - - (163562 (5208 (69838 - (6983
New share options granted to~ ZFES 7 HER#E

employees —note 30 i 30 - - 134 - - - - - - - 13408 - 134
Issue of new shares —share 2R -BRE

option scheme —note 30 3fEI -z 30 190 1,688 - - = = - - - - 1878 - 1876
Share optons lapsed BRIERE -1 (18M) - - - - - - - - ) -

Purchase of shares BERG (1397 (11.409) - 1397 (1,397) - - - - - (12,806) - (12808
Proposed 2009 final dividend  £R2009F RS - - - - - - - BB5I6 (56516) - -

At30 June 2009 2009264308 7064 84677 1448 5102 uto Aot 12120 (300 56516 826428 1925464 539 1,930,858

The notes on pages 117 to 235 form an integral part of this H#11722F2358 ARG EVFER 248
consolidated financial information. FRERD o
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Consolidated Statement of Cash Flows

n{ﬁ iiiféElﬂbggéé%%

For the 18 months ended 31 December 2010
222010912531 H1F 18185

For the For the

18 months 18 months

ended ended

31 December 30 June

2010 2009

220105 HZ2009%F

12A31H 6H30H

k1818 A 1H1818 A

Note HK$'000 HK$'000
Bt aE TR TR

Cash flows from operating activities RELECRERE
Profit before taxation B A A A 398,545 208,382

Adjustments for: BIEH TR
Gain on disposal of an associate I E B S A A s (4,843) =
Share of profit of an associate i =N it (1,718) (6,324)
Interest income FEHA 5 (326,754) (245,728)
Finance costs BARSBRAR 6 39,194 35,401
Dividend income from listed investments EREZBREBA 5 (2,564) (3,784)
Loss on disposal of fixed assets HEBRTEEZEE 6 452 484
Depreciation e 13 49,370 42,295
Gain on disposal of available-for-sale HEMHRHNEREY
investments, net Wz FE 5 (11,267) =
Impairment loss on available-for-sale AHHERE 2
investments WEEE 5 - 5,922
(Gain)/Loss on re-measurement of assets/ B ERERELEE/
liabilities classified as held for sale BEZ(R)/BE (2,023) 24,132
Equity-settled share option expense Mﬂxﬁfiﬁzﬁﬁﬂx%fﬁﬁi 12,791 13,425
Gain on disposal of assets/liabilities classified HEREGEEE/BEZ
as held for sale WS b (2,950) -
(Increase)/decrease in advances to customers B3R 7HFT M) H (2,648,921) 1,089,588
Decrease/(Increase) in accounts receivable FEWBR SR/ (38 10) 1,799,560 (2,071,329)

(Increase)/decrease in prepayments, deposits BNF0E - ke REMRIIER
and other receivables (2m),/ m (73,820) 6,530
(Increase)/decrease in financial investments BRAFEFABRZ

at fair value through profit or loss ISR B (L) /W (69,623) 111,657
Increase in cash held on behalf of customers REEHBZESEN (1,496,717) (299,989)
Increase in accounts payable FEFTERFRIE N 1,356,047 388,736
Increase/(decrease) in other payables Hih R kB FUR

and accruals /i) 81,006 (96,418)
Increase in loans and other borrowings ER R EMEEEN

(excluding bank overdraft) (FRERTEX) 807,875 780,740
Interest received B H B 308,288 254,695
Finance costs paid BB (39,194) (35,401)
Tax paid, net BAHE 58 (219) (103,996)
Dividends received from listed investments Bl EmREZRE 2,564 3,784
Net cash inflow from operating activities REXBRERANFE 175,079 102,802

FIMTEFE238 2T ARGETBEER 248
consolidated financial information. RERD ©

The notes on pages 117 to 235 form an integral part of this
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Consolidated Statement of Cash Flows

an\ Eﬁ%/}lbi%

For the 18 months ended 31 December 2010
EFE20109F 12831 H 118187

For the For the
18 months 18 months
ended ended
31 December 30 June
2010 2009
220105 HZE2009F
12A31H 6H30H
IE18{8A 1F1818 A
Note HK$'000 HK$'000
MisE TER THET
Net cash inflow from operating activities REEBRCHESRAFE 175,079 102,802
Cash flows from investing activities REEKZHERE
Purchases of items of fixed assets BERETEE 13 (80,228) (84,809)
Proceeds from disposal of fixed assets HEBTEEMBSIE 51 448
Acquisition of subsidiaries WK B A A 32 (369) =
Investment in other intangible assets REMETEEZIRE 15 (2,000) -
(Increase)/decrease in other assets HiEE(EM) /WD (36,488) 4,304
Dividend from an associate/ BREBE DR/ EREHE
a jointly-controlled entity ZRE - 450
Proceeds from disposal of available-for-sale HERHREEREY
investments FiS3A 18,054 =
Proceeds from disposal of assets/liabilities HEREFEEE BEz
classified as held for sale FT5 28 59,157 9,769
Proceeds from disposal of an associate HEBE AR ZMEH0E 18 15,680 =
Net cash outflow from investing activities RETBZHE R RE (26,143) (69,838)
Cash flows from financing activities RETH2HERE
Proceeds from issue of shares BIRMBIE 30 174 190
Proceeds from share options exercised TEEREMSTE 30 10,049 1,668
Contribution from non-controlling interests FEEH R 2 R 2,000 =
Repurchase and cancellation of shares FEE KRG = (12,806)
Dividends paid to shareholders RERE 2R S (129,424) (69,835)
Dividends paid to non-controlling interests 48 FE 4 M R 5 = (2,620)
Net cash outflow from financing activities BREFB2RSRLTFE (117,201) (83,383)
Net increase/(decrease) in cash and RekReFEEAZ
cash equivalents #i,/CRd)F8 31,735 (50,419)
Cash and cash equivalents at beginning of period  H#lzH & ML ZEEE 372,053 422,472
Cash and cash equivalents at end of period KR HEe RRE%(EEE 403,788 372,053
Analysis of balances of cash and ReRBEEEERLER
cash equivalents A
Cash and bank balances HERRTER 417,680 403,790
Bank overdrafts RITEX 27 (13,892) (31,737)
403,788 372,053
The notes on pages 117 to 235 form an integral part of this 117252358 2 MFATIREMEER 24

consolidated financial information.
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Notes to Financial Statements

BATE SRR M EE

Corporate information

Haitong International Securities Group Limited (formerly known
as Taifook Securities Group Limited) is a limited liability company
incorporated in Bermuda. The principal place of business of the
Company is located at 25th Floor, New World Tower, 16-18
Queen’s Road Central, Hong Kong.

During the 18 months ended 31 December 2010, the Group was
involved in the following principal activities:

e securities, futures and options contracts broking and trading

° the provision of margin and other financing

e  the provision of corporate advisory, placing and underwriting
services

e bullion contracts dealing and trading

e l|everaged foreign exchange trading

e the provision of nominee and custodian services

e the provision of fund management

e the provision of financial planning and advisory services

o proprietary securities trading

Change of financial year end date

In prior period, the financial year end date of the Company and its
subsidiaries apart from Haitong International Securities Company
Limited (formerly known as Taifook Securities Company Limited)
(collectively, the “Group”) has been changed from 31 December
to 30 June to conform with the financial year end date of its
prior holding companies, NWS Holdings Limited and New World
Development Company Limited. The prior financial period
therefore covered a 18-month period from 1 January 2008 to
30 June 2009.

During the period, NWS Holdings Limited disposed of its
controlling interest to Haitong International Holdings Limited
(formerly known as Hai Tong (HK) Financial Holdings Limited).
As a result, to conform with the financial year end date of its
holding companies, Haitong International Holdings Limited and
Haitong Securities Co., Ltd., the financial year end date of the
Company and its subsidiaries apart from Haitong International
Securities Company Limited has been changed from 30 June to
31 December.

Accordingly, the current financial period covered a 18-month
period from 1 July 2009 to 31 December 2010 and the
comparatives also covered a 18-month period from 1 January
2008 to 30 June 2009.
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Notes to Financial Statements

BA RS HRAR P RE

Summary of significant accounting policies

The principal accounting policies applied in the preparation of
these consolidated financial statements are set out below.
These policies have been consistently applied to all the periods
presented, unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of Haitong
International Securities Group Limited have been prepared in
accordance with Hong Kong Financial Reporting Standards
(HKFRS). They have been prepared under the historical cost
convention, as modified by available-for-sale investments,
financial investments at fair value through profit or loss and
assets/liabilities classified as held for sale.

The preparation of financial statements in conformity
with HKFRS requires the use of certain critical accounting
estimates. It also requires management to exercise its
judgement in the process of applying the Group’s accounting
policies. The areas involving a higher degree of judgement
or complexity, or areas where assumptions and estimates
are significant to the consolidated financial statements, are
disclosed in note 3.

(a) Standards, amendments and interpretations
effective for the period and relevant to the Group’s
operation
e HKFRS 7 ‘Financial Instruments — Disclosures’

(amendment). The amendment requires enhanced
disclosures about fair value measurement and
liquidity risk. In particular, the amendment requires
disclosure of fair value measurements by level of a
fair value measurement hierarchy. As the change
in accounting policy only results in additional
disclosures, there is no impact on earnings per
share.

Haitong International Securities Group Limited ¢ Annual Report 2009/2010

2 EESTERBE
REZERAVTRERBNETESFIK

RN T > BB HRA - ZFBERHE
P2 WA BRANERER -

2.1 RBEEXE

BBEERESRERRARZEREM
BRECREREMHHRELE([F
BB REERDER - ZFVHR
RIVBRELRAERE - X% A]
HEERE - RATHEFABRZ M
BREMED RIFEREZEE &
BEIEHIERT

RETABBUBREER 2 HR
REEEAETHEREHEE &7
REEBNERAEESBR B
RPELHIE - P RRENHESS
BN - 305 M ERA M
HBRIFLERABRMEF R0 - &
PFESP I EER -

(a) REARERVYLEREBMEES
KR ST RBRE

s BAEVMBHMEENFETHR
[T A : 5 (EFT
) o WHERTERIER N
HBITANRATEFER
MEERBRE TR - UEE
FESEIE: 387N S =E-0Ey
ERBREATEERE
R LB BREERE
BRI E - BEREA
NI ERE -



Notes to Financial Statements

BA RS HRAR P RE

2 Summary of significant accounting policies

(continued)

2.1 Basis of preparation (Continued)
(a) Standards, amendments and interpretations

effective for the period and relevant to the Group’s

operation (Continued)

HKAS 1 (revised), '‘Presentation of financial
statements’. The revised standard prohibits the
presentation of items of income and expenses (that
is, ‘non-owner changes in equity’) in the statement
of changes in equity, requiring ‘non-owner
changes in equity’ to be presented separately
from owner changes in equity in a statement of
comprehensive income. As a result, the Group
presents in the consolidated statement of changes
in equity all owner changes in equity, whereas all
non-owner changes in equity are presented in the
consolidated statement of comprehensive income.
Comparative information has been re-presented so
that it also in conformity with the revised standard.
Since the change in accounting policy only impacts
presentation aspects, there is no impact on
earnings per share.

HKFRS 2 (amendment), ‘Share-based payment'.
The amendment deals with vesting conditions and
cancellations. It clarifies that vesting conditions
are service conditions and performance conditions
only. Other features of a share-based payment
are not vesting conditions. These features would
need to be included in the grant date fair value for
transactions with employees and others providing
similar services; they would not impact the number
of awards expected to vest or valuation there
of subsequent to grant date. All cancellations,
whether by the entity or by other parties, should
receive the same accounting treatment. The
Group has adopted this amendment to HKFRS
2 in relation to the share options granted to the
employees in current 18-month period.
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Notes to Financial Statements

BA SRR P RE

2 Summary of significant accounting policies

(continued)

2.1 Basis of preparation (Continued)
(a) Standards, amendments and interpretations

effective for the period and relevant to the Group’s

operation (Continued)

HKFRS 8, 'Operating Segments’. HKFRS 8
replaces HKAS 14, 'Segment Reporting’. The
new standard requires a ‘'management approach’,
under which segment information is presented on
the same basis as that used for internal reporting
purposes. Operating segments are reported in
a manner consistent with the internal reporting
provided to the chief operating decision-maker.
The chief operating decision-maker has been
identified as the Executive Committee that makes
strategic decisions.

Amendment to HKFRS 8 'Operating segments’,
effective for periods beginning on or after
1 January 2010. Disclosure of information about
total assets and liabilities for each reportable
segment is required only if such amounts are
regularly provided to the chief operating decision
maker. Early adoption is allowed. The Group has
early adopted this amendment to HKFRS 8 for the
period beginning 1 July 2009.

Haitong International Securities Group Limited ¢ Annual Report 2009/2010
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Notes to Financial Statements

BA SRR P RE

2 Summary of significant accounting policies

(continued)

2.1 Basis of preparation (Continued)
(a) Standards, amendments and interpretations

effective for the period and relevant to the Group’s

operation (Continued)

HKFRS 3 (revised), ‘Business combinations,’
and consequential amendments to HKAS 27,
‘Consolidated and separate financial statements’,
HKAS 28, ‘Investments in associates’, and HKAS
31, ‘Interests in joint ventures’, are effective
prospectively to business combinations for which
the acquisition date is on or after the beginning of
the first annual reporting period beginning on or
after 1 July 2009.

The revised standard continues to apply the
acquisition method to business combinations
but with some significant changes compared
with HKFRS 3. For example, all payments to
purchase a business are recorded at fair value at
the acquisition date, with contingent payments
classified as debt subsequently re-measured
through the statement of comprehensive income.
There is a choice on an acquisition-by-acquisition
basis to measure the non-controlling interest in the
acquiree either at fair value or at the non-controlling
interest’s proportionate share of the acquiree’s net
assets. All acquisition-related costs are expensed.
The revised standard does not result in a material
impact on the Group's financial statements as the
acquisitions in the current 18-month period do not
involve any contingent payments and the Group
acquired 100% interest in the acquirees. Note 32
to the consolidated financial statements includes
further details on the Group's acquisitions of
subsidiaries during the current 18-month period.
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Notes to Financial Statements

BA SRR P RE

2 Summary of significant accounting policies

(continued)

2.1 Basis of preparation (Continued)

(a) Standards, amendments and interpretations

effective for the period and relevant to the Group’s

operation (Continued)

As the Group has adopted HKFRS 3 (revised), it is
required to adopt HKAS 27 (revised), ‘consolidated
and separate financial statements’, at the same
time. HKAS 27 (revised) requires the effects of all
transactions with non-controlling interests to be
recorded in equity if there is no change in control
and these transactions will no longer result in
goodwill or gains and losses. The standard also
specifies the accounting when control is lost. Any
remaining interest in the entity is re-measured to
fair value, and a gain or loss is recognised in profit
or loss. HKAS 27 (revised) has had no impact on
the Group's financial statement in the current
18-month period.

HK(IFRIC) — 13, ‘Customer Loyalty Programmes’.
HK(IFRIC) — Int 13 clarifies that where goods or
services are sold together with a customer loyalty
incentive (for example, loyalty points or free
products), the arrangement is a multiple element
arrangement, and the consideration receivable
from the customer is allocated between the
components of the arrangement using fair values.
HK(IFRIC) — Int 13 is relevant to the Group's
operation as the Group’s companies operate some
of the loyalty programmes.

Haitong International Securities Group Limited ¢ Annual Report 2009/2010
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Notes to Financial Statements

BA SRR P RE

2 Summary of significant accounting policies

(continued)

2.1 Basis of preparation (Continued)

(b)

(c)

Standards, amendments and interpretations

effective for the period but not relevant to the

Group’s operation

HKAS 23 (amendment), ‘Borrowing costs’

HK(IFRIC) — Int 17, ‘Distribution of non-cash assets
to owners'

HK(IFRIC) — Int 18, ‘Transfer of assets from
customers’

HK(IFRIC) — Int 9, 'Reassessment of embedded
derivatives’ and related amendments to HKAS
39, 'Financial instruments: Recognition and
measurement’

HK(IFRIC) - Int 16, ‘Hedges of a net investment in
foreign operation’

HKAS 38 (amendment), ‘Intangible assets’

Standards, amendments and interpretations that

are not yet effective and have not been early

adopted by the Group

HKFRS 5 (amendment), 'Measurement of non-
current assets (or disposal groups) classified as
held for sale’, effective for the periods beginning
on or after 1 January 2010. The amendment
is part of the HKICPA's annual improvements
project published in May 2009. The amendment
provides clarification that HKFRS 5 specifies the
disclosures required in respect of non-current
assets (or disposal groups) classified as held for
sale or discontinued operations. It also clarifies
that the general requirement of HKAS 1 still
apply, particularly paragraph 15 (to achieve a
fair presentation) and paragraph 125 (sources of
estimation uncertainty) of HKAS 1. The Group will
apply HKFRS 5 (amendment) from 1 January 2011.
It is not expected to have a material impact on the
Group’s financial statements.
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Notes to Financial Statements

BA SRR P RE

2 Summary of significant accounting policies

(continued)

2.1 Basis of preparation (Continued)
(c) Standards, amendments and interpretations that

are not yet effective and have not been early

adopted by the Group (Continued)

HKAS 1 (amendment), 'Presentation of financial
statements’, effective for the periods beginning on
or after 1 January 2010. The amendment clarifies
that the potential settlement of a liability by the
issue of equity is not relevant to its classification
as current or non-current. By amending the
definition of current liability, the amendment
permits a liability to be classified as non-current
(provided that the entity has an unconditional right
to defer settlement by transfer of cash or other
assets for at least 12 months after the accounting
period) notwithstanding the fact that the entity
could be required by the counterparty to settle in
shares at any time. The Group will apply HKAS 1
(amendment) from 1 January 2011 but it is not
expected to result any impact to the Group's
financial statements as the Group has not issued
convertible instruments.

HKAS 36 (amendment), ‘Impairment of assets’,
effective for the periods beginning on or after
1 January 2010. The amendment clarifies that the
largest cash-generating unit (or group of units)
to which goodwill should be allocated for the
purposes of impairment testing is an operating
segment, as defined by HKFRS 8. The Group will
apply HKAS 36 (amendment) from 1 January 2011.
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Notes to Financial Statements

BA SRR P RE

2 Summary of significant accounting policies

(continued)

2.1 Basis of preparation (Continued)
(c) Standards, amendments and interpretations that

are not yet effective and have not been early

adopted by the Group (Continued)

HKFRS 9, ‘Financial instruments’, issued in
November 2009. This standard is the first step
in the process to replace HKAS 39, 'Financial
instruments: recognition and measurement’.
HKFRS 9 introduces new requirements for
classifying and measuring financial assets. Key
features are as follows:

Financial assets are required to be classified
into two measurement categories: those to be
measured subsequently at fair value, and those
to be measured subsequently at amortised cost.
The decision is to be made at initial recognition.
The classification depends on the entity’s business
model for managing its financial instruments and
the contractual cash flow characteristics of the
instrument.

An instrument is subsequently measured at
amortised cost only if it is a debt instrument and
both the objective of the entity’s business model
is to hold the asset to collect the contractual cash
flows, and the asset’s contractual cash flows
represent only payments of principal and interest
(that is, it has only ‘basic loan features’). All other
debt instruments are to be measured at fair value
through profit or loss.
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Notes to Financial Statements

BA SRR P RE

2 Summary of significant accounting policies

(continued)

2.1 Basis of preparation (Continued)
(c) Standards, amendments and interpretations that

are not yet effective and have not been early

adopted by the Group (Continued)

All equity instruments are to be measured
subsequently at fair value. Equity instruments
that are held for trading will be measured at fair
value through profit or loss. For all other equity
instruments, an irrevocable election can be made
at initial recognition, to recognise unrealised and
realised fair value gains and losses through other
comprehensive income rather than profit and
loss. There is to be no recycling of fair value gains
and losses to profit and loss. This election may
be made on an instrument-by-instrument basis.
Dividends are to be presented in profit and loss, as
long as they represent a return on investment.

While adoption of HKFRS 9 is mandatory from
1 January 2013, earlier adoption is permitted.

The Group is considering the implications of the
standard, the impact on the Group and the timing
of its adoption by the Group.

HKAS 24 (Revised), '‘Related party disclosures’
(issued in November 2009). It supersedes HKAS
24, 'Related party disclosures’, issued in 2003.
HKAS 24 (revised) is mandatory for periods
beginning on or after 1 January 2011. Earlier
application, in whole or in part, is permitted.

Haitong International Securities Group Limited ¢ Annual Report 2009/2010
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Notes to Financial Statements

BA SRR P RE

2 Summary of significant accounting policies

(continued)

2.1 Basis of preparation (Continued)
(c) Standards, amendments and interpretations that

are not yet effective and have not been early
adopted by the Group (Continued)

The revised standard clarifies and simplifies the
definition of a related party and removes the
requirement for government-related entities
to disclose details of all transactions with the
government and other government-related entities.
The Group will apply the revised standard from
1 January 2011. When the revised standard is
applied, the Group and the parent will need to
disclose any transactions between its subsidiaries
and its associates. The adoption of this standard
will not have material impact to the Group's
financial statements.

There are also a number of standards,
amendments and interpretation which are not yet
effective and not yet early adopted by the Group.
These standards, amendments and interpretations
issued are unlikely to have a material impact on the
Group's financial statements and are not disclosed
in detail.

Third improvements to Hong Kong Financial
Reporting Standards (2010) were issued in May
2010 by the Hong Kong Institute of Certified Public
Accountants. All improvements are effective in the
financial period beginning from 1 January 2011.
No material changes to accounting policies are
expected as a result of these amendments.
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Notes to Financial Statements

BA SRR P RE

2 Summary of significant accounting policies

(continued)

2.2 Basis of consolidation
(a) Subsidiaries

The consolidated financial statements include the
financial statement of the Company and all its
subsidiaries made up to the 31 December 2010.

Subsidiaries are all entities over which the Group has
the power to govern the financial and operating policies
generally accompanying a shareholding of more than
one half of the voting rights. The existence and effect
of potential voting rights that are currently exercisable
or convertible are considered when assessing whether
the group controls another entity. Subsidiaries are
fully consolidated from the date on which control is
transferred to the group. They are de-consolidated from
the date that control ceases.

The Group uses the acquisition method of accounting to
account for business combinations. The consideration
transferred for the acquisition of a subsidiary is the
fair values of the assets transferred, the liabilities
incurred and the equity interests issued by the group.
The consideration transferred includes the fair value
of any asset or liability resulting from a contingent
consideration arrangement. Acquisition-related costs
are expensed as incurred. Identifiable assets acquired
and liabilities and contingent liabilities assumed in a
business combination are measured initially at their
fair values at the acquisition date. On an acquisition-
by-acquisition basis, the Group recognises any non-
controlling interest in the acquiree either at fair value or
at the non-controlling interest’s proportionate share of
the acquiree’s net assets.

Investments in subsidiaries are accounted for at cost
less impairment. Cost is adjusted to reflect changes
in consideration arising from contingent consideration
amendments. Cost also includes direct attributable
costs of investment. The results of subsidiaries are
accounted for by the Company on the basis of dividend
and receivable.

Haitong International Securities Group Limited ¢ Annual Report 2009/2010
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Notes to Financial Statements

BA SRR P RE

2 Summary of significant accounting policies
(continued)

2.2 Basis of consolidation (Continued)

(a)

(b)

Subsidiaries (Continued)

The excess of the consideration transferred, the
amount of any non-controlling interest in the acquiree
and the acquisition-date fair value of any previous
equity interest in the acquiree over the fair value of the
identifiable net assets acquired is recorded as goodwill.
If this is less than the fair value of the net assets of the
subsidiary acquired in the case of a bargain purchase,
the difference is recognised directly in the statement of
comprehensive income.

Inter-company transactions, balances and unrealised
gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated.
Accounting policies of subsidiaries have been changed
where necessary to ensure consistency with the
policies adopted by the Group.

Transactions with non-controlling interests

The Group treats transactions with non-controlling
interests as transactions with equity owners of the
Group. For purchases from non-controlling interests,
the difference between any consideration paid and
the relevant share acquired of the carrying value of net
assets of the subsidiary is recorded in equity. Gains or
losses on disposals to non-controlling interests are also
recorded in equity.

When the Group ceases to have control or significant
influence, any retained interest in the entity is
remeasured to its fair value, with the change in carrying
amount recognised in profit or loss. The fair value is the
initial carrying amount for the purposes of subsequently
accounting for the retained interest as an associate,
joint venture or financial asset. In addition, any amounts
previously recognised in other comprehensive income in
respect of that entity are accounted for as if the Group
had directly disposed of the related assets or liabilities.
This may mean that amounts previously recognised in
other comprehensive income are reclassified to profit or
loss.
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Notes to Financial Statements

BA SRR P RE

2 Summary of significant accounting policies
(continued)

2.2 Basis of consolidation (Continued)

(b) Transactions with non-controlling interests

()

(Continued)

If the ownership interest in an associate is reduced but
significant influence is retained, only a proportionate
share of the amounts previously recognised in other
comprehensive income are reclassified to profit or loss
where appropriate.

Associates

Associates are all entities over which the Group
has significant influence but not control, generally
accompanying a shareholding of between 20% and
50% of the voting rights. Investments in associates are
accounted for using the equity method of accounting
and are initially recognised at cost. The Group's
investment in associates includes goodwill identified on
acquisition, net of any accumulated impairment loss.

The Group's share of its associates’ post-acquisition
profits or losses is recognised in the consolidated
income statement, and its share of post-acquisition
movements in other comprehensive income is
recognised in other comprehensive income. The
cumulative post-acquisition movements are adjusted
against the carrying amount of the investment. When
the Group’s share of losses in an associate equals or
exceeds its interest in the associate, including any other
unsecured receivables, the Group does not recognise
further losses, unless it has incurred obligations or
made payments on behalf of the associate.

Unrealised gains on transactions between the Group
and its associates are eliminated to the extent of the
Group's interest in the associates. Unrealised losses
are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred.
Accounting polices of associates have been changed
where necessary to ensure consistency with the polices
adopted by the Group.
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Notes to Financial Statements

BA SRR P RE

2 Summary of significant accounting policies
(continued)

2.2 Basis of consolidation (Continued)

(c)

(d)

Associates (Continued)

Dilution gains and losses arising in investments in
associates are recognised in the consolidated income
statement.

In the Company's balance sheet the investments in
associated companies are stated at cost less provision
for impairment losses. The results of associated
companies are accounted for by the Company on the
basis of dividend received and receivable.

Goodwill

Goodwill arising on the acquisition of subsidiaries
represents the excess of the cost of the business
combination over the Group's interest in the net fair
value of the acquirees’ identifiable assets acquired, and
liabilities and contingent liabilities assumed as at the
date of acquisition.

Goodwill on acquisitions for which the agreement date is
on or after 1 January 2005

Goodwill arising on acquisition is recognised in the
balance sheet as an asset, initially measured at cost and
subsequently at cost less any accumulated impairment
losses.

The carrying amount of goodwill is reviewed for
impairment annually or more frequently if events or
changes in circumstances indicate that the carrying
value may be impaired.

The Group performs its annual impairment test of
goodwill as at 31 December.

For the purpose of impairment testing, goodwill
acquired in a business combination is, from the
acquisition date, allocated to each of the Group's cash-
generating units, or groups of cash-generating units,
that are expected to benefit from the synergies of the
combination, irrespective of whether other assets or
liabilities of the Group are assigned to those units or
groups of units.
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Notes to Financial Statements

BA RS HRAR P RE

2 Summary of significant accounting policies
(continued)

2.2 Basis of consolidation (Continued)
(d) Goodwill (Continued)

Goodwill on acquisitions for which the agreement date is
on or after 1 January 2005 (Continued)

Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of cash-
generating units) to which the goodwill relates. Where
the recoverable amount of the cash-generating unit
(group of cash-generating units) is less than the
carrying amount, an impairment loss is recognised. An
impairment loss recognised for goodwill is not reversed
in a subsequent period.

Where goodwill forms part of a cash-generating
unit (group of cash-generating units) and part of the
operation within that unit is disposed of, the goodwill
associated with the operation disposed of is included in
the carrying amount of the operation when determining
the gain or loss on disposal of the operation. Goodwill
disposed of in this circumstance is measured based on
the relative values of the operation disposed of and the
portion of the cash-generating unit retained.

Goodwill previously eliminated against consolidated
reserves

Prior to the adoption of the HKICPA's Statement
of Standard Accounting Practice 30 “Business
Combinations” ("SSAP 30") in 2001, goodwill arising on
acquisition was eliminated against consolidated reserve
in the year of acquisition. On the adoption of HKFRS 3,
such goodwill remains eliminated against consolidated
reserve and is not recognised in the income statement
when all or part of the business to which the goodwill
relates is disposed of or when a cash-generating unit to
which the goodwill relates becomes impaired.
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Notes to Financial Statements

BA RS HRAR P RE

2 Summary of significant accounting policies
(continued)

2.3 Impairment of non-financial assets other than goodwill

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
deferred tax assets, financial assets and goodwill), the asset’s
recoverable amount is estimated. An asset’s recoverable
amount is as the higher of the asset’s or cash-generating
unit’s value in use and its fair value less costs to sell, and is
determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those
from other assets or groups of assets, in which case; the
recoverable amount is determined for the cash-generating
unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount
of an asset exceeds its recoverable amount. In assessing
value in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of
money and the risks specific to the asset. An impairment
loss is charged to the income statement in the period in
which it arises.

An assessment is made at each reporting date as to whether
there is any indication that previously recognised impairment
losses may no longer exist or may have decreased. If such
indication exists, the recoverable amount is estimated. A
previously recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in the
estimates used to determine the recoverable amount of that
asset, but not to an amount higher than the carrying amount
that would have been determined (net of any depreciation),
had no impairment loss been recognised for the asset in
prior years. A reversal of such impairment loss is credited to
the income statement in the period in which it arises.
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Notes to Financial Statements

BA RS HRAR P RE

2 Summary of significant accounting policies
(continued)

2.4 Related parties
A party is considered to be related to the Group if:

(vi)

(vii)

the party, directly or indirectly through one or more
intermediaries, (i) controls, is controlled by, or is under
common control with, the Group; (ii) has an interest in
the Group that gives it significant influence over the
Group; or (iii) has joint control over the Group;

the party is an associate;

the party is a jointly-controlled entity;

the party is a member of the key management
personnel of the Group or its parent;

the party is a close member of the family of any
individual referred to in (i) or (iv);

the party is an entity that is controlled, jointly controlled
or significantly influenced by or for which significant
voting power in such entity resides with, directly or
indirectly, any individual referred to in (iv) or (v); or

the party is a post-employment benefit plan for the
benefit of the employees of the Group, or of any entity
that is a related party of the Group.
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Notes to Financial Statements

BA RS HRAR P RE

2 Summary of significant accounting policies
(continued)

2.5 Fixed assets

(a)

Property, plant and equipment and depreciation
Property, plant and equipment are stated at cost less
accumulated depreciation and any impairment losses.
The cost of an item of property, plant and equipment
comprises its purchase price and any directly
attributable costs of bringing the asset to its working
condition and location for its intended use. Expenditure
incurred after items of property, plant and equipment
have been put into operation, such as repairs and
maintenance, is normally charged to the income
statement in the period in which it is incurred.

In situations where it can be clearly demonstrated that
the expenditure has resulted in an increase in the future
economic benefits expected to be obtained from the
use of an item of property, plant and equipment, and
where the cost of the item can be measured reliably,
the expenditure is capitalised as an additional cost of
that asset or as a replacement.

Depreciation is calculated on the straight-line basis to
write off the cost of each item of property, plant and
equipment to its residual value over its estimated useful
life. The principal annual rates used for this purpose are
as follows:

Leasehold land and Over the shorter of the lease

buildings terms and 2.5%
Leasehold improvements  20%
Furniture, fixtures and 20%

equipment
Computer hardware 30%

Where parts of an item of property, plant and
equipment have different useful lives, the cost of that
item is allocated on a reasonable basis among the parts
and each part is depreciated separately.

Residual values, useful lives and the depreciation
method are reviewed, and adjusted if appropriate, at
each balance sheet date.
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Notes to Financial Statements

BA RS HRAR P RE

2 Summary of significant accounting policies
(continued)

2.5 Fixed assets (continued)

(a)

(b)

Property, plant and equipment and depreciation
(continued)

An item of property, plant and equipment is
derecognised upon disposal or when no future
economic benefits are expected from its use or
disposal. Any gain or loss on disposal or retirement
recognised in the income statement in the year the asset
is derecognised is the difference between the net sales
proceeds and the carrying amount of the relevant asset.

Computer software and system development

Costs associated with maintaining computer software
programmes are recognised as an expense as incurred.
Development costs that are directly attributable to the
design and testing of identifiable and unique software
products controlled by the Group are recognised as
intangible assets when the following criteria are met:

(i) it is technically feasible to complete the software
product so that it will be available for use;

(i) management intends to complete the software
product and use or sell it;

(i) there is an ability to use or sell the software
product;

(iv) it can be demonstrated how the software product
will generate probable future economic benefits;

(v) adequate technical, financial and other resources
to complete the development and to use or sell
the software product are available; and

(vi) the expenditure attributable to the software
product during its development can be reliably
measured.

Directly attributable costs that are capitalised as part of
the software product include the software development
employee costs and an appropriate portion of relevant
overheads.

Haitong International Securities Group Limited ¢ Annual Report 2009/2010

2 EEREHERBE@®

25 EEEE#E)

(a)

(b)

(i)

(iii)

(v)

(vi)

I3 - B RREBRITE(A)

ME  BBELRBEENLE
AERPTEREEARBE
JE YUK 2R 48 B o B T B A
R NBUERZREEFNA
FE Uy 25 R R RERR A 5 B R R
FRELMEMBREREE B
BEEFRFREEWEER
EERNESE -

BB R RS

B i S N B AR B R RO X
AEEERBERRFAX - B8
ERTAATTRGMNE - &
PR RR AT AR &4 el AN 5 [ 4 6
HR BRI BRI EMME
ERBENATERSBILEE

M LR SER R E M
PAEEL AT 4B A

EEEABETRYLEAK L
EREITEM

BRENEAHHEZRTER
AEEZRTEMMAELER
B A REHIR A AR AL RS
BRAOIM - BB REME
BRERFE ERARHEEZY
FEm M

LT E AR B AR R
FASZRER] SEHETE -

A BEAMER S E KA B
REFEUMFENE TRAMEE L
Gk R



Notes to Financial Statements

BA RS HRAR P RE

2 Summary of significant accounting policies
(continued)

2.5 Fixed assets (continued)

2 EEREHERBE@®

25 EEEE#E)

(b) Computer software and system development
(continued)
Other development expenditures that do not meet
these criteria are recognised as an expense as incurred.
Development costs previously recognised as an
expense are not recognised as an asset in a subsequent
period.

Computer software development costs recognised as
assets are amortised over their estimated useful lives,
from three to five years.

2.6 Intangible assets (other than goodwill and computer

software and system development)

The useful lives of intangible assets are assessed to be
either finite or indefinite. Intangible assets with finite lives
are amortised over the useful economic life and assessed
for impairment whenever there is an indication that the
intangible asset may be impaired. The amortisation period
and the amortisation method for an intangible asset with a
finite useful life are reviewed at least at each balance sheet
date.

The Group's intangible assets, representing eligibility
rights to trade on or through the Stock Exchange and the
Futures Exchange, with indefinite useful lives are tested
for impairment annually either individually or at the cash-
generating unit level. Such intangible assets are not
amortised. The useful life of an intangible asset with an
indefinite life is reviewed annually to determine whether
indefinite life assessment continues to be supportable. If
not, the change in the useful life assessment from indefinite
to finite is accounted for on a prospective basis.

Gains or losses arising from derecognition of an intangible
asset are measured as the difference between the net
disposal proceeds and the carrying amount of the asset
are recognised in the income statement when the asset is
derecognised.
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Notes to Financial Statements

BA SRR P RE

2 Summary of significant accounting policies
(continued)

2.7

2.8

2.9

Other assets
Other assets held on a long term basis are stated at
amortised cost using the effective interest method.

Leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessors are accounted
for as operating leases. Rentals payable under the operating
leases are charged to the income statement on the straight-
line basis over the lease terms.

Prepaid land lease payments under operating leases are
initially stated at cost and subsequently recognised on the
straight-line basis over the lease terms. When the lease
payments cannot be allocated reliably between the land and
buildings elements, the entire lease payments are included
in the cost of the land and buildings as a finance lease in
property, plant and equipment.

Investments and other financial assets

Financial assets in the scope of HKAS 39 are classified as
financial assets at fair value through profit or loss, loans
and receivables, and available-for-sale financial assets,
as appropriate. When financial assets are recognised
initially, they are measured at fair value, plus, in the case of
investments not at fair value through profit or loss, directly
attributable transaction costs.

The Group assesses whether a contract contains an
embedded derivative when the Group first becomes a party
to it and assesses whether an embedded derivatives is
required to be separated from the host contract when the
analysis shows that the economic characteristics and risks
of the embedded derivatives are not closely related to those
of the host contract. Reassessment only occurs if there
is a change in the terms of the contract that significantly
modifies the cash flows that would otherwise be required
under the contract.

The Group determines the classification of its financial assets
after initial recognition and, where allowed and appropriate,
re-evaluates this designation at the balance sheet date.
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Notes to Financial Statements

BA SRR P RE

2 Summary of significant accounting policies
(continued)

2.9 Investments and other financial assets (continued)
All regular way purchases and sales of financial assets

are recognised on the trade date, that is, the date that the

Group commits to purchase or sell the asset. Regular way

purchases or sales are purchases or sales of financial assets

that require delivery of assets within the period generally

established by regulation or convention in the marketplace.

(i)

(ii)

Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss
include financial assets held for trading. Financial assets
are classified as held for trading if they are acquired for
the purpose of sale in the near term. Gains or losses
on investments held for trading are recognised in the
income statement. The net fair value or loss recognised
in the income statement does not include any dividends
on these financial assets, which are recognised in
accordance with the policy set out for “Revenue
recognition” below.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. Such assets are
subsequently carried at amortised cost using the
effective interest method less any allowance for
impairment. Amortised cost is calculated taking into
account any discount or premium on acquisition and
includes fees that are an integral part of the effective
interest rate and transaction costs. Gains and losses are
recognised in the income statement when the loans
and receivables are derecognised or impaired, as well as
through the amortisation process.
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Notes to Financial Statements

BA SRR P RE

2 Summary of significant accounting policies
(continued)

2.9 Investments and other financial assets (continued)

(iii)

(iv)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative
financial assets in listed and unlisted equity securities
that are designated as available for sale or are not
classified in any of the other two categories. After
initial recognition, available-for-sale financial assets are
measured at fair value, with gains or losses recognised
as a separate component of equity until the investment
is derecognised or until the investment is determined to
be impaired, at which time the cumulative gain or loss
previously reported in equity is included in the income
statement. Interest and dividends earned are reported
as interest income and dividend income, respectively
and are recognised in the income statement as “Other
income” in accordance with the policies set out for
“Revenue recognition” below. Losses arising from the
impairment of such investments are recognised in the
income statement as “Impairment losses on available-
for-sale financial assets” and are transferred from the
available-for-sale investment revaluation reserve.

Fair value

The fair value of investments that are actively traded in
organised financial markets is determined by reference
to quoted market bid prices at the close of business at
the balance sheet date. For investments where there
is no active market, fair value is determined using
valuation techniques. Such techniques include using
recent arm’s length market transactions; reference to
the current market value of another instrument which
is substantially the same and a discounted cash flow
analysis.
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Notes to Financial Statements

BA SRR P RE

2 Summary of significant accounting policies
(continued)

2.10 Impairment of financial assets
The Group assesses at each balance sheet date whether

there is any objective evidence that a financial asset or a

group of financial assets is impaired.

(i)

Assets carried at amortised cost

If there is objective evidence that an impairment loss
on loans and receivables carried at amortised cost has
been incurred, the amount of the loss is measured as
the difference between the asset’s carrying amount
and the present value of estimated future cash flows
(excluding future credit losses that have not been
incurred) discounted at the financial asset's original
effective interest rate (i.e., the effective interest rate
computed at initial recognition). The carrying amount of
the asset is reduced either directly or through the use
of an allowance account. The amount of the impairment
loss is recognised in the income statement. Loans and
receivables together with any associated allowance are
written off when there is no realistic prospect of future
recovery.

If, in a subsequent period, the amount of the
impairment loss decreases and the decrease can be
related objectively to an event occurring after the
impairment was recognised, the previously recognised
impairment loss is reversed by adjusting the allowance
account. Any subsequent reversal of an impairment loss
is recognised in the income statement, to the extent
that the carrying value of the asset does not exceed its
amortised cost at the reversal date.

In relation to advances to customers and accounts
receivable, a provision for impairment is made when
there is objective evidence (such as the probability
of insolvency or significant financial difficulties of the
debtor and significant changes in the technological,
market economic or legal environment that have an
adverse effect on the debtor) that the Group will not
be able to collect all of the amounts due under the
original terms of an invoice. The carrying amount of the
receivables is reduced through the use of an allowance
account. Impaired debts are derecognised when they
are assessed as uncollectible.
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Notes to Financial Statements

BA SRR P RE

2 Summary of significant accounting policies
(continued)

2.10 Impairment of financial assets (continued)
(i) Available-for-sale financial assets

If an available-for-sale asset is impaired, an amount
comprising the difference between its cost (net of any
principal payment and amortisation) and its current fair
value, less any impairment loss previously recognised in
the income statement, is transferred from equity to the
income statement. A provision for impairment is made
for available-for-sale equity investments when there
has been a significant or prolonged decline in the fair
value below its cost or where other objective evidence
of impairment exists. The determination of what is
“significant” or “prolonged” requires judgement. In
addition, the Group evaluates other factors, such as
the share price volatility. Impairment losses on equity
instruments classified as available for sale are not
reversed through the income statement.

2.11 Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial

asset or part of a group of similar financial assets) is

derecognised where:

the rights to receive cash flows from the asset have
expired;

the Group retains the rights to receive cash flows from
the asset, but has assumed an obligation to pay them in
full without material delay to a third party under a “pass-
through” arrangement; or

the Group has transferred its rights to receive cash
flows from the asset and either (a) has transferred
substantially all the risks and rewards of the asset, or
(b) has neither transferred nor retained substantially all
the risks and rewards of the asset, but has transferred
control of the asset.
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2 Summary of significant accounting policies
(continued)

212 BBERFIR U BEE(RE

2.12 Financial liabilities at amortised cost (including

interest-bearing loans and borrowings)

Financial liabilities including accounts payable, other payables
and accruals and loans and other borrowings are initially
stated at fair value less directly attributable transaction costs
and are subsequently measured at amortised cost, using the
effective interest method unless the effect of discounting
would be immaterial, in which case they are stated at cost.
The related interest expense is recognised within “finance
costs” in the income statement.

Gains and losses are recognised in the income statement
when the liabilities are derecognised as well as through the
amortisation process.

2.13 Financial guarantee contracts

Financial guarantee contracts in the scope of HKAS 39 are
accounted for as financial liabilities. A financial guarantee
contract is recognised initially at its fair value less transaction
costs that are directly attributable to the acquisition or
issue of the financial guarantee contract, except when
such contract is recognised at fair value through profit
or loss. Subsequent to initial recognition, the Group
measures the financial guarantee contract at the higher
of: (i) the amount determined in accordance with HKAS 37
Provisions, Contingent Liabilities and Contingent Assets; and
(i) the amount initially recognised less, when appropriate,
cumulative amortisation recognised in accordance with
HKAS 18 Revenue.

2.14 Derecognition of financial liabilities

A financial liability is derecognised when the obligation under
the liability is discharged or cancelled or expires.

When an existing financial liability is replaced by another
from the same lender on substantially different terms, or the
terms of an existing liability are substantially modified, such
an exchange or modification is treated as a derecognition of
the original liability and a recognition of a new liability, and
the difference between the respective carrying amounts is
recognised in the income statement.
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Notes to Financial Statements

BA SRR P RE

2 Summary of significant accounting policies
(continued)

2.15 Cash and cash equivalents

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents comprise cash on hand and
demand deposits, and short term highly liquid investments
that are readily convertible into known amounts of cash,
are subject to an insignificant risk of changes in value, and
have a short maturity of generally within three months
when acquired, less bank overdrafts which are repayable
on demand and form an integral part of the Group's cash
management.

For the purpose of the balance sheets, cash and bank
balances comprise cash on hand and at banks, including
term deposits, which are not restricted as to use.

2.16 Income tax

Income tax comprises current and deferred tax. Income tax is
recognised in the income statement, or in equity if it relates
to items that are recognised in the same or a different period
directly in equity.

Current tax assets and liabilities for the current and prior
periods are measured at the amount expected to be
recovered from or paid to the taxation authorities.

Deferred tax is provided, using the liability method, on all
temporary differences at the balance sheet date between
the tax bases of assets and liabilities and their carrying
amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable
temporary differences, except:

e where the deferred tax liability arises from the initial
recognition of an asset or liability in a transaction that
is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor
taxable profit or loss; and
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Notes to Financial Statements

BA SRR P RE

2 Summary of significant accounting policies
(continued)

2.16 Income tax (continued)

2 EEETERBE@®
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e in respect of taxable temporary differences associated
with investments in subsidiaries and jointly-controlled
entity, 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.

Deferred tax assets are recognised for all deductible
temporary differences, carryforward of unused tax credits
and unused tax losses, to the extent that it is probable that
taxable profit will be available against which the deductible
temporary differences, and the carryforward of unused tax
credits and unused tax losses can be utilised, except:

e where the deferred tax asset relating to the deductible
temporary differences arises from the initial
recognition of an asset or liability in a transaction that
is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor
taxable profit or loss; and

e in respect of deductible temporary differences
associated with investments in subsidiaries and
jointly-controlled entity, deferred tax assets are only
recognised to the extent that it is probable that the
temporary differences will reverse in the foreseeable
future and taxable profit will be available against which
the temporary differences can be utilised.

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 profit will be
available to allow all or part of the deferred tax asset to be
utilised. Conversely, previously unrecognised deferred tax
assets are reassessed at each balance sheet date and are
recognised to the extent that it is probable that sufficient
taxable profit will be available to allow all or part of the
deferred tax asset to be utilised.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the period when the asset
is realised or the liability is settled, based on tax rates (and
tax laws) that have been enacted or substantively enacted at
the balance sheet date.
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Notes to Financial Statements

BA SRR P RE

2 Summary of significant accounting policies
(continued)

2.16 Income tax (continued)
Deferred tax assets and deferred tax liabilities are offset, if a

legally enforceable right exists to set off current tax assets

against current tax liabilities and the deferred taxes relate to

the same taxable entity and the same taxation authority.

2.17 Revenue recognition

Revenue is recognised when it is probable that the economic

benefits will flow to the Group and when the revenue can be

measured reliably, on the following bases:

(i)

(i)

(iif)

(iv)

(vi)

(vii)

from the profit and loss on sale of available-for-sale
investments and equity investments at fair value
through profit or loss, on the transaction dates when
the relevant contract notes are executed;

commission on dealing in securities, futures, options
and bullion contracts and the profit and loss on trading
in securities, futures, options and bullion contracts, on
the transaction dates when the relevant contract notes
are executed,

consultancy and financial advisory fees, placing,
underwriting and sub-underwriting commissions,
and commission income from financial planning, on
an accrual basis in accordance with the terms of the
underlying agreements;

income from fund management, custodian and handling
services, in the period in which such services are
rendered;

interest income, on an accrual basis using the effective
interest method by applying the rate that discounts the
estimated future cash receipts through the expected
life of the financial instrument,

income from leveraged foreign exchange transactions,
on an accrual basis; and

dividend income, when the shareholders’ right to
receive payment has been established.
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Notes to Financial Statements

BA SRR P RE

2 Summary of significant accounting policies
(continued)

2.18 Share-based payment transactions

The Company operates a share option scheme for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group's
operations. Employees (including directors) of the Group
receive remuneration in the form of share-based payment
transactions, whereby employees render services as
consideration for equity instruments (“equity-settled
transactions”).

The cost of equity-settled transactions with employees
is measured by reference to the fair value at the date at
which they are granted. The fair value is determined with
reference to the fair value estimated by external valuer
under a valuation model commonly used in the market,
further details of which are given in note 30 to the financial
statements.

In valuing equity-settled transactions, no account is taken
of any performance conditions, other than conditions
linked to the price of the shares of the Company (“market
conditions”), if applicable.

The cost of equity-settled transactions is recognised,
together with a corresponding increase in equity, over the
period in which the performance and/or service conditions
are fulfilled, ending on the date on which the relevant
employees become fully entitled to the award (the “vesting
date”). The cumulative expense recognised for equity-settled
transactions at each balance sheet date until the vesting date
reflects the extent to which the vesting period has expired
and the Group's best estimate of the number of equity
instruments that will ultimately vest. The charge or credit to
the income statement for a period represents the movement
in the cumulative expense recognised as at the beginning
and end of that period.

No expense is recognised for awards that do not ultimately
vest, except for awards where vesting is conditional upon a
market condition, which are treated as vesting irrespective
of whether or not the market condition is satisfied, provided
that all other performance conditions are satisfied.
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BA SRR P RE

2 Summary of significant accounting policies
(continued)

2.18 Share-based payment transactions (continued)

Where the terms of an equity-settled award are modified,
as a minimum an expense is recognised as if the terms had
not been modified. In addition, an expense is recognised for
any modification, which increases the total fair value of the
share-based payment arrangement, or is otherwise beneficial
to the employee as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as
if it had vested on the date of cancellation, and any expense
not yet recognised for the award is recognised immediately.
However, if a new award is substituted for the cancelled
award, and is designated as a replacement award on the
date that it is granted, the cancelled and new awards are
treated as if they were a modification of the original award,
as described in the previous paragraph. The dilutive effect of
outstanding options is reflected as additional share dilution in
the computation of earnings per share.

2.19 Other employee benefits

(i) Paid leave carried forward

The Group provides paid annual leave to its employees
under their employment contracts on a calendar
year basis. Under certain circumstances, such leave
which remains untaken as at the balance sheet date
is permitted to be carried forward and utilised by the
respective employees in the following year. An accrual is
made at the balance sheet date for the expected future
cost of such paid leave earned during the period by the
employees and carried forward.
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Notes to Financial Statements

BA SRR P RE

2 Summary of significant accounting policies
(continued)

2.19 Other employee benefits (continued)

2 EEETERBE@®

219 HitpBE B (&)

(ii) Pension scheme

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the
“MPF Scheme") under the Mandatory Provident Fund
Schemes Ordinance, for those employees who are
eligible to participate in the MPF Scheme. Contributions
are made based on a percentage of the employees’
basic salaries and are charged to the income statement
as they become payable in accordance with the
rules of the MPF Scheme. The assets of the MPF
Scheme are held separately from those of the Group
in an independently administered fund. The Group’s
employer contributions vest fully with the employees
when contributed into the MPF Scheme, except for
the Group’'s employer voluntary contributions, which
are refunded to the Group when an employee leaves
employment prior to the contributions vesting fully, in
accordance with the rules of the MPF Scheme. The
refunded contribution is recognized in the consolidated
income statement to offset the current period
contribution made.

2.20 Dividends

Final dividends proposed by the directors are classified as
a separate allocation of retained profits within the equity
section of the balance sheets, until they have been approved
by the shareholders in a general meeting. When these
dividends have been approved by the shareholders and
declared, they are recognised as a liability.

Interim dividends are simultaneously proposed and declared,
because the Company’'s memorandum of association and
Bye-Laws grant the directors the authority to declare interim
dividends. Consequently, interim dividends are recognised
immediately as a liability when they are proposed and
declared.
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BA SRR P RE

2 Summary of significant accounting policies
(continued)

2.21 Foreign currencies

These financial statements are presented in Hong Kong
dollars, which is the Company’s functional and presentation
currency. Each entity in the Group determines its own
functional currency and items included in the financial
statements of each entity are measured using that functional
currency. Foreign currency transactions are initially recorded
using the functional currency rates ruling at the date of the
transactions. Monetary assets and liabilities denominated
in foreign currencies are retranslated at the functional
currency rates of exchange ruling at the balance sheet date.
All differences are taken to the income statement. Non-
monetary items that are measured in terms of historical cost
in a foreign currency are translated using the exchange rates
at the dates of the initial transactions. Non-monetary items
measured at fair value in a foreign currency are translated
using the exchange rates at the date when the fair value was
determined.

The functional currencies of certain overseas subsidiaries
are currencies other than the Hong Kong dollars. As at
the balance sheet date, the assets and liabilities of these
entities are translated into the presentation currency of the
Company at the exchange rates ruling at the balance sheet
date, and their income statements are translated into Hong
Kong dollars at the average exchange rates for the year. The
resulting exchange differences are included in a separate
component of equity. On disposal of a foreign entity, the
deferred cumulative amount recognised in equity relating to
that particular foreign operation is recognised in the income
statement.

For the purpose of the consolidated statement of cash
flows, the cash flows of overseas subsidiaries are translated
into Hong Kong dollars at the exchange rates ruling at the
dates of the cash flows. Frequently recurring cash flows of
overseas subsidiaries which arise throughout the period are
translated into Hong Kong dollars at the average exchange
rates for the year.
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2 EEETERBE@®

2 Summary of significant accounting policies

(continued)
2.22 Non-current assets (or disposal groups) held for sale

Non-current assets (or disposal groups) are classified as
assets held-for-sale when their carrying amount is to be
recovered principally through a sale transaction and a sale
is considered highly probable. They are stated at the lower
of carrying amount and fair value less costs to sell if their
carrying amount is to be recovered principally through a sale
transaction rather than through continuing use.

The assets and liabilities of the disposal groups are classified
as "assets classified as held for sale” and “liabilities
classified as held for sale”, presented as current assets and
current liabilities in the balance sheet.

Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within
the next financial year are addressed below.

(i) Impairment of available-for-sale investments

The Group had available-for-sale investments which were
stated at their fair values on the basis of their quoted
market prices at the balance sheet date, on an individual
basis. Any gains or losses are recognised as a separate
component of equity until the investment is derecognised
or until the investment is determined to be impaired, at
which time the cumulative gain or loss previously reported
in equity is included in the consolidated income statement.
Management has to assess whether objective evidence
of significant impairment exists and consider whether it is
appropriate to charge the cumulative loss to consolidated
income statement.
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3 Critical accounting estimates and judgements
(continued)

(i)

(ii)

(iii)

Impairment of available-for-sale investments
(continued)

In making its judgement, the Group considers if there has
been a significant or prolonged decline in the fair value below
its cost or whether other objective evidence of impairment
exists.

For the 18 months ended 30 June 2009, impairment loss
of HK$5,922,000 was recognised by the Group with the
cumulative loss in equity charged to the consolidated income
statement. Should there be no impairment loss, the profit of
the Group for 18 months ended 30 June 2009 will increase
by HK$5,922,000. No impairment loss is recognised for the
18 months ended 31 December 2010 as the fair value of the
available-for-sale investments increase during the period.

Impairment of goodwiill

The Group determines whether goodwill is impaired at least
on an annual basis. This requires an estimation of the value
in use of the cash-generating units to which the goodwill
is allocated. Estimating the value in use requires the Group
to make an estimate of the expected future cash flows
from the cash-generating unit and also to choose a suitable
discount rate in order to calculate the present value of those
cash flows. The carrying amount of goodwill at 31 December
2010 was HK$9,854,000 (30 June 2009: HK$9,854,000). No
impairment is considered necessary as at 31 December 2010
as the prospect of the cash-generating units is favorable to
the Company. More details are given in note 14.

Impairment allowances on advances to customers

The Group reviews its advances to customers to assess
impairment at least on a monthly basis. In determining
whether an impairment loss should be recorded in the
consolidated income statement, the Group makes judgments
as to whether there is any observable data indicating that
there is a measurable decrease in the estimated future cash
flows. This evidence may include observable data indicating
that there has been an adverse change in the payment

status of borrowers in a group.
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3 Critical accounting estimates and judgements
(continued)

(ili) Impairment allowances on advances to customers

(continued)

Management uses estimates based on historical loss
experience when scheduling its future cash flows. The
methodology and assumptions used for estimating both
the amount and timing of future cash flows are reviewed
regularly to reduce any differences between loss estimates

and actual loss experience.

More details on the credit risk of the advances to customers

are included in note 20.

(iv) Estimation of realisability of deferred tax assets
Determining income tax provisions involves judgement on
the future tax treatment of certain transactions. The Group
carefully evaluates tax implications of transactions and tax
provisions are set up accordingly. The tax treatment of
such transactions is reconsidered periodically to take into
account all changes in tax legislations. Deferred tax assets
are recognised for tax losses not yet used and temporary
deductible differences arising from depreciation of fixed
assets . As those deferred tax assets can only be recognised
to the extent that it is probable that future taxable profit
will be available against which the unused tax credits can
be utilised. Management's judgement is required to assess
the probability of future taxable profits. Management's
assessment is constantly reviewed and additional deferred
tax assets are recognised if it becomes probable that
future taxable profits will allow the deferred tax asset to be

recovered.

As at 31 December 2010, the Group recognised deferred
tax assets of approximately HK$2.3 million (30 June 2009:
HK$10.6 million). Should future taxable profit become
totally unavailable, the Group would need to decrease the
deferred tax assets and increase its deferred tax expenses
by approximately HK$2.3 million for the 18-month period

(18 months ended 30 June 2009: HK$10.6 million).

Furthermore, as at 31 December 2010, the Group has
unrecognised deferred tax assets of approximately HK$23
million (30 June 2009: HK$29 million) arising from the
subsidiaries of the Group which management consider that
these subsidiaries are unlikely to generate available future

taxable profit to utilise the deferred tax benefit.
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3 Critical accounting estimates and judgements

(continued)

(v) Equity-settled share option expense

The fair value of the share options granted to the employees
(including directors) of the Group at the date of grant of the
respective share options is charged to the income statement
over the vesting period, with a corresponding adjustment to
the Group’s share option reserve. A binomial option pricing
model (the “binomial model”) was used in estimating the
fair value of the share options granted. The binomial model is
one of the generally accepted valuation methodologies used
to estimate the fair value of the share options. It requires
the input of assumptions, including expected dividend yield,
expected life of options and expected volatility. Any changes
in these assumptions can affect on the estimated fair value
of the share options granted. Details on the assumption used
in estimating the fair value of the options granted during the
period are included in note 30.

Segment information

Operating segments are reported in a manner consistent with
the internal reporting provided to the chief operating decision
maker. The chief operating decision maker is the person or group
that allocates resources to and assesses the performance of the
operating segments of an entity. The Group has determined the
Executive Committee as its chief operating decision maker.

All transactions between business segments are conducted on
an arm’s length basis, with intra-segment revenue and costs
being eliminated. Income and expenses directly associated with
each segment are included in determining business segment
performance.

According to HKFRS 8, the Group has the following segments:

(a) the broking segment engages in securities, futures, options
and bullion contracts broking and dealing;

(b) the margin and other financing segment engages in the
provision of margin financing to margin customers, and
personal loans and commercial loans to individuals and
corporate customers, respectively;
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4 Segment information (continued)

(c)

the corporate advisory, placing and underwriting segment
engages in the provision of corporate advisory, placing and
underwriting services;

the trading and investment segment engages in investment
holding, and proprietary trading of securities, futures,
options, bullion contracts and leveraged foreign exchange
trading;

the financial planning and advisory services segment
engages in the provision of financial planning and advisory
services; and

the “others” segment comprises fund management and the
provision of custodian and handling services.

Segment information for the 18 months ended 30 June 2009

that is reported as comparative information for 18 months

ended 31 December 2010 has been restated to conform to the

requirements of HKFRS 8.
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4 Segment information (continued)

The following table presents revenue and profit for the Group's

business segments.

4 DEFER#E)

TREIIAKBEZEG D BB Z WA SmH o

Corporate advisory,
Margin and placing and Trading and Financial planning and
Broking other financing underwriting investment advisory services Others Eliminations Consolidated
fesh FRRARES bEds RERGY RERRE HRRERFRRE i i &
Forthe  Forthe Forthe  Forthe Forthe  Forthe  Forthe  Forthe Forthe  Forthe Forthe  Forthe Forthe  Forthe Forthe  Forthe
18 months 18months 18 months 18months 18 months 18 months 18 months 18months 18 months 18months 18 months 18months 18 months 18 months 18 months 18 months
ended  ended ended  ended ended  ended ended31  ended ended  ended ended  ended ended  ended ended  ended
31December 30 June  31December  30June  31December  30June December  30June  31December 30June 31 December 30June  31December 30June  31December 30June
010 2009 010 2009 010 2009 2010 2009 010 2009 010 2009 010 2009 010 2009
B #% E BE #E B2 EE BE &% B2 &z BE #E BE #E
WOE  2009% 105 20095 W05 20005 20108 2000F W0E 20098 WOE  2009% W0 20095 105 20095
128318 64308 128318 6A30E 12F318 638 128318 6A30A 128318 68304 128318 68308 128318 64308 128318 6A308
1888 1t18ER L1888 118ER 18R 118EA  L18BR  L18ER 1t18@A 18R 1L18fER 185 18R 18R 18R 11885
HKS'000  HK$'000 HKS'000  HK$'000 HKS'000 HKS'000  HKS'000  HKS'000 HK$'000  HKS'000 HKS$'000  HK$'000 HK$'000  HK$'000 HK§'000  HKS'000
T TEn TR TEn Tén T TR T TEn  Thn TEn  TEL T TEn Tén  TEn
Segment revenue: ABRA -
Sales to extemal HETIREP
customers 803384 712,838 297830 176,461 155,711 71789 94208 350 54834 70540 53468 49,455 - - 1459,935 1,084,604
Itersegmentsales ~ RAUEZHE 2o 39807 4168 - - - - - - - - (39,839) (42,445 - -
Total &5 803,916 713,639 371,637 218,105 155,711 71789 94208 350 54834 70,540 53468 49,455 (39,839)  (42,445) 1,459,935 1,084,604
Other income EfHA - - 2894 69267 4404 450 16847 () - - 483 25N - - 55,018 66,369
Less: i
Employes benefitcosts  [EB IR (501,128) (341,851) (63,934)  (89,460) (37.930) (36028  (21,288) (31,738 (22,063)  (40,079) (25,280)  (33,290) - - (691,623) (572,446)
Other expenses EffFT (131573) (225230 (169,378) (100,376) (68554) (23633) (32,863  (20,837) (34059) (26313) (39.021) (21,854) 30839 40445 (425,609) (375,820
Segment results e M215 146,556 13249 9753 63631 1255 56904  (54976) (1.288) 4148 (5,990)  (3.115) - - 397,721 202,707
Unallocated expenses ~ AAERER (894)  (649)
Share of profit of EEREDT
an associate il 1M 634
Profit before taxation B aER 398,545 208,382
Taxation expenses AR (53,386) (20,004
Poftforthepeiod B 5,169 188318

Haitong International Securities Group Limited ¢ Annual Report 2009/2010



Notes to Financial Statements

BA SRR AL

Revenue and other income

5

An analysis of revenue (which is also the Group’s turnover) and

other income is as follows:

WA R B A A

WA (THEAREE 2 255 REMBAZ
DITEAT

For the For the
18 months 18 months
ended ended
31 December 30 June
2010 2009
Bz HE
20105 20094
12A31H 6H30H
11818 A E18fEA
HK$'000 HK$'000
FER FAT
Revenue WA
Securities dealing and broking: BHEEERELE
Commission on securities dealing BHEEBMELER 2R
and broking 591,720 532,757
Futures, options and commodities HE  HEEREREER
dealing and broking: AT -
Commission on futures, options and HE - EEERER
commodities dealing and broking P& TRES ol it 199,822 167,419
Margin and other financing: FEREREMEES
Interest income on margin and TEREEMEREES
other financing activities B WA 297,830 176,461
Corporate finance and advisory: TEMENENR
Consultancy and financial advisory BRI RBEZAERA
fee income 64,428 37,814
Placing, underwriting and e - Bk BEHEES
sub-underwriting commission 91,283 33,975
Bullion contracts dealing: ESBEANESE
Commission on bullion contracts EEESEAOZREE
dealing 12,342 12,662
Provision of nominee and custodian IRMERIE A RIRE RS
services:
Custodian and handling service fees RIEAMRE RIS E 29,049 22,693
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5 Revenue and other income (continued) 5 WAREMKAE)
For the For the
18 months 18 months
ended ended
31 December 30 June
2010 2009
BZE HE
20105 2009%F
12A31H 6H30H
1E18fE A LE18{E A
HK$'000 HK$'000
FHExT FHIT
Revenue (continued) WA (&)
Fund management: AESER
Management fee income EEBEIA 23,910 22,916
Performance fee income RIBEUWA 509 3,846
Income from proprietary trading: BHEEBEZWA :
Profit/(loss) on financial investments BAFEFABRZTBHIRE
at fair value through profit wF(E518) - JREE
or loss, net 24,821 (67,488)
Profit on futures, options, commodities HI%E - Hi#E - IR RELE
and bullion contracts trading, net AHEBEZ =T - FE 36,911 40,368
Dividend income fig B A 2,564 3,784
Leveraged foreign exchange trading: BEIRINEEE -
Income from leveraged foreign EIRINEEE 2 WA - FEE
exchange trading, net 29,912 26,857
Financial planning and advisory services: 81 755 2| & 7% 6 R 7%
Commission on the provision of TR B T% 28 B K iR 58 AR 7S
financial planning and advisory P
services 54,834 70,540
1,459,935 1,084,604
Other income Hib A
Bank interest income IRITA B UA 28,924 69,267
Impairment loss on available-for-sale A HERE ZREEIE
investments - (5,922)
Gain on disposal of available-for-sale HERHEERE 2 Wa - FHE
investments, net 11,267 -
Gain on disposal of assets/liabilities HEBEFENEE, AfE
classified as held for sale Z Wz 2,950 -
Gain on disposal of an associate (note) HERA AT 2 Wz (i) 4,843 -
Others Efh 7,034 3,024
55,018 66,369

MisE : HE—MEE QR 2 e R HEREE
RHERMAREEEEEARAREZE 2K
m= (F9EE18) -

Note: The gain on disposal of an associate represents the disposal gain on
the Group's interest in CMTF Asset management Limited (note 18).
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6 Profit before taxation 6 PBRBEADEF
The Group's profit before taxation is arrived at after charging/ REE 7 BB BNEN T3HE (5t A) 5
(crediting): FIERED -
For the For the
18 months 18 months
ended ended
31 December 30 June
2010 2009
BZE HE
20104 2009%F
12A31H 6H30H
1E18{E A 1181 A
HK$'000 HK$'000
FExT FHIT
The other operating expenses include: H&L5 T BF -
Minimum lease payments under LEAE Ttz
operating leases: HEHEE :
Land and buildings T RAEF 80,576 78,349
Computer equipment BN E 13,426 5,799
Auditors’ remuneration % BREH BN & 4,940 4,955
Foreign exchange differences, net SNEZERE - FEE (3,467) 13
Net reversal of impairment losses on  #T&F 283 7 &[0
advances to customers BIEEE = (3,977)
Loss on disposal of fixed assets HEREEEZER 452 484
Repair and maintenance (including HIERGEE(RIERAHE)
system maintenance) 54,119 38,094
Quotemeter services WE RS 10,086 11,087
Marketing, advertising and promotion TEHE - EEREEMX
expense 49,313 25,724
Equipment rental and servicing HEHE KR 42,533 35,591
Employee benefits costs (including EERAFZ (B
directors’ remuneration and five EEME R
highest paid employees): hEm=FHER)
Salaries and allowances e KR (M7 %8)

(note 7 and 8) 302,078 276,195
Bonuses TEAL 114,715 44,553
Commission to accounts executives EEEERE: 252,410 223,347
Equity-settled share option expense PARRAS 2 f+F 2 B AR e A <2

(note 30) (Pf+7¥30) 12,791 13,425
Pension scheme contributions BIRE I 10,581 16,453

Less: Forfeited contributions W O R ER (952) (1,527)

691,623 572,446
Interest expense for securities broking REEEALLRHFREEELZ

and margin financing operations: FERY
- bank loans and overdrafts —RITERREL 28,078 20,221
- other loans —HMER 10,394 11,375
— accounts payable to clients —ERE PR 722 3,802
- others —HAtb = 3
39,194 35,401
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7 Directors’ remuneration 7 EE#ME
Directors’ remuneration for the period, disclosed pursuant to LTABRELIMBRLEESRNBIEAE
the Listing Rules and Section 161 of the Hong Kong Companies 1SR ERBEZHEREEMHE TS

Ordinance, is as follows:

Group
AEH
For the For the
18 months 18 months
ended ended
31 December 30 June
2010 2009
Bz HE
20105 20094
12A31H 6H30H
11818 A 1E18fEA
HK$'000 HK$'000
FER FAT
Fees: W
Executive directors HMITES 1,554 2,250
Non-executive directors FHITES 1,780 1,500
Independent non-executive directors B IFHITE S 1,050 1,050
4,384 4,800
Other emoluments: He -
Executive directors: HITESE
Salaries and allowances e KRR 15,615 16,338
Bonuses (note (a)) TEAL (M 5E(a) 19,070 9,822
Employee share option benefits 1B B B IRER A (MFE(b)
(note (b)) 4,833 2,339
Pension scheme contributions BRING TSR 117 766
Non-executive directors: HHITESE :
Employee share option benefits 1B BB EEF (M sE(b))
(note (b)) 1,713 -
Independent non-executive directors: B IEHITESE ¢
Employee share option benefits 1B BB R F (M sE (b))
(note (b)) 918 -
42,266 29,265
46,650 34,065
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i B
7 Directors’ remuneration (continued)

(a)

(a)

Bonuses include performance related bonuses, in which
certain executive directors of the Company are entitled to
bonus payments which are determined as a percentage of
the profit after taxation of the Group.

During the period, certain directors were granted share
options, in respect of their services to the Group, under
the share option scheme of the Company, further details
on the share option scheme are set out in note 30 to the
consolidated financial statements. The fair value of such
options, which has been recognised in the consolidated
income statement over the vesting period, was determined
as at the date of grant and the amount in the financial
statements for the current period is included in the directors’
remuneration disclosures.

Independent non-executive directors

7 ESEME@)

(a)

A BRERERBRMBERZIEL AR
ETHITESRWEEAL - RIEAL
AEBGBREEN 2 X ET D LE

o

Ft S I wf

HR - ETEERERASERE
RIS MARIE AR R BB AR B X AE
Bt - BRREA BIFBHN G A M
WARMEES0 - L ERERABEZ AT E
REBHANGERGERER - 22
FHETINE H BT mABRY 5
BERZCHCERAEESEMEREL
A o

(a) BYFHITES

Employee Pension
Salaries and share option scheme Total
Fees allowances Bonuses benefits contributions remuneration
] e
e HeREH L BRERT HELE HesE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thn Thn Thn Thn Tén Thn
For the 18 months ended 220105128318
31 December 2010 LF18fEA
Man Mo Leung NER 375 - 306 - 681
Tsui Hing Chuen, William BE2 375 - 306 - 681
Lau Wai Piu, Bill =i 300 - 306 - 606
1,050 - 918 - 1,968
For the 18 months ended HZ200956A30H
30 June 2009 LF18fEA
Man Mo Leung YER 375 - - - 375
Tsui Hing Chuen, William BE2 375 - - - 375
Lau Wai Piu, Bil RR 300 - - - 300
1,050 - - - 1,050
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7 Directors’ remuneration (continued) 7 EEME#E)
(b) Executive directors and non-executive directors (b) BITEERIHITES
Employee
share Pension
Salaries and option scheme Total
Fees  allowances Bonuses benefits contributions remuneration
] e
BE  HeREM a4 BRERT HE L HesE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TiEx TiEx TiEx TiEx TiEx
For the 18 months ended HZ201012831
31 December 2010 BiE18fEA
Executive directors: HIEE -
Cheng Kar Shun, Henry (note (a)) B354 (tE(a) 479 - - - 1 486
Doo Wai Hoi, William (note (al) HEE () 319 = = = 7 326
Li Jianguo (note (b)) 228 (3 0) 290 - - 489 12 191
Lin Yong (note (c)) R (fsE) 307 - - 489 12 808
Wong Shiu Hoi, Peter R - 4,815 7,130 1,224 18 13,187
Lee Yiu Wing, William TR - 3,792 4,220 979 18 9,009
Chan Chi On, Derek BEZ - 3,552 4,900 918 18 9,388
Poon Mo Yiu, Patrick note (d) A= (HHd) - 3,456 2,820 734 18 7,028
Cheng Chi Ming, Brian (note (e)) B (f3He) 159 = = = 1 166
1,554 15,615 19,070 4,833 17 41,189
Non-executive directors: #H1ES -
Wong Kwok Kin, Andrew (note (a)) ~ EEIER(Fiz(a)) 106 = = = = 106
Lam Wai Hon, Patrick (note (a)) HES(HEa) 106 - - - - 106
To Hin Tsun, Gerald (note (a)) B (M a) 106 - - - - 106
Lee Ka Sze, Carmelo (note (a)) 251 (M) 106 - - - - 106
Li Mingshan (nate (b)) ZW (B (o) 580 - - 489 - 1,069
Ji Yuguang (note (b)) EFH (b)) 194 - - 306 - 500
Wu Bin (note (b)) K98 (W (b)) 194 - - 306 - 500
Chen Chungian (note (b)) BEE (M) 194 - - 306 - 500
Cheng Chi Ming, Brian (note (el) ~ ZE8 (i (e)) 194 - - 306 - 500
1,780 - - 1,713 - 3,493
3,334 15,615 19,070 6,546 "1 44,682
(a) Resigned on 13 January 2010. (a) A2010%1H13HBHT -
(b) Appointed on 13 January 2010. (b) 720101 A13HERIE -
(c) Appointed on 23 December 2009. (c) M2009F12A23RER(T
(d) Appointed on 1 July 2009. (d) M2009%781BEZT -
(e) Appointed as executive director on 1 July 2009 and (e) M 200957 A1 Ei?f%?&'?%%ﬂﬁjii%
re-designated as non-executive director on 13 January §%2011¢1 A13EAERIFNITE
2011. °
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7 Directors’ remuneration (continued)

(continued)

(b) Executive directors and non-executive directors

E=Mem@wm)

(b) HMITEERFANTESHE)

Employee
share Pension
Salaries and option scheme Total
Fees  allowances Bonuses benefits contributions remuneration
E& Bife
e HeREH AL BRERA sHEHRER Weasm
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TiEn TiEn TiEn TiEn TiEn
For the 18 months ended B Z2009%6 4308
30 June 2009 LE18fEA
Executive directors: nES:
Cheng Kar Shun, Henry x4 1,350 - - - 18 1,368
Lo Lin Shing, Simon i - 4,725 3,080 - 127 7,932
Doo Wai Hoi, William a3t 900 - - - 18 918
Wong Shiu Hoi, Peter B - 4,725 3,080 935 245 8,985
Lee Yiu Wing, William TR - 3,522 1,765 702 181 6,170
Chan Chi On, Derek =7 - 3,366 1,897 702 177 6,142
2,250 16,338 9,822 2,339 766 31,515
Non-executive directors: FanEE:
Wong Kwok Kin, Andrew EEES 300 - - - - 300
Lam Wai Hon, Patrick mwER 300 - - - - 300
Cheung Wing Yui, Edward Rk - - - - -
Ho Hau Chong, Norman Bl 300 = o = - 300
To Hin Tsun, Gerald Tk 300 - - - - 300
Lee Ka Sze, Carmelo 3=t 300 - - - - 300
1,500 - = = = 1,500
3,750 16,338 9,822 2,339 766 33,015

agreed to waive any remuneration during the period.

There was no arrangement under which a director waived or

HIA I BB FRBE M LR ER IR BN

FWEAE RIS -

BEERESFEEARA T © Fik 2009/2010

163



164

Notes to Financial Statements

BA RS SRR AL

8 Five highest paid employees

The five highest paid employees during the period included
three (18 months ended 30 June 2009: two) directors, details of
whose remuneration are set out in note 7 above. Details of the
remuneration of the remaining two (18 months ended 30 June
2009: three) non-director, highest paid employees for the period
are as follows:

hEHEREZER

HNhEFemamcBEREIR(BE
200968308 IE18fE A : 2%)E= - &
Bl 2 B EXHIE7ES) - IR T
2% (i ZE2009F6 A30H 1L181AA : 3%)
BeyMEEEEE ZHEFHIWT ¢

For the For the

18 months 18 months

ended ended

31 December 30 June

2010 2009

Bz #H=E

2010 20094

12A31H 6H30H

1L18fE A 1E18f@A

HK$'000 HK$'000

FER FAET

Salaries and allowances B MoERE 18,183 29,665
Pension scheme contributions RS FH B 36 68
Employee share option benefits 1 BB IRERET - 210
18,219 29,943
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g E e
8 Five highest paid employees (continued) 8 hEFEEEZEEM)
The number of non-director, highest paid employees whose BerE Ny BERzESEHIEESREE A
remuneration fell within the following bands is as follows: 2N
Number of employees
BE A"
For the For the
18 months 18 months
ended ended
31 December 30 June
2010 2009
Bz HZE
20104 20094
12H31H 6H30H
1F18{EA 1E181E A
HK$'000 HK$'000
FTET FAT
HK$6,000,001 to HK$7,000,000 6,000,001 7T % 7,000,000/ 7T = 1
HK$7,000,001 to HK$8,000,000 7,000,001 7T 28,000,000/ 7T - 1
HK$8,000,001 to HK$9,000,000 8,000,001 C£9,000,000/% 7T 1 -
HK$9,000,001 to HK$10,000,000 9,000,001;#7T% 10,000,000/ 7T 1 -
HK$16,000,001 to HK$17,000,000 16,000,001#7C% 17,000,000/ 7T - 1
2 3
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9 Taxation expenses

Hong Kong profits tax has been provided at the rate of 16.5%
(2009: 16.5%) on the estimated assessable profits arising in

Hong Kong during the period. Taxes on profits assessable

elsewhere have been calculated at the rates of tax prevailing in

the jurisdictions in which the Group operates, based on existing

legislation, interpretations and practices in respect thereof.

BIERA X

BEFIST IS BN S B E L 2 A7 E
PR R T R 16.5% (20094 © 16.5%)
B o M E A 2 FERT s A TR EE AR
EEKEEBERNBITEN  2EBRRE
Bl - REH 2 IRITHERTH o

For the For the
18 months 18 months
ended ended
31 December 30 June
2010 2009
BZE H=E
2010 2009%F
12A31H 6H30H
1E18{EA 1E181E A
HK$'000 HK$'000
FET FHET

Current taxation — Hong Kong REAIE - B
Charge for the period HA I8 41,217 35,986
Over-provision in prior periods B HAR BB (3,239) (16,496)
Current taxation — overseas RERFE IR — AN 1,528 1,295
Deferred taxation ERERIE 13,880 (731)
Total taxation charge for the period HAA R IE R 4258 53,386 20,054
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10

Taxation expenses (continued)

The tax on the Group's profit before taxation differs from the

9

BUIRR X (41)

AREE 2 BB ADGF SR E AR AR EEE

theoretical amount that would arise using the tax rate of Hong ZIEREHEERENT
Kong as follows:
For the For the
18 months 18 months
ended ended
31 December 30 June
2010 2009
Bz HE
20104 2009%F
12A31H 6H30H
1E181@ A 1E181E A
HK$°000 HK$'000
FTERT FABT
Profit before taxation R R A 398,545 208,382

Tax calculated at 16.5% (2009: 16.5%) %% %16.5% (20094 : 16.5%)

AHEZHA 65,760 34,383
Income not subject to tax BAGMTLIE 2 WA (24,679) (13,899)
Expenses not deductible for tax LItk g
purposes 17,999 2,609
Over-provision in prior periods B AR R R (3,239) (16,496)
Tax losses not recognised I R 2 B B 1A 204 14,136
Utilisation of previously unrecognised &)/ 8 I fEFER 2 B 15 B 18
tax losses (6,912) (4,379)
Effect of different overseas tax rates  /BIMIRZER 7 & (367) (18)
Others HAith 4,620 3,718
Taxation charge for the period BN AR B R 53,386 20,054

The average effective tax rate of the Group was 13.4% for the
18-month period ended 31 December 2010 (18 months ended
30 June 2009: 9.6%).

Profit attributable to equity holders of the Company

The consolidated profit attributable to equity holders of the
Company for the 18 months period ended 31 December 2010
includes a profit of HK$176,648,000 (18 months ended 30 June
2009: HK$89,526,000) which has been dealt with in the financial
statements of the Company.

10

HZE2010F 128310 1H18E A - K&EH
BB BR A13.4% (B 2200946 A
308 1E18fE A : 9.6%) °

KRB RAEFH ARG ER

HZE2010F12 831 8 1-181@ A 1-HAR -
RNATFERERPRIEZ AR BIRAZEH
AN FEAE 4R & A H B 454 7176,648,000
BT (H 2200996 A30H 1E181E A -
89,526,000/ 7T) °
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11 Dividends 11 RE
For the For the
18 months 18 months
ended ended
31 December 30 June
2010 2009
Bz HE
20104 20094
12A31H 6H30H
L1818 A 1F1818 A
HK$'000 HK$'000
FET FHT
First interim dividend declared for the ~ Bt#1Z20094 12731 R 1L61A A
6 months ended 31 December 2009 EIRZE—IRPHIRE
— HK10 cents (6 months ended — SRR 107l
30 June 2008: HK5 cents) (BZ2008%6H30A Ik
per ordinary share 618 A : 578(L) 70,896 34,818
Second interim dividend declared for  tE(Z201056 A30H 1121 A
12 months ended 30 June 2010 EIRZE ZIRPHIRE
— HK6 cents (12 months ended — SR EAReA
31 December 2008: Nil) per (HZ=2008F12A31H 1k
ordinary share 121@A8 : &) 42,538 =
Final dividend paid in respect of the RAFIRMN 2 KREARE
previous year - 388
Proposed final dividend for the 18 B ZE2010612H318 1E181E A
months ended 31 December 2010 Z R R HARR B
— HK8 cents (18 months ended — iR EARSA
30 June 2009: HK8 cents) (B£2009%6H30A Ik
per ordinary share 18fE A : 8%1l) 57,203 56,516
170,637 91,722

At a meeting of the Board of Directors held on 11 March 2010, the

MR2010F3 A1 BEITrEESE®H

directors resolved to declare a first interim dividend of HK10 cents
per share in cash for the 6 months ended 31 December 2009
(6 months ended 30 June 2008: HK5 cents per share in scrip form
with a cash option), to shareholders whose names appear on the
register of members of the Company on Friday, 16 April 2010.
The first interim dividend was paid on Friday, 30 April 2010, with
a total of HK$70,896,000 cash dividend paid to the shareholders.
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1

12

Dividends (continued)

At a meeting of the Board of Directors held on 19 August 2010,
the directors resolved to declare a second interim dividend of
HK6 cents per share in cash with a scrip option for the 12 months
ended 30 June 2010 (12 months ended 31 December 2008:
Nil), to shareholders whose names appear on the register of
members of the Company on Tuesday, 28 September 2010. The
second interim dividend was paid on Wednesday, 10 November
2010, with a total of HK$7,734,645 cash dividend paid to the
shareholders and 5,597,393 shares were issued in scrip form.

On 16 March 2011, the directors recommended a final dividend
of HK8 cents per share in cash for the 18 months ended
31 December 2010 (18 months ended 30 June 2009: HK8 cents
per share in scrip form with a cash option).

The proposed final dividend for the 18-month period is subject to
the approval of the Company’s shareholders at the forthcoming
annual general meeting.

Earnings per share attributable to equity holders of
the Company

The calculation of basic earnings per share amounts is based on
the profit for the 18-month period attributable to ordinary equity
holders of the Company, and the weighted average number of
ordinary shares in issue during the period.

The calculation of diluted earnings per share amounts is based
on the profit for the period attributable to equity holders of the
Company. The weighted average number of ordinary shares used
in the calculation is the number of ordinary shares in issue during
the period, as used in the basic earnings per share calculation,
and the weighted average number of ordinary shares assumed
to have been issued at no consideration on the deemed exercise
or conversion of all dilutive potential ordinary shares into ordinary
shares.

1

12

IR B (&)

R2010F8R190HRTEFE €5
FEREAN2010F9H28H (E# )&
PIARNRIRERAM R - SIREIE2010
F6A30RIE12BAZEZRFEREST
BRE7E(L - WABR S DK - HRRERAIER
ARR R B (B 22008412 A31H 1E121@
B &) - ERPHREER20104F
11A108 (28=)RNM » MR 235
TR B A $£7,734,6458 7T © WIRIARRAR
B 8175,697,393 A% 15 °

R2011E3A160 EEEHEREER
201012 A31H L1818 AR E R B
FRRSAEN - WIAR &Ik (B Z2009%6
A308E18EA: FSHE » WIRLAR
REFRDIE « HERRAERWERE) -

1818 A B 2 $Uk R R B A AN R A
RPN ERERFBFERE LHER - HAME

o

i

\

RRARAIEFEAREZTRER

BREABNSREHRE18(E A HREAR
RAEBEATEARIERT - AR
ERTEBERZ IEFIOHETE

SRR NS B TYRIERAAR DR
HRAEABEGNGE - SHERARBZE
BEEFHE - BAEGREARRNIPT
RAZHMAEHTEREBBMER - 1R
REBEINETHOBRE R EEEL
BERRSEITERBR AT B - Mix
TREET
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12 Earnings per share attributable to equity holders of 12 AATREAFZEAEEERER

the Company (continued) (#)
(a) Basic earnings per share (a) BREXER
For the For the
18 months 18 months
ended ended
31 December 30 June
2010 2009
BE HE
20105 20094
12A31H 6H30H
11818 A 1E18fEA

Profit attributable to equity holders of  ZANA &R AIFH A FE(L 5 F
the Company (HK$'000) (F#mT) 345,795 188,974

Weighted average number of ordinary £ 377 & @M% 2 1k 192

shares in issue (in thousands) (FA) 708,554 684,530
Basic earnings per share BRERZF (FRABN)
(HK cents per share) 48.80 27.61
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12 Earnings per share attributable to equity holders of

the Company (continued)

(b) Diluted earnings per share

(b) BREFRF

12 ZRAREBEABEERER

(Ig

For the For the
18 months 18 months
ended ended
31 December 30 June
2010 2009
Bz HE
20105 20094
12A31H 6H30H
11818 A 1E18fEA
Profit attributable to equity holders KA BIRAFEE AE(G =T
of the Company (HK$'000) (F#mT) 345,795 188,974
Weighted average number of ordinary £ 377 & @M% 2 1k 192
shares in issue (in thousands) (FA) 708,554 684,530
Adjustments for share options ThEERRRE 2 AR (FA%)
(in thousands) 1,792 430
710,346 684,960
Diluted earnings per share FIREE AT (FRE)
(HK cents per share) 48.68 27.59
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13 Fixed assets 13 BEEE
Group rEE
Computer
Leasehold Leasehold Furniture, software and
land and improve- fixturesand ~ Computer system
buildings ments  equipment hardware development Total
HELH HE B EREAR
i3 £ NERE  EERZG EREH FRR fit
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TER TER TER
31 December 2010 120105128318
At 1 July 2009: R2009F7A1A :
Cost A 3,092 59,641 48,425 76,186 148,462 335,806
Accumulated depreciation 2iENE (945) (50,723) (38,673) (64,940) (61,489) (216,770)
Net carrying amount REFE 2,141 8,918 9,752 11,246 86,973 119,036
At 1 July 2009, net of 120097518
accumulated depreciation N 2%ENE 2,147 8,918 9,752 11,246 86,973 119,036
Additions RE - 4,094 4,081 6,132 65,921 80,228
Fixed assets acquired in business ~ REHAfhE A
combination (note 32) e & (MfE 32) - - 121 253 1,655 2,029
Disposals e - (369) (102) (32) - (503)
Depreciation & (116) (5,120) (5,676) (9,271) (29,187) (49,370)
At 31 December 2010, net of #R2010%12A31H
accumulated depreciation NR2ENHE 2,031 7523 8,176 8,328 125,362 151,420
At 31 December 2010; #®2010€12A318 :
Cost BR 3,002 62,694 52,298 81,892 216,039 416,015
Accumulated depreciation ZRENE (1,061) (55,171) (44,122) (73,564) (90,677) (264,595)
Net carrying amount REE 2,031 7523 8,176 8,328 125,362 151,420
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13 Fixed assets (continued) 13 BAEEEE)
Group (continued) REE(E)
Computer
Leasehold Leasehold Furniture, software and
land and improve- fixtures and Computer system
buildings ments equipment hardware  development Total
iR HE fRfih - AR
RigF nEkE  RERDGE EREH ZhER ait
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TAL TAL TAR TAL TAR
30 June 2009 12009%6A30A
At 1 January 2008: R2008F1A1A :
Cost AR 3,092 52,872 44,331 68,362 86,704 255,361
Accumulated depreciation 2iEnE (829) (45,959) (34,462) (55,239) (41,418) (177,907)
Net carrying amount REFE 2,263 6,913 9,869 13,123 45,286 77,454
At 1 January 2008, net of R2008F 1418
accumulated depreciation N 2%ENE 2,263 6,913 9,869 13,123 45,286 77,454
Additions RE - 7,717 6,354 8,980 61,758 84,809
Disposals heE - (364) (429) (139) - (932)
Depreciation e (116) (5,348) (6,042) (10,718) (20,071) (42,295)
At 30 June 2009, net of 200956 A30A
accumulated depreciation Mk 2iENE 2,147 8,918 9,752 11,246 86,973 119,036
At 30 June 2009: #R2009F6A308
Cost kA 3,092 59,641 48,425 76,186 148 462 335,806
Accumulated depreciation ZRENE (945) (50,723) (38,673) (64,940) (61,489) (216,770)
Net carrying amount REFAE 2,147 8,918 9,752 11,246 86,973 119,036
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13 Fixed assets (continued)

13 EE&EEME)

Company NN
Computer
Leasehold  Leasehold Furniture, software and
land and improve- fixturesand ~ Computer system
buildings ments  equipment hardware development Total
HELH HE B EREAR
kgF NERE  EERZG EREH FRR At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiERn TiERn TiERn TiEn TiEn TiEn
31 December 2010 120105127318
At 1 July 2009: R2009E7A18 :
Cost A 1178 34,429 21,564 21 62 63,454
Accumulated depreciation 2REnE (272) (26,465) (19,679) (207) (62) (46,685)
Net carrying amount KEFE 906 7,964 7,885 14 - 16,769
At 1 July 2009, net of accumulated 7200967718
depreciation R2ENE 906 7,964 7,885 14 - 16,769
Additions AE - 4,007 3,545 31 - 7,583
Disposals ik - (329) (21) - - (350)
Depreciation i (44) (4,394) (4,405) (39) - (8,882)
At 31 December 2010, net of #2010%12A318
accumulated depreciation NR2ENE 862 7,248 7,004 6 - 15,120
At 31 December 2010: R2010F12A318 :
Cost KA 1178 37,625 31,014 238 62 70,117
Accumulated depreciation ZRENE (316) (30,377) (24,010) (232) (62) (54,997)
Net carrying amount RRFAE 862 7,248 7,004 6 - 15,120
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13 Fixed assets (continued) 13 BAEEEE)
Company (continued) AT (E)
Computer
Leasehold Leasehold Furniture, software and
land and improve- fixtures and Computer system
buildings ments equipment hardware  development Total
iR HE fRfih - AR
RigF nEkE  RERDGE EREH ZhER ait
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TAL TAL TAR TAL TAR
30 June 2009 12009%6A30A
At 1 January 2008: R2008F1A1A :
Cost S 1,178 29,837 25,140 219 62 56,436
Accumulated depreciation 2iEnE (228) (23,617) (17,127) (190) (62) (41,224)
Net carrying amount REFE 950 6,220 8,013 29 - 15,212
At 1 January 2008, net of 200851 A1A
accumulated depreciation N 2ENE 950 6,220 8,013 29 - 15,212
Additions NE - 6,757 4,280 2 - 11,039
Disposals heE = (323) = = - (323)
Transfer to a subsidiary ERZHB A - (237) (58) - - (295)
Depreciation & (44) (4,453) (4,350) (17) - (8,864)
At 30 June 2009, net of 72009564308
accumulated depreciation R2ENE 906 7,964 7,885 14 - 16,769
At 30 June 2009: #R2009E6A308
Cost A 1,178 34,429 27,564 221 62 63,454
Accumulated depreciation ZENE (272) (26,465) (19,679) (207) (62) (46,685)
Net carrying amount REFE 906 7,964 7,885 14 - 16,769
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13 Fixed assets (continued) 13 BAEEEE)
The Group's leasehold land and buildings included above are EXFEAERZHE L MEFURE
situated in Hong Kong and are held under the following lease S AR EFEEES
terms:
Group
rEH
31 December 30 June
2010 2009
20104 20094
12A31H 6A30H
HK$'000 HK$'000
FExT FET
At net carrying amount: HAREFE
Medium term leases hEATRE 2,031 2,147
14 Goodwill 14 BE
Group
rEH
31 December 30 June
2010 2009
20104F 20094
12A31H 6A30H
HK$'000 HK$'000
FExT FET
Goodwill [EES 9,854 9,854
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14 Goodwiill (continued) 14 EHE@E)
Impairment testing of goodwill EERERE
Goodwill acquired through business combinations have been AETRENR  SeEKSFREZHE
allocated to the following cash-generating units, which are BEHSRETYBAIE2FNH2REELE
reportable segments, for impairment testing: A :
e Financial planning and advisory services cash-generating unit; o HIEIANBARBIREEASSEN
and )54
e Asset and fund management services cash generating unit o BENHESEERSRSEAEN
The carrying amount of goodwill allocated to each of the cash- PEREESRECEAEM 2 HEZREEW
generating units is as follows: T
Financial Asset and
planning and fund
advisory management
services services Total
BHEERER EERES
B AR EE RS Mt
HK$’000 HK$'000 HK$'000
FHET FET FET
Carrying amount of goodwill e REE 854 9,000 9,854
(i) Financial planning and advisory services cash-generating (i) MBRERBZHARBRSEEEN
unit
The recoverable amount of the financial planning and R E ARG TSR
advisory services has been determined based on value in LEREEAEEFRASREERERN
use calculation using cash flow projections covering a five- HERERFHB RS RIBAE
year period approved by senior management. The discount EoRemEBMNMEACITEEXA
rate applied to the cash flow projections is 5% (30 June 5% (200996 A30H : 5%) ' MR
2009: 5%) and cash flows are using a growth rate of 15% 2 TIERA15% (200946 A30H :
(30 June 2009: 15%) which is determined based on past 15%) 2 ERE - WWIIRBEBERR
performance and management's expectations for the market MEREHMISERE 2 TEHMETTE

development.
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14 Goodwill (continued)

Impairment testing of goodwill (continued)

(ii) Asset and fund management services cash-generating
unit
The recoverable amount of the asset and fund management
services cash-generating unit has been determined based
on value in use calculation using cash flow projections
covering a five-year period approved by senior management.
The discount rate applied to the cash flow projections is
5% (30 June 2009: 5%) and cash flows are using a growth
rate of 10% (30 June 2009: 10%) (for investment fund
management) and 20% (30 June 2009: 20%) (for other
fund management) which are determined based on past
performance and management’s expectation for the market
development.

Key assumptions were used in the value in use calculation of
the financial planning and advisory services and asset and fund
management services cash-generating units as at 31 December
2010 and 30 June 2009. The following describes each key
assumption on which management has based its cash flow
projections to undertake impairment testing of goodwill:

Budgeted gross margins — The basis used to determine the value
assigned to the budgeted gross margins is the average gross
margins achieved in the period immediately before the budget
period, increased for expected efficiency improvements, and
expected market development.

Discount rates — The discount rates used are before tax and
reflect specific risks relating to the relevant units.
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15 Other intangible assets 15 HithBEEE

Group

AEH
31 December 30 June
2010 2009
201045 20094
12A31H 6H30H
HK$'000 HK$'000
FHET TFET
Cost, net of accumulated amortisation fXZS » 1R R FEEE Y 4,609 4,609
Addition NE 2,000 -
At the end of the period Rk EHIR 6,609 4,609
Cost (gross carrying amount) AN (BRTE 4818 ) 10,131 8,131
Accumulated amortisation SiEE (3,522) (3,5622)
Net carrying amount IREDFE 6,609 4,609

Upon the adoption of HKAS 38 ‘Intangible assets’ in 2005, the
Group'’s eligibility rights to trade on or through the Stock Exchange
of Hong Kong Limited and the Hong Kong Futures Exchange
Limited of net carrying amount of HK$4,609,000 (30 June 2009:
HK$4,609,000) are considered to have indefinite lives, which
are not amortised, as the trading rights have no expiry date. The
accumulated amortisation is brought forward from prior years
before the adoption of HKAS 38 (“intangible assets”).

The addition of HK$2,000,000 represents the Group's investment
in additional throttle rate for trading order to be transmitted to
the Automated Matching System of the Stock Exchange. This
intangible asset has no expiry date.

AMRE SR EBR - 7K 2005F KA
BT EREIRIELEE K - K
SBEREBBERSMBRARINLES
HEXSMETEE c EKEMNERRDF
18 /44,609,000 7T (200946 A30H
4,609,000/ 7T) - %&?ﬁ‘tﬁ%ﬁﬁﬁﬁﬁ 37
BETIREY - TERMNB AL ERIZEI8H
Uﬁ%éEDM’EE%%E%ME@ﬁ
FEHE -

#3812,000,00078 TTHIE KT AN S B 45
SMRMERRE - MEERR HIERERR
I BEBEREL - 2B EELEDH
EO
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Compensation fund paid to The
Shenzhen Stock Exchange Co., Ltd.
Settlement Risk Fund paid to
The Shanghai Securities Central
Clearing & Registration Corporation
Others

BT
16 Other assets 16 Hth&EE
Group
AEH
31 December 30 June
2010 2009
20104 2009%F
12A31H 6H30H
HK$'000 HK$'000
FET FET
At cost: LR ARE
Deposits with the Stock Exchange: RERFT 2 %S
Compensation fund BEED 600 300
Fidelity fund ERES 300 300
Dealers’ deposit with the Securities BEMNPEEHKEREZES
and Futures Commission R EEILE 350 350
Stamp duty deposit ENfERIZ & 500 500
Contributions to The Central FREERRIRES
Clearing and Settlement REESHK
System Guarantee Fund 300 350
Admission fee paid to Hong Kong NFEEDRRELEFR AT
Securities Clearing Company Limited ZAEE 300 300
Reserve fund with The SEHK Options ERMMAER SR EE R
Clearing House Limited BRARZ#HES 24,723 1,937
Deposit with HKFE Clearing REBHEEZEERAF]
Corporation Limited in contribution a2k e
to the reserve fund 14,952 1,500
Cost of membership for a seat at BREEIREEHEGERAK
The Chinese Gold and Silver
Exchange Society 486 486

HTFRINBEHERXZFABRAR

ZEEES 300 300
T EBFSPRELLS

RNRAIZRW R HREE

387 387
Hb 315 315
43,513 7,025

Haitong International Securities Group Limited ¢ Annual Report 2009/2010



Notes to Financial Statements

BA RS SRR AL

17

Investments in subsidiaries and amounts due from/
to subsidiaries

The investments in subsidiaries and the amounts due from/to
subsidiaries are as follows:

17 RBL B ZRER B FEA K
BRI ZFE

M B R R ZRE K e, FEAS I B A A
ZFEIENT

Company
NN

31 December 30 June
2010 2009
20104 20094
12A31H 6H30H
HK$'000 HK$'000
FER FET
Unlisted shares/investments, at cost  JE EMRH R E - IR ANE 105,377 105,377
Due from subsidiaries AL ENGIpE /e 3,176,448 1,784,687
Due to subsidiaries FEASTBT BB A B2 3KI8 (756,097) (804,009)
2,525,728 1,086,055

The balances with subsidiaries are unsecured, interest-free
and are repayable on demand. The carrying amounts of these
amounts due from/to subsidiaries approximate their fair values.

S B A R AR FR BT - B RE
JEERMEE - BUTEISHIB AR 2 F0R
ZIREEEAE N ERE -
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17 RBL B ZRER B FEA K
B ARz RE &)

17 Investments in subsidiaries and amounts due from/
to subsidiaries (continued)

The particulars of principal subsidiaries are as follows: TEWBARGFFWOT ¢

182

Place of
incorporation/
registration

Nominal value
of issued
share capital/
amount of

Percentage of
equity attributable
to the Company

Name and operations paid-up capital Direct  Indirect Principal activities

FMAL BRTREAZ ANFERZ

TR Z@E/ REBAL

ARER P BEhErER B % TERER
Epro Global Services Limited*# Hong Kong HK$5,000,000 - 60 Provision of call centre
SERNRBBR AR 5% 5,000,000/ 7T services
SRR AR
E-wealth Club Limited Hong Kong HK$1,000,000 - 100 Club association
BIEgARAA B 1,000,000/ ¢ SRR
Grand Fortune Company Limited ~ Cayman Islands HK$1 - 100 Investment
He#s AT RE
Hai Tong Asset Management Hong Kong HK$20,000,000 - 100 Provision of fund
(HK) Limited? BB 20,000,000 7T management services
BREAEER(BR)ERRAP RHUE 2 EERE
Hai Tong Capital (HK) Limited? Hong Kong HK$10,000,000 - 100 Provision of corporate
HEARE(BB)BRAFP &S 10,000,000/ 7T advisory services
R PR F AR
Haitong International Asset Hong Kong HK$13,000,000 - 100 Investment holding and
Management Limited EyES 13,000,000/ 7T asset management

(formerly known as Taifook

Asset Management Limited)
BN EEERERAR

(AIBAREEERBRAR)

RERRRAEER
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BA RS SRR AL

17 Investments in subsidiaries and amounts due from/

to subsidiaries (continued)

17 RMBRARZREREY FEANK

B ARz RE &)

Nominal value

Percentage of

Place of of issued  equity attributable
incorporation/ share capital/ to the Company
registration amount of
Name and operations paid-up capital Direct  Indirect Principal activities
ML gRiTRE2 NG} S
K ZHE/ REB D

ARER B EhgreR B & TEER

Haitong International Asset Hong Kong HK$6,000,000 - 100 Proprietary trading
Management Nominees Limited BB 6,000,000/ ¢ BE2EE
(formerly known as Taifook
Asset Management Nominees
Limited)

HREREETEREABRAR
(AIBAREEERAEA
BRAF)

Haitong International Bullion Hong Kong HK$7,000,000 - 100 Bullion contracts dealing
Limited BB 7,000,000 and trading
(formerly known ERBAENEER
as Taifook Bullion Limited) R5

BREREEERAR
(AIBAREZBRAA)

Haitong International (BVI) Limited British Virgin HK$11,576 100 - Investment holding
(formerly known as Taifook Islands 11,5767 TC BEER
(BVI) Limited) EBRZEHS

Haitong International (BVI)

Limited
(Ri1f8Taifook(BVI) Limited)

Haitong International Capital Hong Kong HK$20,000,000 - 100 Provision of corporate
Limited ) 20,000,000/ T advisory services
(formerly known as Taifook A FA AR

Capital Limited)
BREREAERAR
(FAIBARRMEERAR)
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BA RS SRR AL

17 Investments in subsidiaries and amounts due from/

to subsidiaries (continued)

17 RBL B ZRER B FEA K

B ARz RE &)

Nominal value

Percentage of

Place of of issued  equity attributable
incorporation/ share capital/ to the Company
registration amount of
Name and operations paid-up capital Direct  Indirect Principal activities
T gRTRE2 NG ) S
TR ZEE/ REB DL

ARER L EhgreR H# EiF: TEER

Haitong International Capital British Virgin US$1 - 100 Investment holding
Management Limited Islands ES BB
(formerly known as HERLES
Taifook Capital Management
Limited and Tai Fook Fund
Managers Limited)

Haitong International Capital
Management Limited
(F1#&Taifook Capital
Management Limited &

AEESEBEERAR)

Haitong International Consultants Hong Kong HK$5,000,000 - 60 Provision of financial
Limited ) 5,000,000/ 7T advisory services
(formerly known as Taifook RS RH RS
Lexton Consultants Limited)*

@ﬁﬂ%@ﬁﬁ@@ﬂ
(A AREERRERAR)

Haitong International E-wealth British Virgin US$1 - 100 Investment holding
Club Inc. Islands EF RAERR
(formerly known as BERLRS
Taifook E-wealth Club Inc.)

Haitong International E-wealth
Club Inc.

(Bt Taifook E-wealth Club Inc.)

Haitong International Finance Hong Kong HK$300,000,002 - 100 Investment holding, money
Company Limited BB (Non-voting lending and securities
(formerly known as Taifook deferred? trading
Finance Company Limited) HK$100,700,001) REER  BEEBR

iﬁﬁﬁﬂﬁﬁﬁﬁﬁﬂﬂ 300,000,002/ 7T BHEE
(AR BERAR) (R ERRTR

100,700,001/ 7T)
Haitong International Financial Macau MOP$500,000 - 59 Provision of support

services

REIRIR

Management Consultancy el JBH500,0007T
(Macau) Limited
(formerly known as Taifook
Lexton Wealth Management
Consultants (Macau) Limited)*
BB Al = I AT B ORPT)
BRAH
(A ARENELE R ER
(RF)BERAR)*
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17

Investments in subsidiaries and amounts due from/
to subsidiaries (continued)

17 RBL B ZRER B FEA K
B ARz RE &)

Nominal value

Percentage of

Place of of issued  equity attributable
incorporation/ share capital/ to the Company
registration amount of
Name and operations paid-up capital Direct  Indirect Principal activities
ML gRiTRE2 KRRESEZ
K ZEE/ REBDL

ARER Bems EhgreR H# EiF: TEER

Haitong International Futures Hong Kong HK$50,000,000 - 100 Futures and options
Limited BB 50,000,000 broking and trading
(formerly known as HMERRCEERREE
Taifook Futures Limited)

BEERREERAR
(AIBARAEERAR)

Haitong International Immigration Hong Kong HK$100,000 - 60 Provision of immigration
Consultants Limited BB 100,000/ 7T consultancy services
(formerly known as Taifook RS KA RS
Lexton Immigration
Consultants Limited)*#

BREEYRERERAA
(RITB K REATEY KRR
BRAR)* ¢

Haitong International Information British Virgin US$1 - 100 Investment holding
Systems Inc. Islands 1%7T BB
(formerly known as BERLRS
Taifook Information
Systems Inc.)

Haitong International Information
Systems Inc.

(RI7&Taifook Information
Systems Inc.)

Haitong International Information Hong Kong HK$11,000,000 - 100 Provision of information
Systems Limited BB 11,000,000 7T technology solutions
(formerly known as Taifook REEAREBATR
Information Systems Limited)

BEEREARZRARDA
(AIBAREMZGERLA)

Haitong International Information British Virgin US$1 - 100 Investment holding
Technology Inc. Islands 1% REER
(formerly known as Taifook EERTHS

Information Technology Inc.)
Haitong International Information

Technology Inc.

(A& Taifook Information

Technology Inc.)
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17

Investments in subsidiaries and amounts due from/
to subsidiaries (continued)

17 RBL B ZRER B FEA K
B ARz RE &)

Nominal value

Percentage of

Place of of issued  equity attributable
incorporation/ share capital/ to the Company
registration amount of
Name and operations paid-up capital Direct  Indirect Principal activities
TMEL gRiTREZ NG ) S
R ZEE/ REBDL

ARER LEhy EhgreR H# EiF: TEER

Haitong Investment British Virgin US$1 - 100 Investment holding
Management Inc. Islands EF RAEER
(formerly known as Taifook RERLE
Investment Management Inc.)

Haitong Investment
Management Inc.

(FiF8Taifook Investment
Management Inc.)

Haitong International Investment Hong Kong HK$47,000,000 - 100 Provision of asset and fund
Managers Limited BB 47,000,000/ T management services
(formerly known as Taifook REEERESEERE
Investment Managers Limited)

BREREELEERAF
(AIBABRELEERAR)

Haitong International Investment Hong Kong HK$42,500,000 - 100 Securities broking and
Services Limited B 42,500,000/ 7T dealing
(formerly known as Taifook BAREREE
Investment Services Limited)

BREEEERBERAA
(AIBABRERBERAR)

Haitong International Management Hong Kong HK$2 - 100 Provision of consultancy
Consultancy Limited B 257 services
(formerly known as Taifook RAE AR
Management Consultancy
Limited)

BRERCEERERBRAR
(AIBABEEERERERAA)

Haitong International Management Hong Kong HK$2 — 100 Provision of management
Services Company Limited B 257 services
(formerly known as Taifook REUEERRE

Management Services

Company Limited)
ARERERERSERAA

(AIBABEERBERAR)
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17 Investments in subsidiaries and amounts due from/

to subsidiaries (continued)

17 RBL B ZRER B FEA K

B ARz RE &)

Place of

incorporation/

registration

Nominal value
of issued
share capital/
amount of

Percentage of
equity attributable
to the Company

Name and operations paid-up capital Direct  Indirect Principal activities
TR gRiTRE2 KRRESEZ
K ZEE/ REBDL

ARER L EhgreR H# EiF: TEER

Haitong International Net Inc. British Virgin US$1 - 100 Investment holding
(formerly known as Taifook Islands 1£7T REER
Net Inc.) BREXEE

Haitong International Net Inc.

(ATf8Taifook Net Inc.)

Haitong International Net Limited Hong Kong HK$1,000,000 - 100 Inactive
(formerly known as Taifook BB 1,000,000/ 7T TmaX
Net Limited)

BRERARAERAA
(AIBABRERAR)

Haitong International Nominees Hong Kong HK$50,000,000 - 100 Securities trading
Company Limited &% 50,000,000/7T BHEE
(formerly known as Taifook
Nominees Company Limited)

BRERREABRRA
(FAIBARREABRAR)

Haitong International On-line Inc. British Virgin US$1 - 100 Investment holding
(formerly known as Taifook Islands EF RAERR
On-line Inc.) RERLEE

Haitong International On-line Inc.

(RI7&Taifook On-line Inc.)

Haitong International On-line Hong Kong HK$6,000,000 - 100 Provision of electronic
Services Limited BB 6,000,000 7T financial services
(formerly known as Taifook RIEEF LRSS
On-line Services Limited)

BREREFELREER AT
(AIBAREFHLRBERAA)

Haitong International Reserarch Hong Kong HK$1,000,000 - 100 Provision of research
Limited BB 1,000,000/ 7T services
(formerly known as Taifook R IRSE

Research Limited)
BRERENMERRAF
(AIBARERMEERAR)
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17

Investments in subsidiaries and amounts due from/
to subsidiaries (continued)

17 RBL B ZRER B FEA K
B ARz RE &)

Nominal value

Percentage of

Place of of issued  equity attributable
incorporation/ share capital/ to the Company
registration amount of
Name and operations paid-up capital Direct  Indirect Principal activities
H3 A gRiTREZ NG ) S
R ZEE/ REBDL

ARER L EhgreR H# EiF: TEER

Haitong International Securities Hong Kong HK$600,000,000 - 100 Securities broking and
Company Limited A% 600,000,000/ 7T dealing and leveraged
(formerly known as Taifook foreign exchange trading
Securities Company Limited) BHREEREBENR

BEEREFERAR BENEEE
(AIBAREFBRAA)

Haitong International Securities Hong Kong HK$2 - 100 Provision of nominee and
Nominees Limited BB 287 custodian services
(formerly known as Taifook REREARRERS
Securities Nominees Limited)

BRERESRIBATRAR
(AIBABEFREABRAR)

Haitong International Wealth Hong Kong HK$3,500,000 - 100 Provision of financial
Management Group Limited BB 3,500,000/ 7T planning services
(formerly known as Taifook TRAtAT 5% 2 PR
Wealth Management Group
Limited)

BRERAEEM EEERAR
(AIBARAIEENEEERAR)

Haitong International Wealth Hong Kong HK$1,240,000 - 60 Provision of financial
Management Limited ) 1,240,000/ T planning services and
(formerly known as Taifook financial and insurance
Lexton Wealth Management products brokerage
Limited)* REMBERERBEAR SR

BB AR ER AR AR B S A2 PR
(AT ATBE AT iE el 23851
BRAR)

Haitong PE Investment Cayman Islands US$10 - 100 Investment management
Management Ltd. RAEHE (ESH REER

(formerly known as Haitong
Drilex Investment
Management Ltd.)

Haitong PE Investment
Management Ltd.

(A1f&Haitong Drilex Investment

Management Ltd.)
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17 RBL B ZRER B FEA K

17 Investments in subsidiaries and amounts due from/

to subsidiaries (continued)

B ARz RE &)

Nominal value

Percentage of

Place of of issued  equity attributable
incorporation/ share capital/ to the Company
registration amount of
Name and operations paid-up capital Direct  Indirect Principal activities
ML gRiTRE2 KRRESEZ
K ZEE/ REBDL
ARER Bems EhgreR H# EiF: TEER
IB Capital Management Limited ~ Cayman Islands US$50,000 - 100 Investment
HEHE 50,000%7T RE
iT Technology Company Limited Hong Kong HK$2 - 100 Investment holding
BREARMRERAA 0 28T REER
iT Technology Holdings Inc. British Virgin US$1 - 100 Investment holding
Islands (E RERR
HERTHS
iT Technology (Shenzhen) People’s HK$10,000,000 - 100 Provision of software
Company Limited! Republic of 1,000,000/ T development services
EXREARE RN BR A China (“PRC") R R RS
hEARLAE
(THE )
Ocean Pilot Investments Limited British Virgin US$1 - 100 Investment holding
Islands E REER
EBRUES
Prosper Ideal Limited Hong Kong HK$2 - 100 Investment holding
BERARRDA £ 28T REER
Taifook Investment Consultancy PRC HK$2,000,000 - 100 Provision of investment
(Guangzhou) Company Limited! e 2,000,000 7T consultancy services
ARREHABRR (BN ARAR RARE B AR RS
Taifook Investment Consultancy PRC US$700,000 - 100 Provision of investment
(Shanghai) Company Limited! a2 700,000 7T consultancy services

ARRERAER(LEB)BRAT

R B AR RS
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17

Investments in subsidiaries and amounts due from/
to subsidiaries (continued)

iT Technology (Shenzhen) Company Limited, Taifook Investment
Consultancy (Guangzhou) Company Limited and Taifook Investment
Consultancy (Shanghai) Company Limited are registered as wholly-
foreign-owned enterprises under the People’s Republic of China law.

The non-voting deferred shares carry no rights to dividends,
attend or vote at general meetings and receive any surplus in a
return of capital, winding-up or otherwise in respect of the first
HK$100,000,000,000,000 thereof.

During the current 18-month period, the Group acquired the entire
100% equity interest in two subsidiaries, namely Hai Tong (HK)
Asset Management Limited and Hai Tong Capital (HK) Limited from
Haitong International Holdings Limited (formerly known as Hai Tong
(HK) Financial Holdings Limited), the immediate holding company of
the Company. Further details of this acquisition are included in note
32 to the financial statements.

Incorporated during the current 18-month period.
Subsidiaries not audited by PricewaterhouseCoopers. The aggregate

net assets of subsidiaries not audited by PricewaterhouseCoopers
approximates 1% (30 June 2009: 1%) of the Group’s net assets.

Haitong International Securities Group Limited ¢ Annual Report 2009/2010

17 RBL B ZRER B FEA K
B ARz RE &)

BREAMMBZCRINERAR - KA
AHER(EMN BRARRARIKERN
BE(LE)ERAFGREREARM
BIEREM AN EEEDE -

BN EEECRI WS ZERE
BERRASIRG LIREZEF
MERKBREESLEMBER T ZE
100,000,000,000,000 JT 2 1T 7] & 7 $7
BRRRIA

MI8EAEME - AEBEERARRZE
EERA RS BEEERER A (A1
[EE(EE) e RERER QR ) KEM
MBAR(BEREEER(FE)AR
AEANRBERE (BE)ARAT)NZE
AL - BRALIEES R E —HFE
BN RS2 -

1 81E A EIRFE M AL -

WIEAR R R F K E S R B IS AR MM
BAR) - WIRE R KESFRI SIS
EZNHBAREEFEREAERMZE
EFEX1%(2009F6 A30H : 1%) ©
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B R R R EE
18 Interests in an associate 18 REE AR ZER
Group
rEH
31 December 30 June
2010 2009
20104 20094F
12A31H 6H30H
HK$'000 HK$'000
FET FiET
Share of net assets EILHEE = 9,119
During the period, the Group disposed of the entire 49% equity BN - A& E AR € B 15,680,000 7%
interest in CMTF Asset Management Limited to the other THEERBYAREEEREER RGN
51% equity holder for cash consideration of HK$15,680,000. A9% R A T EH D1 %R ZIFH A ©
The transaction has resulted in a gain of HK$4,843,000 in the T 2 5 EHU 354,843,000 70 » 4R
consolidated income statement, calculated as follows: EWEERNFTENT ¢
HK$'000
FAET
Proceeds of disposal & P15 508 15,680
Less: carrying value as of the date of disposal B RHE B EREE (10,837)
Gain recognised BRIk 4,843
The share of profit of an associate of HK$1,718,000 in the AW ERFOENR —BEBE AR 25T
consolidated income statement represents the Group's share of 1,718,000/ T A A & B AT{G B 200947 H
profit from 1 July 2009 to the date of disposal. 1HEHERHERE & -

SEEREEFEEAERAR ¢ ik 2009/2010
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B R R R EE
19 Available-for-sale investments 19 AHHERE
Group
AEE
31 December 30 June
2010 2009
20104 20094F
12A31H 6H30H
HK$'000 HK$'000
FExT TFET
At fair value (market value): BAFE(TE)
Listed equity investments B2 FiRERE
in Hong Kong 19,393 20,075
Unlisted equity investment HR B KB 2 FE £
in Mainland China (Note) PRAIRE (P EE) 12,625 13,000
32,018 33,075
An analysis of the issuers of the Al HEREBRITHEIEZ
available-for-sale investments is as DT -
follows:
Equity investments : REARIE -
Corporate NG 32,018 33,075
Note: The balance represents the promoter foreign shares of Changmao Wi - ZEBREPEREMCETRERNDAR
Biochemical Engineering Company Limited (“Changmao”), a AR([HE ) (—MRERATal#EiR EH
company listed on the Growth Enterprise Market Board of the BN A 2 ERAINERR o L8 TEER
Stock Exchange. Subject to certain restrictions on transfer and upon BZRFIMATIRT @ ERSREREE
obtaining the requisite approvals from, among other bodies, the FEBERZE S RBTMTEANSKE
China Securities Regulatory Commission and the Stock Exchange, KN EER - BB AINER D IR
the promoter foreign shares may be convertible into listed H shares X ETTHAR - SR S 2 R R B R
and shall thereafter carry the same rights and obligations of those EHBRARR o HAFETIA ETHERZ
listed H shares. Its fair value is based on the quoted market prices TIBMEBAE -

of the listed H shares.
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19 Available-for-sale investments (continued)

The movement in available-for-sale investments is summarised as

follow:

19 AIHHERE®)

A EREESMMNT -

Group
AEH
31 December 30 June
2010 2009
20104 2009%F
12A31H 6H30H
HK$'000 HK$'000
FER FAT
At the beginning of the period RERY) 33,075 196,160
Disposal HE (6,788) =
Classified as assets/liabilities held BESEEE, BE
for sale - (104,501)
Fair value changes transferred to the  EREIREEHHFEZ
investment revaluation reserve NSEE=E) 5,731 (52,662)
Impairment loss on available-for-sale  RiRAWERNGZ A HBERE
investments charged to consolidated (AR
income statement - (5,922)
At the end of the period PR ERAR 32,018 33,075

SEEREEFEEAERAR ¢ ik 2009/2010
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20 Advances to customers

20 BFEFZBRK

31 December 30 June

2010 2009

20104 20094

12A31H 6H30H

HK$'000 HK$'000

FET FHIT

Loans to margin clients FREFPZER 4,382,700 1,734,335
Less: Impairment allowance T ORUE B (7,111) (7,667)
4,375,589 1,726,668

(@ The movements in impairment allowance of advances to
customers, all assessed individually, are as follows:

(a)

EESERHE LR T EP 2 BR
AERBEBOT

For the For the

18 months 18 months

ended ended

31 December 30 June

2010 2009

BZE #HE

20104 20094F

12A31H 6H30H

L1818 A 11818 A

HK$'000 HK$'000

THEx FHET

At the beginning of the period REfAT) 7,667 11,829
Write-off of fully impaired advances to  #fi$§ 2 BUREZ

customers BRI (556) (185)

Reversal of impairment losses B OREEE - (4,120)

Impairment losses recognised EERBIESE = 143

At the end of the period FAHRAR 7.111 7,667

Haitong International Securities Group Limited ¢ Annual Report 2009/2010
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20 Advances to customers (continued)

(a)

(continued)

The credit facility limits granted to margin clients are
determined by the discounted market value of the collateral
securities accepted by the Group.

The maijority of the loans to margin clients are secured by the
underlying pledged securities and are interest bearing. The
Group maintains a list of approved stocks for margin lending
at a specified loan to collateral ratio. Any excess in the
lending ratio will trigger a margin call which the customers
have to make good the shortfall.

As at 31 December 2010, advances to customers of
HK$4,376 million (30 June 2009: HK$1,727 million) was
secured by securities pledged by the customers to the Group
as collateral with undiscounted market value of HK$20,989
million (30 June 2009: HK$10,759 million).

Advances to customers of HK$7,111,000 (30 June 2009:
HK$7,667,000) was fully provided for impairment loss.

The credit risk profiles of the advances to customers are as
follows:

20 BFEFZBR(E)

(a)

(#8)

BTYHREFPZBERE  JIREAR
SEZM2BEAmrEMENE

o

KRB THREP <ERHERE
HIRESEER AR - AEER
—IRARMIBE - IR EERE
ML R THRER © HBBER
bex - RIS IR S B 8URA - M
FRBMZER

2010512 8318 - 4,376,000,000
770(200946 A30H :1,727,000,000
BIL) ZHBTEF 2B RT)##
EFRMAEERBIESRESR
BEHRmmER  RFTETEAR
20,989,000,000 7% 7t (2009 F 6 A
30H : 10,759,000,000/87T) °

BT EP 257,111,000 7% 7T
(200946 A308 : 7,667,000/ 7T )
BREEHREBERE -

BTEFPZRRZEERRBAES WM
™

31 December 30 June

2010 2009

20104 2009%F

12A31H 6H30H

HK$'000 HK$'000

FET FHET

Neither past due nor impaired A £ 360 HA SR (B 4,049,732 1,604,015
Past due but not impaired B 8 Bj B #R(E 325,857 122,653
Impaired ERE 7,111 7,667
4,382,700 1,734,335

Advances to customers classified under past due but not
impaired represent those receivables from customers who
have outstanding unfilled margin call position.

DREREBHREEBENTS ZBN
e M (R R B B IR S FORRT R
ZEPFA -
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20 Advances to customers (continued)
(b)  (continued)

The ageing analyses of the overdue advances to customers
are as follows:

20 BFEFZBR(E)

(b)

(#8)

LTEPZzBBER KRS TN
™

31 December 30 June

2010 2009

20104 2009%F

12A31H 6H30H

HK$'000 HK$'000

THERT T

Overdue within 1 month 11E B 738 HA 96,521 88,236
Between 2 to 3 months 223 A 160,430 4,927
Over 3 months @3 1E A 68,906 29,490
325,857 122,653

Maijority of the overdue advances to customers are secured
by listed securities held by the Group as collateral with
undiscounted market value of HK$2,870 million (30 June
2009: HK$1,434 million).
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21 Accounts receivable 21 EUWERR
31 December 30 June
2010 2009
20104 20094
12A31H 6HA30H
HK$'000 HK$'000
FHExT FHIT

Accounts receivable from: AT &EES ZEUIRTR

— Clients = 51,757 47,534
- Brokers, dealers and clearing house  —&42 - X 5 REZR 872,513 1,043,292
— Subscription of new shares in IPO — R’ LT 23k HD - 1,646,881
— Others —EHfh 42,676 8,262
966,946 2,745,969

SEEEEFEEAERAR ¢ ik 2009/2010
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B R R R EE
21 Accounts receivable (continued) 21 BEWER (&)
There is no impaired accounts receivable as of the balance REFEER » WEDMEZ EUYER
sheet dates. The ageing analysis of the accounts receivable is as oo EUWER R Z BRI D ATIO T -
follows:
31 December 30 June
2010 2009
20104 2009%F
12A31H 6H30H
HK$'000 HK$'000
FET FHET
Current or overdue within 3 months B EA SR 31E A 380 HA 960,671 2,743,072
Between 4 and 6 months 4Z6{E A 2,791 2,099
Between 7 and 12 months 721218 A 1,426 151
Over 1 year HBidF 2,058 647
966,946 2,745,969
Trading limits are set for customers. The Group seeks to maintain BEPHERBRHBEE - REEERE
tight control over its outstanding accounts receivable in order to BIEWAR IR Bt b - DA
minimise credit risk. Overdue balances are regularly monitored by FERBRERE - BEEESTEH®R
management. SR EAFRIA ©
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22 Prepayments, deposits and other receivables 22 ERRE - RERHMGEKRERE
Group Company
PN | N
31 December 30 June 31 December 30 June
2010 2009 2010 2009
20104 2009 20104 2009F
12A31H 6H30H 12A31H 6H30H
HK$'000 HK$'000 HK$'000 HK$'000
THEx T TR THL
Prepayments, deposits and other BEHE  BE Rk
receivables Hih e U BRI 133,600 40,510 5,994 2,985
133,600 40,510 5,994 2,985
None of the above balance is considered impaired. Ll R B ADRE ©

23 Financial investments at fair value through profit or 23 BRAFEFABEZHBRE

loss
Group
KEH
31 December 30 June
2010 2009
20104 20094
12A31H 6 H30H
HK$'000 HK$'000
FTHxT FHET
Held for trading: BHIEEE
Listed equity investments, at fair value: FRHEIRE @ IRATE :
- in Hong Kong —RNEE 89,185 20,176
Unlisted investment funds, at fair value: JE FTIREES @ IHAFE
- in overseas (including Mainland — g (BFEFR M)
China) 3,066 2,452
92,251 22,628

SEEEEFEEAERAR ¢ ik 2009/2010
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23 Financial investments at fair value through profit or

loss (continued)

An analysis of issuers of financial investments at fair value
through profit or loss is as follows:

23 BAFEFABEZHBKRE#®)

BRATFEFABRIMBREZETAD
Mran

Group

rEH
31 December 30 June
2010 2009
20104 20094
12A31H 6H30H
HK$'000 HK$'000
FER FET

Equity securities: N

Bank and other financial institutions RIT R H Ah & B E 3,912 =
Corporate entities NEIER 88,339 22,628
92,251 22,628

24 Cash held on behalf of customers

The Group maintains segregated trust accounts with authorized
institutions to hold clients’ monies arising from its normal course
of business. The Group has classified the clients’ monies as cash
held on behalf of customers under the current assets section of
the consolidated balance sheet and recognised the corresponding
accounts payable (note 25) to respective clients on the grounds
that it is liable for any loss or misappropriation of clients’ monies.
The cash held on behalf of customers is restricted and governed
by the Securities and Futures (Client Money) Rules under the
Securities and Futures Ordinance.

Haitong International Securities Group Limited ¢ Annual Report 2009/2010
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25 Accounts payable 25 BENERN

31 December 30 June
2010 2009
2010 20094
12A31H 6H30H
HK$'000 HK$'000
FET FHET
Accounts payable to: AR S TEESE 2 B ERR
- Clients -%P 6,045,387 4,647,021
— Brokers, dealers and clearing house  — &4 - XS REEFT 6,307 43,834
- Others —H A 799 3,214
6,052,493 4,694,069
The majority of the accounts payable balances is repayable KNI ENBEREHBREKEE

on demand except where certain accounts payable to clients
represent margin deposits received from clients for their trading
activities under normal course of business. Only the excess
amounts over the required margin deposits stipulated are
repayable on demand.

The Group has a practice to satisfy all the requests for payments
immediately within the credit period. There is no overdue
accounts payable balance as of the balance sheet dates.

Except for the accounts payable to clients which bear interest at
0.001% as at 31 December 2010 (30 June 2009: 0.001%), all the
accounts payable are non-interest bearing.

Accounts payable to clients also include those payables placed in
trust accounts with authorised institutions of HK$5,158,603,000
(30 June 2009: HK$3,661,886,000), Hong Kong Futures Exchange
Clearing Corporation Limited, Stock Exchange Options Clearing
House and other futures dealers totaling HK$592,514,000
(30 June 2009: HK$355,659,000).

ETRNTEPZERFGRIN - ZERRT)
REPRERXIERTETERREM
WREPZAIREZE - RAEBHREAR
BeZ @R AREREERS -

AEBERAREEERNERAAE R
Bk o REHER - WS RN RRA

M2010F12A831H ' BENTFTEPLZEE
F4%0.001% (200946 A30H : 0.001%)
HEAN  FTAREMNERRL TETE o

ERTEP ZERFMEBIET B R #
& & 815,158,603,000 % 7T (2009 F 6 A
30H : 3,661,886,000/8 T ) 2 FE 5IE
IRTFHRREAHERSEEBRAR
B PR S BT R A A R HiE(ERE
IRP 2 I8 - & $£//8592,514,0007%
7t(2009%F6 A30H :355,659,000/87T) °
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26 Other payables and accruals 26 HtFETIRA K ESTRIE
Group Company

PN | NG|

31 December 30 June 31 December 30 June

2010 2009 2010 2009

20105 2009F 20105 20094

12A31H 6H30H 12A31H 6H30H

HK$'000 HK$'000 HK$'000 HK$'000

TER TET TER TET

Other payables and accruals Hibh R ER KB ZUR 136,792 52,933 39,681 12,246

o

ol

Other payables are non-interest bearing and are repayable within ~ HALEMEEF AT B RERMFRIE

one year.
27 Loans and other borrowings 27 BEXRREMEBE
Group Company
b NG
31 December 30 June 31 December 30 June
2010 2009 2010 2009
20105 20094 2010 20094
12A31H 6H30H 12A31H 6H30H
HK$'000 HK$'000 HK$'000 HK$'000
FTERT FER TERT FTAL
Current Liabilities I E=R
Secured borrowing: BEBEE
Bank overdrafts (note (a), (b)) FITE Y (HI5E (@), (b)) 13,892 31,737 - -
Bank loans (note (b),(c)) RITEF (M (D), () 1,421,000 235,000 - -
Unsecured borrowing: EHRES:
Bank loans (note (c)) FITEH(HEE() 799,375 1,817,500 749,375 47,500
Other loans (note (c), (d)) Hev &R (PrEE(c), () 740,000 100,000 640,000 =
2,974,267 2,184,237 1,389,375 47,500
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27 Loans and other borrowings (continued)

(a)

(b)

The secured bank overdrafts are repayable on demand.

Bank overdrafts and bank loans of HK$1,435 million (30 June
2009: HK$267 million) are secured by the listed shares held
by the Group as security for advances to customers (with
the customers’ consent) of HK$3,252 million (30 June 2009:
HK$578 million).

Bank loans and other loans are repayable on demand or
within 1 year.

The HK$100 million brought forward from prior period was
an unsecured other loan obtained from an independent
third party, charged at 4% per annum. Interest expense
of HK$7,896,574 (18 months ended 30 June 2009:
HK$3,579,589) was paid in the current 18-month period.

During the period, the Group newly obtained another HK$640
million unsecured other loan from Haitong International
Holdings Limited (formerly known as Hai Tong (HK) Financial
Holdings Limited), the immediate holding company of the
Company charged at 1.10% to 1.28% per annum. Interest
expense of HK$988,000 was paid.

All the Group's bank borrowings bear interest at Hong Kong
Interbank Offered Rate ("HIBOR") plus 0.55% to 1% per
annum (30 June 2009: HIBOR plus 0.675% to 0.90% per
annum or at a fixed rate from 0.90% to 1.15% per annum).

27 E¥F

AR Bt EE E)
FHEMIRITEAREREE

iR17# S IR 1T E 301,435,000,000
77T (200946 A308 : 267,000,000
BIL) IAAREBERG TERP 22
F(EEFRET)3,252,000,000%
7£(200946 308 : 578,000,000/8
)2 B EmM A 2 EmRMER
# o

B

AR EREREN

5

RITERREME
PIFRER -

B B 5 4 ¥ 2 100,000,000 % 7T &
*E— %ﬁ*”’*ﬁzﬂﬁﬂﬁﬂﬁﬁﬂ
B A% ZFRERFE - B
18EAEM EEEZFERZA
7,896,574 7L (# £2009F6 H30H
LE18fE A : 3,679,689/ 7T) °

BN - NEBSINIEBSEARG CE
BEERAREGRERERERAA
(AIESBRESSAIERERAT])
%%1 7 K 38 E M B 30640,000,000

CIR1.10% 2 1.28% 2 FF K5t
° EE%Z%U%%S‘ZEQS&OOO%

o

El iﬂni \

AEBMERTBEEHREER
TRIZFREMFFZE055% E1%
(20096 A30H : HERITREN
BEINFFIZE0.675% Z0.90% s 3%
FEFE00%ET.15% )58 °
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28 Deferred tax assets/liabilities

Deferred tax assets and liabilities are offset when there is a legally
enforceable right to offset current tax assets against current
tax liabilities and when the deferred income taxes relate to the
same fiscal authority. The following amounts, determined after
appropriate offsetting, are shown in the consolidated balance
sheet.

28 EEBBEEE A&

B RERRN A A BN IR TR A A L AN HAR
HAEERE - MELEMEHYME—K
e - IR MR R EER A EEHEE
i o AR ABEEEBEER - THSBELRE
BERBERAIIK

Group
rEE
31 December 30 June
2010 2009
20104 2009%F
12A31H 6H30H
HK$’000 HK$'000
FER FAT
Deferred tax assets to be settled #SfEZ 1218 R EN 2
after more than 12 months FEEF A E B 2,343 10,598
Deferred tax liabilities to be BEZM12EREERZ
settled after more than FEERIEEE
12 months (19,832) (14,207)
(17,489) (3,609)

The Company does not have any significant deferred tax assets
and liabilities as at 31 December 2010 and 30 June 2009.

Haitong International Securities Group Limited ¢ Annual Report 2009/2010
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B R R R EE
28 Deferred tax assets/liabilities (continued) 28 EEHEEE &BfF@)
The movements in deferred tax assets and liabilities of the Group NEBRELEMRBEERGEREANZE
during the period, without taking into consideration the offsetting (WEANMIKER —BRaEEERN 2 4
of balances within the same tax jurisdiction, are as follows: SREDIAT :
Deferred tax assets — Group EIERIEESE — NEE
Accelerated
depreciation
allowances Tax losses Total
IR T E A HIEEE &5t
HK$'000 HK$'000 HK$'000
FHET FHIT FHIT
At 1 January 2008 R2008%F181H 1,666 = 1,666
Deferred tax credited to the ARG E WS RLER
consolidated income statement 7 iEIEFIE
during the period (note 9) (BFE9) 2,799 7,657 10,456
At 30 June 2009 and 1 July 2009 7200946 A30H &
200947 A 1H 4,465 7,657 12,122
Deferred tax charged to the BN A Wz R A
consolidated income statement  F1 2 dEIEFL 18
during the period (note 9) (FfF3E9) (3,580) (5,073) (8,653)
At 31 December 2010 201012 A831H 885 2,584 3,469
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28 Deferred tax assets/liabilities (continued)

Deferred tax liabilities — Group

28 EEBBEEE BE@)

EEREEE - REH

Accelerated
depreciation
allowances

ETERE

HK$'000

FHT

At 1 January 2008 R2008%F1A1H 6,006
Deferred tax charged to the consolidated income  HiRR 4G & WERATIKB 2

statement during the period (note 9) EERIA (FIFE9) 9,725

At 30 June 2009 and 1 July 2009 7200946 A30H K%2009F7H1H 15,731

Acquisition of subsidiaries (note 32) W BT B8 A &) (P 5E32) 420

Deferred tax charged to the consolidated income  EARNR4r & WS RCER 2
statement during the period (note 9) RAIERIE (BT EE9) 5,227
At 31 December 2010 7K2010%F12H31H 21,378

Unrecognised deferred tax assets

Deferred tax assets are recognised for tax loss carry-forward
to the extent that the realisation of the related tax benefit
through the future taxable profits is probable. The Group did not
recognise deferred tax assets of approximately HK$23 million
(30 June 2009: HK$29 million) in respect of losses amounting to
approximately HK$141 million (30 June 2009: HK$177 million)
that can be carried forward against future taxable income. These
tax losses have no expiry date.
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29 Share capital 29 R
31 December 30 June
2010 2009
20104 20094
12A31H 6H30H
HK$'000 HK$'000
FHExT FHIT
Authorised: AR

2,000,000,000 (30 June 2009: 2,000,000,0000% (200946 H30H :

2,000,000,000) ordinary shares 2,000,000,000% )& EE0.107%8 7T

of HK$0.10 each 2 E B 200,000 200,000
Issued and fully paid: BEITRERIA
715,032,706 (30 June 2009: 715,032,706/% (200946 A30H :

706,448,228) ordinary shares  706,448,2280%) &R E{E0.107 7T

of HK$0.10 each 2 LB 71,503 70,645

The movements in issued share capital were as follows: BEITRAEBH T ¢
Number of
shares
in issue Share capital
ERITROEE BRITRA
HK$'000
FHET
As at 1 January 2008 20081 81H 653,949,699 65,395
New shares issued due to AT BRI 31T

exercise of share options K3 A% (M9 (a))

(note (a)) 1,901,830 190
Scrip dividends issues (note (b)) 2 ETARRMK S MRS (FizE (b)) 64,564,699 6,457
Share buyback (note (c)) R& 5 B E (M E(c)) (13,968,000) (1,397)
As at 30 June 2009 7200946 A30H 706,448,228 70,645
As at 1 July 2009 720097 B 1H 706,448,228 70,645
New shares issued due to AT AR T 31T

exercise of share options B FT A% (M 5E(a))

(note (a)) 1,740,225 174
Scrip dividends issued (note (b)) 2217 BB (FIFE(b)) 6,844,253 684
As at 31 December 2010 7201012 H31H 715,032,706 71,503
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29 Share capital (continued)

(a)

During the 18 months ended 31 December 2010, 1,740,225
(18 months ended 30 June 2009: 1,901,830) share options
were exercised at subscription prices from HK$5.874 per
share to HK$5.879 per share (18 months ended 30 June
2009: HK$0.907 per share to HK$1.20 per share), resulting
in the issue of 1,740,225 (18 months ended 30 June 2009:
1,901,830) new ordinary shares of HK$0.1 each for a total
consideration of HK$10,223,000 (18 months ended 30 June
2009: HK$1,877,000).

At the annual general meeting held on 29 May 2008, the
shareholders of the Company have approved a final dividend
of HK25 cents per share in scrip form with a cash option.
40,572,800 shares were issued on 17 July 2008 in scrip
form.

At a meeting of the Board of Directors held on 11 September
2008, the directors resolved to declare a first interim
dividend of HK5 cents per share in scrip form with a cash
option. 23,991,899 shares were issued on 28 November
2008 in scrip form.

At the annual general meeting held on 1 December 2009, the
shareholders of the Company have approved a final dividend
of HK8 cents per share in cash with a scrip option. 1,246,860
shares were issued on 15 January 2010 in scrip form.

At a meeting of the Board of Directors held on 19 August
2010, the directors resolved to declare a second interim
dividend of HK6 cents per share in scrip form with a cash
option. 5,597,393 shares were issued on 10 November 2010
in scrip form.

During the 18 months ended 30 June 2009, the Company
bought back 13,968,000 shares from the market at an
average price from HK$0.905 to HK$0.937 per share.
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29 BA&(#)

(a)

HZ2010F12A31 B 1L18@A -
1,740,225 (& £200946 A30H 118
8 A : 1,901,830 1 ) BB % &K
5.8747% L &= 8 %5.8797 7T (B Z=20094F
6HA30BIE18EAR : BAR0.907BLES
f21.20870) 2 RIEEETE - HEIA
481X {8 10,223,000 7 7T ( #; = 2009 £ 6
A308 1L181@ B : 1,877,000/ 7T ) 31T
1,740,2250% (220096 A30 A 118/
A :1,901,8300%) @R EEO. 1 BT Z
Ak o

M2008F 5 A29B8 8T 2 RRBFFAE
£ RAE R FE AR B 75 2 (B
WERERE)RERBRESGR25E( -
720087 H178 » 40,572,800 A0 %&
ARG B BT o

MR2008F9ANNBRIT 2 EFEQH L -
EERBHEUBAB AR (MBS RE
) BIRE —XPHREGIREEN - B
2008411 A28H * 23,991,899 % i% {5 &
ARG B BT o

M2009F 12 A1 BERITZBRFREFAE
o A B RR B BEE R HA R B AR 8
il - AR & DR - MERR R AT R 2 IR DARR
REFTAMERE © 7201051 A 158 -
1,246,860/% A 15 AR BT T EEAT -

MR2010F8A1I9BRITZESSEH
B BERBEUBRRE SN (R SR
Bi#) 5 IRE IR AR S FAREE AL
5,597,393 % I& 170 #5 LA R X 2. 75 2742010
F11A108 51T -

B ZE2009F6 A30H 1E181E A » AR AR
9 (BI%FH%0.9058 7L 20,9378 LT
5 B 0113,968,000 ¢ ML1D ©
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30 EERERE

30 Share option scheme

On 23 August 2002, the shareholders of the Company approved
the adoption of a share option scheme (the “2002 Share Option
Scheme”).

A summary of the principal terms of the 2002 Share Option
Scheme, as disclosed in accordance with the Listing Rules, is set
out as follows:

The 2002 Share Option Scheme was adopted for the purpose of
attracting, retaining and motivating talented employees to strive
towards long term performance targets set by the Company and
its subsidiaries and at the same time allowing the participants to
enjoy the results of the Company attained through their effort
and contribution. Under the 2002 Share Option Scheme, options
may be granted to any full time employees, executive and non-
executive directors of the Company or any of its subsidiaries or
associates.

The maximum number of shares which may be issued upon
exercise of all options to be granted under the 2002 Share Option
Scheme and any other share option schemes of the Company
shall not in aggregate exceed 10% of the total number of shares
in issue as at the date of adoption of the 2002 Share Option
Scheme (the “Scheme Mandate Limit”) but the Company may
seek approval of its shareholders at general meetings to refresh
the Scheme Mandate Limit, save that the maximum number of
shares in respect of which options may be granted by directors
of the Company under the 2002 Share Option Scheme and any
other share option schemes of the Company shall not exceed
10% of the issued share capital of the Company as at the date of
approval by the shareholders of the Company at general meetings
where such limit is refreshed. Options previously granted under
the 2002 Share Option Scheme and any other share option
schemes of the Company (including those outstanding, cancelled,
lapsed or exercised options) will not be counted for the purpose
of calculating such 10% limit as refreshed. Notwithstanding the
aforesaid in this paragraph, the maximum number of shares
which may be issued upon exercise of all outstanding options
granted and yet to be exercised under the 2002 Share Option
Scheme and any other share option schemes of the Company
shall not exceed 30% (or such higher percentage as may be
allowed under the Listing Rules) of the total number of shares
in issue from time to time. As at 31 December 2010, the total
number of shares available for issue under the 2002 Share Option
Scheme was 1,687,426 shares, which represented approximately
0.236% of the issued share capital of the Company at that day.
The maximum number of shares issued and to be issued upon
exercise of the options granted to each participant under the 2002
Share Option Scheme and any other share option schemes of the
Company (including both exercised and outstanding options) in
any 12-month period shall not exceed 1% of the total number of
the Company's shares in issue. Any further grant of share options
in excess of this limit is subject to approval by the shareholders of
the Company at a general meeting.

7200298 A23H @ AR AIALER L R 47
— AR IEARE ST 2 ([ 2002 B A2 ) o

20024 IS B2 T B HEHREERE
THRAZRERBMT

RRFERN2002FBRETE - EER
5l BB REERER B TERART]
NEWBARGEZRERRBIE - FF
E2BEHRRA D ZMPI/RRREBMN D
ME N KBRS R KR » RIF2002F#
PetErt &l - BRI X T AR R SE AR
fBARSKBERR ZEMERET - #
TEERIFRTES -

RIK2002 F B E R 8 AR RERE
T B IR E EE IR E 2 BB RS R
TE - Ak a] FEIT 2 &= RDEE
TBHBRBARDFRERH2002 F R T
LI EEHD BTN AEZ10% ([5T3I1%
ERFE ) o HEARF A RREAE =K
HAEFFTEIEERSE  BARRES
RAE 2002 G BB A% #E AT 8 AN R aE R E
thEER A BRI EREE R RE R
MEE  TMEBARRABREABRREAS
HAEE Ft SR 2 B AR BB BITRA
10% ° REtEHEEEH 2 10%[REEMA -
Z BB AR5 2002 F BB A AT &) K AR A
A E b B AR AE R EIR 2 BB (B 4F
WAITE - Bt DB BEITEZE
ERE) TEHERERN - BEA R LA
WMHRTE - BIE2002 FBERET I EAR
AT A EA R R R BB RITE
7 BRI T - Hkimal T
ZREBRNHEE  TEBBAARTEZ
EBITHRD B 830% (3 E iR BIARS 2
BE AN - R2010E128318 » 1B
2002 BERR M AT &8 ] (31T 2 IR D 2 8UA
1,687,4260% * G AR AR E BE TR
1P #10.236% ° 1R152002 4 B PR HEET 2 K2
AR BT E AL B R AT EIR T & @RI
HEEBREBESITERERITEZ
R ETEME BT RS TFEITZR
D ESEE - PEA21E A HETEH
BARRNREBEITRMBET1% o NAE—
HR B R R 2 (TR BRI - 7B
NEIRERRIEREASHE -
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30 BBRRERTE(E)

30 Share option scheme (continued)

210

Share options granted to a director, chief executive or substantial
shareholders of the Company, or to any of their associates, are
subject to approval in advance by the independent non-executive
directors. In addition, any share options granted to a substantial
shareholder or an independent non-executive director of the
Company, or to any of their associates, in excess of 0.1% of
the total number of shares of the Company in issue at the date
on which such grant is proposed by the directors or with an
aggregate value (based on the closing price of the Company’s
shares at the date on which such grant is proposed by the
directors) in excess of HK$5 million, within any 12-month period,
are subject to shareholders’ approval in advance at a general
meeting of the Company.

The offer of a grant of share options may be accepted within
30 days from the date of the offer upon payment of a
consideration of HK$1 by the grantee. The exercise period of the
share options granted is determinable by the directors, and such
period shall commence not earlier than 6 months from the date
of grant of the options and expire not later than 10 years after
the date of grant of the options. The vesting period of the share
options is from the date of the grant until the commencement
of the exercise period. All share options under the 2002 Share
Option Scheme are subject to a 6-month vesting period.

The exercise price of the share options is determinable by the
directors, and shall be at least the highest of (i) the closing price
of the Company’s shares as stated in the Stock Exchange’s daily
quotations sheet on the offer date; (ii) the average closing price
of the Company’s shares as stated in the Stock Exchange’s daily
quotations sheets for the 5 trading days immediately preceding
the offer date; and (iii) the nominal value of the Company’s
shares.

Share options do not confer rights on the holders to dividends or
to vote at shareholders’ meetings.

The 2002 Share Option Scheme shall be valid and effective for
a period of 10 years commencing from the date on which it is
conditionally adopted by resolution of the Company at a general
meeting and will expire on 22 August 2012.
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30 Share option scheme (continued) 30 HERERE(®)
Movements of share options outstanding under the 2002 Share  $Ap0024EBEFEREST 2 2 14 A 7718 BE AR E A HA
Option Scheme during the period are as follows: REEIT :
For the 18 months ended For the 18 months ended
31 December 2010 30 June 2009
BE2010F12A31BL181HA  Ei1E2009F6 A30H 1L181EA
Weighted Weighted
average Number of average Number of
exercise price options exercise price options
METHTRE W BREHE NETHTRE  BREHRA
HK$ HK$
per share 000 per share ‘000
BRBT T4 BRET T4
At 1 July 2009/1 January 2008 #2009F7R18,/

2008F1H18H 5.88 26,693 5.73 30,900
Granted during the period HRIRH 4.85 33,480 - -
Adjusted during the period HAARE 5.24 (46) 5.87 1,013
Exercised during the period BRI 5.87 (1,740) 0.99 (1,902)
Forfeited during the period HRRIK 5.70 (3,580) 5.52 (3,318)

At 31 December 2010/30 June 2009 20105128318,/
200946 A30H 5.26 54,807 5.88 26,693

The weighted average share price at the date of exercise HiN - BITEBAMENITEE B H 2 MAEF AL

for share options exercised during the period was HK$6.93  {&/A6.93/5 (8, 22009F6 A30H (F18{@ A -
(18 months ended 30 June 2009: HK$3.73). 3.7387T) °

The exercise prices and exercise periods of the share options s e g RITEBEIRAE > 1718 B R AT S I
outstanding as at that balance sheet date are as follows:

T
31 December 2010
2010%F12A31H
Number of options Exercise price’ Exercise period
BREHE TEE THEH
‘000 HKS$ per share
T4 BRET
21,956 5.879 1 June 2008 to 31 May 2016
20086 H1HZ20165F5H31H
32,851 4.854 3 March 2011 to 2 March 2019
201153 H3HZE201943H2H
54,807
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30 Share option scheme (continued)

30 BBRRERTE(E)

30 June 2009

20096 H30H
Number of options Exercise price’ Exercise period
fEAR SR TEME! 171 A
‘000 HK$ per share
T SR
26,693 5.875 1 June 2008 to 31 May 2016
20086 A1HZE2016F5H31H
26,693

1 The exercise price of the share option is subject to adjustment
in case of rights, scrip dividend or bonus issues, or other similar
changes in the Company’s share capital.

New share option granted in September 2010

On 3 September 2010, the Company granted 33,480,000 share
options (of which 32,880,000 shares options were accepted) to
its employees (including directors) under the 2002 Share Option
Scheme pursuant to a board of directors resolution with a 6-month
vesting period from 3 September 2010 to 2 March 2011 and
exercisable from 3 March 2011 to 2 March 2019.

The fair value of the equity settled share options granted above is
estimated at the date of grant using the binomial model.

The fair value of the share options granted above was
HK$ 30,726,712 (HK$0.92 each) of which the Group recognised
a share option expense of HK$12,791,000 during the current
18-month period.
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30 BBRRERTE(E)

30 Share option scheme (continued)

New share option granted in September 2010 (continued)
The following table lists the key inputs to the model used:

R2010F9 A K H 2 ¥ B IR (&)
TREIIFFERRA 2 EE8ABIE -

Share price at the date of grant HK$4.85 RERE HEZ KRB 4.857%57T
Contractual option life 8.5 years BHERE TR 8.54F
Exercise price HK$4.85 1Ie(E 4.85787C
Expected volatility 52.56% SEEEN 52.56%
Expected option life 8.5 years T& AR R AR i 47 AP 8.54F
Expected dividend yield (%) 5.61% TE AR B K (%) 5.61%
Risk-free interest rate (%) fE [ f M) 2= (%)

(based on Exchange Fund Notes) 1.7456% (REBEINEESES) 1.7456%

The expected volatility is based on the historic volatility, and
calculated based on the contractual life of the share options.
Expected dividend yield is based on historical dividends.
Estimation of fair value could be materially affected due to the
changes in the input assumptions disclose above.

Outstanding share options

The 1,740,225 (2009: 1,901,830) share options exercised
during the current period resulted in the issue of 1,740,225
(2009: 1,901,830) ordinary shares of the Company and new share
capital of HK$174,023 (2009: HK$190,183) and share premium of
HK$10,048,559 (2009: HK$1,687,827) (before issue expenses),
as further detailed in note 29 to the consolidated financial
statements.

At the balance sheet date, the Company had 54,806,688
(30 June 2009: 26,692,988) share options outstanding under the
2002 Share Option Scheme, which represented approximately
7.66 % (30 June 2009: 3.78%) of the Company's shares in issue
as at that date. The exercise in full of the remaining share options
would, under the present capital structure of the Company, result
in the issue of 54,806,688 (30 June 2009: 26,692,988) additional
ordinary shares of the Company and additional share capital of
HK$5,480,669 (30 June 2009: HK$2,669,299) and share premium
of HK$283,055,453 (30 June 2009: HK$154,152,006) (before issue
expenses).

At the date of approval of these consolidated financial statements,
the Company had 54,806,688 (30 June 2009: 24,412,422) share
options outstanding under the 2002 Share Option Scheme, which
represents approximately 7.66% (30 June 2009: 3.46%) of the
Company’s shares in issue at that date.

BRI IR R IBIBE 2 NI - WIRIREEAR
BANFHE - FHRSDREBEDN
BB - EXHBEZBARRNES - A5t
HAFENREHEREATE -

ERITEZ BB E

WK H R - 1,740,225 1) BE RR #E
(20094 : 1,901,83017 ) EFTFE B AR
A]E£171,740,2250% (20094 : 1,901,830
B%) - RETIER% AN 174,023/ 7 (20094 ¢
190,183 7T ) * VA K % 17 ' 1 1 N
10,048,5597%8 7T (20094F : 1,687,82778 7T
(RINBREFITH) - S BEREGRE I BHR
FHIEE29 ©

REER - ARRIRIE2002F BAIRERT
B 14 R FETT 5 2 BE R 4 £ 5 54,806,688
3 (FA200946 A30H : 26,692,988)

HERRNBRZABEITIRD 27.66%
(220096 A30H : 3.78% ) - H& T
BREERHRTE  EARRBMER
#2878 58 5 % 17 54,806,688
% (72200946 A30H : 26,692,988 %)
ARRAR LB - MARR Z A
hn5,480,669 7% 7T (72200946 A30H
2,669,299 7T ) + B 17 & B BR % 15 A0
283,055,433 7T (A 200946 H30 A :
154,152,006/8 7T ) RN EEFTHE) ©

REZSGRAUBRERMAER - ARAR
152002 F B AR AT B M AR 1T 1F 2 BE IR i
H7554,806,68817 (1A 2009F 6 4301
24,412,422 ) » HIEARRRIRZBEER
BT D 2 7.66% (72200946 H30 A :
3.46%) °
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31 &

31 Reserves

AEBEREAZ SR RENABRE L E—
HE 28 - 2 REEEREERK

The amounts of the Group's reserves and the movements therein
for the current period and prior period are presented in the
consolidated statement of changes in equity.

ARRFREAZ EERERARE M E—

The amounts of the Company's reserves and the movements

214

therein for the current and prior period are as follows: HE 88T
Company AT
Share Share Capital
premium option  redemption  Contributed Retained
account reserve reserve surplus profits Total
RiteEE  BRERE RAEDRE fARg REEA aif
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET T T T Thn Tin
At 1 January 2008 R2008%1A1R 780,078 2,903 3,705 4,094 8,002 798,782
Profit for the period - note 10 L gt - - - - 89,526 89,526
Share options exercised - note 30 B17{E 2 B - a0 1,688 - = - - 1,688
New share options granted to RS HERE- K0
employees - note 30 - 13,425 - - - 13,425
2007 final and 2008 interim dividend declared end STRENRHRARL T 22007 KSR
settled in shares and cash - note 11 20085 R BRE-HiE11 122476 - - - (35,200) 87,210
Proposed final 2009 dividend - note 11 RIE009ERERE M1 - - - - (56,516) (56,516)
Share options lapsed BRiERE 1,844 (1,844 = = S =
Purchase of share - note 29 BERH M2 (11,409) - 1,397 (1,397) - (11,409)
At 30 June 2009 200964308 894,677 14,484 5102 2,697 5,806 922,766
Profit for the period - note 10 KEEAETHE0 - - - - 176,648 176,648
Share options exercised - note 30 BT BARE - R0 11,337 (1,288) - - - 10,049
New share options granted to RYEEZHBRE-H#30
employees - note 30 - 12,791 - - - 12,791
2009 final and 2010 first and second interim SRR EHA X 20095
dividend declared and settled in shares RER0EEIRRELR
and cash - note 11 PR E-HE 39,842 - - - (11343 (73,592)
Proposed final 2010 dividend - note 11 RR2010ERBREHE - - - - (57,203) (57,203)
Share options lapsed BAiERE 1616 (1,616] - - - -
At 31 December 2010 RI010512631R W4T 2137 5102 2697 N7 991459
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31

32

Reserves (continued)

The contributed surplus of the Group and the Company arose in
1996 as a result of the group reorganisation in preparation for the
listing of the Company and represented the difference between
the nominal value of the share capital issued by the Company and
the aggregate net asset value of the subsidiaries acquired at the
date of acquisition. Under the Companies Act 1981 of Bermuda (as
amended), the Company may make distributions to its members
out of the contributed surplus provided certain conditions are met.

The share option reserve of the Group and the Company
comprises the fair value of share options granted which are
yet to be exercised, as further explained in the accounting
policy for share-based payment transactions in note 2.18 to the
consolidated financial statements. The amount will be transferred
to the share premium account when the related options are
expired or forfeited.

Business combination

On 2 September 2010, the Group acquired the entire issued
share capital in Hai Tong Asset Management (HK) Limited and
its subsidiaries (collectively referred to as the “Hai Tong Asset
Group”) and Hai Tong Capital (HK) Limited (“Hai Tong Capital”) for
an aggregate cash consideration of HK$30,132,276 from Haitong
International Holdings Limited (formerly known as Hai Tong (HK)
Financial Holdings Limited), the immediate holding company of
the Company.

Hai Tong Asset Group is engaged in provision of assets and
investment management services and Hai Tong Capital is
engaged in provision of corporate finance and advisory services. As
a result of the acquisition, the Group is expected to augment its
business and resources by reorganising with certain subsidiaries
of Haitong International Holdings Limited engaging in similar
activities with companies within the Group.

31

32

EXAE ),

AEBRARRQNFNI1996F BEE AR A
EmETERSAEEH AR - TiE
RN EE TR (E E AT AR B A R
RKEE R EEFEEEME ZHNE
B RIEERE1IFRNEKYER]) -
RATARBABBRPRERRIELD
& - MELEMZBREE S TR

AEBERARRZBREFEEREBEDED
BRARITEZBEREZAFE  FRE
B BRRM 218 AN 2R
HZETHR - HIHRBRERHREL
Y RISSEEEREGR A o

E S e

201069 H2H - AEEIWIEGBEE
ER(BEB)BRARRENB AR (5
[BREESR]) RFRRE(FH)AR
RNAEBERE ) 2 2PEEITRA - [
RAR 2 HEERARGBEEIERAR
ARI(AIER(ES) 2RIERERAR])
UK ER 4837 & 830,132,276/ 7T °

BREESEIEZNFERHEEELKES
B E - MEBRRERNETZNER
R XS MR RIS 2 E 5 ° HRETT
WiEER  BPAKREREERREERE
FRIERERARZETHEAREM - B
REBLIEMER - ZFWBAREAE
BE N 2 A RETTRR LIRS -
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32 Business combination (continued) 32 ¥BE6tE)

The following table summarises the consideration paid for the
acquisitions and the amounts of the assets acquired and liabilities
assumed recognised at the acquisition date.

TERBARZERBEEIMFZRE - A
R AU B HARERR 2 P Uk BB B R P AR
BESEE-

HK$'000
FHET
Consideration RE
Cash consideration paid to Haitong International M EEEIERER A RSN 2
Holdings Limited RERE 30,132
Less: Cash and bank balances acquired B BUEE 2 R e RIRTTHETT (29,763)
Net cash consideration transferred BEE B SREFE 369
Recognised amounts of identifiable assets g ERANEERFMAEZ
acquired and liabilities assumed (excluding EENERISE (FEFEMKREZ
the cash and bank balances acquired) BHERBITER)
Fixed assets BEEEE 2,029
Accounts receivable FEURER 5K 2,071
Accounts payable FETER X (2,377)
Tax payable FER TR IR (934)
Deferred tax liabilities RERIAE E (420)
Total identifiable net assets (excluding the cash AEERFEELE (TREMKEZ
and bank balances acquired) Re RIBTHER) 369

The fair value of accounts receivable approximates its
gross contractual amounts. No receivable is expected to be
uncollectible.

Since the acquisition on 2 September 2010, Hai Tong Asset
Group contributed revenue and net profit of HK$5,517,553 and
HK$133,812 respectively to the Group. Contribution from Hai
Tong Capital is immaterial to the Group.
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33 Operating lease arrangements 33 REMELH

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

As at 31 December 2010, the Group and the Company had total
future minimum lease payments under non-cancellable operating
leases falling due as follows:

AEENKEHELHBEETRFE
MEMERE - SFEVEHEERH
NEAZERF  MEKREHEHENR=Z
a4 o

R2010F 128318 » AEE K AR BIR
BRI 2 S EHEE TR A E R
IREI M2 HERSHLEEWOT

Group Company
biN-c] b
31 December 30 June 31 December 30 June
2010 2009 2010 2009
2010% 20094 2010F 20094
12A31AH 6A30H 12A31H 6A30H
HK$'000 HK$'000 HK$'000 HK$'000
TER TET TER TET
Within one year 1€/ 83,141 47,692 903 341
In the second to fifth years, inclusive FIEEHF
(PEEEMTF) 97,410 22,052 301 298
180,551 69,744 1,204 639
34 Other commitments 34 HhEiE

In addition to the operating lease commitments detailed in note
33 above, the Group had the following commitments at the
balance sheet date:

Bk EXMRES3F i 2 IR & THE ARSI - R
SERNEER ZAENT

Group

AEE
31 December 30 June
2010 2009
20105 20094
12A31H 6H30H
HK$'000 HK$'000
FHExT FHET

Contracted, but not provided for: 5147 » 1B AREE :

Computer equipment BRI 10,764 1,221

SEEREEFEEAERAR ¢ ik 2009/2010
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35 Related party transactions

(@) In addition to the transactions and balances detailed
elsewhere in these financial statements, the Group had the
following material transactions with related parties during
the period:

(i) During the period, the Group leased from New World
Tower Company Limited, an indirect wholly-owned
subsidiary of New World Development Company
Limited ("NWD"), which was itself the ultimate
holding company of the Company until 21 December
2009, certain office premises at New World Tower,
16-18 Queen’s Road Central, Hong Kong, at a monthly
rental, including rates, management and air-conditioning
fees, of approximately HK$1,855,956 (18 months ended
30 June 2009: HK$2,030,555) for a term of 3 years.
During the period from 1 July 2009 to 21 December
2009, the Group paid total rentals of HK$11,135,736
(18 months ended 30 June 2009: HK$36,550,000).
The rentals paid were calculated by reference to
open market rentals as confirmed to the Group by an
independent professional valuer.

(i)  During the period, the Group leased from New World
First Bus Services Limited, an indirect jointly-controlled
entity of Chow Tai Fook Enterprises Limited (“CTF")
(which is itself a company controlled by the family of
Dr. Cheng Kar Shun, Henry, an executive director of
the Company until 13 January 2010) and NWS Holdings
Limited (which is itself a listed holding company
of the Company until 21 December 2009), certain
office premises at No. 8 Chong Fu Road, Chai Wan,
Hong Kong. During the period from 1 July 2009 to
21 December 2009, the Group paid total rentals,
including rates, management and air-conditioning
fees of approximately HK$436,020 (18 months ended
30 June 2009: HK$342,000).

Haitong International Securities Group Limited ¢ Annual Report 2009/2010

35 BEALRS

(a)

BRERARBEIRE 2 HthEn AE &
iz 325 RAESR SRR - AREENE
WERREA T2 EZR SR
T

)y HA - AEBERFERKRES
RAFCHtt RERER QA
([t RERE ] 2EE2EWN
BAR MAttARBERREZR
200912 A21HIEBARRARZ
BEERAR)EBEEER
RNEF16I18HHE RKNEHR
FHAZESMN  FAHE(E
FEM BEBRARE)HN
1,855,956 7 7T (&, = 2009 F
6A30H 1E181E A : 2,030,555
Bir)  MAFHARIF - A&
% A 200947 A1 H E20094F
12A21ABEY 2 e85
#11,135,736/8 7T (L £20094F
6A30HE18E A : 36,550,000
BIT) c SN2 HIBEL
BUSEGHEMAAERER
ZARTMERSFE -

(i) HA - AEERFERE S
TREBRARBABELE
BlEE8 e THAEEAM -
FHERE—BLTREERDT
REAXRBEEBRAR(TAXR
BD(ABREET(BERER
20101 B138 AR AR #TT
EE)REESR 2 AT EITE
BEEEABARAF(EZ£2009%F
12A21BAARRAGE 2 TR
AR EEERIEGHIEE - A
£ E 200947 A1H £20094F
12A21BEAEINZEE (B
FBEMN BRERSRE)QE
#9/5436,0207%8 7T (EL £20094F
6A30H 1E181E A : 342,000/
TT) °



Notes to Financial Statements

BA RS HRAR P RE

35 Related party transactions (continued)

(iif)

During the period, the Group provided various corporate
advisory services to International Entertainment
Corporation (“IEC"), a subsidiary of CTF, which is itself
a company controlled by the family of Dr. Cheng Kar
Shun, Henry. Dr. Cheng Kar Shun, Henry and Mr. To Hin
Tsun, Gerald, an executive director and a non-executive
director of the Company respectively until 13 January
2010, are also executive directors of IEC. Mr. Tsui Hing
Chuen, William and Mr. Lau Wai Piu, Bill, independent
non-executive directors of the Company, are also
independent non-executive directors of IEC. The income
from these transactions amounted to HK$297,500
(18 months ended 30 June 2009: HK$818,000) for
the period and was recognised in accordance with the
terms of the underlying agreements.

During the period, the Group provided placing services
to Vision Values Holdings Limited (formerly known as
New World Mobile Holdings Limited). Mr. Tsui Hing
Chuen, William and Mr. Lau Wai Piu, Bill, independent
non-executive directors of the Company, are also
independent non-executive directors of Vision Values
Holdings Limited. The income from these transactions
amounted to HK$974,925 (18 months ended 30 June
2009: Nil) for the period and was charged in accordance
with the terms of the underlying agreement.

During the period, the Group obtained an unsecured
loan from Chow Tai Fook Jewellery Company Limited,
a company controlled by the family of Dr. Cheng Kar
Shun, Henry, who was an executive director of the
Company until 13 January 2010. The loan was repaid
during the period. The interest expense for such other
loan amounted to HK$540,000 (18 months ended
30 June 2009: Nil) during the period which Dr. Cheng
Kar Shun, Henry was an executive director of the
Company and was charged at 0.75% to 1.1%.

35 BEALRSHE)

(iif)

(iv)

HA - AEEmAEAKRE(RE
RABTRIEZES AT 2
B AR HBRREER QA
([ERRIREE ) R E B EF
AR o BRAEIH+ RitREE
A (FEHEZE2010F1A13H
DRBARRBRITE S RIEH
TES)NABRBIRENNIT
EE - AQRBUINITES
BREZ2EERBBREENR
BB IRGE Y B IEITES -
ZEXSGREARES Z KA
/297,500 7% 7T (B £ 2009
6A30H 1E181E A : 818,000/
7))+ BRBAEGE 2 GRE

e

B - A& B [\ Vision Values
Holdings Limited ( Aif 78 ¥ tth 5
BEHERAERAGR)RERE
fR% - RRABIBYIFBITES
RER2EERBBREETR
Vision Values Holdings Limited
ZEIUFWITESR - ZERH
REAA AT E 4 2 A 75974,925
77T (Bl 2200946 A30H 1=
18E A : &) DIRRIEME
Z AEFRUER

R AEBESEAKEHKE
STERAARHEERE
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35 Related party transactions (continued)

(vi)

(vii)

(viii)

During the period, the Group obtained an unsecured
loan from Haitong International Holdings Limited
(formerly known as Hai Tong (HK) Financial Holdings
Limited), the immediate holding company of the
Company. Interest expense of HK$988,000 was paid
during the period (18 months ended 30 June 2009: Nil).

During the period, the Group acquired Hai Tong Asset
Management (HK) Limited and its subsidiaries and Hai
Tong Capital (HK) Limited from Haitong International
Holdings Limited (formerly known as Hai Tong (HK)
Financial Holdings Limited), the immediate holding
company of the Company. Details of the acquisitions
have been disclosed in note 32 above.

On 2 September 2010, the Company entered into a
master services agreement with Haitong Securities Co.,
Ltd., the ultimate holding company of the Company,
which the Company and Haitong Securities Co., Ltd. has
each agreed to provide services to companies of the
Group or Haitong Securities Co., Ltd. and its subsidiaries.
Services pursuant to the master services agreement
include brokerage transactions, research transactions,
investment management and advisory services
transactions, seed injection or financing transactions,
corporate finance transactions and information
technology support transactions. The provisions of
services pursuant to the master services agreement are
subsequently approved by a special general meeting
on 13 October 2010. The income and expenses from
these transactions amounted to HK$9,000 (18 months
ended 30 June 2009: Nil) and HK$275,000 (18 months
ended 30 June 2009: Nil) respectively for the period
in accordance with the terms of the master services
agreement.

The related party transactions disclosed in note 35(a)(i) to 35(a)(iii)

and 35(a)(vi) to 35(a)(viii) above also constitute connected

transactions or continuing connected transactions as defined in
Chapter 14A of the Listing Rules.
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35 Related party transactions (continued)

35 BEALIREF#E)

b) AEEETZERABZEHM

(b) Compensation of key management personnel of the Group:

For the For the
18 months 18 months
ended ended
31 December 30 June
2010 2009
HZ2010F HZ2009%F
12A31H 6H30H
1E18{E A LE18{E A
Short term employee benefits 52 Hi{E B8 F 58,742 46,171
Post-employment benefits RIREH X 239 2,368
Share-based payments DARS #E 2 1+ 2 3B 11,564 5,28€

Total compensation paid to NEEFBEEBABE L
key management personnel HN4azEs 70,545 53,778

Further details of directors’ emoluments are included in note 7 to

the consolidated financial statements.

BEREEZHHFBEREA M BHRERM
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36 Maturity profile of assets and liabilities 36 EERAEBZEMAMAS
An analysis of the maturity profile of certain assets and liabilities REFEETEENBBEENGEERZAY
of the Group analysed by the remaining period at the balance FE B2 NHES T 2B RAE N
sheet date to the contractual maturity date is as follows: T
Repayable 3 months
on demand or less Total
BRERMEE 3SEAHUT st
HK$’000 HK$'000 HK$000
FHET FET FHET
31 December 2010 2010%12H31H
Assets BE
Advances to customers BLTEP 28 4,375,589 = 4,375,589
Cash held on behalf of customers REFHAEZIRE 2,711,586 2,447,017 5,158,603
Cash and bank balances B4 RIRTHET 244,733 172,947 417,680
7,331,908 2,619,964 9,951,872
Liabilities =Rt
Account payables to clients ERNEPERCINE1E
excluding payables to brokers, JEERL REE&
dealers and clearing house HEEFRTZFRIE) 5,915,773 129,614 6,045,387
Loans and other borrowings ERKHMEE 113,892 2,860,375 2,974,267
6,029,665 2,989,989 9,019,654
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36 Maturity profile of assets and liabilities (continued)

36 EENEEZIHBEAS @)

Repayable 3 months
on demand or less Total
WEREE SEAZAT st
HK$'000 HK$'000 HK$'000
FET FET FET
30 June 2009 20096 H30H
Assets BE
Accounts receivable from RERBIAR L2
subscription of new shares HTi 0 2 U BR X
in IPO - 1,646,881 1,646,881
Advances to customers BTRPZER 1,726,668 - 1,726,668
Cash held on behalf of customers REFEHE RS 3,661,886 - 3,661,886
Cash and bank balances Re RIRITERT 224,044 179,746 403,790
5,612,598 1,826,627 7,439,225
Liabilities =R+
Account payables to clients BREFPER(TEIE
excluding payables to brokers, FERTEaRE - REE R
dealers and clearing house HEEFT 2 FRIE) 4,295,664 351,367 4,647,021
Loans and other borrowings ERREMEE 131,737 2,052,500 2,184,237
4,427,401 2,403,857 6,831,258

37 Financial instruments by category

All the financial assets and financial liabilities (including advances
to customers, accounts receivable/payable, deposits, cash,
loans and other borrowings, other assets and payables) in the
consolidated balance sheet are carried at amortised cost using the
effective interest method as “loans and receivables” except for
the "available-for-sale investments” and “financial investments
at fair value through profit or loss” which are both carried at fair
value.

37 REREDZEMTA

ARG REERBRNMGEERMH
BEBREATERP 22N - BRER
ERER e BHE  ERREME
& HMEENEMNRIER) ABHK A
ERERNERFAIER R B IR - HE
[AIHHERE I R[1RAFEF ABRZ
FATSICE AR ERHERRS) ©
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38 Financial risk management objectives and policies

The Group's principal financial instruments comprise advances
to customers, accounts receivable, accounts payable, cash and
bank balances and loans and other borrowings. Advances to
customers, accounts receivable and accounts payable mainly
arise from the Group's operations while cash and bank balances
and loans and other borrowings are to maintain liquidity or to raise
financing for the Group’s operations.

The main risks arising from the Group's financial instruments are
interest rate risk, foreign currency risk, credit risk, liquidity risk
and equity price risk. The board reviews and agrees policies for
managing each of these risks and they are summarised below.

Interest rate risk

The Group’s exposure to the risk of changes in market interest
rates relates primarily to the Group's bank deposits, advances to
customers, loans and other borrowings as well as other interest-
bearing accounts receivables and payables.

The Group's major interest-bearing asset is the advances to
customers, whose financing and interest rate risk exposure
are matched by the Group’'s loans and other borrowings.
Management actively monitors the Group’s net interest rate
exposure through setting limits on the level of mismatch of
interest rate repricing and duration gap and aims at maintaining
an interest rate spread, such that the Group is always in a net
interest-bearing asset position and derives net interest income.

The Group's interest rate risk lies in fluctuations of HIBOR or
Hong Kong Dollar Best Lending Rate, as the Group’s interest-
bearing assets and liabilities are mainly Hong Kong dollar
denominated.

All the interest bearing financial assets and liabilities are subject
to an interest re-pricing risk of 3 months or below. There is no
concentration of interest risk exposure.

Haitong International Securities Group Limited ¢ Annual Report 2009/2010
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38 Financial risk management objectives and policies

(continued)

Interest rate risk (continued)

At 31 December 2010, if market interest rates at that date had
been 25 basis points (30 June 2009: 25 basis points) higher/lower
with all other variables held constant, profit before taxation for
the period would have been HK$6,620,000 higher/lower (30 June
2009: HK$817,000 higher/lower), mainly as a result of higher/
lower net interest income earned on floating rate bank balances,
advances to customers, accounts receivables, accounts payable
and loans and other borrowings.

The Company's interest rate risk exposure is considered
insignificant.

Foreign exchange risk

The Group's foreign currency risk arises principally from its
leveraged foreign exchange business as well as the Group's
transactions denominated in currencies other than HKD.

The Group hedges majority of its client trades in its leveraged
foreign exchange business back-to-back with external
counterparties, such that the Group is not exposed to significant
foreign currency risk.

Apart from this foreign exchange exposure, the majority of the
Group's and the Company's assets and liabilities are denominated
in Hong Kong dollars and United States dollars of which the
exchange rates have remained relatively stable during the period.

Credit risk

The advances to customers, accounts and other receivables,
cash and bank balances and other assets represent the Group's
major exposure to the credit risk arising from the default of the
counterparty, with a maximum exposure equal to the carrying
amounts of these financial assets in the consolidated balance
sheet.

FIZ=E b (4F)

F2010F 12 A31H » ME AmHF =
#hn, w25 EE 2 (20096 A30H -
AR MEMAREFTE - R
B 7 AT 55 F #5350, # 426,620,000 7T
(20094F6 A30H : #& 0,5 4>817,000/%
) FERRERITESR B TEFPZ
]I IR - BARR - WRERK
HEE 27 8B F| BURAFEE -

AABRRENEXERLTERX °

M L B
AREEINER R T B KB HBERINERF
AEAEEAEBEANNEETEZR S

AREEBEABNERINEXBZEHE
FEINRER - EARENE B EAINE
[\ o

BROMNERRRIN - AEERARRZERE
ERBBENETEETE - HRERR
MR RERTE -

FERR

ﬁ%@ﬁZﬂﬁ TR LA R e EL A B LA K
A RBEMRTEFUAREMEETIAR
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38 Financial risk management objectives and policies

(continued)

Credit risk (continued)

The Credit Committee of the Group has appointed a group of
authorised persons who are charged with the responsibility
of approving credit limit of each customer. The Committee is
responsible for approval of share acceptable for margin lending,
setting stock margin ratio for each approved share. The approved
share list is updated bimonthly, and will be revised as and when
deemed necessary by the Committee. The Committee will
prescribe from time to time lending limits on individual share or
on any individual customer and his/her associates.

The Credit Control Department of the Group is responsible for
making margin calls to customers whose trades exceed their
respective limits. Any such excess is required to be made good
within two days for securities and the next day for futures of the
deficiency report. The deficiency report will be monitored daily by
the Group's finance director and responsible officers. Failure to
meet margin calls may result in the liquidation of the customers’
positions.

Management is confident in its ability to continue to control and
sustain minimal exposure of credit risk to the Group resulting
from both its advances to customers (margin loan) and cash and
bank balances based on the following:

e Advances to customers (margin loan) are backed by
collateral. The Group only accepts collateral in the form of
cash and liquid stocks.

e Majority of cash and balances with banks were deposited
in reputable large commercial banks with credit rating of
Baa3 or above issued by Moody's or BBB or above issued by
Standard & Poor’s.

For accounts and other receivables, approximately HK$76 million
(30 June 2009: HK$45 million) was receivables from clients arising
from dealing in securities, which normally had a delivery-against-
payment settlement term of 2 days. There is no concentration
of credit risk with respect to the receivables, as the Group has
a large number of clients who are internationally dispersed.
Most of the accounts and other receivables from clients with
overdue more than 30 days are fully secured by listed securities
with market value significantly higher than the carrying amount.
The ageing analysis of the advances to customers and accounts
receivable are included in note 20 and note 21 respectively.
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38 Financial risk management objectives and policies

(continued)

Credit risk (continued)

Accounts receivable from brokers, dealers and clearing house
are placed with large international financial institutions which
are governed by regulators including Hong Kong Securities and
Futures Commission (the “SFC"). The risk of default in repayment
is considered to be minimal.

As at 30 June 2009, accounts receivable of HK$1,647 million was
arising from subscription of new shares in IPO. The amount has
already been settled within one week in July 2009. There was no
outstanding accounts receivable in IPO as at 31 December 2010.

Other assets are mainly deposits placed with the regulators which
are considered to have minimum credit risk.

Other than the above, the Company’'s credit risk exposure
mainly represents the amounts due from subsidiaries. These
intercompany balances are considered to have minimum credit
risk.

Liquidity risk

A number of the Group’s activities are subject to various statutory
liquidity requirements as prescribed by the Securities and Futures
Commission in accordance with the Hong Kong Securities and
Futures Ordinance (the "HKSFO"). The Group has put in place
monitoring system to ensure that it maintains adequate liquid
capital to fund its business commitments and to comply with the
relevant Financial Resources Rules under the HKSFO.

As part of the measures to safeguard liquidity, the Group has
maintained substantial long term and other stand-by banking
facilities, diversifying the funding sources and spacing out the
maturity dates.
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38 Financial risk management objectives and policies

(continued)

Liquidity risk (continued)

The maturity profile of the Group’s and Company’s financial

liabilities as at the balance sheet date, based on the contracted

undiscounted payments, was as follows:

Group

REBE SR (E)

38 B EREE 2B NRBER @)

AREBRARRNEE R Z W B RERE

ERIAART RN FAEZ B M AAS

T

EH

31 December 2010

2010%12831H
On Less than 1to5

demand 3 months Years Total

EEX SHR3MEA 1255 a5t

HK$'000 HK$'000 HK$'000 HK$'000

TER TR TR THET

Loans and other borrowings BERkEMmEES 113,892 2,861,997 = 2,975,889

Accounts payable B 5,922,879 129,614 - 6,052,493
Financial liabilities included in other STAEMEMNZIER

payables and accruals fEztEZ BB A R 136,792 - - 136,792

6,173,563 2,991,611 - 9,165,174

30 June 2009
200956 H30H
On Less than Tt0b

demand 3 months Years Total

JEZK LH3ME A 12545 st

HK$'000 HK$'000 HK$'000 HK$'000

FET FET THER TER

Loans and other borrowings ERREMES 131,737 2,052,873 - 2,184,610

Accounts payable JE TR SR 4,342,712 351,357 = 4,694,069
Financial liabilities included in S AEMENTIER

other payables and accruals Rt A MK AR 52,933 = = 52,933

4,527,382 2,404,230 - 6,931,612
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38 Financial risk management objectives and policies

(continued)

Liquidity risk (continued)
Company

REBE SR (E)
EAT

38 B EREE 2B NRBER @)

31 December 2010

2010%512A31H
On Less than 1to5

demand 3 months Years Total

EEXR DH3EA 1255 @5t

HK$'000 HK$'000 HK$'000 HK$'000

TER TR TR TEx

Loans and other borrowings EF R EAMER - 1,390,803 = 1,390,803
Financial liabilities included in STAEMENZIBER

other payables and accruals R BB RE 39,681 - - 39,681

Amounts due to subsidiaries FERTRTB A B FUE 756,097 - - 756,097

795,778 1,390,803 - 2,186,581

30 June 2009
2009F6H30H
On Less than Ttob

demand 3 months Years Total

JEEK PR3EA 1255 st

HK$'000 HK$'000 HK$'000 HK$'000

FHET TEx THL THET

Loans and other borrowings ERREMER = 47,543 = 47,543
Financial liabilities included in SARMENTIER

other payables and accruals A REZ S E 12,246 - - 12,246

Amounts due to subsidiaries FERTRTB A BIFUA 804,009 - - 804,009

816,255 47,543 - 863,798
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38 Financial risk management objectives and policies 38 B EMREE>BNWREE &)

(continued)

Equity price risk

Equity price risk is the risk that the fair values of equity securities
decrease as a result of changes in the levels of equity indices
and the values of individual securities. The Group is exposed
to equity price risk arising from individual equity investment
classified as financial investment at fair value through profit or
loss and available-for-sale investments as at 31 December 2010
and 30 June 2009. The Group's equity investments are listed on
the Hong Kong stock exchanges and are valued at quoted market
prices at the balance sheet date.

The table below summarises the impact of increases in the Hong
Kong Hang Seng Index on the equity's profit before taxation
for the period and on the investment revaluation reserve. The
analysis is based on the assumption that the equity index had
changed by 10% with all other variables held constant and all the
equity instruments move according to the historical correlation
with the index.

IR 728 5 EAG R R

IR AN 78 H B 1% B B A Ak 5 98 BUK T R AR
AELEEEHERREATFETRZ
BB > 720109 12 A31 H &% 20094 6 B
308 - AEEEE 2 RERRKEDEA
BRATEG ABRZHMBIEE 2[R ARiE
WERAHEHERE - REB ZRERE
TR BEBGERZ S LM - WikEEE AT
WIS ERME -

TREUAE BB RBUL NE AARTAT
RN R R EEREEZTE - DTS
AR RIS B EN10% i H At B R4+

N UANFIEREIARBIESZES

Hong Kong Hang Seng Index EHBELER

Impact on
the investment
Impact on revaluation
profit before reserve
taxation in equity
BT AT HIREER
Bz R RE2TE
HK$’000 HK$'000
THER FHER

31 December 2010 2010%12H31H
Increase by 10% #H110% 9,008 2,796
Decrease by 10% A 10% (9,008) (2,796)

30 June 2009 200946 A30H

Increase by 10% HEIN10% 1,765 2,720
Decrease by 10% BA10% (2,323) (2,162)
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38 Financial risk management objectives and policies

(continued)

Fair value of financial instruments
Apart from the financial investments at fair value through profit
or loss and available-for-sale investments, which are carried at
fair value, the carrying amounts of all other financial assets and
liabilities approximated their fair value.

The fair value hierarchy for the financial investments at fair
value through profit or loss and available-for-sale investments is
analysed as follows:

Fair value hierarchy

HKFRS 7 specifies a hierarchy of valuation techniques based on
whether the inputs to those valuation techniques are observable
or unobservable. Observable inputs reflect market data obtained
from independent sources; unobservable inputs reflect the
Company’s market assumptions. These two types of inputs have
created the following fair value hierarchy:

Level 1 — Quoted prices (unadjusted) in active markets for
identical assets or liabilities. This level includes listed equity
securities and debt instruments on exchanges (for example, Hong
Kong Stock Exchange) and exchanges traded derivatives like
futures (for example, Nasdag, S&P 500).

Level 2 — Inputs other than quoted prices included within Level
1 that are observable for the asset or liability, either directly (that
is, as prices) or indirectly (that is, derived from prices). This level
includes the majority of the OTC derivative contracts, traded loans
and issued structured debts. The sources of input parameters like
HIBOR vyield curve or counterparty credit risk are Bloomberg and
Reuters.

Level 3 — Inputs for the asset or liability that are not based on
observable market data (unobservable inputs). This level includes
equity investments and debt instruments with significant
unobservable components.

This hierarchy requires the use of observable market data when
available. The Group considers relevant and observable market
prices in its valuations where possible.

TRMITAZAFE

BRI FEAABE ZWHERERIZAF
EFRZ AT ERES - PAEEME
BEMRBEZRAEREAFERE

BRFEFABRZBHRERAERE
BREZRNFEREBEDTWT

DFEER
é?%ﬂﬁ%iﬁ%ﬁﬂw%7%E$ETJ§$@)\1ETE&
MR SR EE A BRI #E

REMBMETEDRZEER —J&Eﬁzgﬁfg
BRI BB HIR 2 TIHER » TAIBER
ZHERRANRBZMIHEREK © ZMIEE
Rz BB N2 A HERR

FIR-—HRAEEXREREEN ST Z
HBE(CRERHE) - XEFNBERX SR
(MBBRHA) L 2 1R R E
TR AERRZHAEBZITETE -
AR (A ETE T ~ REE500) ©

B —BREVRBIFTBEIEZIREIN - Efth
EESAEEERE(BER)kEE(BI#
EREL)AIERR 8% - ZAR8E
jw%%&l\mil/\méo x%%%&&a
BT HEBIES - BARTREREW
AR B %éﬁ%ﬁ%ﬂ,ﬁzgwfﬁ%ﬁ&
R B g iFEAT

FIR-BEXRRBERAIFREATHR
ZMSHE(TABRZ8E) - A58
BABREBDTBEXD ZBAERERIE
ZFTH-

AFEBRERE RIS ITHR TS
%(TFM RIZEEREBER o tARTRE - K
SEREERSEEABORITHRR T
B o

SEEREEFEEAERAR ¢ ik 2009/2010

231



Notes to Financial Statements

BA RS SRR AL

38 Financial risk management objectives and policies 38 BIEEMEEBNREE (&)

(continued)
Fair value of financial instruments (continued) ST ECAFHEE)
Fair value hierarchy (continued) AEEBRE)
An analysis of the Group's financial assets measured at fair value B £20104F 12 A31H K&k2009 4% 6 A
as at 31 December 2010 and 30 June 2009 are as follows: 308 F AEBRAFEFEZHKREED
T :
Group NEE
31 December 2010 7H2010F12A31H Level 1 Level 2 Level 3 Total
F1R EVE £33 @it
HK$'000 HK$'000 HK$'000 HK$'000
TAERT TERT TERT THERT
Available-for-sale investments AEHERE 19,393 12,625 - 32,018
Financial investments at fair value b YNZEE N - F~ A
through profit or loss HHRE 89,185 3,066 = 92,251
30 June 2009 200946 A30H Level 1 Level 2 Level 3 Total
F1R EVE £33 Bt
HK$'000 HK$'000 HK$'000 HK$'000
TEr TEr TET TExT
Available-for-sale investments A ERE 20,075 13,000 - 33,075
Financial investments at fair value RALESAER Y
through profit or loss IIEHE 20,176 2,452 = 22,628
The Group did not have any level 3 financial instruments during BRI AREB W BT FEIRETA -
the period.
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38 Financial risk management objectives and policies

(continued)

Capital management

The capital represents the Group’s equity. The primary objective
of the Group's capital management is to safeguard the Group's
ability to continue as a going concern and to maintain healthy
capital ratios in order to support its business and maximise
shareholder value.

The Group manages its capital structure and makes adjustments
to it, in light of changes in economic conditions. To maintain or
adjust the capital structure, the Group may adjust the dividend
payment to shareholders, return capital to shareholders or issue
new shares. No changes were made in the objectives, policies or
processes during the period.

The Group is not subject to any externally imposed capital
requirements except for certain subsidiaries engaged in securities
and futures dealings and broking, corporate finance and advisory,
nominee and custodian services, leveraged foreign exchange
trading, and fund management, which are regulated entities
under the Hong Kong Securities and Futures Commission ("SFC")
and subject to the respective minimum liquid capital requirements
from HK$0.1 million to HK$15 million as at 31 December 2010
and 30 June 2009.

During the period, the subsidiaries of the Group, which are
regulated by SFC, complied with all the minimum capital
requirement.

ErEE

BARIEAREZBAR - REBERERZ
BERREREASERMSFELE L
iR ZERL R UXFHERBHAE R
BEPTREIRTT R EE
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BUYHEAEHFE - SEFHFABELR
% AEBEXGRHERNT TRR BN

VIREBARTRREEITHD - X
A WEL R - BREEFEHEMNE
) o

NEBHAEZINDE M2 T B ER
fl - A TREESRPEEFHELL
REFA SRR -« RIBARRE RS ta?
RBANEEBERESERCMERF

IN ZENB AR B AESFRPE $
BERLZER((FEGHRECEE A
HRFEBZRERTRHES - R20106F
128318 %2009%6 8308 - EH 5 A
100,000/ 752 15,000,000 7T °

KA XBEERE ZAEENE LT
ENAREEARRE

SEEREEFEEAERAR ¢ ik 2009/2010

233



234

Notes to Financial Statements

BA RS SRR AL

38 Financial risk management objectives and policies

(continued)

Capital management (continued)

The Group monitors capital using a gearing ratio, which is total
borrowings divided by the total shareholders’ equity. Total
borrowings include interest-bearing bank and other borrowings.
Total shareholders’ equity comprises all components of equity
attributable to the equity holders. The Group's policy is to
maintain the gearing ratio at a reasonable level. The gearing ratios

38

MR EREE BN RBEER )

EXEE(HE)
AEBRAEFAABLREREENE
N MERBELLRTHALRE SRR AR

RRREAE - AEEREFBRITER
REMER - BRESAEBEEEDRRA

ANEEEm ZFAERD - AREZHERR
MBAEKFZERABLER - RERHE

as at the balance sheet dates were as follows: ZEKRAGEENT :
Group rEE

31 December 30 June
2010 2009
201045 20094
12A31H 6H30H
HK$'000 HK$'000
FET FET
Total borrowings R 2,974,267 2,184,237
Total shareholders’ equity AR Rz 4258 2,170,580 1,925,464
Gearing ratio BEARBELEE 137% 113%

The increase in gearing ratio as at 31 December 2010 is resulted
from the unsecured loans from Haitong International Holdings
Limited (formerly known as Hai Tong (HK) Financial Holdings
Limited), the immediate holding company of the Company. Taking
out the above unsecured loans, the Group's gearing ratio as at
31 December 2010 would have been 108%.
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Immediate holding company and ultimate holding
company

At 30 June 2009, the immediate holding company and ultimate
holding company are NWS Holdings Limited and New World
Development Company Limited, which are incorporated in
Bermuda and Hong Kong respectively.

On 21 December 2009, Haitong International Holdings Limited
(formerly known as Hai Tong (HK) Financial Holdings Limited)
acquired approximately 52.86% of the entire issued share capital
of the Company from NWS Holdings Limited. Since then, Haitong
International Holdings Limited, a company incorporated in Hong
Kong, and Haitong Securities Co., Ltd., a company incorporated
in PRC, become the immediate holding company and ultimate
holding company of the Company respectively.

Approval of the financial statements

The financial statements were approved by the board of directors
on 16 March 2011.
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HEEEZRAFARBRRERDQF

2009F 6 A30H + HEEIER AT R
ERAR DR AFEREEER AR K
HARAFERERAAE  EDRRBERERS
PEFEMACSL ©

200912 218 » HBBIBIERER
ARI(AIEER(ES) 2RERBRAR])
FFAEERARARKEAARZHE
BITIEAR452.86% ° Btk - BREERE
RAER AR (REBEMEKL 2 AR RE
BESRHERAD B (A BIGEMMKLZ
NEDPRINABRRR 2 BEEERKR R

RASTEIRACR -
B Rk 2 B4

R BWMECN20MEIF16EREEE
HEAE

SEEREEFEEAERAR ¢ ik 2009/2010
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Ten Years Financial Summary

TEIBRE

For the 18 months ended 31 December 2010

HE2010%12531H 118187
1/7/2009-  1/1/2008- 1/4/2003-
311122010 30/6/2009 31/12/2007 31/12/2006 31/12/2005 3112/200¢ 31/12/2003  31/3/2003 31/3/2002  31/3/2001  31/3/2000  31/3/1999
009 2008F 2003
1A1BE  1R1BE 4R1RZ
108 009 0005 2006F  2005F 0045 2003 2003F 20005 200E  2000F 19995
12B3E  6AF  1ANE 1ANE  NANE AR 12ANE 3ANE 3ANA 3ANE  3FENE 3A31A
HKS'000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS'000  HKS000  HKS'000  HKS000  HKS000  HK$'000
TEn  TEr  TEr  TEr TEr TR TR TR TEr TEr TR TER
RESULTS E+
Revenue WA 1450035 1084604 1465213 726913 390781 366776 245258 273719 270669 403849 560323 343505
OPERATING PROFITALOSS) feRi/ (58) 396827 202058 582362 197689 68663 77919 45881 (40,092 (121614 99243 245576 46,251
Share of profits/llosses) of an associate (LB AR R AR
and jointly-controlled entities EEVEH/(BR) 1718 634 198 252 B 1456 ] (372) (48] 365 541 776
PROFIT/LOSS) BEFORE TAX REHEH/ (B8 398545 208382 BO2560 197941 68,998 79375 45877 (40464 (121662) 99608 246117 47,007
Tax (chargel/credit BEED) /A (53386) (20084  (92329)  (22971)  (6,040) (9,095  (4297) 1033 15860 2801 (30768 (7591
PROFIT/ILOSS) FOR THE 5/ EmER /(BB
PERIOD/YEAR 35150 188328 490231 174970 62,958 70280 41580  (39431) (105802) 102,209 215349 39436
ATTRIBUTABLE T0: WTALERRR
Equity holders of the Company KRARASAA 5795 183974 484847 172325 62,958 70280 41580  (39431) (105802) 103048 216554 39738
Nor-controlling Interests FEHER (636) (bag) 538 2646 - - - - - (839 (1,206) (302)
35150 188328 490231 174970 62,958 70280 41580  (39431) (105802) 102,209 215349 39436
ASSETS, LIABILITES ANDNON- B BER124M
CONTROLLING INTERESTS: %
TOTAL ASSETS eg 1412150 8904160 7771610 4405092 3162524 2793151 2883828 2146237 2032843 2185873 25606861 1909245
TOTAL LIABILITIES L (9,234,813) (6.973302) (59064600 (3,221.400) (2,148,493) (1,806,194 (2,061,376) (1380,096) (1,202,849) (1,225,574) (1,809,964) (1,415,030}
NON-CONTROLLING INTERESTS ~ skfiditigss (6758) (5391 (8660)  (4476) = - - - - - B (1,099
SHAREHOLDERS' FUNDS Rz&s 2170580 1925464 1856490 1179216 1004031 986,957 822452 766,141 829994 960209 694607 493116
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