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Notes to Financial Statements
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31 March 2003 —FZF=4=H=1—H

1. CORPORATE INFORMATION 1. 2AnlEkR

During the year, the Group was involved in the following principal

activities:
» securities and futures contracts broking and trading
* the provision of margin and other financing

» the provision of corporate advisory, placing and underwriting

services
» gold bullion contracts dealing and trading
» the provision of nominee and custodian services
» fund management

» the provision of agency services for savings plans

IMPACT OF NEW AND REVISED STATEMENTS OF
STANDARD ACCOUNTING PRACTICE (“SSAPs”)

The following new and revised SSAPs are effective for the first time

for the current year’s financial statements:

* SSAP 1 (Revised) . “Presentation of financial statements”

* SSAP 11 (Revised) : “Foreign currency translation”

* SSAP 15 (Revised) : “Cash flow statements”

« SSAP 34 : “Employee benefits”

These SSAPs prescribe new accounting measurement and disclosure
practices. The major effects on the Group’s accounting policies and on
the amounts disclosed in these financial statements of adopting these

SSAPs are summarised as follows:

SSAP 1 prescribes the basis for the presentation of financial statements
and sets out guidelines for their structure and minimum requirements
for the content thereof. The principal impact of the revision of this SSAP
is that a consolidated statement of changes in equity is now presented
on page 77 of the financial statements in place of the consolidated
statement of recognised gains and losses that was previously required

and in place of the Group’s reserves note.
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IMPACT OF NEW AND REVISED STATEMENTS OF
STANDARD ACCOUNTING PRACTICE (“SSAPs”)
(continued)

SSAP 11 prescribes the basis for the translation of foreign currency
transactions and financial statements. The principal impact of the
revision of this SSAP on the consolidated financial statements is that
the profit and loss accounts of subsidiaries and jointly-controlled entities
operating in the People’s Republic of China (the “PRC”) and overseas
are now translated into Hong Kong dollars at the weighted average
exchange rates for the year, whereas previously they were translated at
the exchange rates ruling at the balance sheet date. The adoption of the
revised SSAP 11 has had no material effect on the financial statements.
Further details of this change are included in the accounting policy for

“Foreign currencies” in note 3 to the financial statements.

SSAP 15 prescribes the revised format for the cash flow statement. The
principal impact of the revision of this SSAP is that the consolidated
cash flow statement now presents cash flows under three headings, cash
flows from operating, investing and financing activities, rather than the
five headings previously required. In addition, cash flows from
subsidiaries operating in the PRC and overseas arising during the year
are now translated to Hong Kong dollars at the exchange rates at the
dates of the transactions, or at an approximation thereto, whereas
previously they were translated at the exchange rates at the balance sheet
date. Further details of these changes are included in the accounting
policies for “Cash and cash equivalents” and “Foreign currencies” in

note 3 and in note 34 to the financial statements.

SSAP 34 prescribes the recognition and measurement criteria to apply
to employee benefits, together with the required disclosures in respect
thereof. The adoption of this SSAP has had no material effect on the
financial statements. Further details of the adoption of this SSAP are
included under the heading “Employee benefits” in note 3 and in note
26 to the financial statements. In addition, disclosures are now required
in respect of the Company’s share option scheme, as detailed in note 32
to the financial statements. These share option schemes disclosures are
similar to the Listing Rules disclosures previously included in the Report
of the Board of Directors, which are now included in the notes to the

financial statements as a consequence of the SSAP.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Basis of preparation

These financial statements have been prepared in accordance with Hong
Kong Statements of Standard Accounting Practice, accounting principles
generally accepted in Hong Kong and the disclosure requirements of
the Hong Kong Companies Ordinance. They have been prepared under
the historical cost convention, except for the periodic remeasurement

of equity investments, as further explained below.

Basis of consolidation

The consolidated financial statements include the financial statements
of the Company and its subsidiaries for the year ended 31 March 2003.
The results of subsidiaries acquired or disposed of during the year are
consolidated from or to their effective dates of acquisition or disposal,
respectively. All significant intercompany transactions and balances

within the Group are eliminated on consolidation.

Subsidiaries

A subsidiary is a company whose financial and operating policies the
Company controls, directly or indirectly, so as to obtain benefits from

its activities.

The results of subsidiaries are included in the Company’s profit and
loss account to the extent of dividends received and receivable. The
Company’s interests in subsidiaries are stated at cost less any impairment

losses.

Joint venture companies

A joint venture company is a company set up by contractual arrangement,
whereby the Group and other parties undertake an economic activity.
The joint venture company operates as a separate entity in which the

Group and the other parties have an interest.

The joint venture agreement between the venturers stipulates the capital
contributions of the joint venture parties, the duration of the joint venture
and the basis on which the assets are to be realised upon its dissolution.
The profits and losses from the joint venture company’s operations and
any distributions of surplus assets are shared by the venturers, either in
proportion to their respective capital contributions, or in accordance

with the terms of the joint venture agreement.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Joint venture companies (continued)
A joint venture company is treated as:

(a) a subsidiary, if the Company has unilateral control, directly or

indirectly, over the joint venture company;

(b) ajointly-controlled entity, if the Company does not have unilateral
control, but has joint control, directly or indirectly, over the joint

venture company;

(c) anassociate, if the Company does not have unilateral or joint control,
but holds, directly or indirectly, generally not less than 20% of the
joint venture company’s registered capital and is in a position to

exercise significant influence over the joint venture company; or

(d) along term investment, if the Company holds, directly or indirectly,
less than 20% of the joint venture company’s registered capital and
has neither joint control of, nor is in a position to exercise significant

influence over, the joint venture company.

Jointly-controlled entities

A jointly-controlled entity is a joint venture company which is subject
to joint control, resulting in none of the participating parties having
unilateral control over the economic activity of the jointly-controlled
entity.

The Group’s share of the post-acquisition results and reserves of jointly-
controlled entities is included in the consolidated profit and loss account
and consolidated reserves, respectively. The Group’s interest in its jointly-
controlled entity is stated in the consolidated balance sheet at the Group’s
share of net assets under the equity method of accounting, less any

impairment losses.

Goodwill

Goodwill arising on the acquisition of subsidiaries represents the excess
of the cost of the acquisition over the Group’s share of the fair values of

the identifiable assets and liabilities acquired as at the date of acquisition.

Goodwill arising on acquisition is recognised in the consolidated balance
sheet as an asset and amortised on the straight-line basis over its estimated

useful life of 20 years.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Goodwill (continued)

SSAP 30 “Business combinations” was adopted as at 1 April 2001.
Prior to that date, goodwill arising on acquisitions was eliminated against
consolidated reserves in the year of acquisition. On the adoption of
SSAP 30, the Group applied the transitional provision of SSAP 30 that
permitted such goodwill to remain eliminated against consolidated
reserves. Goodwill on acquisitions subsequent to 1 April 2001 is treated

according to the SSAP 30 goodwill accounting policy above.

On disposal of subsidiaries or jointly-controlled entities, the gain or
loss on disposal is calculated by reference to the net assets at the date of
disposal, including the attributable amount of goodwill which remains
unamortised and any relevant reserves, as appropriate. Any attributable
goodwill previously eliminated against consolidated reserves at the time
of acquisition is written back and included in the calculation of the gain

or loss on disposal.

The carrying amount of goodwill, including goodwill remaining
eliminated against consolidated reserves, is reviewed annually and
written down for impairment when it is considered necessary. A
previously recognised impairment loss for goodwill is not reversed unless
the impairment loss was caused by a specific external event of an
exceptional nature that was not expected to recur, and subsequent
external events have occurred which have reversed the effect of that

event.

Related parties

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

corporate entities.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of assets

An assessment is made at each balance sheet date of whether there is
any indication of impairment of any asset, or whether there is any
indication that an impairment loss previously recognised for an asset in
prior years may no longer exist or may have decreased. If any such
indication exists, the asset’s recoverable amount is estimated. An asset’s
recoverable amount is calculated as the higher of the asset’s value in use

or its net selling price.

An impairment loss is recognised only if the carrying amount of an
asset exceeds its recoverable amount. An impairment loss is charged to
the profit and loss account in the period in which it arises, unless the
asset is carried at a revalued amount, when the impairment loss is
accounted for in accordance with the relevant accounting policy for

that revalued asset.

A previously recognised impairment loss is reversed only if there has
been a change in the estimates used to determine the recoverable amount
of an asset, however not to an amount higher than the carrying amount
that would have been determined (net of any depreciation/amortisation),
had no impairment loss been recognised for the asset in prior years. A
reversal of an impairment loss is credited to the profit and loss account
in the period in which it arises, unless the asset is carried at a revalued
amount, when the reversal of the impairment loss is accounted for in

accordance with the relevant accounting policy for that revalued asset.

Fixed assets and depreciation

Fixed assets are stated at cost less accumulated depreciation and any
impairment losses. The cost of an asset 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
fixed assets have been put into operation, such as repairs and
maintenance, is normally charged to the profit and loss account 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 the
fixed asset, the expenditure is capitalised as an additional cost of that

asset.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Fixed assets and depreciation (continued)

Depreciation is calculated on the straight-line basis to write off the cost
of each asset over its estimated useful life. The principal annual rates

used for this purpose are as follows:

Leasehold land A 1
Buildings M

Leasehold improvements FEYISEHE
Furniture, fixtures and equipment FRARL ~ 2 R s i
Computer equipment GH B

Motor vehicles U

The gain or loss on disposal or retirement of a fixed asset recognised in
the profit and loss account is the difference between the net sales

proceeds and the carrying amount of the relevant asset.

Intangible assets

Intangible assets, representing eligibility rights to trade on or through
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
and Hong Kong Futures Exchange Limited (the “Futures Exchange”),
are stated at cost less accumulated amortisation and any impairment

losses.

Amortisation is calculated on the straight-line basis over a period of 10

years to write off the cost of the rights.

Other assets

Other assets held on a long term basis are stated at cost less any

impairment losses on an individual asset basis.

Long term investments

Long term investments are non-trading investments in listed and unlisted

equity securities intended to be held on a long term basis.

Listed securities are stated at their fair values on the basis of their quoted
market prices at the balance sheet date, on an individual investment
basis. Unlisted securities are stated at their estimated fair values, on an

individual basis.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Long term investments (continued)

The gains or losses arising from changes in the fair values of securities
are dealt with as movements in the long term investment revaluation
reserve, until the securities are sold, collected, or otherwise disposed
of, or until the securities are determined to be impaired, when the
cumulative gain or loss derived from the securities recognised in the
long term investment revaluation reserve, together with the amount of
any further impairment, is charged to the profit and loss account in the

period in which the impairment arises.

Short term investments

Short term investments are investments in equity securities held for
trading purposes and are stated at their fair values on the basis of their
quoted market prices at the balance sheet date, on an individual
investment basis. The gains or losses arising from changes in the fair
values of securities are credited or charged to the profit and loss account

in the period in which they arise.

Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash and cash
equivalents comprise cash on hand and demand deposits, and short term
highly liquid investments which are readily convertible into known
amounts of cash and which 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.

Prior to the adoption of the revised SSAP 15 during the year, as explained
in note 2 to the financial statements, cash equivalents in the consolidated
cash flow statement also included advances from banks repayable within
three months from the date of advance, in addition to bank overdrafts.
This change in definition has resulted in a prior year adjustment relating
to bank loans, further details of which are included in note 34 to the

financial statements.

For the purpose of the balance sheet, cash and bank balances comprise
cash on hand and at banks, including term deposits, which are not

restricted as to use.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Deferred tax

Deferred tax is provided, using the liability method, on all significant
timing differences to the extent it is probable that the liability will
crystallise in the foreseeable future. A deferred tax asset is not recognised

until its realisation is assured beyond reasonable doubt.

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:

(a) from the sale of long and short term investments, on the transaction

dates when the relevant contract notes are executed;

(b) commissions and brokerage income on dealing in securities, futures,
options and gold bullion contracts and the profit and loss on trading
in securities, futures, options and gold bullion contracts, on the

transaction dates when the relevant contract notes are executed;

(c) consultancy and financial advisory fees, placing, underwriting and
sub-underwriting commissions, and commission income from the
sale of savings plans, on an accrual basis in accordance with the

terms of the underlying agreements;

(d) income from fund management, custodian and handling services,

in the period in which such services are rendered;

(e) interest income, on a time proportion basis taking into account the

principal outstanding and the effective interest rate applicable; and

(f) dividend income, when the shareholders’ right to receive payment
has been established.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Employee benefits
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

year by the employees and carried forward.

Prior to the adoption of SSAP 34 during the year, as explained in note 2
to the financial statements, the Group did not accrue for paid annual
leave carried forward at the balance sheet date. This change in accounting
policy has had no material effect on the prior year’ financial statements.

Further details are included in note 26 to the financial statements.
Employment Ordinance long service payments

Certain of the Group’s employees have completed the required number
of years of service to the Group in order to be eligible for long service
payments under the Hong Kong Employment Ordinance in the event of
the termination of their employment. The Group is liable to make such
payments in the event that such a termination of employment meets the

circumstances specified in the Employment Ordinance.

A contingent liability is disclosed in respect of possible future long
service payments to employees, as a number of current employees have
achieved the required number of years of service to the Group, to the
balance date, in order to be eligible for long service payments under the
Employment Ordinance if their employment is terminated in the
circumstances specified. A provision has not been recognised in respect
of such possible payments, as it is not considered probable that the
situation will result in a material future outflow of resources from the

Group.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Retirement benefits 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
profit and loss account 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.

Share option schemes

The Company operates share option schemes for the purpose of
providing incentives and rewards to eligible participants who contribute
to the success of the Group’s operations. The financial impact of share
options granted under the share option schemes is not recorded in the
Company’s or the Group’s balance sheet until such time as the options
are exercised, and no charge is recorded in the profit and loss account
or balance sheet for their cost. Upon the exercise of share options, the
resulting shares issued are recorded by the Company as additional share
capital at the nominal value of the shares, and the excess of the exercise
price per share over the nominal value of the shares is recorded by the
Company in the share premium account. Options which are cancelled
prior to their exercise date, or which lapse, are deleted from the register

of outstanding options.

Operating leases

Leases where substantially all the rewards and risks of ownership of
assets remain with the lessor are accounted for as operating leases.
Rentals payable under such operating leases are charged to the profit

and loss account on the straight-line basis over the lease terms.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Dividends

Final dividends proposed by the directors are classified as a separate
allocation of retained profits within the capital and reserves section of
the balance sheet, 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 and articles of association grant the
directors the authority to declare interim dividends. Consequently,
interim dividends are recognised immediately as a liability when they

are proposed and declared.

Foreign currencies

Foreign currency transactions are recorded at the applicable exchange
rates ruling at the transaction dates. Monetary assets and liabilities
denominated in foreign currencies at the balance sheet date are translated
at the applicable exchange rates ruling at that date. Exchange differences

are dealt with in the profit and loss account.

On consolidation, the financial statements of subsidiaries and jointly-
controlled entities operating in the PRC and overseas are translated into
Hong Kong dollars using the net investment method. The profit and
loss accounts of subsidiaries operating in the PRC and overseas are
translated into Hong Kong dollars at the weighted average exchange
rates for the year, and their balance sheets are translated into Hong Kong
dollars at the exchange rates at the balance sheet date. The resulting

translation differences are included in the exchange fluctuation reserve.

For the purpose of the consolidated cash flow statement, the cash flows
of subsidiaries operating in the PRC and overseas are translated into
Hong Kong dollars at the exchange rates ruling at the dates of the cash
flows. Frequently recurring cash flows of subsidiaries operating in the
PRC and overseas which arise throughout the year are translated into

Hong Kong dollars at the weighted average exchange rates for the year.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Foreign currencies (continued)

Prior to the adoption of the revised SSAPs 11 and 15 during the year, as
explained in note 2 to the financial statements, the profit and loss
accounts of subsidiaries and jointly-controlled entities operating in the
PRC and overseas and the cash flows of subsidiaries operating in the
PRC and overseas were translated into Hong Kong dollars at the
exchange rates ruling at the balance sheet date. The adoption of the
revised SSAP 11 has had no material effect on the financial statements.
The adoption of the revised SSAP 15 has had no material effect on the

amounts of the previously-reported cash flows of the prior year.

SEGMENT INFORMATION

Segment information is presented by way of two segment formats: (i)
on a primary segment reporting basis, by business segment; and (ii) on

a secondary segment reporting basis, by geographical segment.

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

of the business segments are as follows:

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

bullion contracts broking and dealing;

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

respectively;

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

services;

Gl

=

the trading and investment segment engages in investment holding,
and proprietary trading on securities, futures, options and gold

bullion contracts; and

(e) the others segment comprises fund management, the provision of

custodian and handling services, and the sale of savings plans.
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4. SEGMENT INFORMATION (continued) 4. HER E)
In determining the Group’s geographical segments, revenues and results B A ) Z [ 4y I > WA RCERRTIIRB P 2
are attributed to the segments based on the location of the customers, P BT A > & ENIE EZ AL E T
and assets are attributed to the segments based on the location of the Fwie L
assets. YRR 2 G REGEDL B R TS E A
Intersegment transactions are conducted with reference to the prices B o

charged to third parties.

(a) Business segments (a) N
The following tables present revenue, profit/(loss) and certain asset, T RPN AL I HEH B Z WA » W, (ETH)
liability and expenditure information for the Group’s business KT HE - AKX -
segments.
Group
AL
Margin Corporate
financing advisory,
and money placing and Trading and
Broking lending  underwriting investment Others Eliminati Consolidated
TR S H¥E
REEH Rtk AR BH Bebe¥ T s Bh
2003 HK$°000 HKS$’000 HKS$’000 HKS$’000 HK$000 HK$000 HK$°000
CRREA T Ti#n T T Tibn T T
Segment revenue: SR ¢
Sales to external customers  SHETIMREF 133,735 92,838 38,924 (958) 9,240 = 273,779
Intersegment sales Ao 8 1,663 4,136 - - 378 (6,177) -
Total At 135,398 96,974 38,924 (958) 9,618 (6,177) 273,779
Segment results SH kAR (22,680) (5,948) 8,361 (2,294) (1,723) - (24,284)
Loss on disposal of a B — 3 e (415)
jointly-controlled entity BEATZIEH
Unallocated expenses AT Z (15,393)
Loss from operating REEBER (40,092)
activities
Share of losses of jointly- JREAl 6 [ P e - - - - (372 = (372
controlled entities BEATZIEH
Loss before tax FRALHI R 1R (40,464)
Tax B 2,220
Net loss from ordinary IR SRR H % (38,244)
activities attributable FBPER

to shareholders
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4. SEGMENT INFORMATION (continued) 4. HWEP &)
(a) Business segments (continued) (a) FEH ()
Group
AL
Margin Corporate
financing advisory,
and money placing and Trading and
Broking lending  underwriting investment Others  Eliminati Consolidated
TR fie N HH
RERH Rtk R R A8 BB% ety Hish e
2002 HK$°000 HK$°000 HK$°000 HK$°000 HKS$°000 HK$°000 HK$°000
SRR T T T T T T T
Segment revenue: SRR ¢
Sales to external customers S FAMKE P 116,336 113,485 28,410 1,677 10,761 = 270,669
Intersegment sales B G 915 5,016 = - 292 (6,223) -
Total At 117,251 118,501 28,410 1,677 11,053 (6,223) 270,669
Segment results ViiES (36,400) (58,384) 432 (5,015) (2,481) - (101,848)
Loss on disposal of a H s — T v P -
jointly-controlled entity BRARZIER
Unallocated expenses RATECR L (19,766)
Loss from operating R ERER (121,614)
activities
Share of losses of a jointly-  HEff— 3 il Pl = = = = (48) = (48)
controlled entity BEAFZIEHE
Loss before tax B i 45 (121,662)
Tax BiIH 3,408
Net loss from ordinary B SRREA H % (118,254)
activities attributable FHPEH
to shareholders
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4. SEGMENT INFORMATION (continued)

(a) Business segments (continued)

2003
“RREE
Segment assets

Interest in a jointly-
controlled entity

Unallocated assets

Total assets

Segment liabilities

Unallocated liabilities

Total liabilities

Other segment information:
Depreciation

Amortisation of
intangible assets

Provision for doubtful debts
Capital expenditure

Unrealised losses on
revaluation of short term
listed investments, net

S B

TP R P
AR 2R

RATH

SRR
RATEA

Maf

FoA g R ¢
i
ST W

R
AR
Eilyar A

BEZRES
Tt > T

Broking

U
HKS$°000
T

1,150,738

(1,043,100)

16,712
813

11,695

Margin
financing
and money
lending
fHRA £
Rstak
HK$000
T

1,401,886

827,377)

3,574

31,740
589
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4. HER E)
(a) BB (%)

Corporate
advisory,
placing and
underwriting
Ak
LA R AL g
HKS$’000
T#L

84,346

(36,801)

1,525

1,150
737

Group
AL

Trading and
investment
H¥

.33
HKS$’000
T

168,907

(179312)

25

15

1,104

Others

Jtfy
HK$°000
T#E

16,722
546

(3.998)

26

76

Fliminati

Consolidated

]
HK$°000
T

(714,925)

714,925

&R
HKS$°000
T#L

2,107,674
546

22,676

2,130,896

(1,375,663)
(357)

(1,376,020)

21,862
813

32,800
13,112

1,104
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4. HWEP &)
(a) EHS (%)

4. SEGMENT INFORMATION (continued)

(a) Business segments (continued)

(b

=

Group
A%
Margin Corporate
financing advisory,
and money placing and Trading and
Broking lending  underwriting investment Others  Eliminati Consolidated
FFRASE fiert N HH
RERH Rtk R R A8 ) S48 Jefb fis 458
2002 HK$°000 HK$°000 HKS$’000 HKS$’000 HK$°000 HK$°000 HK$°000
SRR T T T T T T T
Segment assets VA 779,383 1,609,845 63,875 195,146 9,973 (666,108) 1,992,114
Interest in a jointly- i PTECT 3N - - - - 1,902 - 1,902
controlled entity W Z KR
Unallocated assets RAMEE 20,756
Total assets g 2,014,772
Segment liabilities A (22,720)  (42223) (4788 (169.480) (3,056 666,108 (1,196,159
Unallocated liabilities RATEE (1,071)
Total liabilities R (1,197,230)
Other segment information: ~ HAU/M LR} :
Depreciation b 12,490 5,371 1,020 26 106 - 19,013
Amortisation of eI B e 795 = = = = = 795
intangible assets
Provision for R - 75,101 - - - - 75,101
doubtful debts
Capital expenditure AR 25,227 8,805 2,127 193 778 - 37,130
Unrealised losses on AR B
revaluation of short term BB ALD
listed investments, net JEH > - - - 4,576 - = 4,576

Geographical segments

(b) Halm sy

I ASE I 90% 2 WA ~ 4 B ¥ e TR F A
W ZIE ) > O e 25 A b [ 434

No further geographical analysis is presented as over 90% of the
Group’s revenue, results and assets are derived from activities in

Hong Kong.
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5. TURNOVER 5.

Turnover represents commissions and brokerage income on dealing in
securities, futures, options and gold bullion contracts; interest income
from margin and other financing; consultancy and advisory fees;
commissions earned from share placing, underwriting and sub-
underwriting; income from the provision of custodian and handling
services; income from fund management; profit and loss on trading in
securities, futures, options and gold bullion contracts; dividend income

from investments; and commission income from the sale of savings

BEM

BB H MR N T R SR HAR
Wits - WIRER S BN e RBLBA - FREHL
ftufif ERRIALEMON ~ BB st BN ~ BT
A8 S o EEH PR Z T ~ FRBEORAT S BH IR 2
WA~ BEEAF IO - KBRS - I - I
Bt A2 ek - BRI AL R
G e AN

BZE R NG N <
plans, after elimination of all significant intra-group transactions.
Revenue from the following activities has been included in turnover:
2003 2002
HK$°000 HK$°000
—xg=f —xRi
T T
Securities dealing and broking: RO H AR AT
Commission on securities dealing HEw 2 e 99,209 95,801
Futures dealing and broking: 65 B R AL
Commission on dealing in futures/options/ HE I IR 34,432 20,465
rolling forex/commodities H Y RE T i 2 A1 4
Interest income: FEIA -
Margin and other financing I B A £ 92,838 113,485
Corporate finance and advisory: A LRl Mk
Consultancy and advisory fee income R e vt e WA 25,233 15,756
Placing, underwriting and sub-underwriting [T K ))& K| 13,691 12,654
commission ik
Gold bullion contracts dealing: HEAHEE
Commission on gold bullion contracts dealing HEESAHZME 94 70
Income earned from the provision of nominee PRBEARBE N B AR M s
and custodian services: ZHA -
Custodian and handling service fees PR B ot B e 7 4,711 4,628
Fund management: R
Commission on subscription and redemption i % e R 4 2 3
of shares of a mutual fund ey Z A48
Management income HEA 179 52
Performance income ESTLIUN 6 -
Income from proprietary trading: Ek=3-¥- P4 /U NE
Loss on securities trading HE R H (2,869) (1,957)
Dividend income JE B A 970 2,643
Profit on futures, options and gold bullion HEINE SRR
contracts trading, net B2 WA - FH 941 991
Commission income from the sale of savings plans PGl A w2 A 4,342 6,078
273,779 270,669
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6. LOSS FROM OPERATING ACTIVITIES 6. HEXHEH
The Group’s loss from operating activities is arrived at after A ) 2 S R AR T B GEN) R A& TE AR
charging/(crediting): i -
Notes 2003 2002
FiF st HK$°000 HK$°000
—xg=f —x2i
T T
Depreciation e 13 21,862 19,013
Amortisation of intangible assets * T 2 g * 14 813 795
Minimum lease payments under operating leases: R A 2 B A 4
ARIH
Land and buildings e b e b 20,538 23,654
Computer equipment B 16,055 13,493
Auditors’ remuneration A% 4 1,550 1,504
Staff costs (including directors’ BIEAR (BfHEFmE—
remuneration (note 7)): (FiwE7)) =
Salaries and wages FHEKTE 91,983 132,074
Commission and bonuses 4 KABAL 21,469 20,367
Pension scheme contributions AT AR 3,252 4,995
Less: Forfeited contributions ** W ALK (619) (554)
Net pension scheme contributions NEE AR 2,633 4,441
116,085 156,882
Provision for doubtful debts SRR R 32,890 75,101
Bad debts written off SR A8 263 170
Interest expense for securities broking and margin BB R I BRI AT A R
financing operations: ZFBBX
On bank loans and overdrafts SRAT R B 5 14,666 22,664
On other loans HAb % 1,275 2,446
On loans from related companies FEL A W] Bk 1,514 1,639
Loss on disposal of a jointly-controlled entity A — Mk R A 415 =
el i
Loss on disposal of fixed assets HH B P e = M AR 3,096 188
Unrealised losses on revaluation of short term T2 1,104 4,576
investments, net REBEE > T
Exchange gains, net [ S 18 - 3 412) (111)
Dividend income from listed investments EieE Z BB (970) (2,643)
Interest income FEWA (98,332) (120,719)
* The amortisation of intangible assets for the year is included in “Other * AR TG B WY B BIER A1 A [ AL
operating expenses”’ on the face of the consolidated profit and loss account. By | o
**The amount of forfeited contributions available to reduce contributions in ok AR = = [ BRI AT TR
Sfuture years at 31 March 2003 was not material. Vi 8 R Y
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7. DIRECTORS’ REMUNERATION

Directors’ remuneration, disclosed pursuant to the Rules Governing the

Listing of Securities on The Stock Exchange of Hong Kong Limited

7. W4

VLR R AR A v 15 22 2 P A BR A vl s 2 b i s Bl e
TG 55 16 110 2 KL 43 0 2 T < 2 AW

and Section 161 of the Companies Ordinance, is as follows:

Group
AR
2003 2002
HK$°000 HKS$’000
s —EEA
T Tt
Fees: 4
Executive directors HITHER 863 1,125
Non-executive directors BT SR 750 958
Independent non-executive directors LI T E 250 375
1,863 2,458
Other emoluments: A 4
Executive directors: HATES
Salaries, allowances and benefits in kind Fi4 ~ HA K EYA R 9,526 10,584
Performance related bonuses TRRBM B ABAL = 882
Pension scheme contributions AR 60 555
9,586 12,021
11,449 14,479
The number of directors whose remuneration fell within the following EHEMASZ HEN T :
bands is as follows:
Number of directors
F YN
2003 2002
—pp B =
Nil to HK$1,000,000 ZWICE 1,000,000 ¥ 10 10
HK$1,000,001 to HK$1,500,000 1,000,001 #IEZ 1,500,000 T 2 1
HK$1,500,001 to HK$2,000,000 1,500,001 #7C% 2,000,000 #C 1 1
HK$2,000,001 to HKS2,500,000 2,000,001 #IGZ 2,500,000 #IT - 1
HK$2,500,001 to HK$3,000,000 2,500,001 #IGZ 3,000,000 #IT 2 -
HK$3,000,001 to HK$3,500,000 3,000,001 #ICE 3,500,000 #t - 2

There was no arrangement under which a director waived or agreed to

AR P S AR AT ] e R o [F) R TE OAT:

waive any remuneration during the year. a4 -
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FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees of the Group during the year included
four (2002: four) directors, details of whose remuneration are set out in
note 7 above. Details of the remuneration of the remaining one (2002:

one) non-director, highest paid employee are as follows:

Salary, allowances and benefits in kind Fidx ~ RS E A 25

Pension scheme contributions AREEHEK

The remuneration of the non-director, highest paid employee fell within
the band of HK$2,000,001 to HK$2,500,000 (2002: HK$1,500,001 to
HK$2,000,000).

TAX

Hong Kong profits tax has been provided at the rate of 16% (2002:
16%) on the estimated assessable profits arising in Hong Kong during
the year. Taxes on profits assessable elsewhere have been calculated at
the rates of tax prevailing in the countries in which the Group operates,
based on existing legislation, interpretations and practices in respect
thereof.

Notes to Financial Statements #%5# %Kt # // 101

Tt F R Z e R

AR AL LA H SRR EE BiEN 4 (CFF
AR ) H S S 2 R B RE7IRS -
B % CEFF AR ) BRI FREE Z M
EWIIWTE

Group

AR
2003 2002
HK$°000 HK$°000
TRRAE e == a3
T T
2,129 1,628
12 -
2,141 1,628

bR E IR Z M4 F2,000,001 L E
2,500,000 0 (ZFF A4 : 1,500,001 L E
2,000,000 7C) °

Be

TR AL T AR A B AL A U T A A R R i
FlFZ16% (T AR : 16%) BN M o A3
i i 22 R ORI 4550 R 8 A 2 B 458 7 S S 2 I R B
FTEEB ~ R RARB - 38 2 BATBLRGHT -

2003 2002
HK$’000 HKS$’000
“pp=s —EE—g
Tt T
Group: ASEH
Provision for tax in respect of profit for the year: TRARAE JEE A Hh 2 BETEAB A
Hong Kong o = 263
Mainland China o I R 65 68
Overseas Ah - 101
Overprovision in prior years AR PE 2 AR (2,285) (3,840)
Tax credit for the year A4 PRI vl 48 (2,220) (3,408)
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10. NET LOSS FROM ORDINARY ACTIVITIES

11.

12.

ATTRIBUTABLE TO SHAREHOLDERS

The net loss from ordinary activities attributable to shareholders for the
year ended 31 March 2003 dealt with in the financial statements of the
Company was HK$56,111,000 (2002: HK$35,695,000).

10. JBeSCHEAN H 8 SR8 i 4

BRECRB=EZH=1—HIERE » KA T B
Fe R B2 B R REAN H 4 SR B 1H 56,111,0009 70
(ZFF A £ 35,695,000878) ©

DIVIDEND 11. A
2003 2002
HK$°000 HK$°000
—RR=UE —RRag
T Tt
Interim — HK 1 cent (2002: HK1 cent) R e B, — AR B AR 1 Wl 4,757 4,866
per ordinary share (ZFRTAE - 1340)
LOSS PER SHARE 12. 8B

The calculation of basic loss per share is based on the net loss attributable
to shareholders for the year of HK$38,244,000 (2002: net loss of
HKS$118,254,000), and the weighted average of 477,337,009 (2002:
486,322,315) ordinary shares in issue during the year.

Diluted loss per share amounts for the years ended 31 March 2003 and
2002 are not presented as there was no dilutive effect on the basic loss
per share during these years. The outstanding share options and the
warrants of the Company, which lapsed during the year, would not have
resulted in the issue of ordinary shares for less than fair value, as their
exercise price was above the average market price of the Company’s
shares during the two years.
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13. FIXED ASSETS

Cost:
At beginning of year
Additions
Disposals

Exchange realignment

At 31 March 2003

Accumulated depreciation:
At beginning of year
Provided during the year

Disposals

At 31 March 2003

Net book value:

At 31 March 2003

At 31 March 2002

A
)
wH
Hy
It
RoRg=k
=ZA=+—H
B -
)
R
Hy
RoEE=
A=t
e -

RoRR=H
ZA=+—H

S
=A=t—H
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13. [
Group
A
Leasehold Leasehold Furniture,
land and improve- fixtures and Computer Motor

buildings ments equipment equipment vehicles Total
HK$°000 HKS$’000 HKS$’000 HKS$000 HKS$000 HK$°000

LilER) L PR~ HeE
B LSS0 e B g it
T THn T T T T
4,397 44,094 26,277 47,844 5,580 128,192
- 3,117 2,385 7,318 292 13,112
- (3,939) (582) (280) - (4,801)
- 4 1 - - 5
4,397 43,276 28,081 54,882 5,872 136,508
482 23,723 17,403 26,599 3,106 71,313
110 6,446 2,857 11,323 1,126 21,862
= (1,070) (347) (280) = (1,697)
592 29,099 19,913 37,642 4,232 91,478
3,805 14,177 8,168 17,240 1,640 45,030
3915 20,371 8,874 21,245 2,474 56,879
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FABS R M 5T
13. FIXED ASSETS (continued) 13. BEE A (5)
Company
AR
Leasehold Leasehold Furniture,
land and improve- fixtures and Computer Motor
buildings ments equipment equipment vehicles Total
HK$°000 HK$°000 HK$°000 HK$’000 HK$°000 HK$°000
e % AR~ R
Rt LB 31 Rkt R A HH it
BRT BRI BRI BRI T T
Cost: B :
At beginning of year ) 2,483 24,599 12,031 142 5,580 44,835
Additions RE - 1,197 354 46 - 1,597
Disposals e = (3.939) (144) = = (4,083)
At 31 March 2003 R_BR=4 2,483 21,857 12,241 188 5,580 42,349
=ZA=+—H
Accumulated depreciation: BRI
At beginning of year R 157 5,656 3,388 44 3,106 12,351
Provided during the year LNE g 62 5,107 2,410 37 1,116 8,732
Disposals H& = (1,071) 42) = = (1,113)
At 31 March 2003 RERF=4E 219 9,692 5,756 81 4,222 19,970
ER=E—l
Net book value: MR T v =
At 31 March 2003 /A St 2,264 12,165 6,485 107 1,358 22,379
ER=—L
At 31 March 2002 R_TR 4 2,326 18,943 8,643 98 2,474 32,484
Ef=A—0
The Group’s leasehold land and buildings included above are held under e P A A ] > L A S A T 3T AR AR
the following lease terms: A
Mainland
Hong Kong China Total
HKS$’000 HK$°000 HK$°000
s LT PN it
T T Fitoc
At cost: FRIRAMA -
Medium term leases rp I AH 1,914 - 1,914
Long term leases RHME 1,178 1,305 2,483
3,092 1,305 4,397
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14.

15.

INTANGIBLE ASSETS

Cost:

At beginning of year and 31 March

Accumulated amortisation:
At beginning of year
Provided during the year

At 31 March

Net book value:

At 31 March

OTHER ASSETS

At cost:
Deposits with the Stock Exchange:
Compensation fund
Fidelity fund

Dealers’ deposit with the Securities and
Futures Commission

Stamp duty deposit

Contributions to The Central Clearing and
Settlement System Guarantee Fund

Admission fee paid to Hong Kong
Securities Clearing Company Limited

Special deposit paid to The SEHK Options
Clearing House Limited

Reserve fund with The SEHK Options
Clearing House Limited

Deposit with the Compensation Fund of
the Futures Exchange

Deposit with HKFE Clearing Corporation
Limited in contribution to the reserve fund

Cost of membership for a seat at The Chinese
Gold and Silver Exchange Society

Compensation fund paid to The Shenzhen
Stock Exchange Co., Ltd.

Settlement Risk Fund paid to The Shanghai
Securities Central Clearing & Registration
Corporation

Club debentures
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14. P &R

2003
HK$°000
SRR AR
T
BRAR
EMRR=HA=1+—H 8,131
Rty -
AR 1,286
AR Y HEA 813
=A== 2,099
WR T FHA -
W=A=1+—H 6,032
15. A ¥ A
2003
HK$°000
SRR
Tilbio
FRIBAME
TR Bt 2 ¥4
A S 309
HRRE 4 300
i Sie LN S =R 350
R 5 B4
ENfeBiik 4 250
Bk T P YL A A R R R Bt 1,960
Pt 54
TP HBHREGEARAF Z 300
VN5
AT WS T 622 5 P S01HE 45 5 i 500
R R Z KBl 4
WIS 22 5 P IRE RS S 1,500
PR A R Z ft i 4
TR AR P A e 4 2 e 100
A 455 R A R e 4 2,101
24
B EIREE 50 TR AR 350
N TFERIFHHFRZ DA RARZ 300
IRt AL 4
NT LB P RBAAEARZ 387
A WA BB 3 ] i 4
Llie 368
9,075

Group
G

Group
AL

2002
HK$°000
S
T

8,131

491
795

1,286

6,845

2002
HK$°000
=l
T

300
300
350

500
600

300

500

1,500

100

1,500

350

300

387

368

7,355
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16. INTERESTS IN SUBSIDIARIES

Unlisted shares, at cost
Due from subsidiaries

Due to subsidiaries

16. K E 2 F) 2 b2k

FE LBty > HRBANE
JREWAC I S 2 vl 2 3k
JRE AR B I 2 W] 2 Ak

The amounts due from subsidiaries are unsecured, interest-free, except
for an amount of HK$145,796,000 (2002: HK$75,999,000) which bears

interest at the Hong Kong dollar prime rate per annum, and have no

fixed terms of repayment.

The amounts due to subsidiaries are unsecured, interest-free and have

no fixed terms of repayment.

Particulars of the subsidiaries are as follows:

CM Tai Fook China Investment
Fund Limited (Formerly Tai Fook
China Growth Fund Limited)

PR b B A R A R
(HITAR A B3 Rk 5 B2 )

E-Wealth Club Limited
Alsr A R AF

Ocean Pilot Investments Limited

Prosper Ideal Limited
A IRAE

Tai Fook (BVI) Limited

Tai Fook Asset Management Limited

A A BT PR A W]

Tai Fook Asset Management
Nominees Limited

R A BB AT PR A ]

Tai Fook Bullion Limited
KIE&HEARAF

Place of
incorporation/
registration and
operations
RE L B

kg ik

Cayman
Islands

bH 2R

Hong Kong
s

British Virgin
Islands

T I
Hong Kong
s

British Virgin
Islands

T T
Hong Kong
s

Hong Kong
ERlE

Hong Kong
R

Nominal value

of issued ordinary/
registered

share capital
CERATYER

s A FBE AR 2 5 1

US$0.02
0.023£70

HK$1,000,000
1,000,000% 70

USS$1
IEn

HKS$2
2%

HK$11,576
11,576% 70

HK$7,000,000
7,000,000 7C

HKS$2
2¥TT

HK$7,000,000
7,000,000 70
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2003
HK$°000
—RR=A
THE
105,377
312,811

(84,034)

334,154

Company
A4
2002
HK$°000
TRRAE
T

105,377
336,968
(53,401)

388,944

%% HE WS B TS A R0 145,796,000 70 (ZBF 4R ¢
75,999,000% 71) = K TE JE 4235 0 £ 1 AAE A R 51 E
A > FEMSC B B 2 W) 22 K T SRR ~ S e i

JREASS I g 2 W) -k JEL T IR AT~ i T B [ R

FifJag o 7] 2 FEAIRAIANF

Percentage of
equity attributable

to the Company
AR B AN Z JBAS T 43 b
Direct Indirect
HE EES
= 100
= 100
= 100
= 100
100 -
= 100
= 100
= 100

Principal activities

> 5

Dormant

LB -E

Club association

AL

Investment holding

Erd il

Investment holding

Erd il

Investment holding

Erd il

Investment holding
and asset management

PR P S e e B

Proprietary trading
of derivative products

R Z HEHE

Gold bullion contracts
dealing and trading
WETHHENIS



16. INTERESTS IN SUBSIDIARIES (continued)

Name

Ak

Tai Fook Capital Limited
KA LA LA A

Tai Fook e-wealth club Inc.

Tai Fook Finance Company Limited

R HA AT

Tai Fook Fund Management
Company Limited

Tai Fook Fund Managers Limited

Tai Fook Futures Limited
KA AR

Tai Fook Information Systems Inc.

Tai Fook Information Systems Limited

REE MRS IRA T

Tai Fook Information Technology Inc.

Tai Fook Investment Consultancy
(Shanghai) Company Limited*
KAEHE kB (1) A FRA W

Tai Fook Investment Consultants
Limited

KB A IR AT

Tai Fook Investment Management Inc.

Tai Fook Investment Services Limited

REBEE BT IR AT

Tai Fook Management Consultancy
Limited
R A A S B Y A B )

Place of
incorporation/
registration and
operations

sk L B

Hong Kong
E

British Virgin
Islands

T VLA

Hong Kong
i

Bermuda/
Hong Kong
EAE W

British Virgin
Islands/Hong Kong
B LA W

Hong Kong
A

British Virgin
Islands

e B VE LA R

Hong Kong
A

British Virgin
Islands

i VLA

PRC/

Mainland China
H g, Hi
NG

Hong Kong
i

British Virgin
Islands

B VE LA

Hong Kong
s

Hong Kong
i

16. R EA v Z HERE (40

Nominal value

of issued ordinary/
registered

share capital
TR,
Al A 2 25 i i

HK$10,000,000
10,000,000 75

USS$1
B

HKS$2
(Non-voting
deferred (Note)
HK$100,700,001)
2978 (R RE
ARIENSE (FFik)
100,700,001 #75)

US$12,000
12,0003570

USS$1
IESW

HK$20,000,000
20,000,000 7T

USS$1
IESW

HK$11,000,000
11,000,000 7T

USS$1
B

US$350,000
350,000376

HK$100,000
100,000¥ 70

USS$1
e

HK$42,500,000
42,500,000% 70

HKS$2
2WT0
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Percentage of
equity attributable
to the Company
AR VI EAG Z AT 43 B

Direct Indirect

HE (S

- 100

- 100

- 100

- 100

- 100

- 100

- 100

- 100

- 100

- 100

- 100

- 100

- 100

- 100

Principal activities

B> 373

Provision of corporate
advisory services

e Tl e

Investment holding

Eraceidld

Investment holding,
money lending and
securities trading
B - AR
K2 HE

Fund management

e =gigil

Fund management

e =gl

Futures and options
broking and trading
B LBy

ROAC ST B H

Investment holding
B EB

Provision of information
technology solutions

PERLRERRPL AT T R

Investment holding

Eracecdld

Provision of investment
consultancy services

PGB i o B

Provision of agency
services for savings plans

Pt AR B

Investment holding
B EB

Securities broking
and dealing
KH#

Provision of consultancy
services

A R D
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16. INTERESTS IN SUBSIDIARIES (continued)

Name

AT 4R

Tai Fook Net Inc.

Tai Fook Net Limited
KA A A W]

Tai Fook Nominees Company Limited

RERBAAFRA T

Tai Fook On-line Inc.

Tai Fook On-line Services Limited

KA T+ 4 BB A A

Tai Fook Pegasus China Fund Limited

AR o e 8 B ]

Tai Fook Research Limited
KGR TEA PR 7

Tai Fook Securities Company Limited

KA AT

Place of
incorporation/
registration and
operations

s ML

British Virgin
Islands

e i VAT

Hong Kong
R

Hong Kong
i

British Virgin
Islands

i VAT
Hong Kong
ERlE

Cayman Islands

bH &
Hong Kong
s

Hong Kong
ERlE

*  Represents a wholly foreign-owned enterprise

16. KRB A v Z HE2E (40

Nominal value

of issued ordinary/
registered

share capital
TR

Al B A 2 25 i i

USS$1
IESm

HK$1,000,000
1,000,000% 70

HK$50,000,000
50,000,00037C

USS$1
IESTw

HK$6,000,000
6,000,000%5 7T

HK$0.01
0.01370

HK$1,000,000
1,000,000% 70

HK$200,000,000
200,000,000 75

Note: The non-voting deferred shares carry no rights to dividends, no rights

to attend or vote at general meetings and no rights to receive any surplus

in a return of capital, in a winding-up or otherwise in respect of the

first HK$100,000,000,000,000 thereof.
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Hf

Percentage of
equity attributable
to the Company
ARV AN Z AT 43 B

Direct Indirect

Hi S

- 100

— 100

- 100

- 100

- 100

— 100

- 100

- 100

B S B R A

‘F"h_\‘}:

Principal activities

E >

Investment holding

Eid gl d

Dormant

e

Securities trading

A HE

Investment holding

Erd <l

Provision of electronic
financial services

PRALTE Gl A

Dormant

e

Provision of research
services

PEBEHETENREE

Investment holding,
securities broking and

dealing, margin financing,

provision of placing,
underwriting and
sub-underwriting, and
nominee services

HT -~ AR
B fs - B R g >
VA B AREE N R

JELET AL R A 75 = IR ~ R IREAK

B G EHEGEZHER o I8 SN IR A A
P FZE 100,000,000,000,000 7T 2 AE7 78 Bk

Jg o



17. INTEREST IN A JOINTLY-CONTROLLED ENTITY

Share of net assets JEAS T

Particulars of the jointly-controlled entity are as follows:

Place of

Business incorporation

Name structure and operations
E3l) A

AR AL S
Shanghai SIIC Management Corporate PRC/Mainland
Information Co. Ltd. | China
b EEHEBE BA AR H I, A B

The jointly-controlled entity was newly established during the year and

is indirectly held by the Company.
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17. JA— BG4 Y 2 W) Z A

Group

SR
2003 2002
HK$°000 HK$°000
SRREAR CRRAE
T AR T
546 1,902

— IR R A R Z R IREI T

Percentage of

HAE
Ownership Voting Profit Principal
interest power sharing activity
Hefi Eas T FA 4 B =
50 50 50 Provision of
consultancy
services
SRR I R B

% AL R AR 5 Y A R TSR BT S 3 A 2 ] [l 2
Fif
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18. LONG TERM INVESTMENTS

Group Company
AR AAH
2003 2002 2003 2002
HK$°000 HK$°000 HKS$°000 HK$°000
SRREAE TRRTAR SRR TRRTUE
T T Tt Fite
Listed equity investments in BBz iR #RE
Hong Kong, at market value i fE 27,977 42,086 27,853 41,458
Unlisted equity investment in e \ R 2 I
the PRC, at fair value (Note) bR
HATEE () 3,500 4,597 - -
31,477 46,683 27,853 41,458
Note: The balance represented the promoter foreign shares of Changmao Bio- ek © I ICER FE LY TR A R A (—

chemical Engineering Company Limited, a company listed on the Growth
Enterprise Market Board of the Stock Exchange. Subject to certain re-
strictions on transfer and upon obtaining the requisite approvals from,
among other bodies, the China Securities Regulatory Commission and
the Stock Exchange, the promoter foreign shares may be convertible
into listed H shares and shall thereafter carry the same rights and ob-
ligations of those listed H shares. The promoter foreign shares are not
permitted to be sold within a period of three years from 18 June 2001,
which is due to expire on 17 June 2004.

The investments of the Group are issued by corporate entities.

At the balance sheet date, certain of the listed investments were pledged to
banks to secure certain bank facilities granted to the Company's subsidiaries.

19. LONG TERM LOAN RECEIVABLE

The balance is secured by a 20% unlisted equity interest in a private
enterprise established in the PRC, bears interest at 2.25% per annum,

and is repayable on 15 April 2004.
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18. RMB%

B SE PRI LA A ] ) Z BN SN EIRE - Hid
TR B IRA 2 BRAE > DA e e (KL €0 47 o ]
EH P B RIS T E 1R > BN
IO FTFHR ETTH IR » DR PR i 5 i HRA
A IFHERI R EAE - BENRGAFFRIGHE —FE—
ENH T NHE=AEHH B > I ZFFWYFENH 1L

HEGZ B A i B e

IR 2 B S H 2 A BT

RAESH - bt LR 5 CAEAI TP RAT - DURFFR T AR

LT T Z A T 3RAT R

19. 5Bk

2% 2K Eh — P v [ i A A S 20 A T
JRAHEZS AR OR > AR A2 25 ARG, - R

FRMAEYH 1 H AR -



20. ADVANCES TO CUSTOMERS

Loans to margin clients frR% P Z 5%
Short term loans receivable JRE W 4 Rk
Accrued interests FEFHFE

Less: Provision for bad and doubtful debts W RIS

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

securities margin financing.

The amount of credit facilities granted to margin clients is determined
by the discounted market value of the collateral securities accepted by
the Group. As at 31 March 2003, the total market value of securities
pledged as collateral in respect of the loans to margin clients was
HK$3,766 million (2002: HK$3,396 million).

The short term loans receivable bear interest at commercial interest rates.
Except for an aggregate amount of HK$110,000,000 in the prior year
which was unsecured and was fully repaid during the year, the balances

are secured by listed securities and are repayable within one year.
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20. V% P 23K

Group

SR
2003 2002
HK$°000 HK$°000
SRREAR CRRAE
T AR T
1,015,792 1,184,910
102,731 112,942
6,738 8,285
1,125,261 1,306,137

(82,367) (50,627)

1,042,894 1,255,510

T AIRR)T 2 S0k AR B TG G - 2R
FORMEREUR IR EA ARG, o pi 2 5 R MR )
e B 2 R S M N S R » 0 S e
SR B AT ©

BT HIRE P ZRE L » TR B iy Z Hik
i ZPTEAHH A - R_FF=4F=ZA=1—H >
FRAREFSRZEFKN Z BT ME S
3,766,000,000 #7G (—FZF 4 : 3,396,000,000 %
JL) °

R W ) R Tk G e v SE R R EE RN o R AR AR
110,000,000%5 70 Z S SEHGA > W CURAE N B HADR
Ab > BEERERFEI DL LR SRR A AR > WA —4E N
B o
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21. ACCOUNTS RECEIVABLE 21. HEBcH
Group
SR
2003 2002
HK$°000 HK$°000
SRREAR TRRAE
T T
Accounts receivable arising from the ordinary T H H ST AR v BB DL & T
course of business of dealing in: Ji Bk Z MR K
Securities and equity options transactions: I MR EBINERL 5 -
Clearing houses, brokers and dealers KRR AR ST 82,793 19,362
Cash clients BE%F 28,912 21,646
Futures and options contracts transactions: B RIS IR S -
Clearing house, brokers and dealers KEELIT ~ BA KA T 56,659 75,078
Gold bullion contracts transactions: HWEAHIRS
Brokers B 352 125
Accounts receivable arising from the TE H B8 AR v SR A St
ordinary course of business of the T 5 % L G e P A 2.
provision of corporate advisory, JEWHR K
placing and underwriting services 3,967 3,814
172,683 120,025

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

above balances are all aged within 30 days.

An aged analysis of accounts receivable arising from the ordinary course
of business of the provision of corporate advisory, placing and

underwriting services is as follows:

Within 3 months =WAR
Between 4 and 6 months eV (2]
Between 7 and 12 months LE+ZMEA
Over 1 year A — 4R
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A6 H W SEH AR i 25 2 R SR S IIRERR 5 e A
ZHEWIRK » AR 222 5 HAR WK » M4 H #3%
B Z I8 ~ JUIRE R & B 4028 5 e A 2 B IR
MR > AESTHIRRAN 22 5 AR — K o DL RAE iR iR ik
¥k 30 R o

e H % SEBOMAR o P B A Sty ~ U6 % A 0 IR 5 P

R 2 RO IR B AT I T
2003 2002
HK$’000 HK$°000
SRR S
T T
2,142 2,483
920 500
654 681
251 150
3,967 3,814
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21. ACCOUNTS RECEIVABLE (continued) 21. MEBCIRSX (50
The Group allows a credit period according to relevant business practice. ARG MR O GE TR R - RRYRARE
Credit limits are set for customers. The Group seeks to maintain tight PR o AR 0] S5 AR A R VA MRk A e e o Py e ) DA
control over its outstanding receivables in order to minimise credit risk. TR AR B o 5 B o S A A B RO

Overdue balances are regularly reviewed by management.

22. OTHER RECEIVABLES 292, b WO 2
Group Company
AGL AR
2003 2002 2003 2002
HKS$’000 HKS$°000 HK$°000 HK$°000
Note TRREAE ZRRTUE TRREAE ZRRTUE
Fff ik TH#xL T8 T#0 T8

Prepayments, deposits and NI - TR

other debtors oAt B W R AR 20,686 19,358 3,998 3,696
Due from related companies BRI R Z Rk 23 1,170 1,851 = -
21,856 21,209 3,998 3,696
23. DUE FROM RELATED COMPANIES 23. BN G 2 Rk
The amounts due from related companies are unsecured, interest-free BE LA 5] 2 RS OR BEHET - Ho B N e [ S8 TRk o

and have no fixed terms of repayment.

24. SHORT TERM INVESTMENTS 24. WPE
Group
G
2003 2002
HK$°000 HK$°000
i Erat
T T
Listed equity investments, at market value: B AR > TR
Hong Kong HiE 4,655 8,873
Elsewhere F At b 170 350
Listed debt investment, at market value: b RRE » HiE
Hong Kong Fris - 2,044
4,825 11,267
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25. ACCOUNTS PAYABLE

Accounts payable arising from the ordinary

course of business of dealing in:

Securities and equity options transactions:

Brokers and dealers
Cash clients
Margin clients

Futures and options contract transactions:
Clients

Gold bullion contract transactions:
Broker

Clients

25. HEAH MR

The settlement terms of accounts payable arising from the ordinary
course of business of dealing in securities and equity options transactions
in respect of brokers and dealers and cash clients are two days after the
trade date.

Included in accounts payable to cash clients arising from the ordinary
course of business of dealing in securities and equity options transactions
is an amount of approximately HK$452,209,000 (2002:
HK$284,429,000) representing these clients’ undrawn monies/excess
deposits placed with the Group. The balances are repayable on demand.
No aged analysis is disclosed as, in the opinion of the directors, an aged
analysis is not meaningful in view of the nature of the business of dealing

in securities and equity options.

Accounts payable to margin clients arising from the ordinary course of
business of dealing in securities and equity options transactions are
repayable on demand. No aged analysis is disclosed as, in the opinion
of the directors, an aged analysis is not meaningful in view of the nature

of the business of dealing in securities and equity options.

Accounts payable to clients arising from the ordinary course of business
of dealing in futures, options and gold bullion contracts transactions
are margin deposits received from clients for their trading of futures,
options and gold bullion contracts, respectively. The excesses of the
outstanding amounts over the required margin deposits stipulated are
repayable to clients on demand. No aged analysis is disclosed as, in the
opinion of the directors, an aged analysis is not meaningful in view of

the nature of the business of dealing in futures and options contracts.
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Group
A
2003 2002
HK$°000 HKS$’000
SRR BB
TG SR
A H ¥ B v B BT DL T & 0E
i A 2 REAT R K
W7 R HIRER 5
AT G 609 =
BHERR 573,360 312,193
HFRER 166,849 123,519
W RIS S
%P 124,147 102,646
HEBTHIRY
pgal 238 164
%P 3,501 40
868,704 538,562

RASAL B 22 5y v BBl 4% P AT H %SRBSR AR h 2 R 2
U M S IR AR B B e 2 MEA MR > A SR A
25 HAZRR
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26. OTHER PAYABLES AND ACCRUALS

227/a

28.

Note
Pk

Accruals and other liabilities

JE s ELAT R A AR
JRE A58 R 7L A W] 22 KO 27

Due to related companies

Notes to Financial Statements #%5# % i3 // 115

26. LAl Ak 2 B M £

Group Company
AR AR

2003 2002 2003 2002
HK$’000 HK$’000 HK$’000 HKS$’000
Erasls —2B 4 sl —2B 4
T T Tt AR T
25,292 25,347 3,176 2,417
298 758 298 298
25,590 26,105 3,474 2,715

SSAP 34 was adopted during the year, as explained in note 2 and under
the heading “Employee benefits” in note 3 to the financial statements.
As a result, an accrual is now made at the balance sheet date for the
expected future cost of paid annual leave earned during the year by
employees, which remains untaken by the employees at the balance sheet
date and is permitted to be carried forward and utilised in the following

year.

This change in accounting policy has had no material effect on the

financial statements.

DUE TO RELATED COMPANIES

The amounts due to related companies are unsecured, interest-free and
have no fixed terms of repayment.

LOANS FROM RELATED COMPANIES

The balances in the prior year were unsecured, bore interest at rates
ranging from 2% to 3.5% per annum and were fully repaid during the
year. During the year, interest paid on these loans from related companies
amounted to HK$1,514,000 (2002: HK$1,639,000).

0 S 2 R A R 2 B R 3 [ E A | — i e
Tl HERISE 34 SRRAE I BARA - SRIL - 0B BRI
SR > TGS AR S BG4 R AR B I
A AR | B AR AR > BRI B R R A 5
H 2 et -

27. MEAT B2 7] 2k B

JREASS IR 780 ) 2 T IR AT~ i T B [ R

28. B2 F £

FAE AR IE s JEHGA > $RAEFI 2K 2 o 5 3.5 JE5HAEA
B CRMERBRIEIR o RGN » AT BEA W
ARZ A5 1,514,000 00 (ZFF A4 ¢ 1,639,000%
JG) o
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29. INTEREST-BEARING BANK AND OTHER 29. wHEBUT Bk B ILMb AR
BORROWINGS
Group
RS
2003 2002
HK$°000 HK$°000
SREAE =l
T#L T
Bank overdrafts: BITEX ¢
Secured LA 16,584 61,588
Unsecured JHEFEAH = 233
16,584 61,821
Bank loans, secured HATELRR > A AT 399,128 410,100
Other loans, unsecured HoAth Bk > SR 65,657 48,461
481,369 520,382
(a) The secured bank loans and overdrafts of the Group are secured by () AREEH > A R SRAT B I X AR A T
the listed shares held by the Group as security for advances to &P 2 B A R 2 By (B R
customers (with the customers’ consent) and by the Group’s listed RS RAREEZ RS o
hares. S
e (b) JEHEAIL AL SRR Z A AIRA T 0.375 % 2,125
(b) The unsecured other loans bear interests at rates ranging from JE > RN AR o
0.375% to 2.125% per annum and are repayable within one year.
30. DEFERRED TAX 30. JEMERIIHE
Group
RS
2003 2002
HK$°000 HK$’000
SRR =l
T#T T
Balances at beginning and end of year AR B AR AT 283 283
The provision for deferred tax as shown in the balance sheet relates B B T P < M AR T T A2 2 B T R B
principally to timing differences arising from accelerated depreciation R 2 WA B o
allowances. s .
24 S [ R AR ) S 08 A 488 £ 2 R K 9 A 4 i I
The Group and the Company have no significant potential deferred tax B (TR A E) o

liabilities for which provision has not been made (2002: Nil).
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31. SHARE CAPITAL

Shares

Authorised:
1,000,000,000 (2002: 600,000,000)
ordinary shares of HK$0.10 each

Issued and fully paid:
475,633,699 (2002: 480,273,699)
ordinary shares of HK$0.10 each

Pursuant to an ordinary resolution passed on 23 August 2002, the
authorised share capital of the Company was increased from
HK$60,000,000 to HK$100,000,000 by the creation of 400,000,000
additional shares of HK$0.10 each, ranking pari passu in all respects

with the existing share capital of the Company.

During the year, the Company repurchased a total of 4,640,000 of its
ordinary shares of HK$0.10 each on the Stock Exchange, as follows:

As at 1 April 2002

Repurchased and cancelled

As at 31 March 2003

31. A
Vi34

R BAR
1,000,000,000 %
(ZFZTAE £ 600,000,000 J5)
AT 0.10 Y702 1% 38 i

CBAT R AR
475,633,699 B
(ZBRTAE £ 480,273,699 Jit)
IR 0.10 W02 B i

SERER -

RoRRENA R
T T

REFRF=ZHE=ZA=1—H
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2003
HK$’000
TRRESE
T

100,000

47,563

Number of
shares in issue

CEATIR A

480,273,699
(4,640,000)

475,633,699

Company
Ay )

2002
HK$°000
SREAE
Tl

60,000

48,027

Mg =R 4 )\ H = il 2 —IE % ek
R > AN Z B e AFAME I 400,000,000 45k
THI{H 0.10 Wtz ¥ MK > 11 60,000,000 Wt £
100,000,000957G > ££4% J5 Yii 3 BLA /A 7] BIAT [ A T2

AR > AT A A2 T I 1 4,640,000 8 45 B 1 4E0. 10
WL Z W » FEE AR

Issued
capital
HK$°000
CEATIRA
T

48,027
(464)

47,563
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31. SHARE CAPITAL (continued)

Details of the repurchases are summarised as follows:

Month Hbr

April 2002 ZREAENA
May 2002 “RRAENN
June 2002 TRRTAEANHA
July 2002 “REHELA
August 2002 —REB AN
September 2002 e == ety | W |
October 2002 “ERRETH
February 2003 “RRZ4ETA

31. JBAs (41)
Jii ] 2 S A AN R
Purchase price
Number per share Aggregate
of shares BRI i AT purchase
repurchased Highest Lowest price
HKS$ HKS$ HKS
i I F A7y B -4 A 1]
ZWH W W Tt
4,000 1.02 1.02 4,080
112,000 1.00 1.00 112,000
4,000 1.02 1.02 4,080
1,320,000 1.01 0.97 1,313,380
2,690,000 1.01 0.94 2,658,900
266,000 0.98 0.91 249,460
146,000 0.93 0.88 132,340
98,000 0.80 0.75 76,800
4,640,000 4,551,040
Total expenses on shares repurchased 17,755
T Ji [ e A7y 2 48 B 52
4,568,795

The repurchased shares were cancelled during the year and the issued
share capital of the Company was reduced by the par value thereof. The
premium paid on the repurchase of the shares, of HK$4,104,795, has
been charged to the share premium account. An amount equivalent to
the par value of the shares cancelled has been transferred from the
contributed surplus of the Group and of the Company to the capital
redemption reserve as set out in the consolidated statement of changes

in equity and in note 33 to the financial statements, respectively.

The repurchases of the Company’s shares during the year were effected
by the directors, pursuant to the mandate from shareholders received at
the last annual general meeting, with a view to benefiting shareholders

as a whole by enhancing the net asset value per share of the Group.

Share options

Details of the Company’s share option schemes are included in note 32

to the financial statements.
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AT IR A T R % S e e B B A7 2 VLTI A o 7 1
JBEA 1R i 32 A1) 4,104,795 95 70 =2 Vs ] EL 7 1B A ¥k A6
HRANBR o 055 BEASHE #5588 Bh 3 T2 Wk 33 i 43 il
B > R T B 1 P A 2 T 2 R AR A ) Z BN
T B R N A I I it

S IRIAR A ] 2 ey o S RARBIRIE ROk |
TR ZAZHE > BRI i A SR T A e e Y - DA
B2 1R R R PR R 25
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31.

32.

SHARE CAPITAL (continued)

Warrants

Pursuant to an ordinary resolution passed at the special general meeting
of the Company held on 8 November 1999, a bonus issue of warrants
was made in the proportion of one warrant for every five shares held by
members on the register of members of the Company on 5 November
1999. A total of 73,213,760 warrants were issued on 8 November 1999
pursuant to this bonus issue. Each warrant entitled the holder thereof to
subscribe in cash for one fully paid ordinary share of HK$0.10 at an
initial subscription price of HK$1.77 per share, subject to adjustment,
at any time from the date of commencement of dealing of the warrants
on the Stock Exchange on 15 November 1999 to 31 October 2002 (both

dates inclusive).

None of the warrants was exercised during the year and all of the warrants

of the Company lapsed unexercised on 31 October 2002.

SHARE OPTION SCHEME

SSAP 34 was adopted during the year, as explained in note 2 and under
the heading “Employee benefits” in note 3 to the financial statements.
As a result, the following detailed disclosures relating to the Company’s
share option scheme are now included in the notes to financial
statements. In the prior year, these disclosures were included in the
Report of the Board of Directors, as their disclosure is also a requirement
of the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”) .

On 23 August 2002, the shareholders of the Company approved the
adoption of a new share option scheme (the “2002 Share Option
Scheme”) which complies with the new requirements of the Listing
Rules and termination of the share option scheme adopted by the
Company at its special general meeting on 17 July 1996 and amended
by resolution of the directors on 30 July 1996 (the “1996 Share Option
Scheme”) to the effect that no further share options shall be granted
under the 1996 Share Option Scheme. At 31 March 2003, options to
subscribe for a total of 35,400,000 shares were still outstanding under
the 1996 Share Option Scheme.

31.

32.
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JBeAR (%)

B IR it

HRIRAA B — L — A\ H 847 2 AR 1
K Bl — TS B PGESR » ARAFITRIE AL B
WS > HHER R — UL+ — H T H 250 A B
A M2 ARG LB AN JEIRAE — 1 B I HE % o
MR R AL A R B R AT I > ARA R —uiuiL
4E—H)\H A 258847 73,213,760 1 5B B AERE - 58t
WEERA NERHER — UET— A+ HH (RS
RIS R T H) E_FF 4+ H
=—H (55 RE R ) B AR R DA 252 A
17730 (AT P i) » DA &R 1H0.10
WL RS R — R -

RN > AT RIBRERAEATAE > YR AR A ] B R B
R _FR AR A = — B AR A AT A O
TEHRR -

Yo e pl -

0 B 2 A i 2 % i 3 T B AR A | — B e
wat RIS 34 SRAE N BERAY o FIL > FEIABA
O3 TN I o) 2 SR > BUARTROA B B AR M
Ho BT 4R > BRI AN - H
e %R > NG 2 S I R A Al 2R b
AL (T B 1) Z B o

NoBB AN T=H > AR BRI R AT
& B BRI E Z B RS ) ([ =B AR
RG] ) R #AEARA TR — A EH B H BEOR
FERIR GRS EH =1 H i o i
ARG Z I BERE ST H) ([—Ju US4 I R s ) )
FRIL > WESEAE ] o — 25 2 IR REAR IR — LU 4 s
WG R R Y - RFRFE4AEA=4—H o WA
L 35,400,000 BB AR Z ARBE— UL A S IR RE S
H 2 R AR AT A o
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32. SHARE OPTION SCHEME (continued)

A summary of the principal terms of the 1996 Share Option Scheme
(only those applicable to the outstanding share options) and the 2002

Share Option Scheme is set out below:

1996 Share Option Scheme

The 1996 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 1996
Share Option Scheme, options may be granted to any employees or

executive directors of the Company or its subsidiaries.

The offer of a grant of share options may be accepted within 28 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 in any event such period of time
shall not exceed a period of three years commencing on the expiry of
six months after the date on which the option is accepted in accordance
with the terms of the 1996 Share Option Scheme and expiring on the
last day of such period or 16 July 2006, whichever is the earlier.

The exercise price of the share options is determinable by the directors
and shall be the higher of (i) a price being not less than 80 per cent. of
the average closing price of the Company’s shares as stated in the daily
quotation sheets issued by the Stock Exchange for the five days on
which the Stock Exchange is open for the business of dealing in securities
immediately preceding the date of the offer; and (ii) 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 1996 Share Option Scheme was terminated on 23 August 2002
such that thereafter no further options shall be granted but in all other
respects the provisions of the 1996 Share Option Scheme shall remain
in full force and effect and the options which had been granted during
its life shall continue to be exercisable in accordance with their terms of

issue.
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32. SHARE OPTION SCHEME (continued)

2002 Share Option Scheme

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 associated companies.

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 per cent. of the total number of shares in issue as at the date of
adoption of the 2002 Share Option Scheme (the “Scheme Mandate
Limit”) provided that 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 per
cent. 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 per cent.
limit as refreshed. Notwithstanding 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 per cent. (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 March 2003, the total number of shares
available for issue under the 2002 Share Option Scheme was 12,224,169
shares, which represented approximately 2.58 per cent. of the existing
issued share capital of the Company. 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 (including both exercised and outstanding options) in
any 12-month period shall not exceed 1 per cent. of the total number of
shares in issue. Any further grant of share options in excess of this limit
is subject to separate approval by the shareholders of the Company at

general meetings.
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32. SHARE OPTION SCHEME (continued)

2002 Share Option Scheme (continued)

Share options granted to a director, chief executive or substantial
shareholder 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 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
HKS$5 million, within any 12-month period, are subject to shareholders’

approval in advance at general meetings 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 six months from the date of the grant of the option and to expire

not later than 10 years after the date of the grant of the option.

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 five 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 ten years commencing on the date on which it is conditionally adopted
by resolution of the Company at general meetings and will expire on 22
August 2012.

No share options have been granted under the 2002 Share Option

Scheme.
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32. SHARE OPTION SCHEME (continued) 32. JJBHE T (40
The following share options were outstanding under the 1996 Share DL R AR — UL A R RE T ) A ARAR BE VN i R AT
Option Scheme during the year: 5 2 S P
Number of share options Price of the Company’s shares ***
TR AR TR
Exercise ~ Atimmediately At immediately
At Granted Exercised Lapsed At Date of price preceding the preceding the
Name or category 1 April during during during 31 March grant of Exercise period of share grant date of exercise date
of participant 2002 the year the year the year 2003 share options* of share options options**  share options of share options
BREZIEL REFRE RALESE TRALEE WAREE  ROFREE e TR e ZHA g REATOO
Ee bl WA—H RE AT Wil SHET-H Bl IR Tofiite OB R 8 OB R 8
HKS HKS HKS
o 7 7
Directors
i
Lo Lin Shing, Simon 4,500,000 = = - 4500,000 15 May 2001 16 November 2001 0.93 1.12 NA
Sl ~ 16 November 2004 AR
o e
LATEH T=RtARE
“REIE
T=RtAH
Wong Shiu Hoi, Peter 4,500,000 - - - 4,500,000 15 May 2001 16 November 2001 0.93 1.12 N/A
HAH ~ 16 November 2004 o1
S B
LA+EH F=RtARE
g
xR
Lee Yiu Wing, William 2,500,000 - - - 2,500,000 15 May 2001 16 November 2001 0.93 1.12 N/A
AR — 16 November 2004 byl
e e
LA+EH T=HtAHZE
ZRENE
t=H1+AH
Chan Chi On, Derek 2,500,000 - - - 2,500,000 15 May 2001 16 November 2001 0.93 1.12 N/A
R — 16 November 2004 TR
“x% “xy
fA+1H F=A+AHE
“RENE
F=A+AH
Luo Gang 1,000,000 = = - 1,000,000 15 May 2001 16 November 2001 0.93 1.12 N/A
AR ~ 16 November 2004 AR
o e
LATEH T=RtARE
“REIE
T=RtAH
15,000,000 - - - 15,000,000
Other employees
HeH
In aggregate 21,400,000 - - (1,000,000) 20,400,000 15 May 2001 16 November 2001 0.93 112 N/A
it (Note) ZFFH | —16 November 2004 byl
(Hfit) LATEH “FRf
THtAHZE
ZRENE
t=H1+AH
36,400,000 - - (1,000,000) 35,400,000

Tai Fook Securities Group Limited K i %4 [ 7 FR /A 7] Annual Report 45#t 2002-2003



Notes to Financial Statements

SRS R i

32.

33.

SHARE OPTION SCHEME (continued)

Note: These share options lapsed during the year as a result of staff

resignation

*  The vesting period of the share options is from the date of the grant until
the commencement of the exercise period. All share options referred to
above are subject to a six-month vesting period.

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

*** The price of the Company's shares disclosed as at the date of the grant of
the share options is the Stock Exchange closing price on the trading day
immediately prior to the date of the grant of the options. The price of the
Company s shares disclosed as at the date of the exercise of the share options
is the weighted average of the Stock Exchange closing prices over all of
the exercises of options within the disclosure category.

At the balance sheet date, the Company had 35,400,000 share options
outstanding under the 1996 Share Option Scheme. The exercise in full
of the remaining share options would, under the present capital structure
of the Company, result in the issue of 35,400,000 additional ordinary
shares of the Company and additional share capital of HK$3,540,000
and share premium of HK$29,382,000 (before issue expenses).

RESERVES

(a) Group

The amounts of the Group’s reserves and the movements therein
for the current and prior years are presented in the consolidated
statement of changes in equity on page 77 of the financial statements.

The revised SSAP 11 was adopted during the year, as explained in
note 2 and under the heading “Foreign currencies” in note 3 to the
financial statements. As a result, the profit and loss accounts of
subsidiaries and jointly-controlled entities operating in the PRC and
overseas are now translated into Hong Kong dollars at the weighted
average exchange rates for the year, rather than at the exchange
rates ruling at the balance sheet date, as was previously the case.
The change in accounting policy has had no material effect on the
financial statements.

The contributed surplus of the Group 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 of the
share capital and share premium of the subsidiaries acquired.

The amount of goodwill remaining in consolidated reserves, arising
from the acquisition of a subsidiary in a prior year is approximately
HKS$60,000. The amount of goodwill is stated at its cost.
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33. RESERVES (continued) 33. Gt (40
(b) Company (b) AL ]
Long term Retained
Share Capital investment profits/
premium redemption Contributed revaluation (accumulated
account reserve surplus reserve losses) Total
YAk R TREER,
TRy S i BT Ak (Ritht) At
HKS$’000 HKS$’000 HKS$’000 HKS$°000 HKS$°000 HKS$°000
T T T T T T
At 1 April 2001 R_FZ—HNH—H 421,600 489 7,310 (42,262) 71,539 458,676
Repurchase and cancellation of ~ J§[FI3E B4k 45 e 4 (8,727) = = = = (8,727)
shares
Transfer to capital redemption B AR - 814 (814) - - -
reserve of the nominal value S A 2 S i
of shares repurchased
Movement in fair value of —HREHEEZ - - - 7,244 - 7,244
a long term investment AFREEES)
Net loss for the year ARG R - - - - (35,695) (35,695)
Interim 2002 dividend < Sl i1 1119 = - - - (4.866) (4,866)
—note 11 — Wk 11
At 31 March 2002 RERRAE 412,873 1,303 6,496 (35,018) 30,978 416,632
=
At 1 April 2002 REEEENH—H 412,873 1,303 6,496 (35,018) 30,978 416,632
Repurchase and cancellation of [ k8 Bt 4 (4,105) - - - - (4,105)
shares - note 31 — it 31
Transfer to capital redemption LG AR - 464 (464) = - -
reserve of the nominal value S I Ay 2 A
of shares repurchased
Movement in fair value of —HREHREZ - - - (13,604) - (13,604)
a long term investment AT
Net loss for the year AR R - - - - (56,111) (56,111)
Interim 2003 dividend R = = = = (4,757) (4,757)
~note 11 — MWk 11
At 31 March 2003 RoRR=AE 408,768 1,767 6,032 (48,622) (29,890) 338,055
EHE =
The contributed surplus of the Company also arose in 1996 as a AN T —IUIUANAE B S A A 7] BT 748
result of the group reorganisation in preparation for the listing of 3 FAH T A 2 BB > IR A E OB AT
the Company and represented the difference between the nominal ZIS T {1 B W B B R W O A R 2 s T
value of the share capital issued by the Company and the aggregate KA 2 2580 o MR — L\ 4FE EHREAT
net asset value of the subsidiaries acquired at the date of acquisition. (ZAEET) > AN ] AT4E 25 N 2 B b v L B A HY
Under the Companies Act 1981 of Bermuda (as amended), the SRR o ML AR A B TR o

Company may make distributions to its members out of the

contributed surplus provided certain conditions are met.
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34. NOTES TO THE CONSOLIDATED CASH FLOW

STATEMENT

Changes to the layout of the consolidated cash flow statement

SSAP 15 (Revised) was adopted during the current year, as detailed in
note 2 to the financial statements, which has resulted in a change to the
layout of the consolidated cash flow statement. The consolidated cash
flow statement is now presented under three headings: cash flows from
operating activities, investing activities and financing activities.
Previously five headings were used, comprising the three headings listed
above, together with cash flows from returns on investments and
servicing of finance and from taxes paid. The significant reclassifications
resulting from the change in presentation are that taxes paid, interest
received, interest paid, dividends received and dividends paid are now
included in cash flows from operating activities. The presentation of
the 2002 comparative consolidated cash flow statement has been changed

to accord with the new layout.

The method of calculation of certain items in the consolidated cash
flow statement has changed under the revised SSAP 15, as explained
under the heading “Foreign currencies” in note 3 to the financial
statements. Cash flows of subsidiaries operating in the PRC and overseas
are now translated into Hong Kong dollars at the exchange rates ruling
at the dates of the cash flows. Frequently recurring cash flows of
subsidiaries operating in the PRC and overseas which arise throughout
the year are translated into Hong Kong dollars at the weighted average
exchange rates for the year. Previously, the cash flows of subsidiaries
operating in the PRC and overseas were translated into Hong Kong
dollars at the exchange rates ruling at the balance sheet date. This change

has had no material effect on the financial statements.

Also, the definition of “cash equivalents” under the revised SSAP 15
has been revised from that under the previous SSAP 15, as explained
under the heading “Cash and cash equivalents” in note 3 to the financial
statements. This has resulted in bank loans repayable within three months
from the date of grant no longer qualifying as cash equivalents. The
amount of cash equivalents in the consolidated cash flow statement as
at 31 March 2002 has been adjusted to remove these bank loans
amounting to HK$370,297,000, previously included at that date. The
year’s movement in these bank loans is now included in cash flows from
operating activities, as such bank loans are integral to the Group’s margin
finance operations, and the comparative cash flow statement has been

changed accordingly.
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35.

36.

CONTINGENT LIABILITIES

At the balance sheet date, contingent liabilities not provided for in the

financial statements were as follows:

(i) The Company has provided corporate guarantees to the extent of
HK$2,007 million (2002: HK$1,930 million) to secure the general
bank facilities granted to subsidiaries. As at 31 March 2003, the
amounts drawn against the bank facilities amounted to
HK$415,711,000 (2002: HK$471,688,000);

(ii) Corporate guarantees to the extent of US$4 million (2002: US$4
million) have been provided by the Company in respect of gold

trading facilities granted to a subsidiary;

(iii) The Company has provided a corporate guarantee to the extent of
HK$7,248,000 (2002: HK$10,345,000) in favour of the lessor in
respect of an operating lease arrangement for the leasing of computer

equipment by a subsidiary; and

(iv) The Group has a contingent liability in respect of possible future
long service payments to employees under the Hong Kong
Employment Ordinance, with a maximum possible amount of
HK$759,000 as at 31 March 2003, as further explained under the
heading “Employee benefits” in note 3 to the financial statements.
The contingent liability has arisen because, at the balance sheet
date, a number of current employees have achieved the required
number of years of service to the Group in order to be eligible for
long service payments under the Employment Ordinance if their
employment is terminated under certain circumstances. A provision
has not been recognised in respect of such possible payments, as it
is not considered probable that the situation will result in a material

future outflow of resources from the Group.

OPERATING LEASE ARRANGEMENTS

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

equipment for terms ranging from one to two years.
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36. OPERATING LEASE ARRANGEMENTS (continued) 36. MEBAEEH 5D
At 31 March 2003, the Group and the Company had total future N_BREZEEA=1—H o AREEEARARERA
minimum lease payments under non-cancellable operating leases falling TG 22 AR B AT IS R P i T AR 2R S =2 B
due as follows: RALAT ¢
Group Company
S Ay ]
2003 2002 2003 2002
HK$°000 HK$°000 HKS$°000 HK$’000
CRREAE CRRTAR st = =2 TERRAE
T#xL T T Tt
Within one year —EN 19,470 24,496 10,656 14,392
In the second to fifth years, B AR
inclusive (BLIEH R W) 10,883 34,699 6,973 24,560
30,353 59,195 17,629 38,952
37. CAPITAL COMMITMENTS 37. BARG
In addition to the operating lease commitments detailed in note 36 above, [53% 468 7 AR B AR A SRR T 36 whEaltAh > ACEE [ A
the Group had the following commitments in respect of computer S H B ISR 2 AR ¢
equipment at the balance sheet date:
Group
A AR
2003 2002
HK$°000 HK$°000
Eraels —Ee 4
T T
Contracted, but not provided for CETA > R 242 4,428
The Company had no significant commitments at the balance A KESE H AR A R i Ji E R AR o

sheet date.
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38. 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 year:

(a) During the year, the Company leased from New World Tower
Company Limited, a company controlled by Chow Tai Fook
Enterprises Limited (“CTF”), which is itself a company controlled
by the family of Mr. Cheng Kar Shun, certain office premises at
New World Tower, 16-18 Queen’s Road Central, Hong Kong, at a
monthly rental, including rates, management and air-conditioning
fees, of approximately HK$1,308,000 (2002: HK$1,553,000) for
various terms between one to four years. The Group paid total rentals
of HK$15,697,000 (2002: HK$18,639,000) for the year. The rentals
paid were calculated by reference to open market rentals as

confirmed to the Group by an independent professional valuer.

(b) During the year, the Group provided corporate advisory services to
Asia Logistics Technologies Ltd (“ALTL”), of which Mr. Lo Lin
Shing, Simon, a director of the Company, is also the chairman and
a substantial shareholder. The corporate advisory fee income from
these transactions amounted to HK$502,000 (2002: HKS 1,940,000)
for the year and was charged in accordance with terms similar to

those offered to unrelated customers.

(c) During the year, the Group provided corporate advisory services to
New World CyberBase Limited (“NWCL”), of which Mr. Lo Lin
Shing, Simon, a director of the Company, is also the chairman. The
corporate advisory fee income from these transactions amounted
to HK$1,158,000 (2002: HK$174,000) for the year and were charged
in accordance with terms similar to those offered to unrelated

customers.

Gl

=

During the year, New World Insurance Management Limited
(“NWIML”), a company controlled by the family of Mr. Cheng Kar
Shun, provided insurance services to the Group. The insurance
brokerage commission charged by NWIML from these transactions
amounted to HK$144,000 (2002: HK$127,000) for the year.
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38. RELATED PARTY TRANSACTIONS (continued)

(e) The Company and CTF have provided guarantees in respect of a
bank loan granted to a wholly-owned subsidiary of the Company.
A guarantee fee was charged by CTF and is calculated at 2% per
annum on the average daily amount outstanding under such facility
during a financial year. The bank loan was fully repaid during the
year and the guarantee fee paid to CTF for the year amounted to
HK$1,649,000 (2002: HK$5,032,000).

(f) During the year, the Group was advanced a loan of HK$86,000,000
from New World Finance Company Limited (“NWF”), a wholly-
owned subsidiary of NWD. The loan was unsecured, bore interest
at 2% per annum and was fully repaid during the year. The interest
paid to NWF for the year amounted to HK$827,000 (2002:
HK$763,000).

(g) During the prior year, the Group was advanced a loan of
HK$40,000,000 from ALTL, of which Mr. Lo Lin Shing, Simon, a
director of the Company, is also the Chairman and a substantial
shareholder. The loan was unsecured, bore interest at 3.5% per
annum and was fully repaid during the year. The interest paid to
ALTL for the year amounted to HK$687,000 (2002: HK$875,000).

(h

Z

During the year, the Group was advanced a loan of HK$800,000
from Mr. Lee Yiu Wing, William, a director of the Company. The
loan was unsecured, bore interest at rates ranging from 1.7187% to

2% and was fully repaid during the year.

39. COMPARATIVE AMOUNTS

As further explained in note 2 to the financial statements, due to the
adoption of certain new and revised SSAPs during the current year, the
accounting treatment and presentation of certain items and balances in
the financial statements have been revised to comply with the new
requirements. Accordingly, certain comparative amounts have been

reclassified to conform with the current year’s presentation.

40. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the
board of directors on 16 July 2003.
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